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FOREWORD

OVERVIEW

FTA'’s Contractor's Manual take a broad look at recipient management practices as well as compliance
with program and administrative requirements across a broad spectrum of topic areas. Areas of review
include financial management and capacity, technical capacity, maintenance, procurement, civil rights,

and others.

In addition to helping evaluate recipients, these reviews give FTA an opportunity to provide technical
assistance on requirements and aid FTA in reporting to the Secretary, Congress, other oversight
agencies, and the transit community on FTA programs.

Historically, FTA’'s comprehensive oversight reviews have been split across two programs — the Triennial
Review and the State Management Review. The Triennial Review was mandated by Congress in 1982
for each recipient of Section 5307 funds and is codified in 49 U.S.C. § 5307(h)(2), which states:

At least once every 3 years, the Secretary shall review and evaluate completely the performance
of a recipient in carrying out the recipient's program, specifically referring to compliance with
statutory and administrative requirements and the extent to which actual program activities are
consistent with the activities proposed...

The State Management Review has typically focused on states receiving Sections 5310 and 5311 funds.
These reviews also occur every three years and use a format and process similar to the Triennial Review.

49 U.S.C. 85338 provides the statutory basis for FTA’s oversight responsibilities and the funding available
to undertake oversight activities. In addition, 49 U.S.C. 85338 authorizes FTA to provide technical
assistance to correct deficiencies found during oversight reviews and to promote overall recipient
compliance.

Each year, the specific content of the Comprehensive Review is modified to reflect any changes in
statutory requirements made over the preceding year in the funding programs and FTA policy. This
document, which incorporates those changes, is the guide for FTA staff and FTA contractors on
execution of these reviews. FTA and contracted reviewers use the guide to execute the review.

The Federal fiscal year 2020 (FY20) Contractor’'s Manual is the continuation of a “back to basics” effort
initiated in FY2018 to identify the minimum compliance requirements to which recipients are expected to
comply and the optimal methods for assessing compliance with those requirements. Key to that effort
was ensuring that all requirements were directly related to specific, citable, written requirements while
also maintaining the overall intent of the reviews. The FY2019 guide clearly articulated what is expected
of recipients and exactly how FTA will go about determining compliance. The FY2020 guide continues
that approach and further refines the document based on lessons learned.

These changes are based on a thorough review of the document based on the FY2018 and FY2019
review cycle experience and reflect feedback received from our recipients, review contractors, and
colleagues. It is part of FTA’s ongoing commitment to improve consistency and transparency in its
oversight reviews. We anticipate that these changes will result in an even more efficient review process
that provides a clearer understanding of what is expected during a Comprehensive Review, how FTA
reviewers determine compliance, and why a finding of deficiency is made.
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REVIEW AREAS

The review areas of the FY2020 Comprehensive Review Guide continue realignment of the functional
and organizational structure of recipients receiving reviews.

e Reordering the review areas to group them more logically, such as grouping all the civil rights
review areas Disadvantaged Business Enterprise (DBE), Title VI, Americans with Disabilities Act
(ADA), and Equal Employment Opportunity (EEQO) together

e Splitting Technical Capacity into five review areas

e Adding Transit Asset Management (TAM)

e Combining four review areas that addressed Section 5307 program requirements,
Planning/Program of Projects, Public Comment on Fare Increases and Major Service Reductions,
Half Fare, and Security, into one review area, Section 5307 Program Requirements

COMPREHENSIVE REVIEW AREAS

FY2017 FY2018 FY2019/FY2020
1. Financial Management and | 2. Financial Managementand | 2. Financial Management and
Capacity Capacity Capacity
2. Technical Capacity 3. Technical Capacity — Award | 3. Technical Capacity — Award
Management Management
4. Technical Capacity — 4. Technical Capacity —
Program Management Program Management
5. Technical Capacity — 5. Technical Capacity — Project
Project Management Management
19. Section 5310 Program 20. Section 5310 Program
Requirements Requirements
20. Section 5311 Program 21. Section 5311 Program
Requirements Requirements
3. Maintenance 7. Maintenance 8. Maintenance
4. Americans with Disabilities | 11. Americans with Disabilities | 12. Americans with Disabilities
Act (ADA) Act (ADA) — General Act (ADA) — General
12. Americans with Disabilities 13. Americans with Disabilities
Act (ADA)- Complementary Act (ADA)- Complementary
Paratransit Paratransit
5. Title VI 10. Title VI 11. Title VI
6. Procurement 8. Procurement 9. Procurement
7. Disadvantaged Business 9. Disadvantaged Business 10. Disadvantaged Business
Enterprise (DBE) Enterprise (DBE) Enterprise (DBE)
8. Legal 1. Legal 1. Legal
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COMPREHENSIVE REVIEW AREAS

FY2017 FY2018 FY2019/FY2020
9. Satisfactory and Continuing | 6. Satisfactory and Continuing | 7. Satisfactory and Continuing
Control Control Control
10. Planning/Program of 4. Technical Capacity — 4. Technical Capacity —
Projects Program Management Program Management
18. Section 5307 Program 19. Section 5307 Program
Requirements Requirements
11. Public Comment on Fare 18. Section 5307 Program 19. Section 5307 Program
Increases and Major Requirements Requirements
Service Reductions
12. Half Fare 18. Section 5307 Program 19. Section 5307 Program
Requirements Requirements
13. Charter Bus 14. Charter Bus 16. Charter Bus
14. School Bus 15. School Bus 15. School Bus
15. Security 18. Section 5307 Program 19. Section 5307 Program
Requirements Requirements
(Security requirement removed
for FY20 review year)
16. Drug-Free Workplace and 16. Drug-Free Workplace Act 17. Drug-Free Workplace Act
Drug and Alcohol Program 17. Drug and Alcohol Program 18. Drug and Alcohol Program
17. Equal Employment 13. Equal Employment 14. Equal Employment
Opportunity Opportunity Opportunity
6. Transit Asset Management

REVIEW AREA AND QUESTION FORMAT

Each review area has the following sections:

The questions in each review area consist of the following eight items:

Introductory page that lists the purpose of the review area, questions to be examined, and
information needed from the recipient

Review questions (see table below for the overarching structure for determining compliance for

each question)

References and useful weblinks

Issues/areas of concern for Federal Transit Administration awareness

FY2020 Contractors Manual — Foreword

0-3




FY2020 Comprehensive Review Guide Question Format

1. Review Area Question

Overarching question to be examined in relation
to the basic requirement to determine whether a
recipient is not deficient or deficient.

2. Basic Requirement

The minimum requirement to which all applicable
recipients are expected to comply. Requirements
are written in plain language and are directly tied
to a law, regulation, circular, master agreement, or
other binding guidance.

3. Applicability

Types of recipients to which the requirement
applies, which is defined by the stated
characteristics for that review area and varies by
funding program, type of recipient, number of
transit employees, fleet size, modes operated,
arrangement with other entities (subrecipients), or
other characteristics.

4. Detailed Explanation for Reviewers

Formerly “explanation.” FTA'’s definition and/or
guidance to reviewers, in plain language, on how
the basic requirement may to implemented with a
recipient’s organization.

5. Indicators of Compliance

Question(s) FTA reviewers will answer in order to
determine a recipient’s compliance with the basic
requirement. Indicators identify specific issues to
address which may lead to findings of not
deficient or deficient and help define the corrective
action.

6. Instructions for Reviewer

Formerly “determining compliance.” Specific
instructions to FTA'’s reviewers about what and
how to evaluate each indicator for compliance.

7. Potential Deficiency Determinations

Condition(s) under which a recipient could be
deficient along with the deficiency code and
suggested corrective action.

8. Governing Directive(s)

Citations from law, regulation, circular, master
agreement or other binding guidance that
identifies the basis of the requirement and any
deficiencies.

It should be noted that questions relating to the recipient’s oversight of subrecipient, contractor, and
lessee compliance appear as the last question in each applicable review area.
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SUMMARY OF CHANGES

LEGAL

FY2017

FY2018

FY2019

FY2020

8. LEGAL

1. LEGAL

1. LEGAL

1. LEGAL

No significant changes.

Removed questions relating to
designation status and ensuring
documentation of designation on
file with the FTA.

No significant changes.

Added a new question: Does the
recipient include clauses in its
third party and subrecipient
agreements that require
notification of any legal matter that
may affect the Federal
government?

Instead of asking questions relating
to state/local law pending litigation
affecting funding status, revised to
inquire about legal matters
including major disputes, breaches,
defaults, or litigation effecting the
Federal government.

Revised question relating to
notification of FTA regional
counsel, to also include-er FTA's
Chief Counsel.

Revised lobbying activities and
disclosures question into two
guestions.

Revised question regarding
subrecipients, contractors, and
subcontractors lobbying activities
and disclosures into two questions.

FY2020 Contractors Manual — Summary of Changes

00-1



FINANCIAL MANAGEMENT AND CAPACITY

FY2017

FY2018

FY2019

FY2020

1. FINANCIAL MANAGEMENT
AND CAPACITY

2. FINANCIAL MANAGEMENT
AND CAPACITY

2. FINANCIAL MANAGEMENT
AND CAPACITY

2. FINANCIAL MANAGEMENT
AND CAPACITY

Expanded table delineating
Single Audit threshold to include
the threshold applicable to the
regulation in effect for the audit
conducted (question 6).

Moved Enhanced Review trigger,
background and resource
guestions to issues/areas of
concern for FTA.

For question F1 regarding
financial policies and procedures,
eliminated indicators of
compliance regarding changes to
policies and procedures in
response to audit/review findings,
significant changes to its
organization, software being
used, and changes to Federal
regulatory requirements.

For question F9 addressing
subrecipient oversight, added
indicators of compliance
regarding oversight of eligible
match funds and operating
assistance calculations.

Added table delineating the types
of entities required to submit cost
allocation plans (CAP) or indirect
cost rate proposals (ICRP) and
the regulatory reference and
related cognizant agency to which
the CAP or ICRP is to be
submitted (question 16).

For question F1 regarding

financial policies and procedures:

e clarified that recipients are
only required to have written
procedures for allowability of
costs and cash management

e added indicator regarding
changes to the recipients
policies and procedures
based on organizational
changes, audits, and/or
software

e added indicator regarding
changes to the recipients
policies and procedures
based on federal regulations

Eliminated question F8 regarding
the eligibility of local match funds
by addressing documentation of
volunteered services or in-kind
contributions in question F4 and
eligibility of local match in
question F7.
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FINANCIAL MANAGEMENT AND CAPACITY

FY2017

FY2018

FY2019

FY2020

1. FINANCIAL MANAGEMENT
AND CAPACITY

2. FINANCIAL MANAGEMENT
AND CAPACITY

2. FINANCIAL MANAGEMENT
AND CAPACITY

2. FINANCIAL MANAGEMENT
AND CAPACITY

Removed trigger, “there is no
multi-year financial plan or it is
insufficient” and related deficiency
code.

For question F2 regarding
financial organizational structure:

e added indicator regarding the
authority of all financial duties

e added indicator regarding
financial functions and
responsibilities segregated

e added indicator regarding
internal checks and balances

For question F3 regarding the
financial management system:

e eliminated an indicator related
to reconciliation of FTA and
recipient award balances

e eliminated indicator relating to
how financial procedures
track expenditures by activity
line item (ALI)

e added indicator regarding
tracking and generating
financial reports

e added an indicator relating to
financial report elements and
source documentation

e added an indicator regarding
the accuracy of financial
reports
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FINANCIAL MANAGEMENT AND CAPACITY

FY2017

FY2018

FY2019

FY2020

1. FINANCIAL MANAGEMENT
AND CAPACITY

2. FINANCIAL MANAGEMENT
AND CAPACITY

2. FINANCIAL MANAGEMENT
AND CAPACITY

2. FINANCIAL MANAGEMENT

AND CAPACITY

For question F4 regarding the
draw down and tracking of federal
expenses:

¢ eliminated indicator relating to
the process for receiving and
disbursing FTA funds

e eliminated indicator relating to
ECHO drawdown restrictions

e added indicator regarding
ECHO draw supporting
documents

e added indicator relating to
FTA notification of drawdown
in excess of $50M and/or
$500M

For question F5 regarding
charging indirect costs to FTA
awards, added indicator
regarding the use of the de
minimis rate.

For question F6 regarding Single
Audits:

e added indicator regarding te
what years were singles
audits were required to be
submitted

e added indicator regarding
whether the audits were
submitted on-time
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FINANCIAL MANAGEMENT AND CAPACITY

FY2017

FY2018

FY2019

FY2020

1. FINANCIAL MANAGEMENT
AND CAPACITY

2. FINANCIAL MANAGEMENT
AND CAPACITY

2. FINANCIAL MANAGEMENT
AND CAPACITY

2. FINANCIAL MANAGEMENT
AND CAPACITY

For question F7 regarding
financial resources, eliminated an
indicator related to new/
expansion of transit services

Consolidated all indicators
regarding oversight of
subrecipients into question F10.

Eliminated questions relating to
Emergency Relief awards.
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TECHNICAL CAPACITY — AWARD MANAGEMENT

FY2017

FY2018

FY2019

FY2020

2. TECHNICAL CAPACITY

3. TECHNICAL CAPACITY —
AWARD MANAGEMENT

3. TECHNICAL CAPACITY —
AWARD MANAGEMENT

3. TECHNICAL CAPACITY —
AWARD MANAGEMENT

Combined Program Management,
Grant Administration, and Project
Management from the State
Management Review into one
review area, Technical Capacity.

Incorporated questions regarding
award management into this
section.

No significant changes.

No significant changes.

Incorporated new guidance on
reporting intervals for Emergency
Relief awards.

Moved Enhanced Review trigger,
background and resource
guestions to issues/areas of
concern for FTA.

Eliminated questions relating to
Emergency Relief awards.

Moved the questions regarding
Associated Transit Improvement
Reports to 18. Section 5307
Program Requirements.

Incorporated risk-based reporting
frequencies into question TC-
AML1 regarding timely submittal of
Milestone Progress Reports
(MPRs) and Federal Financial
Reports (FFRs).
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TECHNICAL CAPACITY — PROGRAM MANAGEMENT AND SUBRECIPIENT OVERSIGHT

FY2017

FY2018

FY2019

FY2020

2. TECHNICAL CAPACITY

4. TECHNICAL CAPACITY —
PROGRAM MANAGEMENT
AND SUBRECIPIENT
OVERSIGHT

4. TECHNICAL CAPACITY —
PROGRAM MANAGEMENT
AND SUBRECIPIENT
OVERSIGHT

4. TECHNICAL CAPACITY —
PROGRAM MANAGEMENT
AND SUBRECIPIENT
OVERSIGHT

Combined Program Management,
Grant Administration, and Project
Management from the State
Management Review into one
review area, Technical Capacity.

Incorporated questions regarding
program management and
subrecipient oversight into this
section.

Clarified requirements for
development and submission of a
state or program management
plan in question TC-PgM2.

No significant changes.

Updated guidance relating to
Section 5339 state and program
management plans to reflect
FAST Act changes.

Moved Enhanced Review trigger,
background and resource
guestions to issues/areas of
concern for FTA.

Added question 25 and
associated guidance regarding
subrecipient agreement content
as required by 2 CFR Part 200.

Moved questions regarding
oversight of financial capacity to
Section 2. “Financial
Management and Capacity.”

Eliminated question regarding
oversight of subrecipient technical
capacity.

Eliminated question regarding
technical assistance to
subrecipients.

Eliminated question regarding
state safety oversight.
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TECHNICAL CAPACITY - PROGRAM MANAGEMENT AND SUBRECIPIENT OVERSIGHT

FY2017

FY2018

FY2019

FY2020

2. TECHNICAL CAPACITY

4. TECHNICAL CAPACITY —
PROGRAM MANAGEMENT
AND SUBRECIPIENT
OVERSIGHT

4. TECHNICAL CAPACITY —
PROGRAM MANAGEMENT
AND SUBRECIPIENT
OVERSIGHT

4. TECHNICAL CAPACITY —
PROGRAM MANAGEMENT
AND SUBRECIPIENT
OVERSIGHT

Added question TC-PgM1
regarding transit provider
involvement in the development
of the long-range transportation
plan and the State Transportation
Improvement Plan (STIP) (moved
from Planning/Program of
Projects).

Expanded question TC-PgML1 to
address nonmetropolitan local
official involvement in the
development of the long-range
transportation plan and the STIP.

In question TC-PgM2 regarding
state and program management
plans, directed reviewers to
review the plans for required
elements only when the plans
have not been reviewed and
approved by FTA.

Added question TC-PgM3
regarding signed lobbying
certifications from subrecipients
(moved from Procurement).

Added question TC-PgM4
regarding suspension and
debarment as it relates to

subrecipients (moved from
Procurement).
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TECHNICAL CAPACITY - PROGRAM MANAGEMENT AND SUBRECIPIENT OVERSIGHT

FY2017

FY2018

FY2019

FY2020

2. TECHNICAL CAPACITY

4. TECHNICAL CAPACITY —
PROGRAM MANAGEMENT
AND SUBRECIPIENT
OVERSIGHT

4. TECHNICAL CAPACITY —
PROGRAM MANAGEMENT
AND SUBRECIPIENT
OVERSIGHT

4. TECHNICAL CAPACITY —
PROGRAM MANAGEMENT
AND SUBRECIPIENT
OVERSIGHT

Clarified requirements regarding
verifying subrecipient suspension
and debarment in In question TC-
PgM4.

TECHNICAL CAPACITY — PROJECT MANAGEMENT

FY2017

FY2018

FY2019

FY2020

2. TECHNICAL CAPACITY

5. TECHNICAL CAPACITY —
PROJECT MANAGEMENT

5. TECHNICAL CAPACITY —
PROJECT MANAGEMENT

5. TECHNICAL CAPACITY —
PROJECT MANAGEMENT

Combined Program Management,
Grant Administration, and Project
Management from the State
Management Review into one
review area, Technical Capacity.

Incorporated questions regarding
project management into this
section.

No significant changes.

Clarified requirements relating to
force account justifications versus
force account plans in question
TC-PjM2.

Moved Enhanced Review trigger,
background and resource
questions to issues/areas of
concern for FTA.

Clarified force account plan
requirements in question TC-
PiM2.

Added language which addressed
oversight of subrecipient capital
or planning projects in question
TC-PjM3.
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TRANSIT ASSET MANAGEMENT

FY2017 FY2018 FY2019 FY2020
TRANSIT ASSET TRANSIT ASSET 6. TRANSIT ASSET 6. TRANSIT ASSET
MANAGEMENT MANAGEMENT MANAGEMENT MANAGEMENT

Section did not exist in 2017.

Section did not exist in 2018.

Added the section.

No significant changes.
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SATISFACTORY AND CONTINUING CONTROL

FY2017

FY2018

FY2019

FY2020

9. SATISFACTORY AND
CONTINUING CONTROL

6. SATISFACTORY AND
CONTINUING CONTROL

7. SATISFACTORY AND
CONTINUING CONTROL

7. SATISFACTORY AND
CONTINUING CONTROL

Added question 14 to address
state useful life standards for
Section 5339 funds used in
Section 5307-funded service.

Eliminated questions relating to
Emergency Relief awards and
state useful life standards.

Eliminated question regarding
certifications of cost-effectiveness
determinations for use of capital
assistance to finance leases of
transit facilities or equipment.

No significant changes.

Moved all questions relating to
Sections 5310 and 5311
requirements to the respective
stand-alone review areas.

Removed the deficiency for
excess spare ratios for fixed-route
fleets of fewer than 50 vehicles.

Added question SCC1 regarding
an inventory for real property
purchased with an award made
on or after December 26, 2014.

Refocused Question SCC12
regarding oversight to address
subrecipients only as the
recipient’s procedures for
maintaining satisfactory
continuing control over its FTA-
funded property should also
address property used by
contractors and lessees. Added
indicators regarding excess real
property, incidental use, idle
facilities, disposition, and flood
insurance.

Added question SCC3 regarding
use, lease or disposition of idle
FTA-funded real property.

In questions SCC7 and SCCS8,
clarified equipment management
and disposition requirements as
they apply to states.
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SATISFACTORY AND CONTINUING CONTROL

FY2017

FY2018

FY2019

FY2020

9. SATISFACTORY AND
CONTINUING CONTROL

6. SATISFACTORY AND
CONTINUING CONTROL

7. SATISFACTORY AND
CONTINUING CONTROL

7. SATISFACTORY AND
CONTINUING CONTROL

Added question SCC11 regarding
certifications of cost-effectiveness
determinations for use of capital
assistance to finance leases of
transit facilities or equipment.
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MAINTENANCE

FY2017

FY2018

FY2019

FY2020

3. MAINTENANCE

7. MAINTENANCE

8. MAINTENANCE

8. MAINTENANCE

No significant changes.

Moved Enhanced Review trigger,
background and resource
questions to issues/areas of
concern for FTA.

No significant changes.

No significant changes.

Clarified requirements that apply
to states.

Removed deficiencies regarding
incomplete/inadequate/out of date
vehicle and facility maintenance
plans.

Consolidated all indicators
regarding oversight of
subrecipient, contractors,
lessees, into question M5.
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MAINTENANCE

FY2017

FY2018

FY2019

FY2020

3. MAINTENANCE

7. MAINTENANCE

8. MAINTENANCE

8. MAINTENANCE

For question M2 regarding
preventive maintenance
inspections for FTA-funded
assets:

Removed questions, relating
to goals and objectives
inclusion in written
maintenance plan

Removed questions, relating
to on-board security systems
requirement for maintenance
program

Removed question, relating to
mission critical items

Removed question, relating to
record retention

Removed question, relating to
location of preventive
maintenance records

For question M3 regarding
vehicle maintenance accessibility
features, added indicator relating
to maintaining accessibility
features for facilities and facility
related equipment.

Consolidated all indicators
regarding oversight of
subrecipients, contractors,
lessees into question M5.
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PROCUREMENT

FY2017 FY2018 FY2019 FY2020
6. PROCUREMENT 8. PROCUREMENT 9. PROCUREMENT 9. PROCUREMENT
Added information on Super Continued to incorporate FAST Overall, noted that flexibility Clarified that FTA Circular

Circular requirements being the
point of reference over FTA C.
4220.1F where there is conflicting
information between the two.

and 2 CFR Part 200 changes into
applicable questions for areas
such as thresholds and Buy
America.

afforded by 2 CFR Part 200 for
states should not be
misconstrued as absolving a state
from Federal requirements. This
note was included in the Purpose
of the Review Area section and is
additionally incorporated in the
Applicability and Potential
Deficiency Determination sections
of each question.

4220.1F has not been updated to
incorporate 2 CFR Part 200.

Added information on thresholds
relating to Buy America
($150,000) and micro-purchases
($3,500).

Moved Enhanced Review trigger,
background and resource
guestions to issues/areas of
concern for FTA.

Updated small and micro-
purchase thresholds to currently-
approved levels.

Removed revenue contracts from
type of procurements to sample
during the Comprehensive
Review.

Revised explanation for
notification to FTA of protests.

Removed questions relating to
staffing of procurement function.

Added question regarding the
public availability of protest
procedures.

For question P2, clarified what
standards of conduct should
address regarding internal
conflicts of interest.

Provided additional information
on geographic preference related
to construction hiring and
USDOT's pilot program for other-
than-construction hiring.

Revised review of procurement
policies and procedures to align
with the areas noted in 2 CFR
Part 200.

Added information in question on
A&E services for on-call A&E
contracts.

For question P11, added clause
for Notice to FTA and USDOT
Inspector General of information
related to fraud, waste abuse or
other legal matters, as well as the
corresponding language from
FTA Master Agreement.
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PROCUREMENT

FY2017

FY2018

FY2019

FY2020

6. PROCUREMENT

8. PROCUREMENT

9. PROCUREMENT

9. PROCUREMENT

Revised information relating to
need to search System for Award
Management prior to award.

Removed separate question
relating to organizational conflicts
of interest and duplicative or
unnecessary procurements; these
are now covered in question P1
regarding procurement policies
and procedures.

Modified the clauses reviewed in
the Comprehensive Review to
only those clauses noted
specifically in 2 CFR Part 200 and
the Master Agreement. If one or
more of those applicable clauses
is missing, a deficiency is made.

For question P14 regarding
change orders, added governing
directives from 2 CFR 200
concerning full and open
competition.

Updated Buy America information
noting that requirements apply to
capital leases.

Modified question P3 on protest
procedures to conform with 2
CFR Part 200 (relating to FTA's
involvement).

Revised selection of subrecipient
procurement (in oversight
guestion) to focus on
procurements that had previously
been reviewed by the recipient.

For question P17 regarding
assignment of options, revised
the basic requirement to include
FTA recommendations regarding
assignability clauses in piggyback
contracts.

Updated information on
piggyback, state-led, or joint
procurements based on FAST
Act.

Removed question on USDOT'’s
pilot program on Contracting
Initiatives.

For question P20, revised
information on Buy America pre-
award and post-delivery
certifications to indicate that they
have to be completed but not
signed.

Updated information on Altoona
testing pass/fail requirements per
FAST Act.

Changed deficiency
determination from only deficient
if all clauses were missing to
deficiency if one required clause
was missing.

Included transit vehicle
manufacturer (TVM) definition

and additional related information.

Removed information questions
regarding types of procurements
conducted or anticipated.

Removed questions on Brooks
Act compliance in on-call type
procurements.
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PROCUREMENT

FY2017

FY2018

FY2019

FY2020

6. PROCUREMENT

8. PROCUREMENT

9. PROCUREMENT

9. PROCUREMENT

Added FAST Act Buy America
domestic content question into
piggybacking question.

