DEPARTMENT OF TRANSPORTATION
Federal Transit Administration
FTA Fiscal Year 2026 and 2027 Formula Pre-Award Authority

This notification provides information on formula pre-award authority applicable to FTA
programs. Information on funding apportionments previously provided in the annual FTA
“Allocations, and Program Information” Notice is communicated through apportionment tables
posted on FTA’s website at https://www.transit.dot.gov/funding/apportionments.
I. Automatic Pre-Award Authority to Incur Project Costs

FTA provides pre-award authority to permit expenses to be incurred before a grant award
for certain programs. Pre-award authority allows a recipient to incur certain project costs before
the start date of an award and makes those costs allowable for subsequent reimbursement after
award of the grant. Before incurring pre-award costs, recipients are strongly encouraged to
consult with the appropriate FTA Regional Office regarding the eligibility of the project for
future FTA funds and requirements that must be met to preserve the eligibility of the pre-award
costs. This notification discusses pre-award authority for formula programs. FTA typically
describes pre-award authority eligibility for discretionary programs in the notices of funding
opportunity (NOFO) that invite applications to those programs and subsequently identifies pre-
award authority conditions in Program Implementation Instructions published on FTA’s website
after project selection announcement, if pre-award authority is to be issued. For project sponsors
progressing towards application for an award under FTA’s Capital Investment Grants (CIG)
program, FTA will provide specific, limited pre-award authority directly to the project sponsor.

By this notification, FTA continues to provide pre-award authority through the

authorization period of IIJA (October 1, 2022, through September 30, 2026) plus an additional



year (October 1, 2026 through September 30, 2027) for operating, planning, or administrative
assistance using unobligated funding made available prior to September 30, 2026 under the
formula grant programs. Recipients may be reimbursed for expenses incurred before grant award
so long as funds have been expended in accordance with all Federal requirements, would have
been allowable if incurred after the date of award, and the recipient is otherwise eligible to
receive the funding. In addition to cross-cutting Federal grant requirements, program specific
requirements must be met. Designated recipients for Section 5310 have pre-award authority for
the 10 percent of the apportionment they may use for program administration.

By this notification, FTA also continues to provide pre-award authority through the
authorization period of IIJA plus an additional year for capital assistance using unobligated
funding made available prior to September 30, 2026 under all formula programs, subject to the
following:

1. Pre-award costs are allowable only to the extent they would have been allowed if
incurred after the start date of the award. Therefore, pre-award costs must comply with all
statutory, regulatory, and policy requirements as if they had been incurred after the date of the
award. FTA’s extension of pre-award authority is not a guarantee all costs a recipient incurs pre-
award will be allowable.

2. No action will be taken by the recipient that prejudices the legal and administrative
findings FTA must make in order to approve a project. The undertaking of certain activities (e.g.,
land acquisition, demolition, or construction) that would compromise FTA’s ability to comply

with Federal environmental review laws may render the project ineligible for FTA funding.



3. The Federal amount of any future FTA assistance awarded to the recipient for the
project will be determined either as a fixed Federal amount or as a Federal share (percentage) of
net project costs. Allowable pre-award costs will be reimbursed at the rate of the Federal share
set in the award.

4. For funds to which the pre-award authority applies, the authority expires with the
lapsing of the fiscal year funds (i.e. period of availability of the funding).

5. When a grant for the project is subsequently awarded, the grant and the Federal
Financial Report in TrAMS must show the use of pre-award authority and the recipient must
submit an initial Federal Financial Report (FFR) to associate the pre-award costs with the award.
The recipient must describe any contracts executed in the initial FFR.