Removed question regarding Buy
America waiver requests.

Added potential deficiency for the
recent requirement for vehicles to
receive ‘passing’ bus-testing
report.

Included increasing domestic
content Buy America
requirements to pre-award/post-
delivery questions.

Removed emergency relief
procurement questions.

Removed procurement oversight
guestion for procurements by
contractors.
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DISADVANTAGED BUSINESS ENTERPRISE

FY2017

FY2018

FY2019

FY2020

7. DISADVANTAGED
BUSINESS ENTERPRISE

9. DISADVANTAGED
BUSINESS ENTERPRISE

10. DISADVANTAGED
BUSINESS ENTERPRISE

10. DISADVANTAGED
BUSINESS ENTERPRISE

Provided information on obtaining
December 1, 2015, semi-annual
reports.

Moved Enhanced Review trigger,
background and resource
guestions to issues/areas of
concern for FTA.

No significant changes.

Expanded question DBE2
regarding DBELO designation to
address adequate resources to
implement the program.

Added information on working
with procurement for DBE clause
inclusion.

Removed question relating to
‘timely’ submission of DBE
program plan.

For question DBE3 regarding
DBE goal submissions, added
indicator on revising overall goals
based on FTA review and
comment to submission.

Expanded question and added
verbiage to explanation and
determination regarding the
duration for posting notice of goal
to website.

Removed question relating to
loading DBE program plan to
EAMS.

For question DBE10, expanded
guestion on TVM project-specific
goals to other project-specific
goals.

Added discussion in explanation
that notification of vehicle awards
should be done using the Transit
Vehicle Manufacturer (TVM)
Award Reporting Form located
online through the FTA's Civil
Rights DBE Webpage and
provided information on award of
options and subrecipient awards.

Changed question which asked if
DBE program was approved by
FTA to ask if required revisions
noted by FTA were made.

For question DBE12, expanded
indicator on monitoring to address
commercially useful function of
DBEs.
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DISADVANTAGED BUSINESS ENTERPRISE

FY2017

FY2018

FY2019

FY2020

7. DISADVANTAGED
BUSINESS ENTERPRISE

9. DISADVANTAGED
BUSINESS ENTERPRISE

10. DISADVANTAGED
BUSINESS ENTERPRISE

10. DISADVANTAGED
BUSINESS ENTERPRISE

Added definition of TVM.

Removed questions relating to
the sufficiency of the overall goal
methodology or the goal-setting
process.

For question DBE13 regarding
certifications and standards:

e added indicator on required
training for certification staff

e added indicator on making in-
state and interstate
certifications timely

Added information on
enforcement of race-conscious
goals and monitoring for reporting
purposes for race-neutral goals.

Removed question relating to
overall goal of ‘zero.’

Revised DBE Liaison Officer
(DBELO) question to focus on
vacancy of position and direct
and independent access of
DBELO to the chief executive
officer (CEO).

Eliminated questions on other
staff/resources applied to the
DBE program and the sufficiency
of resources.

Removed questions relating to
follow-up to FTA’s review of
shortfall analysis and conciliation
agreements.

Removed question relating to a
recipient trying race-conscious if it
was not meeting its goal entirely
race-neutrally as projected.
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DISADVANTAGED BUSINESS ENTERPRISE

FY2017

FY2018

FY2019

FY2020

7. DISADVANTAGED
BUSINESS ENTERPRISE

9. DISADVANTAGED
BUSINESS ENTERPRISE

10. DISADVANTAGED
BUSINESS ENTERPRISE

10. DISADVANTAGED
BUSINESS ENTERPRISE

Removed question relating to
actions taken by a recipient upon
notification from DBE that it was
not being paid promptly.

Added question on DBE
termination/substitution process
for a race-conscious project.

Eliminated question on being part
of Unified Certification Program
(UCP).

Eliminated question on
submission by UCP of annual
report to USDOT.

Removed DBE supplemental
section to be asked of all
agencies that certify.

Added/retained questions on
certification regarding 1) use of
correct application form 2) use of
correct personal net worth (PNW)
form 3) conduct of site visit for
instate initial certifications, and

4) recording of correct NAICS
codes in UCP directory.
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TITLE VI

FY2017

FY2018

FY2019

FY2020

5. TITLE VI

10. TITLE VI

11. TITLE VI

11. TITLE VI

Removed reference to FTA C.
4702.1A, as all recipient
programs should be in
compliance with FTA
Circular.4702.1B.

Moved Enhanced Review trigger,
background and resource
guestions to issues/areas of
concern for FTA.

No significant changes.

Added a new indicator to question
TVI3: regarding the required
elements of the Title VI notice.

Removed triggers regarding the
(1) assessment of recipients’
limited English proficiency
analysis, (2) constructing new
facilities and the applicability of
the National Environmental Policy
Act (NEPA) process, and (3)
changes to fare, fare medium, or
service characteristics.

Consolidated all indicators
regarding oversight of
subrecipients, contractors,
lessees, to TVI6.

Added a new indicator to question
TVI8 regarding the recipient’s
monitoring the amenities it
provides in accordance with its
Title VI Program.

Included the definition of facilities
as it applies to facility siting
requirements (question 22).

For question TV1 regarding Title
VI Program: added indicator
regarding FTA'’s issued
correspondence indicating
required revisions to the
submitted Title VI Programs.

Added questions on program-
specific requirements for
metropolitan planning
organizations (MPOs) that are
direct recipients of FTA funds
(questions 39-42).

Removed question, What steps
has the grantee taken to ensure
meaningful access to the
benefits, services, information,
and other important portions of its
programs and activities for limited
English proficiency (LEP)
persons?

Removed question, How did the
results of the four-factor analysis
influence the steps taken?
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TITLE VI

FY2017

FY2018

FY2019

FY2020

5. TITLE VI

10. TITLE VI

11. TITLE VI

11. TITLE VI

Removed question, How does the
grantee train employees to
provide timely and reasonable
language assistance, even those
that may not be apparent from the
four-factor analysis?

Removed question, What
processes does the grantee use
to evaluate if it is distributing
funds in a nondiscriminatory
manner?

Removed question, How does the
State DOT analyze the overall
allocation of the benefits and
burdens of transportation
investments in light of Title VI
considerations?

Removed question, What
processes does the grantee use
to evaluate if it is distributing
funds in a nondiscriminatory
manner?

Removed question, How does the
State DOT analyze the overall
allocation of the benefits and
burdens of transportation
investments in light of Title VI
considerations?
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TITLE VI

FY2017

FY2018

FY2019

FY2020

5. TITLE VI

10. TITLE VI

11. TITLE VI

11. TITLE VI

Removed question, How did the
grantee collect and analyze
demographic data showing the
extent to which members of
minority groups were
beneficiaries of programs
receiving FTA financial
assistance?

Remove question, When did the
grantee update the required maps
prior to proposed service
reductions or eliminations?
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AMERICANS WITH DISABILITIES ACT — GENERAL

FY2017

FY2018

FY2019

FY2020

4. AMERICANS WITH
DISABILITIES ACT

11. AMERICANS WITH
DISABILITIES ACT - GENERAL

12. AMERICANS WITH
DISABILITIES ACT - GENERAL

12. AMERICANS WITH
DISABILITIES ACT - GENERAL

Incorporated references to FTA
Circular 4701.1, “Americans with
Disabilities Act (ADA) Guidance.”

Moved Enhanced Review trigger,
background and resource
guestions to issues/areas of
concern for FTA.

For question ADA-GEN1
regarding ADA complaints:

e added indicators regarding
the processes for identifying
and addressing ADA
complaints

e eliminated discussion
regarding contact information
for filing a complaint

For question ADA-GENL1, clarified
requirements regarding
summaries of complaints.

For question ADA-GEN1
regarding complaints:

e added indicator regarding
contact information for filing a
complaint

e clarified when a recipient may
use the same process for
accepting and investigating
ADA and Title VI complaints

For question ADA-GEN4
regarding the purchase of non-
accessible vehicles for demand-
response service, clarified
certification requirements.

For question ADA-GEN3, added
corrective action regarding
advance notice for accessible
vehicles.

For question ADA-GEN2
regarding accessible new
vehicles used in fixed-route
service, eliminated the indicator
related to accessible spare
vehicles.

Added question ADA-GEN5
regarding equivalent service for
services provided under contract
by a taxi company, transportation
network company (TNC), or other
private entity.

For question ADA-GENS,
regarding service provisions,
eliminated the indicator
addressing forward-facing priority
seating and associated
deficiency.
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AMERICANS WITH DISABILITIES ACT — GENERAL

FY2017

FY2018

FY2019

FY2020

4. AMERICANS WITH
DISABILITIES ACT

11. AMERICANS WITH
DISABILITIES ACT - GENERAL

12. AMERICANS WITH
DISABILITIES ACT - GENERAL

12. AMERICANS WITH
DISABILITIES ACT - GENERAL

For question ADA-GENS8, moved
indicators regarding maintenance
of accessibility features to Section
7. “Maintenance.”

For question ADA-GENS8
regarding service provision:

e added an indicator regarding
service animals

e added an indicator regarding
designation of forward-facing
seats as priority seating

e added an indicator regarding
designation of and policy
towards securement locations

For question ADA-GENS8, added
indicators that address waivers
from wheelchair users and
standees who use wheelchair lifts
as a condition of service, and
associated deficiencies.

For question ADA-GENS relating
to general public route deviation
service, added an indicator
regarding equivalent service.

For question ADA-GEN9, added
an indicator and associated
deficiency code regarding
maintenance of accessible paths.

For question ADA-GEN10
regarding rail service, eliminated
the indicator addressing dwell
time as it is addressed in the
guestion related to service
provision.

For question ADA-GEN11
regarding ferry service:

e added an indicator adding
requirements for a passenger
with a disability to travel with
another person

e eliminated an indicator related
to fares and surcharges
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AMERICANS WITH DISABILITIES ACT — GENERAL

FY2017

FY2018

FY2019

FY2020

4. AMERICANS WITH
DISABILITIES ACT

11. AMERICANS WITH
DISABILITIES ACT - GENERAL

12. AMERICANS WITH
DISABILITIES ACT - GENERAL

12. AMERICANS WITH
DISABILITIES ACT - GENERAL

Consolidated all indicators
regarding oversight of
contractors, lessees, and public
entities into question ADA-
GEN12.

Consolidated all indicators
regarding oversight of
subrecipients into question ADA-
GEN13.
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AMERICANS WITH DISABILITIES ACT — COMPLEMENTARY PARATRANSIT

COMPLEMENTARY
PARATRANSIT

COMPLEMENTARY
PARATRANSIT

FY2017 FY2018 FY2019 FY2020
SECTION DID NOT EXIST IN 12. AMERICANS WITH 13. AMERICANS WITH 13. AMERICANS WITH
2017. DISABILITIES ACT — DISABILITIES ACT — DISABILITIES ACT —

COMPLEMENTARY
PARATRANSIT

Moved Enhanced Review trigger,
background and resource
guestions to issues/areas of
concern for FTA.

Added question ADA-CPT1
regarding whether the recipient is
a public operator of fixed-route
service.

Added an indicator to question
ADA-CPT3 regarding the time it
takes to process visitor requests.

Eliminated questions regarding
service requirements.

For question ADA-CPT2

regarding eligibility

determinations, added indictors

that address:

e Inappropriate eligibility
determination factors

e Personal care attendants

Clarified in question ADA-CPT5
that the Comprehensive Review
will find a deficiency for
noncompliant no-show policies
even when they are not enforced.

Eliminated indicators regarding
service beyond ADA
complementary paratransit
requirements.

e Added question ADA-CPT4
regarding service
requirements.

For question ADA-CPT4
regarding service availability,
added an indicator regarding
negotiating trip times during the
reservation process.
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EQUAL EMPLOYMENT OPPORTUNITY

FY2017

FY2018

FY2019

FY2020

17. EQUAL EMPLOYMENT
OPPORTUNITY

13. EQUAL EMPLOYMENT
OPPORTUNITY

14. EQUAL EMPLOYMENT
OPPORTUNITY

14. EQUAL EMPLOYMENT
OPPORTUNITY

No significant changes.

Moved background questions to
Issues/Areas of Concern for FTA
Awareness.

No significant changes.

No significant changes.

Revamped the section to
incorporate the requirements of
FTA Circular 4704.1A regarding
frequency of equal employment
opportunity (EEO) program
submittals and abbreviated plan
requirements. FTA now relies on
Comprehensive Reviews to
review abbreviated EEO
programs.
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SCHOOL BUS

FY2017

FY2018

FY2019

FY2020

14. SCHOOL BUS

14. SCHOOL BUS

15. SCHOOL BUS

15. SCHOOL BUS

No significant changes.

Expanded oversight questions
(SB3 and SB4) to address
contractors and lessees.

No significant changes.

No significant changes.
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CHARTER BUS

FY2017

FY2018

FY2019

FY2020

13. CHARTER BUS

15. CHARTER BUS

16. CHARTER BUS

16. CHARTER BUS

Clarified that FTA only
communicates directly with the
entities named in the complaint;
therefore, in the case of
subrecipients, there is no official
role for recipients.

Eliminated the question regarding
the subrecipient, contractor, or
lessee requesting an advisory
opinion from the Office of Chief
Counsel.

No significant changes.

No significant changes.

Deleted question related to
subrecipient’s role in complaint
process.

Eliminated the question regarding
cease and desist orders.

Eliminated the question regarding
registered charter provider, or its
duly authorized representative,
filing a complaint with the Office
of the Chief Counsel.

Expanded oversight question
(CB3) to address contractors and
lessees.

Added question relating to
quarterly reporting for Charter
service provided
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DRUG FREE WORKPLACE ACT

FY2017 FY2018 FY2019 FY2020
16. DRUG FREE WORKPLACE | 16. DRUG FREE WORKPLACE 17. DRUG FREE WORKPLACE 17. DRUG FREE WORKPLACE
AND DRUG AND ALCOHOL ACT ACT ACT

PROGRAM

No significant changes.

No significant changes.

No significant changes.

No significant changes.
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DRUG AND ALCOHOL PROGRAM

FY2017 FY2018 FY2019 FY2020
16. DRUG-FREE WORKPLACE 17. DRUG AND ALCOHOL 18. DRUG AND ALCOHOL 18. DRUG AND ALCOHOL
AND DRUG AND ALCOHOL PROGRAM PROGRAM PROGRAM

PROGRAM

Added guidance regarding
employees subject to both FTA
and Federal Motor Carrier Safety
Administration (FMCSA) drug and
alcohol testing (question 7).

Moved background questions to
Issues/Areas for FTA Concern.

No significant changes.

No significant changes.

Eliminated statement that if only
one taxi company is available, it
is not subject to FTA drug and
alcohol testing requirements
(question 7)

Eliminated questions regarding
the drug and alcohol testing pool,
annual Management Information
System (MIS) reporting, random
testing, and post-accident testing.

Added question regarding drug
and alcohol policies of ferry
operators (question 8).

In question DA1, reduced the
number of elements of a drug and
alcohol policy reviewed. Added
an indicator regarding policy
distribution.

Clarified MIS reporting
requirements (questions 10 and
11).

In question DA5, focused the
oversight question on
qualifications of service agents
and MIS reporting.
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SECTION 5307 PROGRAM REQUIREMENTS

FY2017

FY2018

FY2019

FY2020

3. TECHNICAL CAPACITY

18. SECTION 5307 PROGRAM
REQUIREMENTS

19. SECTION 5307 PROGRAM
REQUIREMENTS

19. SECTION 5307 PROGRAM
REQUIREMENTS

Updated associated transit
improvement discussion to
incorporate FAST Act changes.

Incorporated Section 5307
requirements into one section.

No significant changes.

Deleted the question regarding
associated transit improvement
reports.

10. Planning/Program of
Projects

Moved background and resource
guestions to issues/areas of
concern for FTA.

Deleted question regarding transit
security expenditures.

Added question 7 regarding
public transit provider
involvement in the state planning
programs.

Added question 5307:1 regarding
the contents of the written
agreement with the MPO.

11. Public Comment on Fare
and Service Changes

Added review of the MPO public
involvement plan to 5307:2
regarding public involvement.

No significant changes.

Added an indicator to question
5307:4 regarding the location
where an agency-issued half-fare
identification card can be
obtained.

12. Half Fare

No significant changes.

15. Security

No significant changes.
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SECTION 5310 PROGRAM REQUIREMENTS

FY2017

FY2018

FY2019

FY2020

3. TECHNICAL CAPACITY

19. SECTION 5310 PROGRAM
REQUIREMENTS

20. SECTION 5310 PROGRAM
REQUIREMENTS

20. SECTION 5310 PROGRAM
REQUIREMENTS

Added questions regarding state
tracking of Section 5310 funds by
area (rural, small urban, and large
urban) and transfers of Section
5310 funds.

Moved background and resource
guestions to issues/areas of
concern for FTA.

No significant changes.

No significant changes.

Eliminated indicator regarding the
fair and equitable distribution of
funds.

Eliminated indicator regarding
cycle and duration of coordinated
plans and coordination with
MPOs in development of the
plans.

In question 5310:5, added an
indicator regarding leases of
Section 5310-funded vehicles to
private entities.
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SECTION 5311 PROGRAM REQUIREMENTS

FY2017

FY2018

FY2019

FY2020

3. TECHNICAL CAPACITY

19. SECTION 5311 PROGRAM
REQUIREMENTS

20. SECTION 5311 PROGRAM
REQUIREMENTS

20. SECTION 5311 PROGRAM
REQUIREMENTS

No significant changes.

Moved background and resource
questions to issues/areas of
concern for FTA.

No significant changes.

No significant changes.

In question 5311:1, added an
indicator for eligibility of directly
operated service.

In question 5311:2, removed the
indicator for the fair and equitable
distribution of funds.

Eliminated question regarding
use of privately provided intercity
bus service as in-kind match.
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1. LEGAL

PURPOSE OF THIS REVIEW AREA

The recipient must promptly notify the FTA of legal matters, include clauses in its third party and
subrecipient agreements, and additionally notify the U.S. DOT Office of Inspector General (OIG) of any
instances relating to false claims under the False Claims Act or fraud. Recipients must comply with
restrictions on lobbying requirements.

QUESTIONS TO BE EXAMINED
1. Since the last Comprehensive Review, did the recipient promptly notify the FTA of any legal matters
that may affect the FTA?

2. Since the last Comprehensive Review, did the recipient promptly notify the FTA and U.S. DOT OIG of
any instances relating to false claims under the False Claims Act or fraud, waste or abuse?

3. Since the last Comprehensive Review, did the recipient and any subrecipients use only non-
appropriated funds for any lobbying activities and did each file the required disclosure form?

4. Does the recipient include clauses in its third party and subrecipient agreements that require
notification of any legal matter that may affect the Federal government?

INFORMATION NEEDED FROM RECIPIENT
Recipient Information Request
e List of litigations, breaches, defaults, disputes or instances where the Federal government was
named as a party to litigation or a legal disagreement since the last review
e Listing of false claims received or criminal violation committed related to Federal assistance since
the last review
e List of law enforcement investigations concerning the recipient’s federally funded projects, to the
extent known to the recipient
e Examples of procurement agreements and sub-grant agreements
o Details of lobbying activities conducted and/or awards received based on such activities

Recipient Follow-up
e Office of Management and Budget (OMB) Standard Form LLL

L1. Since the last Comprehensive Review, did the recipient promptly notify the FTA of
any legal matters that may affect the FTA?

BASIC REQUIREMENT
A recipient must promptly notify the FTA of any current or prospective legal matters that may affect the
Federal government.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER

The recipient is required to promptly notify the FTA Chief Counsel or the FTA Regional Counsel for the
region in which the recipient is located of any current or prospective legal matters that may affect the
Federal government. The types of legal matters that require notification include, but are not limited to, a
major dispute, breach, default, litigation, or naming of the Federal government as a party to litigation or a
legal disagreement in any forum for any reason.
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INDICATORS OF COMPLIANCE
a. Were there any legal matters including major disputes, breaches, defaults, or litigation where the
Federal government was named as a party or FTA-funded assets could be affected? If no, move
to the next question.

b. If yes, did the recipient notify the FTA’s Chief Counsel or its Regional Counsel?

INSTRUCTIONS FOR REVIEWER

Review information from the recipient and regional office, and information based on internet research of
the recipient for documentation of legal matters including major disputes, breaches, defaults, or litigation
where the Federal government was named as a party or FTA-funded assets could be affected since the
last Comprehensive Review.

POTENTIAL DEFICIENCY DETERMINATION

The recipient is deficient if it did not notify FTA’s Chief Counsel or Regional Counsel about a major
dispute, breach, default, litigation, or any instances when the Federal government was named as a party
to litigation or a legal disagreement.

DEFICIENCY CODE L1-1: Failure to notify FTA of potential or pending litigation
SUGGESTED CORRECTIVE ACTION: The recipient must submit documentation to the regional

office that it has submitted the applicable information to the FTA Chief Counsel or Regional
Counsel along with a process to ensure timely notification in the future.

GOVERNING DIRECTIVE
FTA Master Agreement, Section 39(b)(1)(2)

If a current or prospective legal matter that may affect the Federal Government emerges, the Recipient
must promptly notify the FTA Chief Counsel and FTA Regional Counsel for the Region in which the
Recipient is located. The Recipient must include a similar notification requirement in its Third Party
Agreements and must require each Third Party Participant to include an equivalent provision in its
subagreements at every tier, for any agreement that is a “covered transaction” according to 2 C.F.R. 88
180.220 and 1200.220. (1) The types of legal matters that require notification include, but are not limited
to, a major dispute, breach, default, litigation, or naming the Federal Government as a party to litigation or
a legal disagreement in any forum for any reason. (2) Matters that may affect the Federal Government
include, but are not limited to, the Federal Government'’s interests in the Award, the accompanying
Underlying Agreement, and any Amendments thereto, or the Federal Government’s administration or
enforcement of federal laws, regulations, and requirements.

L2. Since the last Comprehensive Review, did the recipient promptly notify the FTA
and U.S. DOT OIG of any instances relating to false claims under the False Claims
Act or fraud, waste or abuse?

BASIC REQUIREMENT
A recipient must promptly notify the FTA and the U.S. DOT OIG of any instances relating to false claims
under the False Claims Act or fraud, waste or abuse.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER
Recipients must promptly notify the U.S. DOT Inspector General and the FTA Chief Counsel or regional
counsel for the region in which the recipient is located if the recipient has knowledge that a Principal,
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Official, Employee, Agent, or Third Party Participant of the recipient, or other person potentially may have
submitted a false claim under the False Claims Act, 31 U.S.C. 83729 et seq., or has committed a criminal
or civil violation of law pertaining to fraud, conflict of interest, bribery, gratuity, or similar misconduct
involving federal assistance.

INDICATORS OF COMPLIANCE
a. Since the last Comprehensive Review, did the recipient have evidence that one of its principals,
officers, employees, agents, or third party participants submitted a false claim or committed a
criminal or civil violation of law pertaining to such matters as fraud, conflict of interest, bribery,
gratuity, or similar misconduct involving Federal assistance? If no, move to the next question.

b. If yes, did the recipient notify the FTA’s Chief Counsel or its Regional Counsel and the U.S. DOT
OIG?

INSTRUCTIONS FOR REVIEWER

Review information from the recipient and regional office. Conduct an internet search of the recipient for
documentation/evidence of false claims or criminal violations related to Federal assistance since the last
Comprehensive Review.

POTENTIAL DEFICIENCY DETERMINATION

The recipient is deficient if it did not notify the FTA’s Chief Counsel or Regional Counsel and the U.S.
DOT OIG about an applicable false claim, civil or criminal crime, fraud, conflict of interest, bribery,
gratuity, or similar misconduct related to its Federal assistance.

DEFICIENCY CODE L2-1: False claim, fraud, waste, abuse, or other civil or criminal infraction
not reported

SUGGESTED CORRECTIVE ACTION: The recipient must submit documentation to the FTA
regional office that it has submitted applicable information to the FTA Chief Counsel or Regional
Counsel and the U.S. DOT OIG and a process to ensure timely notification in the future.

GOVERNING DIRECTIVE
FTA Master Agreement, Section 39(b)(3)

The Recipient must promptly notify the U.S. DOT Inspector General in addition to the FTA Chief Counsel
or Regional Counsel for the Region in which the Recipient is located, if the Recipient has knowledge of
potential fraud, waste, or abuse occurring on a Project receiving assistance from FTA. The notification
provision applies if a person has or may have submitted a false claim under the False Claims Act, 31
U.S.C. § 3729 et seq., or has or may have committed a criminal or civil violation of law pertaining to such
matters as fraud, conflict of interest, bid rigging, misappropriation or embezzlement, bribery, gratuity, or
similar misconduct involving federal assistance. This responsibility occurs whether the Project is subject
to this Agreement or another agreement between the Recipient and FTA, or an agreement involving a
principal, officer, employee, agent, or Third Party Participant of the Recipient. It also applies to
subcontractors at any tier. Knowledge, as used in this paragraph, includes, but is not limited to,
knowledge of a criminal or civil investigation by a Federal, state, or local law enforcement or other
investigative agency, a criminal indictment or civil complaint, or probable cause that could support a
criminal indictment, or any other credible information in the possession of the Recipient. In this paragraph,
“promptly” means to refer information without delay and without change. This notification provision applies
to all divisions of the Recipient, including divisions tasked with law enforcement or investigatory functions.
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L3. Since the last Comprehensive Review, did the recipient and any subrecipients use
only non-appropriated funds for any lobbying activities and did each file the
required disclosure form?

BASIC REQUIREMENT

Recipients and subrecipients are prohibited from using appropriated Federal funds to lobby for Federal
funds. If the recipient or subrecipient uses local funds to lobby for transit purposes, recipients and
subrecipients must file the OMB Standard Form LLL with the FTA.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER
The use of Federal funds for lobbying is prohibited. If lobbying services for transit purposes are procured
with non-Federal funds, the recipient is required to submit the disclosure form, Office of Management and
Budget (OMB) Standard Form LLL (Rev.7-97).

Activities that are required to be disclosed include the hiring of any third party (i.e., lobbyist) for the
purpose of attempting to influence a covered Federal action. Disclosure is not required for activities
performed by the recipient’s own regularly employed officers and employees. Covered Federal action
means any of the following Federal actions:

Awarding of any Federal contract or subcontract exceeding $100,000

Making of any Federal grant or subgrant exceeding $100,000

Making of any Federal loan or loan guarantee exceeding $150,000

Entering into any Federal cooperative agreement exceeding $100,000

Extension, continuation, renewal, amendment, or modification of any Federal contract, grant, or
cooperative agreement exceeding $100,000 or of a loan or loan guarantee exceeding $150,000

Updates to OMB Standard Form LLL are required for each calendar quarter in which any event occurs
that requires disclosure, or that materially affects the accuracy of the information contained in any
disclosure form previously filed by the entity. Those events may include:
e A cumulative increase of $25,000 or more in the amount paid or expected to be paid for
influencing or attempting to influence a “covered Federal action”
e A change in the person(s) attempting to influence such action
e A change in the officer(s), employee(s), or member(s) contacted to attempt to influence such
action.

Any subrecipient, contractor, and subcontractor in receipt of an award or contract exceeding $100,000 is
subject to the same disclosure and updating requirements as the recipient. The recipient must obtain an
OMB Standard Form LLL or a quarterly report update from a subrecipient, contractor, or subcontractor for
an event that should be reported.

INDICATORS OF COMPLIANCE
a. Did the recipient pay for lobbying activities since the last Comprehensive Review? If no, move to
indicator c.

b. What types of funds were used to pay for lobbying activities? If local funds were used, were the
proper disclosures made?

c. How does the recipient ensure that its subrecipients, contractors, and subcontractors comply with
the lobbying requirements?

d. If any contractor or subcontractor confirms lobbying activities, did the recipient obtain the OMB
Standard Form LLL and provide it to the FTA?
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INSTRUCTIONS FOR REVIEWER

Recipient lobbying: Confirm with the FTA’s Office of Chief Counsel if the recipient conducts lobbying
activities and obtain copies of OMB Standard Form LLL to determine if disclosures were made quarterly
when required. In preparing the ECHO sample, review payments made for professional services not
clearly described in financial reports. Prior to, or during the site visit, discuss the nature of these
professional services and any lobbying activities the recipient may have conducted. Determine if Federal
funds may have been used for lobbying or if required disclosures were not submitted for local funds used
in such lobbying activities it conducted.

Oversight of subrecipient, contractor, subcontractor, or lessee lobbying: On-site, discuss with the
recipient its process for obtaining information on lobbying activities conducted by subrecipients,
contractors, subcontractors, or lessees. For subrecipients, contractors, and lessees selected for a site
visit, review the applicable agreements and contracts to verify required lobbying disclosures and
certifications were obtained. During the subrecipient, contractor, and lessee site visits, discuss any
lobbying activities the entity may have conducted, whether or not Federal funds were used, and if the
required disclosures were made.

POTENTIAL DEFICIENCY DETERMINATIONS
The recipient is deficient if it used Federal funds to compensate any person to influence or attempt to
influence a covered action.

DEFICIENCY CODE L3-1: Federal funds used for lobbying

SUGGESTED CORRECTIVE ACTION: The recipient must work with the FTA Regional Counsel
to determine the appropriate corrective action steps to be taken.

The recipient is deficient if it used local funds to compensate any person to influence or attempt to
influence a covered Federal action for transit purposes and did not file an initial OMB Standard Form LLL
and/or a quarterly update for an event that should have been reported and submitted to the FTA.

DEFICIENCY CODE L3-2: Recipient did not submit OMB Standard Form LLL/quarterly update

SUGGESTED CORRECTIVE ACTION: The recipient must submit a process to the FTA regional
office for reporting lobbying activities on OMB Standard Form LLL and any quarterly updates.
The recipient must submit an initial OMB Standard Form LLL and/or a report for any quarter in
which, there was a material change to the FTA Regional Counsel.

The recipient is deficient if it did not obtain an initial OMB Standard Form LLL or a quarterly update from a
subrecipient, contractor, subcontractor, or lessee for an event that should have been reported and
submitted to the FTA Regional Counsel for the periods in which any related lobbying activities were
conducted.

DEFICIENCY CODE L3-3: Subrecipient, contractor, subcontractor, or lessee did not submit OMB
Standard Form LLL/quarterly update

SUGGESTED CORRECTIVE ACTION: The recipient must submit a process to the FTA regional
office for obtaining the required lobbying information, including reporting lobbying activities on
OMB Standard Form LLL and any quarterly updates, for its subrecipients, contractors,
subcontractors, and lessees.

GOVERNING DIRECTIVE
49 CFR 20.100

(a) No appropriated funds may be expended by the recipient of a Federal contract, grant, loan, or
cooperative agreement to pay any person for influencing or attempting to influence an officer or employee
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of any agency, a Member of Congress, an officer or employee of Congress, or an employee of a Member
of Congress in connection with any of the following covered Federal actions: the awarding of any Federal
contract, the making of any Federal grant, the making of any Federal loan, the entering into of any
cooperative agreement, and the extension, continuation, renewal, amendment, or modification of any
Federal contract, grant, loan, or cooperative agreement.

(c) Each person who requests or receives from an agency a Federal contract, grant, loan, or a
cooperative agreement shall file with that agency a disclosure form, set forth in appendix B, if such
person has made or has agreed to make any payment using nonappropriated funds (to include profits
from any covered Federal action), which would be prohibited under paragraph (a) of this section if paid for
with appropriated funds.

49 CFR 20.110

(a) Each person shall file a certification, and a disclosure form, if required, with each submission that
initiates agency consideration of such person for: (1) Award of a Federal contract, grant, or cooperative
agreement exceeding $100,000; or (2) An award of a Federal loan or a commitment providing for the
United States to insure or guarantee a loan exceeding $150,000.

(b) Each person shall file a certification, and a disclosure form, if required, upon receipt by such person
of: (1) A Federal contract, grant, or cooperative agreement exceeding $100,000; or (2) A Federal loan or
a commitment providing for the United States to insure or guarantee a loan exceeding $150,000, Unless
such person previously filed a certification, and a disclosure form, if required, under paragraph (a) of this
section.

(c) Each person shall file a disclosure form at the end of each calendar quarter in which there occurs any
event that requires disclosure or that materially affects the accuracy of the information contained in any
disclosure form previously filed by such person under paragraphs (a) or (b) of this section. An event that
materially affects the accuracy of the information reported includes:(1) A cumulative increase of $25,000
or more in the amount paid or expected to be paid for influencing or attempting to influence a covered
Federal action; or (2) A change in the person(s) or individual(s) influencing or attempting to influence a
covered Federal action; or, (3) A change in the officer(s), employee(s), or Member(s) contacted to
influence or attempt to influence a covered Federal action.

(d) Any person who requests or receives from a person referred to in paragraphs (a) or (b) of this
section:(1) A subcontract exceeding $100,000 at any tier under a Federal contract; (2) A subgrant,
contract, or subcontract exceeding $100,000 at any tier under a Federal grant; (3) A contract or
subcontract exceeding $100,000 at any tier under a Federal loan exceeding $150,000; or, (4) A contract
or subcontract exceeding $100,000 at any tier under a Federal cooperative agreement, Shall file a
certification, and a disclosure form, if required, to the next tier above.

(e) All disclosure forms, but not certifications, shall be forwarded from tier to tier until received by the
person referred to in paragraphs (a) or (b) of this section. That person shall forward all disclosure forms
to the agency.

2 CFR 200.331 Requirement for pass-through entities

All pass-through entities must: ...(d) Monitor the activities of the subrecipient as necessary to ensure that
the subaward is used for authorized purposes, in compliance with Federal statutes, regulations, and the
terms and conditions of the subaward; and that subaward performance goals are achieved.
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L4. Does the recipient include clauses in its third party and subrecipient agreements
that require notification of any legal matter that may affect the Federal
government?

BASIC REQUIREMENT
The requirement to notify FTA of any current or prospective legal matters that may affect the Federal
government must flow down to third party participants.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER

Each recipient must include a requirement in each third party agreement that requires each third party
participant to give notice if a current or prospective legal matter that may affect the Federal Government
emerges. This notice requirement applies to every tier of non-procurement awards (e.g., a subgrant) of
any amount and to every tier of procurement transaction the amount of which is expected to equal or
exceed $25,000.

INDICATORS OF COMPLIANCE
a. Do the recipient’s standard terms for nonprocurement awards include a notice requirement and
flow-down requirement to lower tiers?

b. Do the recipient’s standard terms for procurement transactions of at least $25,000 include a
notice requirement and flow-down requirement to lower tiers?

INSTRUCTIONS FOR REVIEWER

Confirm from a sample of agreements that the recipient’s nonprocurement awards of any amount and
procurement transactions expected to equal or exceed $25,000 (1) contain a provision requiring the third
party participant to give notice if a current or prospective legal matter that may affect the Federal
Government emerges; and (2) contain a provision requiring the third party participant to flow the notice
requirement down to all lower tiers of non procurement awards of any amount and all lower tiers of
procurement transactions expected to equal or exceed $25,000.

POTENTIAL DEFICIENCY DETERMINATIONS

The recipient is deficient if a nonprocurement award under an FTA award does not contain the required
notice and flow-down clauses.

DEFICIENCY CODE L4-1: Notice of legal matters (non procurement)

SUGGESTED CORRECTIVE ACTION: The recipient must work with the FTA Regional Counsel
to determine the appropriate corrective action steps to be taken.

The recipient is deficient if a procurement transaction award equal to or exceeding $25,000 under an FTA
award does not contain the required notice and flow-down clauses.

DEFICIENCY CODE L4-2: Notice of legal matters (procurement)

SUGGESTED CORRECTIVE ACTION: The recipient must work with the FTA Regional Counsel
to determine the appropriate corrective action steps to be taken.

GOVERNING DIRECTIVE
FTA Master Agreement, Section 39(b)
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If a current or prospective legal matter that may affect the Federal Government emerges, the Recipient
must promptly notify the FTA Chief Counsel and FTA Regional Counsel for the Region in which the
Recipient is located. The Recipient must include a similar notification requirement in its Third Party
Agreements and must require each Third Party Participant to include an equivalent provision in its
subagreements at every tier, for any agreement that is a “covered transaction” according to 2 C.F.R. 88§
180.220 and 1200.220.

2 C.F.R. 88 180.220(b)—(c)

(b) Specifically, a contract for goods or services is a covered transaction if any of the following applies:

(1) The contract is awarded by a participant in a nonprocurement transaction that is covered under
§180.210, and the amount of the contract is expected to equal or exceed $25,000.

(2) The contract requires the consent of an official of a Federal agency. In that case, the contract,
regardless of the amount, always is a covered transaction, and it does not matter who awarded it.
For example, it could be a subcontract awarded by a contractor at a tier below a nonprocurement
transaction, as shown in the appendix to this part.

(3) The contract is for Federally-required audit services.
(c) A subcontract also is a covered transaction if,—

(2) It is awarded by a participant in a procurement transaction under a nonprocurement transaction

of a Federal agency that extends the coverage of paragraph (b)(1) of this section to additional tiers

of contracts (see the diagram in the appendix to this part showing that optional lower tier coverage);
and

(2) The value of the subcontract is expected to equal or exceed $25,000.

2 C.F.R. §1200.220

In addition to the contracts covered under 2 CFR 180.220(b) of the OMB guidance, this part applies to
any contract, regardless of tier, that is awarded by a contractor, subcontractor, supplier, consultant, or its
agent or representative in any transaction, if the contract is to be funded or provided by the Department of
Transportation under a covered nonprocurement transaction and the amount of the contract is expected
to equal or exceed $25,000. This extends the coverage of the Department of Transportation
nonprocurement suspension and debarment requirements to all lower tiers of subcontracts under covered
nonprocurement transactions, as permitted under the OMB guidance at 2 CFR 180.220(c) (see optional
lower-tier coverage in the figure in the appendix to 2 CFR part 180).

ISSUES/AREAS OF CONCERN FOR FTA AWARENESS
1. Did background research or site visit observations reveal any potential legal issues or concerns not
covered above?

REFERENCES
1. 49 U.S.C. Chapter 53, Federal Transit Laws

2. 2 CFR Parts 200 and 1201, "Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards"

3. 49 CFR Part 20, “New Restrictions on Lobbying”
4. FTA Master Agreement
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2. FINANCIAL MANAGEMENT AND CAPACITY

PURPOSE OF THIS REVIEW AREA

The recipient must have financial policies and procedures; an organizational structure that defines,
assigns and delegates fiduciary authority; and financial management systems in place to manage, match,
and charge only allowable cost to the award. The recipient must conduct required Single Audits and
provide financial oversight of subrecipients.

QUESTIONS TO BE EXAMINED
1. Does the recipient have policies and procedures in place for managing federal awards, establishing
internal controls, ensuring timely distribution of funds, and determining allowability of costs?

2. Does the recipient’s organizational structure clearly define, assign, and delegate appropriate authority
for all financial duties and require that those duties are 1) carried out by properly qualified personnel
2) segregated within the organization and 3) subject to review to ensure that adequate internal
checks and balances exist?

3. Does the recipient’s financial management system allow it to prepare reports and trace funds
adequately to establish compliance with award terms and conditions?

4. Does the recipient correctly draw down, track the use of Federal funds for eligible expenses, and
disburse advance payment funds within three business days?

5. Has the recipient complied with requirements for charging indirect costs to Federal Transit
Administration (FTA) awards?

6. Has the recipient conducted the required Single Audits, submitted the required documentation to the
Federal Audit Clearinghouse (FAC) and FTA, and resolved any identified issues?

7. Does the recipient have financial resources to provide local share for active awards and to adequately
maintain and operate FTA-funded assets?

8. For recipients receiving operating assistance, is the amount eligible for operating assistance
calculated in compliance with FTA guidance?

9. Does the recipient adequately ensure financial oversight of its subrecipients?

INFORMATION NEEDED FROM RECIPIENT

Recipient Information Request

e Financial statements or comprehensive annual financial reports for the past three years

e Report of amounts and sources of local match for the current year as well as the last three years
and next three years

e Financial policies and procedures that includes determining the allowability of cost and timely
distribution of funds

e Cash Management Improvement Act of 1990 (CMIA) agreements (states only)

e Organizational chart for organization as a whole and the financial office(s)

e Position and job descriptions for award-related personnel with financial duties for managing FTA
funds

e Resumes of award-related personnel with financial duties

e Sample record from financial system identifying the following elements: FTA awards with the
Catalog of Federal Domestic Assistance (CFDA) title and number, FAIN (Federal Award
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Identification Number) and year, name of the awarding federal agency, and name of the pass-
through entity, if any

e Sample financial record including Federal award information, amounts awarded, authorized,
encumbered and expended; including income earned

¢ Most recent variance report(s) demonstrating that budget/actual comparisons are completed for
awards

e Financial plan projecting revenues and expenses for the next three years (or longer), including

the assumptions and notes to the financial plan

Operating and capital budgets for the past three years

Listing of local or state legislation, with sunset provisions, impacting transit funding

State/Transportation Improvement Program (S/TIP)

Annual budget to actual reconciliation reports for the review period

Recipient Follow-up
e Total Federal (non-FTA) funds expended for the past three years by year
Documentation of progress towards closing open Single Audit findings
Approval natification of the Cost Allocation Plan (CAP) or Indirect Cost Rate Proposal (ICRP)
Approval notification of the central services plan
Approved CAP or ICRP
Board meeting minutes for the review period

F1. Does the recipient have policies and procedures in place for managing federal
awards, establishing internal controls, ensuring timely distribution of funds, and
determining allowability of costs?

BASIC REQUIREMENT

Recipients must have financial policies and procedures to ensure effective financial management of FTA
awards and establish a system of internal controls to safeguard against waste, loss, and misuse of
federal funds.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER

Recipients should have detailed policies and procedures for managing FTA funds; outlining the recipient’s
internal control practices to prevent waste, loss, and misuse of federal funds; delegating levels of
authority; addressing the accounting software being used; providing financial reports; overseeing
subrecipients; etc. Procedures must be written for allowability of cost and to ensure the timely distribution
of funds.

2 CFR Part 200 identifies that recipient’s written financial policies and procedures must allow it to ensure
that costs meet the following general criteria in order to be allowable under the Federal award:

(a) Be necessary and reasonable for the performance of the Federal award and be allocable thereto
under these principles.

(b) Conform to any limitations or exclusions set forth in these principles or in the Federal award as to
types or amount of cost items.

(c) Be consistent with policies and procedures that apply uniformly to both federally-financed and
other activities of the non-Federal entity.
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(d) Be accorded consistent treatment. A cost may not be assigned to a Federal award as a direct
cost if any other cost incurred for the same purpose in like circumstances has been allocated to
the Federal award as an indirect cost.

(e) Be determined in accordance with generally accepted accounting principles (GAAP), except, for
state and local governments and Indian tribes only, as otherwise provided for in this part.

() Not be included as a cost or used to meet cost sharing or matching requirements of any other
federally-financed program in either the current or a prior period. See also §200.306 Cost sharing
or matching paragraph (b).

(g) Be adequately documented. See also §8200.300 Statutory and national policy requirements
through 200.309 Period of performance of this part.

2 CFR Part 200 also identifies that recipients’ written financial policies and procedures must address
Cash Management and Payment in accordance with 2 CFR 200.305 Payment.

e For states, payments are governed by Treasury-State Cash Management Improvement Act of
1990 (CMIA) agreements and default procedures codified at 31 CFR Part 205 “Rules and
Procedures for Efficient Federal-State Funds Transfers” and the Treasury Financial Manual, Part
4A, Chapter 2000 (TFM 4A-2000) Overall Disbursing Rules for All Federal Agencies.

i. The CMIA provides the general rules and procedures for the efficient transfer of funds for
federal financial assistance programs between the federal government and the states.
The CMIA requires an annual Treasury-State Agreement (TSA) between the U.S.
Department of the Treasury, Financial Management Service and each of the 50 States,
the District of Columbia, and the Territories of American Samoa, Guam, the Northern
Mariana Islands, Puerto Rico, and the Virgin Islands. The objectives of the agreement
are to (1) To minimize the time between the transfer of funds to the States and the payout
for program purposes; (2) To ensure that federal funds are available when requested;
and (3) To assess an interest liability to the federal government and/or the States to
compensate for the lost value of funds. TSA covers federal programs that meet the
funding threshold established each year and establishes the procedures and
requirements for the transfer of funds. These procedures require the state to calculate
federal and state interest liabilities at the Treasury bill rate for covered programs and to
annually report the liabilities to the federal government. Any interest owed by the state
for the preceding fiscal year is due to the federal government no later than March 31 of
the following fiscal year.

i. TFM 4A-2000 provides guidance to federal agencies on the overall disbursing rules with
the principal objectives of control of disbursements are to ensure that all disbursements
are legal, proper, and correct and that all disbursements are accurately recorded,
reported, and reconciled in a timely, efficient manner.

e For non-state recipients financial policies and procedures must ensure that payment methods
must minimize the time elapsing between the transfer of funds from the United States Treasury or
the pass-through entity and the disbursement by the non-Federal entity whether the payment is
made by electronic funds transfer, or issuance or redemption of checks, warrants, or payment by
other means.

INDICATORS OF COMPLIANCE
a. Does the recipient have written financial policies and procedures?

b. How do policies and procedures address internal control practices to prevent waste, loss and
misuse of federal funds including: (if written, cite location; otherwise explain for each)
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Responsibilities, qualifications, training, supervision, and evaluation of financial staff

Organizational structure, levels and delegation of authority, access, and segregation of
duties

Financial planning
Safeguarding of funds
Recording and identification of assets; including the use of such

Prevention of duplicate and overbilling

©O O O O o

Allowable costs in accordance with 2 CFR Part 200 Subpart E—Cost Principles. Are
these policies and procedures written?

o

Cash Management and Payment in accordance with 2 CFR 200.305 Payment. Are these
policies and procedures written?

Accounting software being used
Required financial reporting, review, and approval
Record retention

Financial oversight of subrecipients, if applicable

©O O O O o

An audit, testing or review program for internal control systems

INSTRUCTIONS FOR REVIEWER

Review findings for audits and oversight reviews conducted since the last Comprehensive Review to
determine if deficiencies were noted in the recipient’s policies and procedures. Verify the procedures
were updated as required.

Obtain and review the recipient’s financial policies and procedures for how they address the sub-bullets
under indicator b. Procedures for allowability of costs and cash management must be written. Merely
stating or referencing the regulations, is not sufficient to meet these requirements.

Obtain and review the recipient’s procedures to ascertain how it will ensure that costs:
(a) Are in accordance with the budget and projects in the award.
(b) Meets the requirements of the award agreement, i.e., cost, project description, etc.

(c) Are treated the same for both Federal and non-Federal activities, i.e., cost typically charged as
indirect for the Federal activity is charged as indirect for non-Federal activities also.

(d) Can be assigned to the appropriate funding sources within the recipient’s financial management
systems, i.e. reimbursement of the same cost is not requested from multiple sources.

(e) Used to match the Federal award are from allowable sources and adequately supported, i.e., in-
kind, other DOT or Federal funds, state and local funds, etc.

(f) Are verified, approved, necessary, and reasonable for the completion of the project.

Review the recipient’s procedures to ascertain how it will ensure that Federal funds are disbursed to
minimize the time elapsing between the transfer of funds from the Federal agency and disbursement by
the recipient.

For other sub-bullets in indicator b, if not explicitly stated in the policies and procedures, follow up with the
recipient and/or discuss on site how the recipient addresses the sub-bullets. While on site, discuss any
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significant changes that have occurred within the organization, including changes to financial software or
systems being used and verify procedures were updated to reflect those changes.

Substantiate implementation of the process explained for each sub-bullet in the review of the remaining
guestions in this section as follows:

Responsibilities, qualifications, training, supervision, and evaluation of financial staff — Question 2

Organizational structure, levels and delegation of authority, access, and segregation of duties —
Question F2

Financial planning — Question F7

Safeguarding of funds — Question F4

Recording and identification of assets; including the use of such — Question F3

Prevention of duplicate and overbilling — Question F4

Allowable costs in accordance with 2 CFR Part 200 Subpart E—Cost Principles — Question F4
Cash Management and Payment in accordance with 2 CFR 200.305 Payment — Question F4
Accounting software being used — Question F3

Required financial reporting, review, and approval — Questions F3 & F4

Record retention — Question F3

Financial oversight of subrecipients, if applicable — Question F9

An audit, testing or review program for internal control systems — Question F6

POTENTIAL DEFICIENCY DETERMINATIONS
The recipient is deficient if it does not have financial policies and procedures, including written procedures
for determining the allowability of costs and ensuring funds are distributed in a timely manner.

DEFICIENCY CODE F1-1: Missing, insufficient, or out of date financial operating procedures

SUGGESTED CORRECTIVE ACTION: The recipient must develop and submit to the FTA
regional office financial operating procedures for managing FTA award funds in compliance with
Federal statutes, regulations, and the terms and conditions of the Federal award. This must
include procedures for determining allowability of cost and timely distribution of funds. The
recipient must submit documentation that it has trained appropriate staff on the new policies and
procedures.

The recipient is deficient if it does not have nor can demonstrate implementation of established policies
and procedures for internal financial controls.

DEFICIENCY CODE F1-2: Lacking internal financial controls

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office new
policies and procedures for establishing and maintaining effective internal control over the
Federal award that provides reasonable assurance that it is managing the Federal award in
compliance with Federal statutes, regulations, and the terms and conditions of the Federal award.

NOTE: This deficiency should be made only if there are multiple and systematic issues identified
in the review of this section. Otherwise, deficiency should be made as it relates to the respective
requirement. Consult with the regional office.
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GOVERNING DIRECTIVE
2 CFER Part 200.302 Financial management

(a) Each state must expend and account for the Federal award in accordance with state laws and
procedures for expending and accounting for the state's own funds.

(b) The financial management system of each non-Federal entity must provide for the following:
(4) Effective control over, and accountability for, all funds, property, and other assets. The non-
Federal entity must adequately safeguard all assets and assure that they are used solely for
authorized purposes.

(6) Written procedures to implement the requirements of §200.305 Payment.

(7) Written procedures for determining the allowability of costs in accordance with Subpart E—
Cost Principles of this part and the terms and conditions of the Federal award.

2 CFR Part 200.303 Internal controls

The non-Federal entity must:

(a) Establish and maintain effective internal control over the Federal award that provides reasonable
assurance that the non-Federal entity is managing the Federal award in compliance with Federal
statutes, regulations, and the terms and conditions of the Federal award. These internal controls
should be in compliance with guidance in “Standards for Internal Control in the Federal Government”
issued by the Comptroller General of the United States or the “Internal Control Integrated
Framework”, issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COS0).