6. Environmental Requirements— All Federal grant requirements must be met at the
appropriate time for the project to remain eligible for Federal funding. Designated recipients may
incur costs for design and environmental review activities for all formula funded projects from
the date of the authorization of the formula funds. For projects that qualify for a categorical
exclusion (CE) pursuant to 23 CFR 771.118(c), designated recipients may start activities and
incur costs under pre-award authority for property acquisition, demolition, construction, and
acquisition of vehicles, equipment, or construction materials from the date of the authorization of
formula funds. FTA recommends that a grant applicant considering a CE pursuant to 23 CFR
771.118(c) contact the appropriate FTA Regional Office for assistance in determining the proper
environmental review process, including other applicable environmental laws, and level of
documentation necessary before incurring the above-mentioned costs. This applies especially

when the grant applicant believes a “c-list” CE with construction activities, such as 23 CFR



771.118(¢c)(8), (9), (10), (12), or (13), applies to its project or if a grant applicant intends to
acquire property through the use of pre-award authority.

If FTA subsequently finds a project does not qualify for a CE under 23 CFR 771.118(c)
and the sponsor has already undertaken activities under pre-award authority that are only
allowable for projects that qualify for a CE under 23 CFR 771.118(c), the project will be
ineligible for FTA assistance. For all other non-CIG projects that do not qualify for a CE under
23 CFR 771.118(c), grant applicants may take action and incur costs for property acquisition,
demolition, construction, and acquisition of vehicles, equipment, or construction materials from
the date that FTA completes the environmental review process required by NEPA and its
implementing regulations, 23 U.S.C. 139, and other environmental laws, by its issuance of a 23
CFR 771.118(d) CE determination, a finding of no significant impact (FONSI), a combined final
environmental impact statement (FEIS)/record of decision (ROD), or a ROD. For projects
funded by the CIG program, pre-award authority is specifically granted as described in the letter
granting entry into the Project Development phase.

7. Federal procurement procedures, as well as the whole range of applicable Federal
requirements (e.g., Buy America and the Build America, Buy America Act; Davis-Bacon Act;
competitive procurements), must be followed for projects in which Federal funding will be
sought in the future. Failure to follow any such requirements could make the project ineligible

for Federal funding.



I1. Letter of No Prejudice (LONP) Policy

A Letter of No Prejudice (LONP) is a type of pre-award authority. An LONP allows an
applicant to incur project costs before the start date of an award and makes those costs allowable
for subsequent reimbursement after grant award. FTA uses LONPs to grant pre-award authority
for projects and activities not covered by automatic pre-award authority (see above in this
notice).

As with other uses of pre-award authority, the recipient assumes all risk for the costs it
incurs under an LONP. FTA’s issuance of an LONP is not a guarantee that FTA will make an
award to the recipient. FTA is not required to reimburse the recipient for pre-award costs
incurred under an LONP if FTA does not ultimately make an award to the recipient or if the
award is less than the recipient expected.

Typically, LONPs are used for sponsors with projects progressing towards application for
an award under the Section 5309 CIG program when those sponsors undertake activities not
covered under automatic pre-award authority. FTA also may use an LONP for a formula
program if a recipient will incur costs beyond the expiration of the program’s authorization or
outside of FTA’s grant of automatic pre-award authority. Unlike automatic pre-award authority,
an LONP usually will be addressed to a specific recipient and will be limited to specific kinds of
costs and a specific period of time (limited to a five-year period), unless subsequently extended.

The conditions and requirements for pre-award authority specified in section I above
apply to all LONPs. Because some project implementation activities may not be initiated before

completion of the federal environmental review process, FTA will not issue an LONP for such



activities until the environmental review process has been completed with a combined
FEIS/ROD, ROD, FONSI, or CE determination.

FOR FURTHER INFORMATION CONTACT: Please contact the appropriate FTA Regional
Office for any specific requests for information or technical assistance. FTA Regional Office
contact information is available on FTA’s website: https://www.transit.dot.gov/about/regional-
offices/regional-offices. FTA recommends stakeholders subscribe via:
https://public.govdelivery.com/accounts/USDOTFTA/subscriber/new, to receive email

notifications when new information is available.

Jamie Pfister,

Acting Executive Director.