(b) Comply with Federal statutes, regulations, and the terms and conditions of the Federal awards.

(c) Evaluate and monitor the non-Federal entity's compliance with statutes, regulations and the terms
and conditions of Federal awards.

(d) Take prompt action when instances of noncompliance are identified including noncompliance
identified in audit findings.

(e) Take reasonable measures to safeguard protected personally identifiable information and other
information the Federal awarding agency or pass-through entity designates as sensitive or the non-
Federal entity considers sensitive consistent with applicable Federal, state, local, and tribal laws
regarding privacy and obligations of confidentiality.

2 CFR Part 200.305 Payment

(a) For states, payments are governed by Treasury-State CMIA agreements and default procedures
codified at 31 CFR Part 205 “Rules and Procedures for Efficient Federal-State Funds Transfers” and
TFM 4A-2000 Overall Disbursing Rules for All Federal Agencies.

(b) For non-Federal entities other than states, payment methods must minimize the time elapsing
between the transfer of funds from the United States Treasury or the pass-through entity and the
disbursement by the non-Federal entity whether the payment is made by electronic funds transfer, or
issuance or redemption of checks, warrants, or payment by other means. See also §200.302
Financial management paragraph (b)(6). Except as noted elsewhere in this part, Federal agencies
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must require recipients to use only OMB-approved standard government wide information collection
requests to request payment.

2 CFR Part 200.403 Factors affecting allowability of costs

Except where otherwise authorized by statute, costs must meet the following general criteria in order to
be allowable under Federal awards:

(c) Be necessary and reasonable for the performance of the Federal award and be allocable thereto
under these principles.

(d) Conform to any limitations or exclusions set forth in these principles or in the Federal award as to
types or amount of cost items.

(e) Be consistent with policies and procedures that apply uniformly to both federally-financed and
other activities of the non-Federal entity.

(f) Be accorded consistent treatment. A cost may not be assigned to a Federal award as a direct
cost if any other cost incurred for the same purpose in like circumstances has been allocated to the
Federal award as an indirect cost.

(g) Be determined in accordance with generally accepted accounting principles (GAAP), except, for
state and local governments and Indian tribes only, as otherwise provided for in this part.

(h) Not be included as a cost or used to meet cost sharing or matching requirements of any other
federally-financed program in either the current or a prior period. See also §200.306 Cost sharing or
matching paragraph (b).

(i) Be adequately documented. See also §§200.300 Statutory and national policy requirements
through 200.309 Period of performance of this part.

FTA Circular 5010.1E Award Management Requirements Chapter VI (2)(f) Standards of Internal Control
and Audit Resolutions

(1) General

a) Recipient management policies that govern implementation of the Award must be clearly stated,
understood throughout the organization, and conformed to applicable legislative and administrative
requirements.

b) The recipient’s formal organization structure must clearly define, assign, and delegate appropriate
authority for all duties.

¢) Responsibility for duties and functions must be segregated within the organization to ensure that
adequate internal checks and balances exist. Recipients should pay particular attention to
authorization, performance, recording, inventory control, and review functions to reduce the
opportunity for unauthorized or fraudulent acts.

d) A system of organizational planning should exist to determine financial, property, and personnel
resource needs.

e) Written operating procedures must exist and be simply stated, yet meet the recipient’s operating,
legal, and regulatory requirements. In developing its procedures, the recipient should consider such
factors as feasibility, cost, risk of loss or error, and availability of suitable personnel; other important
considerations are the prevention of illegal or unauthorized transactions or acts.
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f) The recipient’s information system must reliably provide needed operating and financial data for
decision-making and performance review.

g) The recipient must provide proper supervision and performance must be subject to review of an
effective internal audit program.

h) All personnel must be properly qualified for their assigned responsibilities, duties, and functions;
education, training, experience, competence, and integrity should be considered in assigning work; all
must be held fully accountable for the proper discharge of their assignments.

i) Expenditures must be controlled so that construction, equipment, other property, and services are
acquired and received as contracted for (as to quality, quantity, price, and time of delivery);
authorizations for expenditures must conform to applicable statutes, regulations, and policies.

j) All real property, equipment, expendables, and funds must be safeguarded to prevent misuse,
misappropriation, waste, or unwarranted deterioration or destruction.

F2. Does the recipient’s organizational structure clearly define, assign, and delegate
appropriate authority for all financial duties and require that those duties are 1)
carried out by properly qualified personnel 2) segregated within the organization
and 3) subject to review to ensure that adequate internal checks and balances
exist?

BASIC REQUIREMENT

Recipients must have an organizational structure that clearly defines, assigns, and delegates’ appropriate
authority for all financial duties regarding the management of Federal funds. Those duties must be
carried out by properly qualified personnel and be segregated within the organization and reviewed to
ensure that adequate internal checks and balances exist.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER

A recipient’s formal organizational structure must clearly define, assign, and delegate appropriate
authority for all financial duties. Responsibility for duties and functions must be segregated within the
organization to ensure that adequate internal checks and balances exist. Recipients should pay
particular attention to authorization, performance, recording, inventory control, and review functions to
reduce the opportunity for unauthorized or fraudulent acts.

All personnel must be properly qualified for their assigned responsibilities, duties, and functions;
education, training, experience, competence, and integrity should be considered in assigning work. All
personnel must be held fully accountable for the proper discharge of their assignments. The recipient
must provide proper supervision including an adequate system of internal checks and balances.
INDICATORS OF COMPLIANCE

a. Does the recipient’s organizational structure define, assign, and delegate authority for all financial

duties?
b. What are the recipient’s minimum required qualifications for senior financial and accounting staff?
c. Are financial functions and responsibilities segregated?

d. What is the recipient’s process for financial supervision?
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e. Does the recipient have adequate internal checks and balances?

INSTRUCTIONS FOR REVIEWER
Review the recipient’s organizational charts to determine lines of authority for financial duties.

Request and review position descriptions and staff job descriptions to determine if required qualifications
match actual job needs and ensure the positions align with the recipient’s organization chart.

On site, discuss the recipient’s process for training and supervision of financial and accounting personnel.
Spot check training records and supervisory approvals of financial reports/documents to verify that the
recipient’s actual process matches the process described in its policies and procedures.

During review of Electronic Clearinghouse Operation (ECHO) documentation, verify that:
e The approving/authorized official who approved the draw is not the same person who drew the
funds.
e Internal approval for the draw was executed prior to the draw being performed.
e The approving official designated on the ECHO payment request form actually approved the draw
or delegated that authority in writing to the person who approved the draw.

Review the recipient’s procedures to verify that it has a program to effectively resolve the results/findings
of external audits, internal audits (if applicable), and oversight reviews. Review audit and oversight
review reports for the past three years and any associated corrective actions related to delegation or
segregation of financial duties and functions. If not available in subsequent reports, on site discuss how
the recipient resolved audit and oversight findings/recommendations.

POTENTIAL DEFICIENCY DETERMINATIONS
The recipient is deficient if it does not segregate financial duties and functions.

DEFICIENCY CODE F2-1: No segregation of financial duties and functions

SUGGESTED CORRECTIVE ACTION: The recipient must develop and submit to the FTA
regional office a revised organizational structure demonstrating a segregation of financial duties
and functions to create an internal system of financial checks and balances.

The recipient is deficient if it does not have any required financial or accounting qualifications for senior
financial/accounting.

DEFICIENCY CODE F2-2: Missing financial qualifications

SUGGESTED CORRECTIVE ACTION: The recipient must develop and submit to the FTA
minimum financial/accounting qualifications for senior financial/accounting personnel and/or a
training program demonstrating how senior personnel will acquire the necessary qualifications.

The recipient is deficient if its listed individual who is the registered ECHO approving official, or a person
to whom this person has delegated the authority in writing, does not approve each ECHO request; the
recipient is deficient if its approving/authorizing official draws down funds.

DEFICIENCY CODE F2-3: ECHO draws not properly approved

SUGGESTED CORRECTIVE ACTION: The recipient must develop a process to ensure
someone other than the approving official requests ECHO funds. The recipient must submit to
the FTA regional office a process documenting that an authorized official approves each ECHO
request. The recipient will update the authorizing official in ECHO or have the authorizing official
delegate authority in writing to the person approving the requests. The recipient must implement
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and submit to the regional office documentation of training conducted of the appropriate staff on
new policies and procedures.

The recipient is deficient if it does not have a process for supervising financial personnel or the recipient
is not following that process.

DEFICIENCY CODE F2-4: Lacking supervision for financial personnel
SUGGESTED CORRECTIVE ACTION: The recipient must develop and submit to the FTA
updated financial policies and procedures that define a process for supervising financial
personnel and evidence that such a process has been implemented.

The recipient is deficient if it does not have adequate internal checks and balances.
DEFICIENCY CODE F2-5: Inadequate internal checks and balances
SUGGESTED CORRECTIVE ACTION: The recipient must develop and submit to the FTA
regional office evidence of an adequate and implemented system of internal checks and

balances.

GOVERNING DIRECTIVE
FTA Circular 5010.1E Award Management Requirements Chapter VI (2) Internal Controls

(f) Standards of Internal Control and Audit Resolutions.
(1) General.

b) The recipient’s formal organization structure must clearly define, assign, and delegate
appropriate authority for all duties.

¢) Responsibility for duties and functions must be segregated within the organization to ensure
that adequate internal checks and balances exist. Recipients should pay particular attention to
authorization, performance, recording, inventory control, and review functions to reduce the
opportunity for unauthorized or fraudulent acts.

0) The recipient must provide proper supervision and performance must be subject to review of
an effective internal audit program.

h) All personnel must be properly qualified for their assigned responsibilities, duties, and
functions; education, training, experience, competence, and integrity should be considered in
assigning work; all must be held fully accountable for the proper discharge of their assignments.

F3. Does the recipient’s financial management system allow it to prepare reports and
trace funds adequately to establish compliance with award terms and conditions?

BASIC REQUIREMENT
Recipients must have financial management systems in place to accurately account for and report on
federal funds.

APPLICABILITY
All recipients
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DETAILED EXPLANATION FOR REVIEWER
A recipient’s financial management system must provide for the following:

(1)

(@)

3)

(4)
()

Identification, in its accounts, of all Federal awards received and expended and the Federal
programs under which they were received.

Accurate, current, and complete disclosure of the financial results of each Federal award or
program.

Records that adequately identify the source and application of funds for federally-funded
activities.

Effective control over, and accountability for, all funds, property, and other assets.

Comparison of expenditures with budget amounts for each Federal award.

INDICATORS OF COMPLIANCE

a.

e.

How does the recipient track and account for federal awards and generate required financial
reports?

Are federal awards identified with the CFDA title and number, federal award identification number
and year, name of the federal agency, and name of the pass-through entity, if any?

Do records contain information pertaining to federal awards, authorizations, obligations,
unobligated balances, assets, expenditures, income, and interest? Are these supported by
source documentation?

Are required reports accurate and current and do they disclose complete financial results?

Are there comparisons of expenditures to budget by federal award?

INSTRUCTIONS FOR REVIEWER
Obtain sample records/documents produced by the financial systems to substantiate:

Federal awards received and expended are identified with the CFDA title and number, Federal
Award Identification Number (FAIN) and year, name of the Federal agency, and hame of the
pass-through entity, if any

The amounts generated are accurate and current at time of publication for the quarterly or annual
Federal Financial Report(s), the FFR, reporting requirements of Federal funding source(s)

Financial records include Federal award information, amounts awarded, authorized, encumbered
and expended; including income earned; and are adequately supported

Periodic reconciliation of budget to actual expenditures by Federal award are conducted

In TrAMS, obtain the most recent FFR for one award and compare to the recipient’s internal records
generated from its financial systems to determine that amounts reported, i.e., expenditures,
encumbrances, awards, can be reconciled to the internal systems.

Obtain variance reports completed during the review period to verify that budget to actual comparisons
are completed as discussed in procedures and significant variances (as defined by the recipient) are
explained and/or reconciled.
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POTENTIAL DEFICIENCY DETERMINATION

The recipient is deficient if its financial management systems do not permit the preparation of reports
required by general and program-specific terms and conditions, or do not allow the tracing of funds to a
level of expenditures adequate to establish that such funds have been used according to Federal
statutes, regulations, and the terms and conditions of the award agreement. The Program Office may
consider payment review or payment suspension to address risk surrounding safeguarding federal funds
until the corrective actions are sufficiently addressed.

DEFICIENCY CODE F3-1: Financial management systems deficiencies

SUGGESTED CORRECTIVE ACTION 1: The recipient must establish financial systems that
allow for preparation of required reports and permit the tracking of funds to a level of expenditures
adequate to establish that such funds have not been used in violation of the restrictions and
prohibitions of applicable statutes.

SUGGESTED CORRECTIVE ACTION 2: The recipient must develop and submit to the FTA
regional office policies and procedures that allow for the preparation of required reports, tracking
of award funds, and addressing required elements and provide evidence of implementing
financial management systems to accurately account for and report on federal funds.

GOVERNING DIRECTIVE
2 CFR Part 200.302 (f) Financial Management

(@)

(b)

The state's and the other non-Federal entity's financial management systems, including records
documenting compliance with Federal statutes, regulations, and the terms and conditions of the
Federal award, must be sufficient to permit the preparation of reports required by general and
program-specific terms and conditions; and the tracing of funds to a level of expenditures
adequate to establish that such funds have been used according to the Federal statutes,
regulations, and the terms and conditions of the Federal award.

The financial management system of each non-Federal entity must provide for the following:

1) Identification, in its accounts, of all Federal awards received and expended and the Federal
programs under which they were received. Federal program and Federal award identification
must include, as applicable, the CFDA title and number, Federal award identification number
and year, name of the Federal agency, and name of the pass-through entity, if any.

2) Accurate, current, and complete disclosure of the financial results of each Federal award or
program in accordance with the reporting requirements set forth in §200.327 Financial
reporting and 200.328 Monitoring and reporting program performance.

3) Records that identify adequately the source and application of funds for federally funded
activities. These records must contain information pertaining to Federal awards,
authorizations, obligations, unobligated balances, assets, expenditures, income and interest
and be supported by source documentation.

4) Effective control over, and accountability for, all funds, property, and other assets. The non-
Federal entity must adequately safeguard all assets and assure that they are used solely for
authorized purposes.

5) Comparison of expenditures with budget amounts for each Federal award.
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F4. Does the recipient correctly draw down and track the use of Federal funds for
eligible expenses and disburse advance payment funds within three business
days?

BASIC REQUIREMENT

Recipients may only request necessary and eligible Federal funds through FTA’s ECHO system.
Drawdowns must be tracked by activity line item (ALI), fully supported by backup documentation, and for
advanced payment, funds must be dispersed within three business days.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER

Recipients request Federal funds through FTA’'s ECHO system. The recipient’s records must support
ECHO requests. The information should be traced back to an invoice for goods or services or internal
records, i.e., timesheets, and be supported by information from the recipient’s accounting system.
Requests for reimbursement of in-kind contributions are eligible as long as the value of each is
documented and supported, represents a cost that would otherwise be eligible under the program, and is
included in the net project costs in the project budget.

Either the individual who is the registered ECHO approving official, or a person to whom this person has
delegated the authority in writing, must approve each ECHO request. The approving/authorizing official
must not draw the funds.

Recipients may initiate draws only when cash is needed for immediate reimbursement and must disburse
the funds within three business days. Disbursement means that the recipient no longer controls the
money (e.g., a check has been sent to a vendor). If the funds are not disbursed within three business
days, FTA can charge interest beginning on day four. In most cases, recipients request funds on a
reimbursement basis (after expenses have been incurred and paid). In some cases, (e.g., large bus
procurements), recipients request funds prior to issuing a check. This procedure is acceptable as long as
the funds are disbursed within three business days.

Prior to each drawdown the recipient makes in excess of $50 million, the recipient must notify the FTA
regional office. For drawdowns of more than $50 million but less than $500 million, the recipient must
notify the FTA regional office two business days prior to initiating the drawdown. For drawdowns of more
than $500 million, the recipient must notify the FTA regional office five business days prior to initiating the
drawdown. The notification must include the approximate amount(s) and the approximate deposit
date(s).

INDICATORS OF COMPLIANCE
a. Are drawdowns tracked by ALI? Were any ALls overcharged?

b. Does backup documentation support the amount of the ECHO draw? If the recipient uses
volunteered services or in-kind contributions, does it fully document these services?

c. Are all expenses charged to the award eligible?

d. Did the recipient notify FTA two business days in advance of any drawdowns in excess of $50
million or five business days in advance of any drawdowns in excess of $500 million?

e. Did the recipient return any amounts due to the Federal Government resulting from federal claims
and debts, excess payments, disallowed costs, refunds due, and other amounts or similar
transactions?
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INSTRUCTIONS FOR REVIEWER

Review award applications for budgeted/allocated amounts defined to match the Federal funds. Review
progress reports to verify changes in allocated amounts and/or changes in sources of funds used for local
match. Review the financial capacity subsection of the Oversight Assessment Tool (OAT) from the
Oversight Tracking Systems (OTrak) to identify if FTA has any concerns relating to local share. During
discussion with the regional office, inquire if there were any federal claims and debts, excess payments,
disallowed costs, refunds due, and other amounts demanded from the recipient and if such accounts
have been returned.

Review the audited financial statements and Single Audit reports to determine if there are ECHO process
findings. On site, review a sample of ECHO draws in accordance with the Records Selection Procedures
below to ensure that documentation supports the draws. Review documentation to determine if:

e The purpose of the draw was eligible under the award.

e The recipient’s records show funds requested by ALI, the ALI is not overcharged or erroneously
charged for unallowable amounts, and the recipient has made the appropriate requests for
budget amendments or revisions.

e The calculation and documentation were accurate and complete.

e If documentation includes indirect cost, review cost allocation plan to confirm the correct rate was
used.

e The funds were disbursed within three business days.

e FTA was timely notified for drawdowns exceeding $50 million.

o If any refunds, obtain and review documentation that the recipient returned amounts as
demanded.

If the recipient charges in-kind costs, specifically request as part of the ECHO sample a drawdown that
includes these charges. On site, review in-kind charges to the award to determine eligibility, and that the
value is documented and supported, and represents a cost that would otherwise be charged.

Complete Exhibit 2.1 at the end of this section.

POTENTIAL DEFICIENCY DETERMINATIONS

The recipient is deficient if its records do not support ECHO requests; if the ECHO transaction cannot be
traced back to an invoice for goods or services or internal records (i.e., timesheets), or the information
cannot be supported by the recipient’s accounting system.

DEFICIENCY CODE F4-1: ECHO documentation deficient

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
procedures for documenting ECHO draws. Discuss with the FTA regional office if it wants to
require the recipient to submit ECHO requests for prior approval. The recipient must document
and work with the FTA regional office to reimburse FTA for ineligible expenses charged to
awards, plus applicable interest. The recipient must implement and submit to the FTA regional
office documentation of training conducted of the appropriate staff on new policies and
procedures.
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The recipient is deficient if it held FTA funds for four or more business days after FTA funds were
received or if the recipient drew more funds than were allowed.

DEFICIENCY CODE F4-2: Funds not disbursed timely

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
procedures for disbursing FTA funds within three business days along with documentation to
support that funds were disbursed in accordance with FTA requirements until further notice. The
recipient must implement and submit to the regional office documentation of training conducted of
the appropriate staff on new policies and procedures.

NOTE: The FTA regional office will determine if interest is owed in accordance with 31 CFR Part
205 and additional corrective action steps necessary.

The recipient is deficient if it failed to return to FTA funds for federal claims and debts, excess payments,
disallowed costs, refunds due, and other amounts owed the Federal Government, including interest.

DEFICIENCY CODE F4-3: Federal funds not returned

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
documentation related to the Federal funds owed and must adhere to the direction provided by
the FTA regional office. Discuss with the FTA regional office if it wants to require the recipient to
submit ECHO requests for prior approval.

GOVERNING DIRECTIVE
2 CFR Part 200.302 (b)(4) Financial Management

The financial management system of each non-Federal entity must provide for the following... (4)
Effective control over, and accountability for, all funds, property, and other assets. The non-Federal entity
must adequately safeguard all assets and assure that they are used solely for authorized purposes. See
§200.303 Internal controls.

2 CFR Part 200.303 Internal Controls

The non-Federal entity must (a) Establish and maintain effective internal control over the Federal award
that provides reasonable assurance that the non-Federal entity is managing the Federal award in
compliance with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in ‘Standards for Internal Control in the Federal
Government’, issued by the Comptroller General of the United States or the “Internal Control Integrated
Framework”, issued by the Committee of Sponsoring Organizations of the Treadway Commission.

2 CFR Part 200.306 Cost sharing or matching

(b) For all Federal awards, any shared costs or matching funds and all contributions, including cash and
third party in-kind contributions, must be accepted as part of the non-Federal entity's cost sharing or
matching when such contributions meet all of the following criteria:

(1) Are verifiable from the non-Federal entity's records;

(2) Are not included as contributions for any other Federal award;

(3) Are necessary and reasonable for accomplishment of project or program objectives;

(4) Are allowable under Subpart E—Cost Principles of this part;
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(5) Are not paid by the Federal Government under another Federal award, except where the Federal
statute authorizing a program specifically provides that Federal funds made available for such
program can be applied to matching or cost sharing requirements of other Federal programs;

(6) Are provided for in the approved budget when required by the Federal awarding agency; and

(7) Conform to other provisions of this part, as applicable.

FTA Circular 5010.1E Chapter VI (2) (f) (3) (b) (7) Cash Management

...Payment received from FTA must be disbursed within three business days...

FTA Circular 5010.1E Chapter VI (9) Payment Procedures (d) Policy for ECHO Payments (2)

Reporting large disbursements to the appropriate FTA regional office in advance of the transaction
settlement date. The recipient must provide a minimum notice of two business days for a disbursement
totaling $50 million or more, and a minimum notice of five days when a disbursement of more than $500
million is anticipated. When specific information has not been finalized, the recipient must inform the FTA
Regional Office of approximate amount(s) and approximate deposit date(s). The FTA Headquarters
Accounting Payable Division should be notified by the Regional Office due to the requirement that FTA
must provide the Treasury 48 hour’s notification prior to drawdown of federal assistance exceeding $50
million.

FTA Master Agreement Section 10 (c)

Amounts Owed to the Federal Government. The Recipient agrees to return to the Federal Government
any excess federal payments it receives for disallowed costs, and the Federal Government’s
proportionate part of any amounts it recovers from third parties or other sources, including refunds due
and amounts recovered from third parties or other sources, interest assessed, penalties, and
administrative charges.

F5. Has the recipient complied with requirements for charging indirect costs to FTA
awards?

BASIC REQUIREMENT

To charge indirect costs to an award, a recipient 1) must have an approved CAP or indirect cost rate
proposal (ICRP) OR 2) may elect to charge a de minimis rate of 10 percent of modified total direct costs
(MTDC) if it has never had an approved indirect cost rate.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER

Under federally funded award programs, recipients may incur both direct and indirect costs. A federally
approved CAP or ICRP is required to support the distribution of indirect costs to the award program. An
organization must seek approval from its Federal cognizant agency as designated in the Uniform
Guidance.

A central service CAP, is used by a state-wide, local government-wide, or Indian Tribe-wide agency to
distribute executive and central level support functions to operating units which benefit from them. An
ICRP may be for an entire organization or developed at the operating agency level to distribute
administrative support and/or overhead costs of that agency to the programs (and the awards and
contracts) that benefit from them.
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Effective December 26, 2014, non-Federal entities that have never received a negotiated indirect cost
rate, except for those non-Federal entities described in Appendix VII to 2 CFR Part 200, “States and
Local Government and Indian Tribe Indirect Cost Proposals,” paragraph D.1.b (receive below $35 million
in direct Federal funding), may elect to charge a de minimis rate of 10 percent of modified total direct
costs which may be used indefinitely. FTA has procedures that require a recipient to complete a De
Minimis Rate Certification indicating they understand the requirements surrounding indirect cost rates and
eligibility.

In situations where the cognizant agency has determined that annual review of the plan or rate is not
required, recipient organizations must continue to develop annual plans regarding indirect costs and
maintain the proposal and related supporting documentation for audit. Unless required by the cognizant
agency or FTA , these governmental units are not required to submit their proposals for review and
approval. These organizations should maintain documentation to reflect this decision or policy to support
the inclusion of indirect costs in the award.

In addition to the initial submission when it serves as the cognizant agency, FTA requires submission of
the CAP under the following circumstances:
¢ annually, if the recipient is a major local government
e the recipient has made a change in its organizational structure and its accounting system, that
may significantly impact the CAP
¢ the recipient changes the CAP
o ifrequested by FTA

FTA requires ICRPs to be submitted in the following circumstances:

e The recipient is working on its first federal assistance award or has not previously had an ICRP
reviewed and accepted (note that such recipients may be eligible for the de minimis rate
described above).

e The recipient has made a change in its accounting system that significantly impacts the
previously approved ICRP and its basis of application.

e The recipient’s proposed ICRP exceeds the rate(s) last approved by FTA by more than 20
percent. For example, if FTA approved a 20 percent rate in 2016, and the rate increased to 23
percent in 2017, and again to 25 percent in 2018, the 2018 rate would be required to be
submitted to FTA for approval as it increased by more than 20 percent.

e The recipient changes the ICRP methodology.

e The recipient is either a local governmental unit that receives more than $35 million in direct
federal funding or a non-profit entity. In accordance with 2 CFR part 200, these entities must
submit their plan annually to their cognizant agency.

The below table shows the respective cognizant agency for the entities listed.

Appendix to 2 CFR

Entity Type Part 200 Cognizant Agency
State and Local Airport, Transit Authority, | Appendix V — (CAP) DOT
Port Authority or Transit District Appendix VIl — (ICRP)
State Government Appendix V — (CAP) DHHS
Appendix VII — (ICRP)
State and Local Housing and Appendix V — (CAP) HUD
Development Districts Appendix VIl — (ICRP)
Local Government Appendix V — (CAP) DHHS
Appendix VII — (ICRP)
Tribe Appendix V Department of the Interior
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Appendix to 2 CFR
Part 200

Entity Type

Cognizant Agency

University (Institute of Higher Education) | Appendix IlI DHHS or DOD Navy based on
amount of funding

Non-Profit Appendix IV Determined by the agency
providing the largest funding
amount or special arrangement

Public Assistance Agencies Appendix VI DHHS

INDICATORS OF COMPLIANCE
a. Does the recipient charge indirect costs to awards? If no, move to next question.

b. Does the recipient charge indirect costs using the de minimis rate? If no, move to next indicator.
If yes, can the recipient document that it is eligible to charge the de minimis (has never had an
approved indirect cost rate and is not a state or local governmental unit that receives more than
$35 million in direct Federal funding)?

c. Does the recipient have an approved CAP and/or ICRP?.

d. Was the annual CAP and/or ICRP proposal submitted to the cognizant agency in accordance with
the agency’s requirements? If annual submission or approval is not required, is a copy of the
annual plan retained for audit?

e. If recipient’s central services costs are included in the indirect cost rate, is there an approved
central services plan and are the rates in the plan consistent with the rates charged to the
operating agency and included in the operating agency’s indirect cost rate proposal?

INSTRUCTIONS FOR REVIEWER

Review FFRs and award application project budgets in TrAMS to determine if the recipient charges
indirect costs. If the recipient charges the de minimis rate, verify that the recipient has not had a prior
approved rate and is not a state or local governmental unit that receives more than $35 million in direct
Federal funding. If the recipient is charging other than the de minimis rate, verify if the rate is consistent
with the recipient’s approved CAP and/or ICRP. Review award applications in TrAMS if different rates are
used. In some cases, recipients will have different approved rates for different projects. Discuss with the
regional office staff and verify on site if this is the case.

Review the recipient’s responses to its prior Comprehensive Review by accessing the review package
from OTrak to ascertain if the recipient indicates that it has charged indirect cost in the past. Obtain a
copy of the submitted CAP/ICRP from TrAMS. Note whether there was a previously approved CAP
and/or ICRP. Compare the amounts in the CAP and/or ICRP to the amounts listed in the FFRs in TTAMS
to confirm that the amount charged to the award is the amount approved. Review the financial
management section of the OAT to identify if FTA requires/requested a CAP/ICRP. Discuss with the
regional office the approval status of the CAP and/or ICRP. If necessary, ask follow-up questions in the
review package or interview recipient staff on site to perform this assessment.

Review the recipient’s response to the prior Comprehensive Review by accessing the review package
from OTrak. Note if there is a previously approved central services plan. If applicable, review the central
service plan and document the approved amounts. Compare the rate in the central services plan to the
rate listed in FFRs in TrAMS to confirm that the rate charged to the award is the amount approved.
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Obtain formal approvals from the recipient’s cognizant Federal agency for the CAP and/or ICRP. If a
formal approval is not available, verify whether the recipient complied with the submission requirements
of its cognizant agency.

Review the financial management section of the OAT to identify if FTA expressed concerns about the
central services plan or rate. If necessary, ask follow-up questions and interview recipient staff on site to
perform this assessment.

POTENTIAL DEFICIENCY DETERMINATION
The recipient is deficient if it charges indirect costs to FTA awards but does not have an approved CAP or
ICRP.

DEFICIENCY CODE F5-1: Ineligible indirect costs charged to awards

SUGGESTED CORRECTIVE ACTION: Discuss appropriate corrective action with the FTA
regional office and regional counsel and take appropriate action based on FTA’s written direction.

GOVERNING DIRECTIVE
Appendix 11l to 2 CFR Part 200, C. 11 A (1) Indirect (F&A) Costs ldentification and Assignment, and Rate
Determination for Institutions of Higher Education (IHEs), Negotiation and Approval of Indirect (F&A) Rate

Cost negotiation cognizance is assigned to the Department of Health and Human Services (HHS) or the
Department of Defense's Office of Naval Research (DOD), normally depending on which of the two
agencies (HHS or DOD) provides more funds to the educational institution for the most recent three
years...In cases where neither HHS nor DOD provides Federal funding to an educational institution, the
cognizant agency for indirect costs assignment must default to HHS.

Appendix 1V to 2 CER Part 200, C. 2.a - ¢ and g, Indirect (F&A) Costs Identification and Assignment, and
Rate Determination for Nonprofit Organizations, Negotiation and Approval of Rates

a. Unless different arrangements are agreed to by the Federal agencies concerned, the Federal agency
with the largest dollar value of Federal awards with an organization will be designated as the cognizant
agency for indirect costs for the negotiation and approval of the indirect cost rates and, where necessary,
other rates such as fringe benefit and computer charge-out rates. Once an agency is assigned
cognizance for a non-profit organization, the assignment will not be changed unless there is a shift in the
dollar volume of the Federal awards to the organization for at least three years. b. Except as otherwise
provided in 8200.44 Indirect (F&A) costs paragraph (f) of this Part, a nonprofit organization which has not
previously established an indirect cost rate with a Federal agency must submit its initial indirect cost
proposal immediately after the organization is advised that a Federal award will be made and, in no
event, later than three months after the effective date of the Federal award. c. Unless approved by the
cognizant agency for indirect costs in accordance with §200.414 Indirect (F&A) costs paragraph (g) of this
Part, organizations that have previously established indirect cost rates must submit a new indirect cost
proposal to the cognizant agency for indirect costs within six months after the close of each fiscal year. g.
The results of each negotiation must be formalized in a written agreement between the cognizant agency
for indirect costs and the nonprofit organization. The cognizant agency for indirect costs must make
available copies of the agreement to all concerned Federal agencies.

Appendix V to 2 CFR Part 200, D State/Local Governmentwide Central Service Cost Allocation Plans,
Submission Requirements

Each state will submit a plan to the Department of Health and Human Services for each year in which it
claims central service costs under Federal awards...Each major local government is also required to
submit a plan to its cognizant agency for indirect costs annually. All other local governments claiming
central service costs must develop a plan in accordance with the requirements described in this Part and
maintain the plan and related supporting documentation for audit. These local governments are not
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required to submit their plans for Federal approval unless they are specifically requested to do so by the
cognizant agency for indirect costs. Where a local government only receives funds as a subrecipient, the
pass-through entity will be responsible for monitoring the subrecipient's plan. All central service cost
allocation plans will be prepared and, when required, submitted within six months prior to the beginning of
each of the governmental unit's fiscal years in which it proposes to claim central service costs.

Appendix V to 2 CFR Part 200, f.1 and 3 State/local governmentwide central service cost allocation plans,
negotiation and approval of central service plans

In general, unless different arrangements are agreed to by the concerned federal agencies, for central
service cost allocation plans, the cognizant agency responsible for review and approval is the federal
agency with the largest dollar value of total federal awards with a governmental unit. For indirect cost
rates and departmental indirect cost allocation plans, the cognizant agency is the federal agency with the
largest dollar value of direct federal awards with a governmental unit or component, as appropriate. Once
designated as the cognizant agency for indirect costs, the federal agency must remain so for a period of
five years. The results of each negotiation must be formalized in a written agreement between the
cognizant agency for indirect costs and the governmental unit. This agreement will be subject to re-
opening if the agreement is subsequently found to violate a statute or the information upon which the plan
was negotiated is later found to be materially incomplete or inaccurate. The results of the negotiation
must be made available to all federal agencies for their use.

Appendix VIl to 2 CFR Part 200, D. b. and d States and Local Government and Indian Tribe Indirect Cost
Proposals, Submission and Documentation of Proposals

A governmental department or agency unit that receives more than $35 million in direct Federal funding
must submit its indirect cost rate proposal to its cognizant agency for indirect costs. Other governmental
department or agency must develop an indirect cost proposal in accordance with the requirements of this
Part and maintain the proposal and related supporting documentation for audit. These governmental
departments or agencies are not required to submit their proposals unless they are specifically requested
to do so by the cognizant agency for indirect costs. Where a non-Federal entity only receives funds as a
subrecipient, the pass-through entity will be responsible for negotiating and/or monitoring the
subrecipient's indirect costs... Indirect cost proposals must be developed (and, when required,
submitted) within six months after the close of the governmental unit's fiscal year, unless an exception is
approved by the cognizant agency for indirect costs.

2 CFR Part 200.414 (f)

In addition to the procedures outlined in the appendices in paragraph (e) of this section, any non-Federal
entity that has never received a negotiated indirect cost rate, except for those non-Federal entities
described in Appendix VII to Part 200 - States and Local Government and Indian Tribe Indirect Cost
Proposals, paragraph D.1.b, may elect to charge a de minimis rate of 10% of modified total direct costs
(MTDC) which may be used indefinitely.

2 CFR Part 200.414 (q)

Any non-Federal entity that has a current federally negotiated indirect cost rate may apply for a one-time
extension of the rates in that agreement for a period of up to four years. This extension will be subject to
the review and approval of the cognizant agency for indirect costs. If an extension is awarded the non-
Federal entity may not request a rate review until the extension period ends. At the end of the 4-year
extension, the non-Federal entity must re-apply to negotiate a rate. Subsequent one-time extensions (up
to four years) are permitted if a renegotiation is completed between each extension request.
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FTA Circular 5010.1E, Appendix F, Cost Allocation Plans, 3. Submission Requirements (d)

When FTA is the cognizant agency, the CAP must be submitted under the following circumstances: (1) for
an initial plan, (2) annually for major local governments, (3) for a change in organizational structure and
accounting system that may significantly impact the CAP, (4) for a change in CAP methodology, and/or
(5) upon request for all other entities. All CAPs must be retained for audit.

FTA Circular 5010.1E, Appendix G, Indirect Cost Rate Proposals, 3. Submission Requirements

When FTA is the cognizant agency for indirect costs, the ICRP should be submitted to the FTA when:

a. The recipient is working on its first federal assistance Award or has not previously had an Indirect
Cost Rate Proposal reviewed and accepted (note that such recipients may be eligible for the de
minimis rate described in section 1 above).

b. The recipient has made a change in its accounting system that significantly impacts the
previously approved Indirect Cost Rate Proposal and its basis of application.

c. The recipient’s proposed Indirect Cost Rate Proposal exceeds the rate(s) last approved by FTA
by more than 20 percent.

For example, if FTA approved a 20 percent rate in 2013, and the rate increased to 23 percent in
2014, and again to 25 percent in 2015, the 2015 rate would be required to be submitted to FTA
for approval as it increased by more than 20 percent.

d. The recipient changes the Indirect Cost Rate Proposal methodology.
e. The recipient is either a local governmental unit that receives more than $35 million in direct

federal funding or a non-profit entity. In accordance with 2 CFR part 200, these entities must
submit their plan annually to their cognizant agency.

F6. Has the recipient conducted the required Single Audits, submitted the required
documentation to the Federal Audit Clearinghouse (FAC) and FTA, and resolved
any identified issues?

BASIC REQUIREMENT
Non-Federal entities that expend $750,000 or more in Federal awards in their fiscal year are required to
conduct an independent Single Audit submit required documentation timely, and resolve identified issues.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER

2 CFR 200 Subpart F requires all non-Federal entities that expend $750,000 or more in Federal awards in
a year to conduct an independent Single Audit. In the case of independent transit authorities, the audit
will cover all aspects of that authority. Where the transit provider is a municipal department or part of a
larger governmental organization, the audit may cover the entire organization, including the Federal funds
used for transit.

Single Audit reports must be completed and data collection form and reporting package (financial
statements, summary schedule of prior audit findings, auditor’s report, and corrective action plan) must be
submitted to the FAC within the earlier of 30 calendar days after receipt of the auditor’s report or nine
months after the end of the audit period.
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Recipients must resolve Single Audit findings promptly and upon discovery of the issue for audits under
the Uniform Guidance requirements. The recipient must resolve the deficiencies or opportunities for
improvement identified in their audit. The status of outstanding audit findings and recommendations
should be monitored and reported by the recipient in quarterly progress reports and, where appropriate,
significant events reported.

INDICATORS OF COMPLIANCE
a. For what years was the recipient required to conduct a Single Audit?

Fiscal Year | Amount of Federal Funds Expended | Single Audit Conducted? (Y/N)

*Table to be completed for years in which a Single Audit has not been conducted.

b. When were the audits required to be submitted? What are the actual submission dates?

Audit Year Required Submission Date Actual Submission Date

c. If there were Single Audit findings, what is the status of addressing those that related to FTA or
US DOT programs? If there were no audit findings, move to the next question.

o Does the Single Audit demonstrate that the recipient implemented recommendations related
to audit findings made under an FTA or other DOT program?

o If there are open findings, how is the recipient working to address and/or resolve Single Audit
findings?

INSTRUCTIONS FOR REVIEWER

Review ECHO drawdowns for the past three years to determine if the recipient expended over $750,000
in any of the three years covered by the Comprehensive Review. Review the recipient’'s website to
ascertain if its budget/financial statements are accessible. Review the statement of expenditures for total
funds projected to be expended or expended by the agency for each year of the review period. Obtain
from the recipient a schedule of federal expenditures during the review period, by fiscal year to determine
if the $750,000 threshold was met. If the recipient was not required to conduct a Single Audit, move to
the next question.

Review information available from the FAC website via the link provided below to determine if the
required Single Audits were conducted and submitted. If the information is not available from FAC,
follow-up with the recipient for copies of missing Single Audits. Obtain the audit report to determine the
end of the recipient’s fiscal year and to review the date the auditor issued the report. Request
documentation from the recipient of the date the Single Audit was submitted to the FAC and assess if it
was submitted within the earliest of 30 calendar days of receipt of the auditor’s report or nine months after
the end of the recipient’s fiscal year.

Download a copy of the SF-SAC and each fiscal year’'s Single Audit from FAC to determine if the auditor
identified findings in the recipient’s major program(s). If not submitted, discuss with the regional office the
steps taken to address the non-submission. The recipient’s failure to submit a Single Audit package,

FY2020 Contractors Manual — Financial Management and Capacity 2-22


https://harvester.census.gov/facweb/

results in the recipient losing the ability to qualify as a “low-risk auditee” per the Single Audit, which could
result in FTA reviewing its oversight efforts.

For prior year findings found in the Schedule of Prior Federal Award Findings of each Single Audit report,
determine whether the related corrective action(s) has been implemented and findings resolved and
closed based on the Single Auditor’s assessment.

Review the current year findings detailed in the Schedule of Findings and Questioned Costs of each
Single Audit report. Review progress reports submitted in TrAMS to determine if the recipient has been
reporting on its progress to implementing recommendations made by the Single Auditor in the respective
report.

If necessary, review the Single Audit module in OTrak to determine the recipient’s progress towards
addressing audit findings. If findings are unresolved, follow up with the regional office. If necessary, ask
follow-up questions or conduct an onsite interview to determine the recipient’s progress towards
resolution.

FAC website address: https://harvester.census.gov/facdissem/Main.aspx.

POTENTIAL DEFICIENCY DETERMINATIONS
The recipient is deficient if it meets the threshold for conducting a Single Audit but has not done so.

DEFICIENCY CODE F6-1: Annual audit not conducted

SUGGESTED CORRECTIVE ACTION: The recipient must conduct outstanding annual Single
Audit(s) in accordance with 2 CFR Part 200, Subpart F; the recipient must submit documentation
to the FTA regional office that it has completed annual Single Audits for all missing years.

DEFICIENCY CODE F6-2: Outstanding annual audit deficiencies
SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
procedures and a schedule for resolving Single Audit findings. The recipient must report on the

status of addressing audit findings in its progress reports.

GOVERNING DIRECTIVE
2 CFR Part 200.501 (a) Audit required

A non-Federal entity that expends $750,000 or more during the non-Federal entity's fiscal year in Federal
awards must have a single or program-specific audit conducted for that year in accordance with the
provisions of this part.

2 CFR Part 200.512 Report submission (a) General

(1) The audit must be completed and the data collection form described in paragraph (b) of this section
and reporting package described in paragraph (c) of this section must be submitted within the earlier of
30 calendar days after receipt of the auditor's report(s), or nine months after the end of the audit period. If
the due date falls on a Saturday, Sunday, or Federal holiday, the reporting package is due the next
business day.

2 CFR Part 200.512 Report submission (b) Data Collection

(1) The auditee must submit required data elements described in Appendix X to Part 200 - Data
Collection Form (Form SF-SAC), which state whether the audit was completed in accordance with this
part and provides information about the auditee, its Federal programs, and the results of the audit. The
data must include information available from the audit required by this part that is necessary for Federal
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agencies to use the audit to ensure integrity for Federal programs. The data elements and format must
be approved by OMB, available from the FAC, and include collections of information from the reporting
package described in paragraph (c) of this section. A senior level representative of the auditee (e.g.,
state controller, director of finance, chief executive officer, or chief financial officer) must sign a statement
to be included as part of the data collection that says that the auditee complied with the requirements of
this part, the data were prepared in accordance with this part (and the instructions accompanying the
form), the reporting package does not include protected personally identifiable information, the
information included in its entirety is accurate and complete, and that the FAC is authorized to make the
reporting package and the form publicly available on a Web site.

FTA Circular 5010.1E, Chapter VI, Section 8. Annual Audit (d) Resolution of Audit Findings (3)

The recipient must resolve the deficiencies or opportunities for improvement identified in their audit. The
resolution of audits begins with FTA'’s report to the recipient and continues until the recipient corrects
identified deficiencies, implements needed improvements, or demonstrates that the findings or
recommendations are not valid or do not warrant management action. The audit cannot be closed until
FTA concurs in the documentation of steps taken to implement any needed corrective actions. The
status of outstanding audit findings and recommendations should be monitored and reported by the
recipient in quarterly progress reports and, where appropriate, significant events reported.

F7. Does the recipient have financial resources to provide local share for active
awards and to adequately maintain and operate FTA-funded assets?

BASIC REQUIREMENT
Recipients must have the financial capacity to carry out their proposed program of projects.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER

Annually, the recipient certifies to FTA (as part of the annual certifications and assurances process) that it
has the legal, financial, and technical capacity to carry out its proposed program of projects (POP),
including safety and security aspects of the program.

Upon request from FTA, the recipient agrees to provide a financial plan delineating the source of non-
federal share, the amounts applicable to the different sources, and the time frame for acquisition of the
non-federal share. Recipients must have multi-year financial plans (3—-5 years) for operating and capital
revenues and expenses to implement FTA awards. The financial plans should indicate adequate
revenues to maintain and operate the existing system and to complete the annual program of projects
(POP).

All local share used to match FTA awards must come from non-US DOT sources, except for Federal
Lands Highway Program funds, including Federal Highway Administration (FHWA) Tribal Transportation
Program funds. No FTA program funds can be used as a source of local match for other FTA programs,
even when the funds are contract revenue. Federal loan programs such as Transportation Infrastructure
Finance and Innovation Act (TIFIA) or Railroad Rehabilitation & Improvement Financing (RRIF) count as
Federal sources even though they are often repaid with local or state funds. Depending on the award
program, FTA permits the use of the following as local share: cash (or in-kind contribution); non-farebox
revenues from transit operations (e.g., advertising and concession revenues); amounts received under a
service contract with a state, local, or private social service agency or organization; undistributed cash
surpluses; replacement or depreciation cash funds; reserves available in cash or new capital; revenue
bond proceeds (capital only); transportation development (toll) credits; program income generated from
an earlier award; non-US DOT Federal funds if authorized by the originating program to be used for
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transportation; funds used to purchase vanpool vehicles by private providers of public vanpools (capital
match only); and in-kind match for intercity bus service.

A recipient’s financial condition, future financial capacity, and ability to match FTA funds could be affected
greatly if one or more of its sources of non-FTA funding are affected by pending legislation or “sunset”
provisions in current legislation. The recipient’s eligible and available non-Federal funds may be diverted
from serving as match for an FTA award if there are other Federal awards which are at risk of lapsing.
Similarly, when state and/or local sources of funding decrease, the recipient may be unable to meet the
non-Federal match requirements for existing FTA awards. This may also result in service reductions
and/or fare increases, redirection of funds to meet critical operating and maintenance needs, and/or staff
reductions.

INDICATORS OF COMPLIANCE
a. For the past three years, what were the amounts and sources of funds to support transit
programs? Were all sources eligible? Are any funds in jeopardy?

Status (elected,
Year Source Amount discretionary, by | Eligible?
law, etc.)

In
jeopardy?

b. What are the anticipated amounts and sources for the next three years? Are all sources eligible?

Status (elected,
Year Source Amount discretionary, Assumptions
by law, etc.)

c. How are expenses, and local and Federal sources of funds budgeted/projected and how are
adjustments made to projections, when necessary?

d. What impacts to local funding have occurred since the last Comprehensive Review? Has the
organization identified any changes that could impact local funding in the near future? What are
the plans for addressing any changes?

e. Inthe short-term financial plan (next three years) what are the underlying assumptions that could
affect the financial condition of the recipient?

f.  Has the recipient had deficits, layoffs, service cuts, or deferred or late maintenance since the last
Comprehensive Review? If no, does the recipient project any such changes in its operations?
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g. Have the recipient's capital funds been used to cover deficits in the operating budget since the
last Comprehensive Review? If no, does the recipient project using capital funds for such
purpose?

INSTRUCTIONS FOR REVIEWER

Review the recipient’s financial plan projecting revenues and expenses for the next three years (or
longer), and the following documents for the review period: annual audit reports, local or state legislation,
the budget and/or financial statements, comprehensive annual financial reports (CAFRs) or S/TIP.

e Review sources of funding (i.e., farebox revenue, toll tax, etc.) to determine if amounts are
discretionary, elected, or provided by law.

¢ Review local sources of funding to determine if they are eligible and for significant changes that
may affect the recipient’s revenues.

e Compare operating and capital budgets over the six year period (past three years, and projected
next three years.) by reviewing revenue and expense categories to compare amounts allocated to
determine if there has been any significant change in funds; to ensure that reports are not
showing or projecting deficits, layoffs, service cuts, or deferred or late maintenance and/or
ongoing concerns. Determine if there is discussion from management explaining the changes in
financial condition and/or service operations from year to year.

¢ Review the assumptions and notes to the financial plan, the budget and/or financial statements or
S/TIP to evaluate:

i.  Whether the reported amounts for sources of funding are confirmed or there are pending
approval actions (i.e., pending legislation or “sunset” provisions in current legislation).

ii. How the recipient has addressed or is addressing any changes in local funding.
iii. Reason(s) for any projected increase and/or decrease in revenues and/or expenses.
iv. Justification for the use of capital funds to cover operating expenses.

e Ensure reports are not projecting deficits and/or ongoing concerns.

Review the recipient’s financial policies and procedures for a process to reconcile budget revisions for
changes in line item budgets. Request a sampling of annual budget/actual reconciliation reports and
review changes in expense categories to ensure revenues and expenses are adjusted based upon
reasonable assumptions and do not adversely affect the recipient’s financial condition and its ability to
maintain the FTA-funded program. Review board meeting minutes for justification of changes in
expenses, if required.

Review the recipient’s project status subsection of the quarterly/annual milestone progress reports
(MPRs) in the reporting module of TrAMS for discussion relating to projects involving FTA funds and
whether they are being deferred or have stalled because the non-Federal match is not available. In
OTrak, access the finding search results from audits or prior reviews, to determine if there were
preventive maintenance findings related to FTA or US DOT programs due to deferred maintenance.
Review the maintenance section of the OAT from OTrak, to verify whether FTA has concerns regarding
asset impairment.

Request a sampling of annual budget/actual variance reports and review expenditures between operating
and capital budgets over the review period and within a review year to ensure there are no indicators that
the recipient's capital funds have been used to cover deficits in the operating budget.
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If documentation provided is insufficient to address the questions above, ask follow-up questions and
conduct on site interviews with staff.

POTENTIAL DEFICIENCY DETERMINATIONS

The recipient is deficient if 1) it reports financial deficits or lack of funding is impacting the ability to
maintain and operate existing systems or to complete programs of projects, and there is no mitigation
plans and/or 2) there is pending legislation that could affect local funding sources negatively, or 3) lack of
funding is impacting the ability to maintain and operate existing systems or to complete programs of
projects.

DEFICIENCY CODE F7-1: Recipient lacks financial capacity to carry out program
SUGGESTED CORRECTIVE ACTION 1: The recipient must submit to the FTA regional office a
plan for reducing expenditures, increasing revenues, or a combination of both to compensate for
a budget shortfall.

SUGGESTED CORRECTIVE ACTION 2: The recipient must submit to the FTA regional office a
plan for responding to a change in financial circumstances caused by a “sunset” provision in
current local funding legislation or pending legislation that will affect local funding negatively.

SUGGESTED CORRECTIVE ACTION 3: The recipient must submit to the FTA regional office a
new or revised multi-year financial plan if the recipient fails to demonstrate financial capacity.

The recipient is deficient if it cannot document that the funds used for local match are eligible.
DEFICIENCY CODE F7-2: Ineligible local match
SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
documentation that the funds it uses for local match are eligible. If ineligible funds have been

used as local match, work with the FTA regional office to develop a corrective action.

GOVERNING DIRECTIVE
49 U.S.C. 5307(d)(1)(a) Grant Recipient Requirements

A recipient may receive a grant in a fiscal year only if...has or will have the legal, financial, and technical
capacity to carry out the program, including safety and security aspects of the program.

FTA Circular 5010.1E, Chapter VI, Section 4 Financial Plan

Upon request from FTA, the recipient agrees to provide a financial plan delineating the source of non-
federal share, the amounts applicable to the different sources, and the time frame for acquisition of the
non-federal share. Recipients must have multi-year financial plans (3-5 years) for operating and capital
revenues and expenses to implement FTA Awards. The financial plans should indicate adequate
revenues to maintain and operate the existing system and to complete the annual program of projects
(POP).

2 CFR Part 200.306 Cost sharing or matching

(b) For all Federal awards, any shared costs or matching funds and all contributions, including cash and
third party in-kind contributions, must be accepted as part of the non-Federal entity's cost sharing or
matching when such contributions meet all of the following criteria:

(1) Are verifiable from the non-Federal entity's records;

(2) Are not included as contributions for any other Federal award;
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(3) Are necessary and reasonable for accomplishment of project or program objectives;

(4) Are allowable under Subpart E—Cost Principles of this part;

(5) Are not paid by the Federal Government under another Federal award, except where the Federal
statute authorizing a program specifically provides that Federal funds made available for such
program can be applied to matching or cost sharing requirements of other Federal programs;

(6) Are provided for in the approved budget when required by the Federal awarding agency; and

(7) Conform to other provisions of this part, as applicable.

F8. For recipients receiving operating assistance, is the amount eligible for operating
assistance calculated in compliance with FTA guidance?

BASIC REQUIREMENT
Operating assistance may not cover more than half the recipient’s eligible operating expenses net of
farebox revenues.

APPLICABILITY
Recipients of FTA operating assistance that provide service

DETAILED EXPLANATION FOR REVIEWER
Qualifying operators are eligible for operating assistance in an amount based on an individual operator’'s
percentage of all public transportation service in the UZA.

MAP-21 expanded eligible Section 5307 activities to include Job Access and Reverse Commute (JARC)
projects, which provide nontraditional transportation services intended to serve the employment-related
transportation needs of welfare recipients and low-income individuals. These projects were previously
eligible under the repealed Section 5316 program. JARC projects may include operating assistance in a
large UZA, where operating assistance is otherwise not an eligible expense. Operating assistance for
eligible JARC projects is not limited by the “100 bus” special rule for operating assistance established by
MAP-21 under 5307(a)(2).

Section 5310 operating funds are available for public transportation projects that exceed the Americans
with Disabilities Act (ADA) minimum requirements, improve access to fixed-route service and decrease
reliance by individuals with disabilities on ADA paratransit, or provide alternatives to public transportation
that assist seniors and individuals with disabilities with transportation.

It is the responsibility of the recipient to calculate net eligible operating costs properly. The amount of
funds requested for operating assistance must be no more than half the operating expenses, after fare
revenues are credited and ineligible costs (such as costs for charter bus, school bus, sightseeing service
and lobbying activities) are deducted to arrive at the net project cost. Interest and other financial costs
associated with borrowing to provide working capital for the payment of current operating expenses are
eligible operating costs. FTA Circular 9030.1E, Appendix C provides a worksheet for calculating eligible
operating expenses.

Recipients may also use FTA funding at the 80/20 match level for ADA paratransit, preventive
maintenance, and capital cost of contracting. These funds could increase the total amount of FTA funds
the recipient could be eligible to request but would reduce the net project cost eligible for 50/50 operating
assistance.
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The FTA share of any operating assistance project shall not exceed the lesser of: a) the local match, b)
the currently available apportionment to the urbanized area plus any carryover funds available from past
years, or ¢) 50 percent of the net project cost incurred on an accrual basis in the provision of transit
services during the period. The remainder must be paid with the recipient’s local share.

INDICATORS OF COMPLIANCE
a. Does the recipient receive operating assistance from FTA? If no, skip to next question.

b. If yes, how does the recipient calculate net operating/project costs?
c. Do amounts for which reimbursement is sought exclude ineligible costs?

INSTRUCTIONS FOR REVIEWER

Review the recipient’s awards in TrAMS to determine if they receive operating funds from FTA. Review
the recipient’s operating expenses included in their operating budget for the past three years as depicted
in the budget, Single Audit reports, and other available financial documents. Review ECHO requests to
re-calculate the requested amounts using FTA Circular 9030.1E, Appendix C, Operating Calculation
Worksheet. Ensure ineligible costs, such as ADA complementary paratransit operating costs, are
correctly omitted from the reimbursable amounts if the recipient uses capital funds for ADA
complementary paratransit service operations or if the recipient is ineligible for operating assistance.
Discuss onsite, the recipient’s process for calculating net operating costs.

POTENTIAL DEFICIENCY DETERMINATION

The recipient is deficient if it's requested funds for operating assistance are more than half the operating
expenses after fare revenues are credited and ineligible costs are deducted to arrive at the net project
cost.

DEFICIENCY CODE F8-1: Ineligible operating expense calculation

SUGGESTED CORRECTIVE ACTION 1: The recipient must submit to the FTA regional office
procedures for properly calculating net eligible project costs for operating assistance.

SUGGESTED CORRECTIVE ACTION 2: If the recipient has received operating funds in excess
of allowable amounts, work with the FTA regional office and regional counsel to determine the
appropriate corrective action.

GOVERNING DIRECTIVE
FTA Circular 9030.1E, Ch. IV, Section 4. Operating Assistance

FTA provides funding to eligible recipients for costs incurred in the operation of public transportation
service. In general, operating expenses are those costs necessary to operate, maintain, and manage a
public transportation system. Operating expenses usually include such costs as driver salaries, fuel, and
items having a useful life of less than one year.

FTA Circular 9030.1E, Ch. lll, Section 8c. Use of Program Income as Local Share

...In a grant application requesting operating assistance, the applicant must deduct farebox revenues
from operating costs to arrive at the net project cost of an operating assistance project. See Appendix C,
“Operating Assistance Projects,” of this circular for assistance in calculating the net project cost of a grant
requesting operating assistance...

FTA Circular 9040.1G, Ch. Ill, Section 4; FTA C. 9070.1G, Ch. lll, Section 16 Operating Expenses

The federal share of the eligible operating costs may not exceed 50 percent of the net operating costs of
the activity.
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FTA Circular 9045.1, Ch. Ill, Section 12; FTA C. 9050.1, Ch. lll, Section 12 Federal and Local Matching
Requirements

The Federal share of the eligible operating costs may not exceed 50 percent of the net operating costs of
the activity. Recipients may use up to 10 percent of their apportionment to support program
administrative costs including administration, planning, and technical assistance, which may be funded at
100 percent Federal share.

F9. Does the recipient adequately ensure financial oversight of its subrecipients?

BASIC REQUIREMENT

The recipient is responsible for ensuring that subrecipients have financial management systems that meet
standards for financial reporting, accounting records, internal control, budget control, allowable cost,
source documentation, and cash management; requirements regarding the use of indirect cost when
reimbursement is sought from a Federal award program are met; and annual independent Single Audits
conducted by subrecipients expending $750,000 or more in Federal awards in a year.

APPLICABILITY
Recipients with subrecipients

DETAILED EXPLANATION FOR REVIEWER

Annually, the recipient certifies to FTA (as part of the annual certifications and assurance process) that it
and its subrecipients have the financial capacity to carry out its proposed program of projects. Some
recipients provide financial assistance to support public transit services of its subrecipients. This financial
assistance may provide some or all of the non-Federal match. The sources of funding may differ for
capital and operating assistance programs. FTA does not require a dedicated funding source. See
discussion under Detailed Explanation For Reviewer at question F7 for eligible local match.

The recipient is responsible for ensuring that subrecipients have financial management systems that meet
standards for financial reporting, accounting records, internal control, budget control, allowable cost,
source documentation, and cash management. The recipient is not required to monitor the financial
management systems of subrecipients that do not receive Federal cash (e.g., subrecipients for which the
recipients procures vehicles). Some recipients require applicants, especially first-time applicants, to
describe their accounting systems or may perform a pre-award review of accounting systems. Other
recipients require subrecipients to maintain separate accounting records for projects. In addition to
financial and Single Audits, some recipients require subrecipients to have their auditors certify year-end
financial statements or perform a program audit of their transit operations.

The recipient is required to ensure that subrecipients can trace funds to a level of expenditures adequate

to establish, that the funds are used for eligible expenditures under the program. Common practices
among pass-through entities include but are not limited to:

e Reviewing Single Audits
e Requiring subrecipients to submit supporting documentation periodically

e Requiring new and high-risk recipients to submit supporting documentation with every
reimbursement request

INDICATORS OF COMPLIANCE
a. How does the recipient ensure that its subrecipients have sufficient financial resources to provide
local share for projects and to adequately maintain and operate FTA-funded assets?
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b. How does the recipient ensure that subrecipients match funds are eligible?
c. How does the recipient ensure that its subrecipients have sufficient financial controls in place?

d. How does the recipient ensure that subrecipients comply with Federal indirect cost rate
requirements?

e. How does the recipient ensure that Single Audits of subrecipients are conducted and FTA
program related findings resolved?

f.  How does the recipient ensure that subrecipients calculate the amount eligible for operating
assistance in compliance with FTA guidance?

INSTRUCTIONS FOR REVIEWER
Review award applications and their Program of Projects and MPRs in TrAMS to identify:

e Whether the recipient has subrecipients and the type of subrecipients

e The types of projects implemented by subrecipients, amount of funding received, and charges
reimbursed from the award, i.e. operating, capital, administrative, etc.

Review the financial capacity, financial management, and awards management subsections of the OAT in
OTrak to verify whether FTA has concerns regarding:

e The recipient’s financial oversight of subrecipients

e Subrecipient’s Single Audit results, corrective action plan status and/or resolution
For each fiscal year, review the Report of Independent Auditors on Internal Control Over Financial
Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards and Report on Internal Control Over Compliance
sections of the recipient’s and/or subrecipient’s Single Audit report to verify no material misstatements
and/or significant deficiencies were reported relating to:

¢ Recipient’s oversight of its subrecipients

e Subrecipient’s financial controls

e Subrecipient’s indirect cost rate allocations

e Subrecipient’s unresolved findings

Review the recipient’s application process to determine if subrecipient’s financial resources and
capabilities are assessed.

Review the financial policies and procedures, state/program management plans and/or oversight
procedures to determine:

e The recipient’s process to confirm evidence of financial control of subrecipients

e How the recipient confirms that subrecipients comply with the Federal indirect cost rate and
Single Audit requirements
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e The frequency of submittals from subrecipients and assessment of compliance (i.e., oversight is
performed quarterly, bi-annual/annually etc.)

Review the recipient’s subrecipient invoice process to determine if it ensures that subrecipients calculate
operating assistance correctly.

Review the recipient’s oversight tools (checklists, reports, etc.) to verify implementation of its oversight
process (desk review reports, site visits conducted, etc.) and whether the process addressed the
subrecipient’s:

e Financial controls over award records, assets, and personnel

e Fiscal capabilities

For subrecipients selected for a site visit:

e Review the subrecipient application and oversight program to verify the recipient assessed the
financial resources and capabilities of the subrecipient.

e Determine whether documents were reviewed/obtained from subrecipients to:

o Establish that the correct indirect cost rates are used for eligible expenditures under the
program. Documents may include the subrecipient’'s CAP or approval letter from its
cognizant agency of its indirect rate; results of sampled invoices reviewed; and follow-up
items, if applicable, to assess compliance.

o Verify whether the subrecipient’s expenditures exceeded the $750,000 Single Audit
threshold. Documents may include annual financial statements and/or annual budgets.

= If subrecipient expenditures exceeded the $750,000 Single Audit threshold, verify the
subrecipient completed the required Single Audit on-time.

= If there were findings in the Single Audit, review correspondence between the recipient
and its subrecipients regarding documentation of corrective action plans and/or closure of
findings.

e Verify that reports can be generated by the subrecipient to identify FTA-funded assets, liabilities,
revenues, and expenses.

e During the site visit, follow up on items for which documentation is not available in the recipient’s
office or for which oversight appears insufficient.

POTENTIAL DEFICIENCY DETERMINATIONS
The recipient is deficient if it does not ensure that subrecipients have the financial capacity to carry out its
proposed program of projects.
DEFICIENCY CODE F9-1: Insufficient oversight of subrecipient financial capacity
SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
procedures for ensuring that subrecipients have the financial capacity to carry out its proposed
program of projects.

The recipient is deficient if it does not ensure that subrecipients use only eligible funds for match.

DEFICIENCY CODE F9-2: Insufficient oversight of subrecipient match funds
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SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
procedures for ensuring that subrecipients only use eligible funds for match.

The recipient is deficient if it does not ensure that subrecipients have the financial management systems
to carry out the programs and to receive and disburse Federal funds or if the recipient does not ensure
that subrecipients can adequately document reimbursement requests.

DEFICIENCY CODE F9-3: Insufficient oversight of subrecipient financial management systems

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
procedures for ensuring that subrecipients have the financial management systems to carry out
the programs, receive and disburse Federal funds, and adequately support reimbursement
requests.

The recipient is deficient if it does not review/verify its subrecipients’ application of indirect costs to FTA
awards for compliance with related requirements.

DEFICIENCY CODE F9-4: Insufficient oversight of subrecipient indirect cost

SUGGESTED CORRECTIVE ACTION: The recipient must submit procedures to the FTA
regional office, along with evidence of its implementation, for ensuring that subrecipients that
claim indirect costs have and comply with the requirements of their cost allocation plans.

The recipient is deficient if it does not ensure that Single Audits are completed and submitted as required;
if the recipient does not review subrecipient audits and ensure that audit findings related to the FTA-
funded program are resolved.

DEFICIENCY CODE F9-5: Insufficient oversight of subrecipient audits

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
procedures for obtaining and reviewing subrecipients' Single Audits and monitoring the resolution
of audit findings.

The recipient is deficient if it does not ensure that recipients calculate the amount eligible for operating
assistance in compliance with FTA guidance.

DEFICIENCY CODE F9-6: Insufficient oversight of subrecipient operating assistance
calculations

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
procedures for ensuring that subrecipients calculate the amount eligible for operating assistance
in compliance with FTA guidance.

GOVERNING DIRECTIVE
2 CFR Part 200.331(d) Requirements for pass-through entities

All pass-through entities must...Monitor the activities of the subrecipient as necessary to ensure that the
subaward is used for authorized purposes, in compliance with Federal statutes, regulations, and the
terms and conditions of the subaward; and that subaward performance goals are achieved. Pass-through
entity monitoring of the subrecipient must include: (1) Reviewing financial and performance reports
required by the pass-through entity. (2) Following-up and ensuring that the subrecipient takes timely and
appropriate action on all deficiencies pertaining to the Federal award provided to the subrecipient from
the pass-through entity detected through audits, on-site reviews, and other means. (3) Issuing a
management decision for audit findings pertaining to the Federal award provided to the subrecipient from
the pass-through entity as required by §200.521 Management decision. (e) Depending upon the pass-
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through entity's assessment of risk posed by the subrecipient (as described in paragraph (b) of this
section), the following monitoring tools may be useful for the pass-through entity to ensure proper
accountability and compliance with program requirements and achievement of performance goals: (1)
Providing subrecipients with training and technical assistance on program-related matters; and (2)
Performing on-site reviews of the subrecipient's program operations; (3) Arranging for agreed-upon-
procedures engagements as described in §200.425 Audit services.

2 CFR Part 200.331(a)(4) Requirements of pass-through entities

All pass-through entities must ensure that every subaward is clearly identified to the subrecipient as a
subaward and includes the following information...An approved federally recognized indirect cost rate
negotiated between the subrecipient and the Federal Government or, if no such rate exists, either a rate
negotiated between the pass-through entity and the subrecipient (in compliance with this part), or a de
minimis indirect cost rate as defined in §200.414 Indirect (F&A) costs, paragraph (f)...

2 CFER Part 200.331(f) Requirements for pass-through entities

All pass-through entities must...Verify that every subrecipient is audited as required by Subpart F - Audit
Requirements of this part when it is expected that the subrecipient's Federal awards expended during the
respective fiscal year equaled or exceeded the threshold set forth in §200.501 Audit requirements.

ISSUES/AREAS OF CONCERN FOR FTA AWARENESS
1. What financial management or capacity concerns are identified in the OAT? How does background
research and onsite investigation support the OAT assessment?

2. What was the nature of any Single Audit report findings not reported to FTA that should have been?

3. Were there financial management or capacity deficiencies in the last Comprehensive Review? What
is the status of those findings? Were any repeat findings? Did the recipient experience any difficulty
closing findings? Can the recipient demonstrate full understanding and implementation of corrective
actions?

4. What other financial-related oversight reviews, audits, or investigations has the DOT, OIG, or FTA
conducted of the recipient since the last Comprehensive Review (including Financial Management
Oversight Reviews, Financial Capacity Assessments, OIG audits or investigations)? What is the
status of those findings? Were any repeat findings? Did the recipient experience any difficulty
closing findings? Can the recipient demonstrate full understanding and implementation of corrective
actions?

5. Is the recipient missing written financial policies and procedures for its financial management
practices?

6. Have financial policies and procedures been regularly updated?

7. Have policies and procedures been updated to reflect any changes to federal regulatory
requirements?

8. If the recipient has had any audit/review findings or significant changes to its organization or software
being used, have policies and procedures been updated as necessary?

9. Does the recipient develop and maintain financial management reports comparing actual expenses
against budgets with explanations of significant variances?
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

Do the recipient’s policies and procedures appear to provide a sufficient framework to ensure proper
internal financial control?

Do the recipient officials routinely review financial reports?

Has the recipient had numerous ECHO rejections or made numerous credits/refunds in the ECHO
system?

Has FTA implemented drawdown restrictions due to non-compliance with requirements?

Is the recipient’s cost allocation plan (CAP) or indirect cost rate proposal (ICRP) outdated,
unapproved, or does not support the rate being charged on the FFRs?

Does the recipient’s financial and accounting staff appear to have sufficient qualifications, experience,
and supervision to ensure proper internal financial controls over FTA funds? If not, explain.

Has there been a turnover of financial management staff? Are there any openings not filled? What is
the impact on the recipient?

Does the recipient’s financial system appear to be sufficient to accurately track and account for FTA
funds at the appropriate level of detail and generate any required report by FTA? Are there
discrepancies between the recipient’s financial records and that shown in TrAMS? If yes, explain.

Has the recipient experienced deficits? How has this affected operations and
investment? Are project delays present due to deficit management? Is the recipient in
risk of losing state or local funding?

Does the recipient have a financial plan project revenues and expenses and provides details of
financial assumptions?

Are there indications of unfunded liabilities, state or local match is not available, funds are being
redirected from originally budgeted purposes, or the sources of local funds are changing?

If new transit service or an expansion of existing service is planned, have those plans been reflected
in financial plans?

Are there any concerns related to assumptions or projections the recipient has made to demonstrate
it has the required financial capacity to execute the FTA program? Are projects delayed due to
difficulties with securing local share?

Do the recipient’s procedures for financial oversight of subrecipients appear likely to provide sufficient
assurance of the financial controls, management, and capacity of subrecipients?

Did background research or site visit observations reveal any potential financial management or
capacity issues or concerns not already covered in this section?

REFERENCES

1.

2.

49 U.S.C. Chapter 53, Federal Transit Laws

2 CFR Parts 200 and 1201, "Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards"

FTA Circular 5010.1E, “Award Management Requirements”
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https://www.transit.dot.gov/regulations-and-guidance/legislation/chapter-53-amended-fast-act
https://www.ecfr.gov/cgi-bin/text-idx?tpl=/ecfrbrowse/Title02/2cfr200_main_02.tpl
https://www.gpo.gov/fdsys/search/pagedetails.action?sr=633&originalSearch=&st=Mitigating+Circumstances&ps=10&na=&se=&sb=re&timeFrame=&dateBrowse=&govAuthBrowse=&collection=&historical=false&granuleId=CFR-2016-title2-vol1-part1201&packageId=CFR-2016-title2-vol1&fromState=&collectionCode=CFR&browsePath=Title+2%2FSubtitle+B%2FChapter+Xii%2FPart+1201&collapse=true&fromBrowse=true
https://www.transit.dot.gov/regulations-and-guidance/fta-circulars/award-management-requirements-circular-50101e

FTA Circular 9030.1E, “Urbanized Area Formula Program: Program Guidance and Application
Instructions”

FTA Circular 9040.1G, “Formula Grants for Rural Areas: Program Guidance and Application
Instructions”

FTA Circular 9045.1, “New Freedom Program Guidance and Application Instructions”

FTA Circular 9070.1G, “Enhanced Mobility of Senior and Individuals with Disabilities Program
Guidance and Application Instructions”

USEFUL WEBLINKS

1.

2.

3.

Flexible Funds: FHWA and FTA Programs

Revenue Bonds

Debt Service Reserve Financing

Electronic Clearing House Operation (ECHO) Web User Manual for FTA and FAA

Federal Audit Clearinghouse (FAC)

A Guide for States and Local Government Agencies: Cost Principles and Procedures for Establishing
Cost Allocation Plans and Indirect Cost Rates for Grants and Contracts with the Federal Government

ECHO TRANSACTION SAMPLING PROCEDURES
Select a sample (minimum of nine) ECHO transactions. To develop this sample:

1. Download TrAMS Data — Prior to the site visit, prepare a list of ECHO transactions for the period

from the date of the last site visit to the date of the current site visit

2. Select ECHO Transactions — Select at least three ECHO transactions from each year of the

review period. Use the following characteristics as guide for selecting these transactions:
a. Select from different award programs (i.e., 5307, 5309, 5316, 5317, 5324)
b. Select from different financial purpose codes. Common financial purpose codes are:
= 00 - Capital
= 01 - Research & Training
= 02 - Planning
= 03 - Elderly and Disabled
= 04 - Operating Assistance
= 05 - Project Administration
= 06 - State Administration
= (07 — Rural Technical Assistance Program

= (08 - ADA Paratransit

FY2020 Contractors Manual — Financial Management and Capacity

2-36


https://www.transit.dot.gov/sites/fta.dot.gov/files/docs/FINAL_FTA_circular9030.1E.pdf
https://www.transit.dot.gov/sites/fta.dot.gov/files/docs/FINAL_FTA_circular9030.1E.pdf
https://www.transit.dot.gov/regulations-and-guidance/fta-circulars/formula-grants-rural-areas-program-guidance-and-application
https://www.transit.dot.gov/regulations-and-guidance/fta-circulars/formula-grants-rural-areas-program-guidance-and-application
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https://www.transit.dot.gov/regulations-and-guidance/fta-circulars/enhanced-mobility-seniors-and-individuals-disabilities
https://www.transit.dot.gov/regulations-and-guidance/fta-circulars/enhanced-mobility-seniors-and-individuals-disabilities
https://www.transit.dot.gov/regulations-and-guidance/environmental-programs/livable-sustainable-communities/fhwa-flex-funding
https://www.transit.dot.gov/funding/funding-finance-resources/revenue-bonds/revenue-bonds
https://www.transit.dot.gov/funding/funding-finance-resources/debt-service-reserve-financing/debt-service-reserve
https://www.transit.dot.gov/funding/grantee-resources/echo/echo-web-user-manual
https://harvester.census.gov/facweb/
https://www.dol.gov/oasam/boc/ASMB_C-10.pdf
https://www.dol.gov/oasam/boc/ASMB_C-10.pdf

= 09 - Multiple Types
c. Select large capital draws
d. Select preventive maintenance
e. Select flat dollar amounts such as $80,000
f.  Select any unusual credits that appear to be systematic

g. If the recipient uses in-kind costs as match, request ECHO drawdown where such costs were
used

3. Prior to the site visit, request that the recipient have available the entire ECHO drawdown that
contains the ECHO transactions selected, along with supporting documentation.

4. During the site visit, analyze the selected ECHO transactions to identify the underlying
transactions. Underlying transactions consist of checks, invoices, personnel data, in-kind
charges, etc.

5. The following attributes should be tested:

a. Ensure that an individual other than the one preparing the drawdown approves the
drawdown.

b. Ensure that someone other than the approving official draws the funds.

c. Ensure that the individual approving ECHO drawdowns is either the registered ECHO
approving official or a person to whom this person has delegated the authority in writing. The
approving official appears on the print out of the ECHO screen.

d. Ensure the sum of the underlying transactions equals the amount of the ECHO transactions
selected in Step 2.

e. For each selected ECHO transaction, select a minimum of one underlying transaction to
verify that supporting source documents such as cancelled checks, paid bills, payrolls, time
and attendance records, contracts, and subaward documents are maintained to support the
underlying transaction(s) selected. If documentation includes indirect cost, review cost
allocation plan to confirm the correct rate was used.

f.  Ensure that expenses tested are at the correct Federal share and are reasonable, allowable,
and allocable to the award charged.

g. Ensure that advanced funds drawn down were expended within three business days.
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EXHIBIT 2.1 EXAMINATION OF ECHO DRAWDOWNS

Note: This table is to be completed by the reviewer. Prior to the site visit, the reviewer will provide a list of ECHO draws that will be reviewed.

ECHO
Transaction Source Documentation for
Financial ECHO Amount Segregation| Underlying Underlying Transaction Award Date of
Project Number | Purpose |Transaction| (minimum of | of Duties |Transaction| Federal |Amount (i.e. invoice, payroll, |Eligible | Disbursement
(Award Number) Code Date 9) (Y/N) Amount Share etc.) (Y/N) ()
(a) This should be the date the funds leave the recipient’s control if not drawn down on a reimbursement basis.
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3. TECHNICAL CAPACITY — AWARD MANAGEMENT

PURPOSE OF THIS REVIEW AREA
The recipient must report progress of projects in awards to the Federal Transit Administration timely.

QUESTIONS TO BE EXAMINED

1. Has the recipient submitted milestone progress reports (MPRs) and Federal Financial Reports (FFRS)
to FTA on time?

2. Are the recipient's FFRs complete and accurate?

3. Are the recipient's MPRs complete and accurate?

4. Has the recipient submitted complete Program of Projects (POP) Status Reports on time?

5. Does the recipient ensure timely expenditure of funds and close out of awards?

INFORMATION NEEDED FROM RECIPIENT

Recipient Information Request

e Award management and reporting procedures, if written
e Closeout schedule for all open awards

Recipient Follow-up
e Correspondence from FTA regional office regarding reporting issues

TC-AM1. Has the recipient submitted milestone progress reports (MPRs) and Federal
Financial Reports (FFRs) to FTA on time?

BASIC REQUIREMENT
Recipients must report progress to FTA via submittal of complete, accurate, and timely MPRs and FFRs
at the required intervals.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER

Recipients are required to submit MPRs and FFRs based on the reporting frequency established by FTA.
The reporting frequency depends on award program, award amount, recipient location, project type, and
risk. Overall reporting schedules are established in FTA C. 5010.1E, Award Management Requirements,
that outlines recipients in urbanized areas over 200,000 in population to report quarterly, but the circular
also permits FTA to adopt a risk-based approach to change the frequency of reporting. Since October 1,
2017, awards of $2 million or less awarded to recipients located in urbanized areas over 200,000 in
population may be reported annually instead of quarterly unless FTA has identified a specific risk. FTA’s
risk-based approach reduced the frequency of reporting for some recipients.

The following table shows the prior and current reporting frequency for MPRs and FFRs by program.
FTA, at its discretion, can require more frequent reporting.

Because submitting late reports is a risk factor, patterns of late or unsubmitted reports may prompt FTA to
take remedial action and increase reporting frequency requirements.
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MPR and FFR Reporting Frequency
Recipient/Program Project Reporting Frequency
Non-state recipients in large Al Quarterly
UZAs (>200,000) >$1 million in _—
Beginning October 1, 2017,

FTA awards for awards <$2 million Annually
Recipients in large UZAs Section 5309-funded facility
(>200,000) <$1 million in FTA construction projects Quarterly
awards Section 5329
Recipients in small UZAs
(<200,000) .

o All other projects Annually
State-administered programs

INDICATORS OF COMPLIANCE

a. How often is the recipient required to submit MPRs and FFRs? Has FTA specified a different
reporting frequency from the chart above? If yes, what is that frequency?

b. Did the recipient submit all MPRs and FFRs on time? If not, how many reports were missing/late

during any reporting period?

Late or missing MPRs or FFRs by reporting period due dates

Year Quarter 1
(Jan 1 —Jan 30)

Quarter 2
(Apr 1 — Apr 30)

Quarter 3 Quarter 4/Annual
(July 1 — July 30) (Oct 1 — Oct 30)

MPR FFR

MPR FFR

MPR FFR MPR FFR

FY 20XX

INSTRUCTIONS FOR REVIEWER

Discuss with the FTA regional office required reporting frequencies and if any more frequent reporting
frequencies have been required of the recipient in the past three years or if the recipient or specific award
has a different reporting schedule based on a risk analysis. For each program, sample three awards for
the most recent reporting period. If there is a pattern of late reporting, discuss with the regional office.
Confirm reporting frequency with the recipient.

POTENTIAL DEFICIENCY DETERMINATION
The recipient is deficient if it does not submit MPRs and FFRs for each open award, does not submit
them at the required intervals or submits them late.

DEFICIENCY CODE TC-AM1-1: Late MPRs/FFRs

SUGGESTED CORRECTIVE ACTION: The recipient must submit the delinquent report(s) for the
most recent reporting period, and submit to the FTA regional office procedures for submitting
future reports on time. If the recipient is no longer able to submit the reports electronically, it must
upload hard copies of the reports to TTAMS and notify the FTA regional office when the
delinquent reports are submitted.
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GOVERNING DIRECTIVE
2 CFR 200.327 Financial reporting.

Unless otherwise approved by OMB, the Federal awarding agency may solicit only the standard,
OMB-approved government wide data elements for collection of financial information (at time of
publication the Federal Financial Report or such future collections as may be approved by OMB
and listed on the OMB Web site). This information must be collected with the frequency required
by the terms and conditions of the Federal award, but no less frequently than annually nor more
frequently than quarterly except in unusual circumstances, for example where more frequent
reporting is necessary for the effective monitoring of the Federal award or could significantly affect
program outcomes, and preferably in coordination with performance reporting.

2 CFR 200.328 Monitoring and reporting program performance.

(b) Non-construction performance reports. The Federal awarding agency must use standard,
OMB-approved data elements for collection of performance information (including performance
progress reports, Research Performance Progress Report, or such future collections as may be
approved by OMB and listed on the OMB Web site).

(1) The non-Federal entity must submit performance reports at the interval required by the
Federal awarding agency or pass-through entity to best inform improvements in program
outcomes and productivity. Intervals must be no less frequent than annually nor more frequent
than quarterly except in unusual circumstances, for example where more frequent reporting is
necessary for the effective monitoring of the Federal award or could significantly affect
program outcomes. Annual reports must be due 90 calendar days after the reporting period;
quarterly or semiannual reports must be due 30 calendar days after the reporting period.
Alternatively, the Federal awarding agency or pass-through entity may require annual reports
before the anniversary dates of multiple year Federal awards. The final performance report will
be due 90 calendar days after the period of performance end date. If a justified request is
submitted by a non-Federal entity, the Federal agency may extend the due date for any
performance report.

(c) Construction performance reports. For the most part, onsite technical inspections and certified
percentage of completion data are relied on heavily by Federal awarding agencies and pass-
through entities to monitor progress under Federal awards and subawards for construction. The
Federal awarding agency may require additional performance reports only when considered
necessary.

FTA Circular 5010.1E, Chapter. lll, Section 3. Reporting Requirements

e. Report Due Dates. For FFRs and MPRs, the following reporting dates apply:

(1) Recipients located in urbanized areas of 200,000 or more populations. Recipients located
in urbanized areas of 200,000 or more populations who receive more than $1 million in
funds from FTA, FFRs and MPRs must be submitted and are due to FTA within 30 days
after the end of each quarter, i.e., by January 30, April 30, July 30, and October 30. The
FTA regional or metropolitan office may request more frequent reporting or additional
reports if circumstances warrant additional reporting. Recipients located in urbanized
areas of 200,000 or more populations who receive less than $1 million in funds from FTA,
FFRs and MPRs must be submitted and are due October 30, one month after the federal
fiscal year (FY) ends. The FTA regional or metropolitan office may request more frequent
reporting or additional reports if circumstances warrant additional reporting.

(2) Recipients located in urbanized areas of less than 200,000 populations. FFRs and MPRs
must be submitted and are due October 30, one month after the federal fiscal year (FY)
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ends. The FTA regional or metropolitan office may request more frequent reporting or
additional reports if circumstances warrant additional reporting.

(3) FTA may utilize a risk based approach to change the frequency of reporting requirements
for a particular Award or recipient. This will be noted in the Grant Agreement or
Cooperative Agreement.

(4) Exceptions:

(a) Section 5309 Grants: All grant recipients, regardless of location and population area,
are required to submit quarterly reports in TTAMS according to the dates in subsection
3.e.(1) above when grants include construction of facility.

(b) State Departments of Transportation (State DOTS): State DOTSs are required to report
annually for all state administered programs; this includes Sections 5303, 5304, 5307
(Governor’s Apportionment), 5310, 5311, former Section 5316, and former Section
5317 programs. The exception described in the preceding paragraph applies to the
State DOTSs.

(c) If the provisions of this FTA Circular 5010.1 differ from the provisions of the applicable
FTA Programmatic Circular, the Program Circular takes precedence. FTA atits
discretion may always require more stringent reporting or specialized reports.
Depending on project complexity, at its discretion, FTA may also request other special
reports or quarterly project management meetings.”

ETA Dear Colleague Letter on Risk-Based Reporting Policy, October 9, 2017

TC-AM2. Arethe recipient’s FFRs complete and accurate?

BASIC REQUIREMENT
Recipients are required to provide a current, complete, and accurate financial picture of each award
through the submission of FFRs.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER

FFRs accompany MPRs. The FFR reports on the use of project funds and is submitted on the same
schedule as MPRs for each open award. Reports are submitted electronically using TrAMS. Recipients
report the following financial data in FFRs:

e Federal cash receipts are the amount of FTA funds received for the period and are reported on
a cash basis—when the funds are actually received.

e Federal cash disbursements are the amount of FTA funds disbursed as of the end of the
reporting period and are reported on a cash basis, i.e., when the funds are actually disbursed.
For recipients that draw funds on a reimbursement basis, Federal funds are reported as
disbursed only after they are received.

e Unliquidated obligations are binding commitments that have been entered into and for which
expenditures have not yet been recorded because goods and services have not been received
and are reported on an accrual basis. Examples of these are: a signed contract for bus
purchases for which delivery of vehicles has not yet occurred, a contract for construction
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services not rendered, open purchase orders, contract retentions, and unexpended portions of
signed subrecipient agreements.

Unobligated balance is the amount of an award that has not been expended and is not
covered by a binding commitment (unliquidated obligation) and is reported on an accrual
basis.

Indirect expense is the amount of indirect costs charged to an award by the reporting
organization and is reported on an accrual basis. The rate must be based on a previously
approved cost allocation plan or indirect cost proposal. The recipient must report the total amount
of indirect expenses incurred on a cumulative basis. The information should include the type of
rate (whether it is provisional, predetermined, final or fixed), the rate approved by the cognizant
agency, the total base amount from which the indirect cost rate is determined, the period covered
by the approved rate, amount charged to the award, and the Federal share of the indirect
expenses charged. For indirect costs of other organizations or subrecipients that are charged to
the award, notes are added to the FFR regarding the rates of these organizations.

The recipient should address any FTA comments either in a revised or the next report. Addressing
inconsistencies may prevent returned reports, complies with FTA’s instructions, and may eliminate
confusion with FTA’s Program Office and Oversight Reviews.

The recipient should ensure that FFRs are accurate. Many recipients have program managers that
prepare MPRs while financial personnel prepare FFRs. FTA has found frequent instances of data in
FFRs not being reflected in MPRs and vice versa. For example, an MPR may indicate that the recipient
has awarded a construction contract but the FFR does not report unliquidated obligations.

INDICATORS OF COMPLIANCE

a.

h.

Are Federal cash receipts and disbursements reported correctly? Are they reported on a cash
basis?

Does the recipient report outlays and unliquidated obligations on an accrual basis of accounting?
Are elements E-U reported correctly?

Does the information in the FFR match the last award budget? Are any identified cost overruns
or identified savings explained?

Is cash on hand reported in any FFR? If yes, has the recipient provided an explanation? Did the
FTA regional office determine the explanation was adequate?

How does the recipient calculate unliquidated obligations? Is the calculation consistent with 2
CFR §200.97 Unliquidated Obligations? Are unliquidated obligations reported accurately? Are
any not reported?

If the recipient charges indirect costs to awards, have the correct rates and amounts been
entered in the FFR?

Are there any discrepancies in information or data reported on MPRs and FFRs? If yes, obtain
an explanation from the recipient?

Has the recipient responded to any FTA comments on FFRs?

INSTRUCTIONS FOR REVIEWER
For each program, sample three awards for the most recent reporting period. Discuss with the FTA
regional office what awards to review, as multiple awards may be funding the same project.
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Determine if Federal cash receipts and disbursements are reported on a cash basis and
expenses are recorded when incurred instead of when paid.

Review award budgets and ensure information on FFRs matches. If it does not, ascertain the
reason for the difference.

If FFRs contain reconciliations, ascertain the reason the reconciliations were required.

If cash on hand is reported, determine if an explanation is provided in the remarks and
certifications tab. Discuss with the FTA regional office whether the explanation of cash on hand
is adequate.

Review FFRs, MPRs, and award dates of procurements to determine if unliquidated obligations
are not reported and should be. For example, an MPR may indicate that the recipient has
awarded a construction contract but the FFR does not report unliquidated obligations. During the
site visit, discuss with the recipient how it calculates unliquidated obligations and confirm the
calculation is based on obligations incurred by the non-Federal entity for which an expenditure
has not been recorded.

If indirect costs are charged, confirm the recipient is charging the approved rate or the de minimis
rate, if allowed.

Review FTA comments in TrAMS regarding reports and look for evidence the recipient has
addressed the comments. Discuss the adequacy of the recipient’s responses with the FTA
regional office. During the site visit, follow up with the recipient on any outstanding FTA
comments.

Review financial management procedures for discussion on how the recipient captures and
reports information in the progress reports.

POTENTIAL DEFICIENCY DETERMINATIONS
The recipient is deficient if it does not:

Use accrual basis of accounting for lines other than b and ¢
Properly report Federal cash receipts or disbursements
Explain Federal cash on hand

Report unliquidated obligations correctly

Report indirect costs correctly

Respond to FTA comments

DEFICIENCY CODE TC-AM2-1: Incorrect FFR reporting

SUGGESTED CORRECTIVE ACTION: The recipient must submit revised reports that include
the missing/corrected information and/or addresses FTA comments and submit to the FTA
regional office procedures for including all required information in future reports. If the recipient is
no longer able to submit the reports electronically, it must upload hard copies of the reports to
TrAMS and notify the regional office when the revised reports are submitted.

The recipient is deficient if data in the FFR do not reflect the data in the MPR.

DEFICIENCY CODE TC-AM2-2: MPR/FFR do not agree

SUGGESTED CORRECTIVE ACTION: The recipient must submit revised reports that address
review comments and submit to the FTA regional office procedures for reconciling FFRs and
MPRs. The recipient must notify the regional office when the next reports are submitted.
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GOVERNING DIRECTIVE
2 CFR 200.327 Financial reporting

Unless otherwise approved by OMB, the Federal awarding agency may solicit only the standard,
OMB-approved government wide data elements for collection of financial information (at time of
publication the Federal Financial Report or such future collections as may be approved by OMB
and listed on the OMB Web site). This information must be collected with the frequency required
by the terms and conditions of the Federal award, but no less frequently than annually nor more
frequently than quarterly except in unusual circumstances, for example where more frequent
reporting is necessary for the effective monitoring of the Federal award or could significantly affect
program outcomes, and preferably in coordination with performance reporting.

2 CFR 200.97 Unliquidated obligations

Unliquidated obligations means, for financial reports prepared on a cash basis, obligations
incurred by the non-Federal entity that have not been paid (liquidated). For reports prepared on
an accrual expenditure basis, these are obligations incurred by the non-Federal entity for which an
expenditure has not been recorded.

FTA Circular 5010.1E, Chapter. lll, Section 3. Reporting Requirements

c. Federal Financial Report (FFR). FTA's electronic FFR report is consistent with and includes
information identified in OMB’s Standard Form FFR (SF FFR). A recipient must submit an FFR for
each active Award. The FFR accompanies the MPR (described below) and is used to monitor the
federal assistance awarded. The purpose of the FFR is to provide a current, complete, and
accurate financial picture of the Award. This report is submitted electronically through TrAMS and
must be prepared on the accrual basis of accounting; that is, income is recorded when earned
instead of when received, and expenses are recorded when incurred instead of when paid. The
FFR may not be prepared on the cash basis of accounting, even though a recipient may keep its
books on the cash basis during its accounting year. If this is the case, at the submission of the
FFR, the recipient must prepare the necessary accruals and submit the FFR on the accrual basis
of accounting. (See Appendix B, “Federal Financial Report”).

The FFR must contain the following elements:

(1) All financial facts (e.g., expenditures and obligations) relating to the Award (scope of work
and supporting activities); the purpose of each financial report and applicable reporting
period should be completely and clearly displayed in the reports.

(2) Reported financial data should be accurate to the last Award Budget (this may be the
initial Award, or last revision to the Award Budget or amendment to the Award) and the
reporting period. The requirement for accuracy does not rule out inclusion of reasonable
estimates when precise measurement is impractical, uneconomical, unnecessary, or
conducive to delay. Financial data reported may reconcile data included in the prior
report, and must be explained in the explanation/remarks section of the report.

(3) Financial reports must be based on the required supporting documentation maintained in
the recipient’s official financial management system that produces information that
objectively discloses financial aspects of events or transactions.

(4) Financial data reported should be derived from accounts that are maintained on a
consistent, periodic basis; material changes in accounting policies or methods and their
effect must be clearly explained.
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(5) Reporting terminology used in financial reports to FTA should be consistent with receipt
and expense classifications included in the latest Award.

(6) The recipient is responsible for indicating whether or not it is charging indirect costs to the
Award at the time of application. If the recipient is charging indirect costs to the Award,
the recipient is responsible for having an approved Indirect Cost Rate Proposal or Cost
Allocation Plan approved by the cognizant agency on file, and uploading the
documentation into their TrAMS “Recipient Profile.” The recipient must report on related
indirect expenditures.

(7) The recipient must provide financial information related to the FFR categories: Federal
Cash, Recipient Share, Unliquidated Obligations, and Program Income.

TC-AM3. Arethe recipient’s MPRs complete and accurate?

BASIC REQUIREMENT
Recipients are required to submit MPRs that discuss progress toward project objectives and any potential
problem areas.

APPLICABILITY
All recipients

DETAILED EXPLANATION FOR REVIEWER

Progress reports are the primary written communication between recipients and FTA. Recipients must
submit MPRs in TrAMS for each open award within 30 days of the end of the reporting period. Reports
must be submitted for all active/executed awards, even if no activity occurred on those awards since the
last report. 2 CFR part 200 Subpart D and FTA C. 5010.1E detail the information that, at a minimum,
must be included in these reports. Reporting on operating assistance is limited to the estimated and
actual date when funding has been expended.

Because submitting late reports is a risk factor, patterns of late or unsubmitted reports may prompt FTA to
take remedial action and increase reporting frequency requirements.

INDICATORS OF COMPLIANCE
a. Does the MPR provide the status of each milestone that has passed during the prior reporting
period including the actual completion dates for any milestones and revised completion dates for
any milestones not met?

b. Does the MPR contain a narrative of activity status and any problems encountered in
implementation, specification preparation, bid solicitation, resolution of protests, or third-party
contract awards?

c. Ifthere were award budget changes, is there discussion of the change?

d. Isthere an analysis of each significant project cost variance? Completion and acceptance of
equipment and construction or other work should be discussed, together with a breakout of the
costs incurred and those costs required to complete the project using quantitative measures,
such as hours worked, sections completed, or units delivered.

e. If there were schedule changes, is there:

¢ An explanation of why scheduled milestones or completion dates were not met?
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¢ |dentification of problem areas and a narrative on how the problems will be solved?
e Adiscussion of the expected impacts and the efforts to recover from the delays?
f.  If there are rolling stock ALls, is a contract award milestone included?

g. Ifthere were outstanding claims exceeding $100,000 or claims settled during the reporting period,
is a brief description, estimated costs, and the reasons for the claims included?

h. If change orders are listed for the reporting period, is a description provided, including amount
exceeding $100,000, and which are pending or settled?

i. Ifreal property was acquired since the last Comprehensive Review, were all actions, including
just compensation, property or properties under litigation, administrative settlements, and
condemnation for each parcel reported?

INSTRUCTIONS FOR REVIEWER

For each program, sample three awards for the most recent reporting period to determine if MPRs include
the required information in the indicators above. Determine if the regional office has any issues with
MPRs.

Review project budgets in TrAMS to determine if budget changes were made, verify they were properly
included in the correct MPRs, and determine if the recipient is reporting changes prior to them being
made.

Review the recipient’s list of change orders and verify the MPRs indicated potential and executed change
orders, as defined in Circular 4220.1, where amounts exceeded $100,000. Verify that any additional
change orders identified in the Procurement section of the review are included in the appropriate MPRs.

Review all claims or litigation involving third-party contracts, potential third-party contracts discussed, or
other parties in the Legal section to ensure that any exceeding $100,000 or involving a controversial
matter or highly publicized matter were included in MPRs.

Review the recipient’s real property inventory to determine if any real property was acquired in the past
three years and verify all actions, including just compensation, property or properties under litigation,
administrative settlements, and condemnation for each parcel are included in the MPR during the
reporting period.

POTENTIAL DEFICIENCY DETERMINATION
The recipient is deficient if progress reports are not complete, or fail to highlight progress towards meeting
project objectives and any potential problem areas, as detailed in the governing directive below.

DEFICIENCY CODE TC-AM3-1: MPRs lack required information.

SUGGESTED CORRECTIVE ACTION: The recipient must submit revised reports that include
the missing information and submit to the FTA regional office procedures for ensuring all required
information is included in future reports. If the recipient is no longer able to submit the reports
electronically, it must upload hard copies of the reports to TrAMS and notify the regional office
when the revised reports are submitted.

GOVERNING DIRECTIVE
2 CFR 200.328 Monitoring and reporting program performance.

(a) Monitoring by the non-Federal entity. The non-Federal entity is responsible for oversight of the
operations of the Federal award supported activities. The non-Federal entity must monitor its
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activities under Federal awards to assure compliance with applicable Federal requirements and
performance expectations are being achieved. Monitoring by the non-Federal entity must cover
each program, function or activity. See also § 200.331 Requirements for pass-through entities.

(b) Non-construction performance reports. The Federal awarding agency must use standard,
OMB-approved data elements for collection of performance information (including performance
progress reports, Research Performance Progress Report, or such future collections as may be
approved by OMB and listed on the OMB Web site).

(1) The non-Federal entity must submit performance reports at the interval required by the
Federal awarding agency or pass-through entity to best inform improvements in program

outcomes and productivity. Intervals must be no less frequent than annually nor more frequent
than quarterly except in unusual circumstances, for example where more frequent reporting is
necessary for the effective monitoring of the Federal award or could significantly affect
program outcomes. Annual reports must be due 90 calendar days after the reporting period;
quarterly or semiannual reports must be due 30 calendar days after the reporting period.
Alternatively, the Federal awarding agency or pass-through entity may require annual reports
before the anniversary dates of multiple year Federal awards. The final performance report will

be due 90 calendar days after the period of performance end date. If a justified request is
submitted by a non-Federal entity, the Federal agency may extend the due date for any
performance report.

(2) The non-Federal entity must submit performance reports using OMB-approved government
wide standard information collections when providing performance information. As appropriate

in accordance with above mentioned information collections, these reports will contain, for

each Federal award, brief information on the following unless other collections are approved

by OMB:

(i) A comparison of actual accomplishments to the objectives of the Federal award
established for the period. Where the accomplishments of the Federal award can be

quantified, a computation of the cost (for example, related to units of accomplishment)

may be required if that information will be useful. Where performance trend data and
analysis would be informative to the Federal awarding agency program, the Federal
awarding agency should include this as a performance reporting requirement.

(i) The reasons why established goals were not met, if appropriate.

(i) Additional pertinent information including, when appropriate, analysis and
explanation of cost overruns or high unit costs.

(c) Construction performance reports. For the most part, onsite technical inspections and certified

percentage of completion data are relied on heavily by Federal awarding agencies and pass-
through entities to monitor progress under Federal awards and subawards for construction. The
Federal awarding agency may require additional performance reports only when considered
necessary.

(d) Significant developments. Events may occur between the scheduled performance reporting
dates that have significant impact upon the supported activity. In such cases, the non-Federal
entity must inform the Federal awarding agency or pass-through entity as soon as the following
types of conditions become known:

(1) Problems, delays, or adverse conditions which will materially impair the ability to meet the
objective of the Federal award. This disclosure must include a statement of the action taken,

or contemplated, and any assistance needed to resolve the situation.
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(2) Favorable developments which enable meeting time schedules and objectives sooner or at
less cost than anticipated or producing more or different beneficial results than originally
planned.

(e) The Federal awarding agency may make site visits as warranted by program needs.

(f) The Federal awarding agency may waive any performance report required by this part if not
needed.

FTA Circular 5010.1E, Chapter. lll, Section 3. Reporting Requirements

d. Milestone Progress Reports (MPR). The MPRs must be submitted for each active Award. The
MPR is the primary written communication between the recipient and FTA. This report must be
submitted electronically. If only operating assistance is included in the Award, the reporting
requirements are limited to the actual dates when all federal assistance has been expended.

The information provided in MPR reports should be as complete as possible, highlighting progress
toward project objectives and any potential problem areas.

Each MPR must include the following data as appropriate:

(1) The current status, at a minimum, of each milestone that has passed during the prior
reporting period, within an active Award. FTA, at its discretion, may request a recipient to
update each milestone within an active Award. MPRs should identify:

e The actual completion dates for any milestones completed during the reporting period,
and

e Any revised dates when any original (or last revised) completion dates were not met.

(2) A narrative of the activity status, any problems encountered in implementation,
specification preparation, bid solicitation, resolution of protests, and third-party contract
Awards.

(3) A detailed discussion of all Award Budget or schedule changes.

(4) An explanation of why scheduled milestones or completion dates were not met.
(5) Identification of problem areas and a narrative on how the problems will be solved.
(6) A discussion of the expected impacts and the efforts to recover from the delays.

(7) An analysis of each significant project cost variance: Completion and acceptance of
equipment and construction or other work should be discussed, together with a breakout
of the costs incurred and those costs required to complete the project. Use quantitative
measures, such as hours worked, sections completed, or units delivered.

(8) Alist of all outstanding claims exceeding $100,000, and all claims settled during the
reporting period. This list should be accompanied by a brief description, estimated costs,
and the reasons for the claims.

(9) A list of all potential and executed change orders, as defined in Circular 4220.1, and
amounts exceeding $100,000, pending or settled, during the reporting period. This list
should be accompanied by a brief description. Identification of change orders does not
imply natification, acceptance, or approval of budgetary changes that might be required.
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(10)A list of claims or litigation involving third-party contracts and potential third-party contracts
that:

e Have a value exceeding $100,000;
¢ Involve a controversial matter, irrespective of amount; or
¢ Involve a highly publicized matter, irrespective of amount.
(12)A list of all real property acquisition actions, including just compensation, property or
properties under litigation, administrative settlements, and condemnation for each parcel

during the reporting period.

(12)All rolling stock ALls must include a milestone for Contract Award.

TC-AM4. Has the recipient submitted complete Program of Projects (POP) Status
Reports on time?

BASIC REQUIREMENT
Recipients of Sections 5310 and 5311 awards must submit their Program of Projects Status Reports to
FTA.

APPLICABILITY
Designated 5310 and 5311 recipients with subrecipients

DETAILED EXPLANATION FOR REVIEWER

Designated recipients of Sections 5310 and 5311 funds must submit program of projects status reports
for each open award annually, except designated 5310 recipients in large urbanized areas with awards
exceeding $2 million which must submit quarterly status reports. If the required information is not
included in the MPRs, these reports should be attached to the recipient’s corresponding MPR in the
TrAMS.

Reports must include:
1. Updated program of projects for each approved award that contains active projects reflecting
revised project descriptions, changes in projects from one category to another, and adjustments
within budget categories

2. Budget revisions for changes in line item budgets, if required by the regional office

3. Significant civil rights compliance issues, such as Title VI, Equal Employment Opportunity, or
Disadvantaged Business Enterprise complaints against the recipient or subrecipients

4. Notable accomplishments or problems involving subrecipients
INDICATORS OF COMPLIANCE

a. Did the recipient submit all status reports on time? If not, how many reports were missing/late
during any reporting period?
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Late or missing Program of Project Status Reports by due date
Year Quarter 1 Quarter 2 Quarter 3 Quarter 4/Annual
(Jan 1 —Jan 30) (Apr 1 — Apr 30) (July 1 — July 30) (Oct1 - 0Oct 31)
5310 5310 5310 5310 5311
FY 20XX

b. Do status reports include an updated program of projects for each approved award that contains
active projects?

c. Does the updated program of projects reflect revised project descriptions, changes in projects
from one category to another, and adjustments within budget categories?

d. Were any changes to line item budgets for the award submitted as budget revisions?
e. Were any significant civil rights compliance issues addressed?

INSTRUCTIONS FOR REVIEWER

Sample three awards for the most recent reporting period to determine if they have been submitted on
time and include the required information for the Annual Program of Projects Status Reports as detailed
in indicators above. If there is a pattern of late reporting, discuss with the regional office. Ask the
regional office if it requires annual budget revisions. All recipients of Sections 5310 and 5311 funding
must submit status reports annually (prior to October 31), except designated 5310 recipients in large
urbanized areas with awards exceeding $2 million which must submit quarterly status reports.

If changes were made to line item budgets, verify these were submitted as budget revisions.

Discuss with the FTA Regional Civil Rights Officer whether or not the recipient had any significant civil
rights compliance issues. If so, verify they were included in the status reports.

During the site visit, discuss any concerns noted.

POTENTIAL DEFICIENCY DETERMINATION
The recipient is deficient if it does not submit Annual Program of Projects Status Reports or the reports do
not include all the required information.

DEFICIENCY CODE TC-AM4-1: Annual Status reports missing or lacking required information

SUGGESTED CORRECTIVE ACTION: The recipient must submit in TrAMS the Annual Program
of Projects Status Reports for the past year and submit to the FTA regional office procedures for
submitting the reports with the required information at the required interval.

GOVERNING DIRECTIVE
FTA Circular 9040.1G, Chapter. V, Section 19. Reporting Requirements

a. Annual Program of Projects Status Reports. By October 31 each year, the state shall submit to
FTA a program status report for each active grant, covering the twelve-month period ending
September 30. Status reports are intended to meet minimal program information needs at the
regional and national levels. Reports should include an updated program of projects for each
approved grant that contains active projects. The updated program of projects should reflect
revised project descriptions, changes in projects from one category to another, and adjustments
within budget categories. The updated program of projects can be attached in the electronic status
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report. If revisions to the program of projects result in changes to the line item budget for the grant,
these changes should be submitted as budget revisions. Significant civil rights compliance issues
occurring during the year (such as Title VI, Equal Employment Opportunity [EEQ], or
Disadvantaged Business Enterprise [DBE] complaints against the state or subrecipients) should
be addressed in the annual status report. In addition, the state may report notable
accomplishments or problems involving Section 5311 subrecipients.

FTA Circular 9070.1G, Chapter. VI, Section 23. Reporting Requirements

a. Annual Program of Projects Status Reports. By October 31 each year, the state or designated
recipient should submit to FTA a program status report for each active grant, covering the twelve-
month period ending September 30. Designated recipients in large urbanized areas must submit
quarterly status reports. The status reports should be submitted electronically and are intended to
meet minimal program information needs at the regional and national levels. Reports should
include an updated POP for each approved grant that contains active projects. The updated POP
should reflect revised project descriptions, changes in projects from one category to another, and
adjustments within budget categories, if applicable. The updated POP can be imported as text into
the project summary section of the electronic status report.

If revisions to the POP result in changes to the line item budget for the grant, these changes
should be submitted as budget revisions. Significant civil rights compliance issues occurring during
the year (such as Title VI, Equal Employment Opportunity (EEO), or Disadvantaged Business
Enterprise (DBE) complaints against the recipient or subrecipients), should be addressed in the
annual status report. In addition, the recipient may report notable accomplishments or problems
involving Section 5310 subrecipients.

TC-AM5. Does the recipient ensure timely expenditure of funds and close out of
awards?

APPLICABILITY
All recipients

BASIC REQUIREMENT
The recipient must expend awards timely and close out projects and awards when project activity is
completed.

DETAILED EXPLANATION FOR REVIEWER
FTA expects projects to be completed within a reasonable, specified time and as scheduled in the award
agreement and updated in progress reports.

For Sections 5305, 5307, 5309, and 5339 projects, a good “rule of thumb” is to complete the project
within the period of availability of funds. Once award funds are past the period of availability, the ability to
amend the award to change the scope is limited, thus restricting the use of remaining funds to the original
scope. For large, complicated construction or technology projects, completing the project and closing the
award within the period of availability may not be feasible. Sections 5310 and 5311 programs of projects
should be implemented within two to three years of award approval. Recipients should take into account
the status of current awards before awarding a subrecipient an award for a new project.

Funds deobligated within the period of availability are available for re-obligation to a new award. The
following table shows the period of availability of funds for selected programs.
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Period of Availability of Funds

Program MAP-21/FAST Act
5305 Year of apportionment plus 3
5307 Year of apportionment plus 5

5309 discretionary | Year of apportionment plus 4

5310 Year of apportionment plus 2
5311 Year of apportionment plus 2
5329 Year of apportionment plus 2
5337 Year of apportionment plus 3
5339 Year of apportionment plus 3

Recipients may not excessively prolong the life of the award merely for the purpose of expending all
award funds. Frequently, recipients allow small balances in completed projects to delay closeout. The
recipient should have procedures for tracking project funds and reprogramming unused balances to other
projects or closing out the award if funds cannot be utilized.

The recipient should initiate award closeout with subrecipients within 90 days after the end of the period
of performance, when all funds are expended or when the award’s scope of work is completed. A final
FFR, budget, and, for Sections 5310 and 5311 awards, the POP, are required at the time of closeout. It
is not necessary to wait for the Single Audit before closing an award.

Examples of good award management practices include:

1)

2)

3)

4)

5)

6)

7

As part of the annual development process, identify available funds in existing awards before
applying for new funds

Unless directed by the region, apply for remaining apportionments in the next year’'s award
instead of amending awards to add apportionment balances. An award may contain multiple
years’ apportionments

Spend oldest funds first for on-going expenses such as program administration (financial purpose
code (FPC 6), operating assistance (FPC 4), ADA complementary paratransit (FPC 8), and
preventive maintenance (FPC 0)

Accumulate program administrative expenses in a generic account and then draw from the oldest
award with available program administrative funds instead of charging the expenses directly to
awards

Set project time limits (less than two years)

Transfer small remaining balances to new line items

Move delayed projects to newer awards and active projects to older awards
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8) Deobligate project balances and reapply for funds (if within period of availability and allowed by
the FTA regional office)

9) Regularly reconcile balances with those in TRAMS
10) Tie third party contracts to projects, then tie projects to award
11) When funding a project out of multiple awards, develop a drawdown plan

12) When funding a project out of multiple awards, charge retainage to the newest award (and report
it as an unliquidated obligation) to enable the closing of older awards

FTA places a priority on closing out awards for which activity has ceased. FTA identifies awards that
should be potentially closed out as those that are 100 percent disbursed or those that were obligated
more than three years before and have not had a disbursement within the past 12 months.

Awards that have been inactive for a substantial length of time should also be closed unless the recipient
has a plan and is likely to resume activity soon. Inactivity may be a result of delays in project
implementation or lack of resources.

If an award has been delayed for a substantial period of time and the recipient does not have a
reasonable explanation, FTA may determine that the funds should be deobligated and the award closed.
Occasionally, a project may be delayed indefinitely because of factors beyond the recipient’s control. If
there is no realistic chance of a project going forward, FTA will deobligate the funds and make them
available for other projects that are ready to proceed.

INDICATORS OF COMPLIANCE
a. As part of the development of the annual program of projects, does the recipient look to available
funds in existing awards before applying for new funds?

b. Does the recipient take into account the status of current awards before awarding a subrecipient
a subaward for a new project?

c. Does the recipient have any delayed or inactive awards that should be closed?

d. Do the recipient’s procedures for initiating closeout with subrecipients ensure that the closeout
occurs within 90 days after the award end date or when funds are expended/reassigned and all
work activities for the project are completed before the end date?

e. Do the recipient’s procedures for initiating closeout with subrecipients ensure that the closeout
occurs by the time the award is closed with FTA?

f. Does the recipient initiate award closeout with FTA within 90 days of completion of all activity in
the program of projects and/or after the applicable Federal assistance has been expended for all
eligible costs?

INSTRUCTIONS FOR REVIEWER

Review procedures for documentation of award management and closeout processes. Review the
projected close-out dates for open awards. For on-going expenses, such as operating assistance,
determine whether the recipient draws from the oldest funds first. Identify awards that are old, have small
balances remaining, or are more than three years old and have not had disbursement activity within the
past 12 months. Review progress reports in TTAMS and other correspondence to identify major delays in
projects or, if and when, projects have been completed. Prior to the site visit, discuss the status of
awards with FTA regional office staff.
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Review state/program management plans and subrecipient agreements for time limits on subawards.
Obtain and review a schedule for closing all open awards. During the site visit, discuss award
management procedures and the status of any delayed or inactive awards that should be closed.

POTENTIAL DEFICIENCY DETERMINATION

The recipient is deficient if it does not spend the oldest funds first, track the progress of projects, close out
completed awards, reprogram unused balances to other activities, initiate award closeout timely, or has
open awards that should be closed.

DEFICIENCY CODE TC-AM5-1: Inactive award/untimely closeouts

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office an
award closeout plan.

The recipient must submit to the FTA regional office more effective procedures for award
management (spending older funds first, tracking project progress, identifying project balances,
reprogramming unused project funds to other projects, reassigning older projects to newer
awards, or closing out projects) to enable it to close awards more timely.

The recipient must work with the FTA regional office to revise award budgets with the existing
award schedule to assure funds can be spent and drawn down in active awards.

The recipient must work with the FTA regional office to deobligate funds and close awards if
funds remain in inactive awards or if projects are indefinitely delayed.

GOVERNING DIRECTIVE
2 CFR 200.343 Closeout

The Federal awarding agency or pass-through entity will close-out the Federal award when it
determines that all applicable administrative actions and all required work of the Federal award
have been completed by the non-Federal entity. This section specifies the actions the non-
Federal entity and Federal awarding agency or pass-through entity must take to complete this
process at the end of the period of performance.

(a) The non-Federal entity must submit, no later than 90 calendar days after the end date of
the period of performance, all financial, performance, and other reports as required by the
terms and conditions of the Federal award. The Federal awarding agency or pass-through
entity may approve extensions when requested by the non-Federal entity.

(b) Unless the Federal awarding agency or pass-through entity authorizes an extension, a
non-Federal entity must liquidate all obligations incurred under the Federal award not later
than 90 calendar days after the end date of the period of performance as specified in the
terms and conditions of the Federal award.

(c) The Federal awarding agency or pass-through entity must make prompt payments to the
non-Federal entity for allowable reimbursable costs under the Federal award being closed out.

(d) The non-Federal entity must promptly refund any balances of unobligated cash that the
Federal awarding agency or pass-through entity paid in advance or paid and that are not
authorized to be retained by the non-Federal entity for use in other projects. See OMB
Circular A-129 and see §200.345 Collection of amounts due, for requirements regarding
unreturned amounts that become delinquent debts.
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(e) Consistent with the terms and conditions of the Federal award, the Federal awarding
agency or pass-through entity must make a settlement for any upward or downward
adjustments to the Federal share of costs after closeout reports are received.

() The non-Federal entity must account for any real and personal property acquired with
Federal funds or received from the Federal Government in accordance with §200.310
Insurance coverage through 200.316 Property trust relationship and 200.329 Reporting on
real property.

(g9) The Federal awarding agency or pass-through entity should complete all closeout actions
for Federal awards no later than one year after receipt and acceptance of all required final
reports.

FTA Circular 5010.1E, Chapter lll: Administration of the Award

5. AWARD CLOSEOUT. Closeout, in general, is the term used to signify the process by which the
recipient and FTA agree that all activities approved for the Award have been completed and/or the
federal assistance awarded has been expended for eligible costs. Recipients are required to close
an Award 90 days after the end of the period of performance. FTA, or the recipient, may initiate
the closeout process. Closeout, by either party, does not preclude FTA'’s ability to seek repayment
or other remedies for a recipient’s breach of the terms and conditions of the Grant or Cooperative
Agreement.

a. Closeout by Recipient. “The recipient is responsible to initiate closeout of the Award,
within 90 days after the end of the period of performance, or after all approved activities
are completed and/or the applicable federal assistance has been expended for all eligible
costs. Any deviation from the approved Award must be documented in the closeout
amendment.

FTA Circular 9040.1G, Chapter V Program Management and Administrative Requirements

15. CLOSEOQUT. States should initiate project closeout with subrecipients within ninety days after
all funds are expended and all work activities for the project are completed. The states should
similarly initiate program of project closeout with FTA within ninety days after all work activities for
the program of projects are completed. A final federal financial report (SF 424), final budget, and
final program of projects must be submitted electronically via the FTA electronic award
management system at the time of closeout.

FTA expects grants awarded for a specific program of projects to be completed within a
reasonable, specified time frame, generally two to three years. If small amounts of funds remain
in an inactive grant, the state should request that the funds be deobligated and the project closed
out. If the deobligated funds are still within their period of availability, FTA can reobligate the funds
in a new grant to the state along with other currently available funds. Otherwise, the deobligated
funds lapse and are reapportioned by FTA among all the states in a subsequent year.

FTA Circular 9070.1G, Chapter VI Program Management and Administrative Requirements

19. CLOSEOQUT. Recipients should initiate project closeout with subrecipients within ninety days
after all funds are expended and all work activities for the project are completed. Recipients
should similarly initiate POP closeout with FTA within ninety days after all work activities for the
POP are completed. A final Federal Financial Report, final budget, and final POP must be
submitted electronically via the electronic grant management system at the time of closeout.
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FTA expects grants awarded for a specific POP to be completed within a reasonable, specified
time frame, generally not to exceed two to three years. Although this circular provides recipients
with a great deal of flexibility in developing and subsequently revising programs of projects, it is
not FTA's intent that grants be continually revised or amended in ways that will excessively
prolong the life of the grant, and consequently result in a large number of active Section 5310
grants. If small amounts of funds remain in an inactive grant, the recipient should request that the
funds be deobligated and the project closed out. If the deobligated funds are still within their
period of availability, FTA can reobligate the funds in a new grant to the recipient along with other
currently available funds. Otherwise the deobligated funds lapse and are reapportioned by FTA
among states and UZAs in a subsequent year.

ISSUES/AREAS OF CONCERN FOR FTA AWARENESS

1. Were any concerns identified in the recipient’'s award management procedures in the FTA's
Oversight Assessment Tool (OAT)? Did background research and/or onsite observations support
these concerns?

2. Do the data in the MPRs, program status reports and FFRs; the award closeout history; and the
information from FTA regional office staff indicate that the recipient may have a weakness with
award management practices? If yes, explain.

3. If there are FTA comments on FFRs or MPRs, does the recipient appear to understand them and has
it responded appropriately?

4. If the recipient has a significant number of open and inactive awards, is the recipient lacking the
capacity to adequately track and monitor awards and/or close them out?

5. Are there concerns about the organizational structure, staffing resources and/or turnover, experience
or training to ensure sufficient technical capacity for the administration of FTA award program?

6. Did background research or site visit observations reveal any other potential issues or concerns
about the recipient’s technical capacity to manage FTA awards not covered previously in this
section?

REFERENCES

1. 49 U.S.C. Chapter 53, Federal Transit Laws

2. 2 CFR Parts 200 and 1201, "Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards"

3. FTA Circular 5010.1E, “Award Management Requirements”

4. FTA Circular 9040.1G, “Formula Grants for Rural Areas: Program Guidance and Application
Instructions

5. FTA Circular 9070.1G “Enhanced Mobility of Seniors and Individuals with Disabilities Program

Guidance and Application Instructions”

USEFUL WEBLINKS

1.

2.

3.

The Federal Financial Report (FFR)
FFR Instruction Guide for Recipients

State Transit Program Manager’'s Guide on Administration and Oversight of FTA Grant Programs
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https://www.transit.dot.gov/regulations-and-guidance/legislation/chapter-53-amended-fast-act
https://www.gpo.gov/fdsys/granule/CFR-2014-title2-vol1/CFR-2014-title2-vol1-part200/content-detail.html
https://www.gpo.gov/fdsys/search/pagedetails.action?sr=633&originalSearch=&st=Mitigating+Circumstances&ps=10&na=&se=&sb=re&timeFrame=&dateBrowse=&govAuthBrowse=&collection=&historical=false&granuleId=CFR-2016-title2-vol1-part1201&packageId=CFR-2016-title2-vol1&fromState=&collectionCode=CFR&browsePath=Title+2%2FSubtitle+B%2FChapter+Xii%2FPart+1201&collapse=true&fromBrowse=true
https://www.transit.dot.gov/regulations-and-guidance/fta-circulars/award-management-requirements-circular-50101e
https://www.transit.dot.gov/regulations-and-guidance/fta-circulars/formula-grants-rural-areas-program-guidance-and-application
https://www.transit.dot.gov/regulations-and-guidance/fta-circulars/formula-grants-rural-areas-program-guidance-and-application
https://www.transit.dot.gov/regulations-and-guidance/fta-circulars/enhanced-mobility-seniors-and-individuals-disabilities
https://www.transit.dot.gov/regulations-and-guidance/fta-circulars/enhanced-mobility-seniors-and-individuals-disabilities
https://www.grants.gov/web/grants/forms/post-award-reporting-forms.html
https://www.transit.dot.gov/funding/grantee-resources/teamtrams/guidance-trams-federal-financial-reports-selected-topics
https://www.transit.dot.gov/funding/grantee-resources/teamtrams/guidance-trams-federal-financial-reports-selected-topics
https://www.transit.dot.gov/state-safety-oversight
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4. TECHNICAL CAPACITY — PROGRAM
MANAGEMENT AND SUBRECIPIENT OVERSIGHT

PURPOSE OF THIS REVIEW AREA

The recipient must follow the public involvement process for transportation plans; develop and submit a
State Management/Program Management Plan to the FTA for approval; report in the Federal Funding
Accountability and Transparency Act Subaward Reporting System (FSRS) on subawards; and ensure
subrecipients comply with the terms of the award.

QUESTIONS TO BE EXAMINED
1. Does the state involve transit providers and nonmetropolitan local officials in the development of the
long-range transportation plan and the State Transportation Improvement Program (STIP)?

2. Does the recipient have an FTA-approved state or program management plan(s) that documents the
recipient’s policies and procedures for administering the Sections 5310, 5311, and/or 5339
programs?

3. Has the recipient entered into agreements with each subrecipient that includes all the information
required by FTA and 2 CFR part 2007

4. Did the recipient obtain lobbying certifications from subrecipients before entering into agreements
exceeding $100,0007?

5. Did the recipient confirm that its subrecipients were not suspended, debarred, ineligible, or voluntarily
excluded from participation in federally assisted transactions or procurements before entering into
agreements exceeding $25,0007?

6. Has the recipient reported subaward information to FSRS for all subawards over $25,000 timely?

7. Does the recipient’s oversight program ensure subrecipient compliance with Federal requirements
and performance goals, and provide for evaluation of subrecipient risk of noncompliance with those
requirements?

INFORMATION NEEDED FROM RECIPIENT
Recipient Information Request
¢ Public involvement process for development of the long-range transportation plan and STIP
e Documentation of public involvement activities (sample meeting minutes, publications of
activities)
State/program management plan(s), if different from document uploaded to TTAMS
Standard subrecipient application and agreement for each type of program funding, if different
List of all new subrecipients within the past three years
Subrecipient oversight schedule for the past three and the next three years
Oversight procedures including sample oversight checklists/monitoring materials, training
materials/manuals for subrecipients

Recipient Follow-up
e FSRS reporting procedures, if written
e Performance and progress reports submitted by subrecipients
e Sample documentation of oversight conducted of subrecipients to be visited
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TC-PgM1. Does the state involve transit providers and nonmetropolitan local officials in
the development of the long-range transportation plan and the STIP?

BASIC REQUIREMENT

The state, as a recipient of Federal funds, must document and follow a public involvement process that
provides opportunities for public review and comment during the development of the long-range statewide
transportation plan and the STIP. The state must also have a separate and discrete process for
cooperating with nonmetropolitan local governments and officials in the development of these plans.

APPLICABILITY
States

DETAILED EXPLANATION FOR REVIEWER

The planning regulations require cooperation or coordination by the state with transit operators or
nonmetropolitan local officials with responsibility for transportation. Participation in the public
transportation-human services planning process helps satisfy this requirement.

INDICATORS OF COMPLIANCE
a. Does the state have a documented process for involving the public, including transit providers, in
development of the long-range statewide transportation plan and the STIP?

b. Does the state have a separate and discrete process for cooperating with nonmetropolitan local
officials representing units of general-purpose local government and/or local officials with
responsibility for transportation in the development of the long-range statewide transportation
plan and the STIP?

c. How does the process provide an opportunity for the participation of nonmetropolitan local
governments and/or local officials in the development of these plans?

INSTRUCTIONS FOR REVIEWER

Review the state’s documented public involvement process for developing the long-range transportation
plan and the STIP to ascertain how it involves transit providers to obtain their review and comments at
key decision points. Review the state’s website for and/or obtain a sample of documentation of public
involvement activities, including meeting minutes, for the development of the long-range transportation
plan and the STIP.

Review the state’s process to determine how it ensures that it cooperates with and obtains review and
comment from nonmetropolitan local officials representing units of general-purpose local government
and/or local officials with responsibility for transportation in the development of the long-range statewide
transportation plan and the STIP. Review the state’s website for documentation and/or a sample of
documentation of cooperative efforts with local officials, including meeting minutes, for the development
of the long-range transportation plan and the STIP.

POTENTIAL DEFICIENCY DETERMINATION
The state is deficient if it does not provide opportunities for involving transit providers or nonmetropolitan
local officials in the development of the long-range statewide transportation plan or the STIP.

DEFICIENCY CODE TC-PgM1-1: State transportation planning process lacking involvement by
transit providers and/or local officials

SUGGESTED CORRECTIVE ACTION: The state must submit to the FTA regional office a
process for involving public transit providers and/or nonmetropolitan local officials in the
development of the long-range statewide transportation program and the STIP.
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GOVERNING DIRECTIVE
23 CFR 450.208 Coordination of planning process activities

(a) In carrying out the statewide transportation planning process, each State shall, at a minimum:

(1) Coordinate planning carried out under this subpart with the metropolitan transportation
planning activities carried out under subpart C of this part for metropolitan areas of the State.
When carrying out transportation planning activities under this part, the State and MPOs shall
coordinate on information, studies, or analyses for portions of the transportation system
located in MPAs [metropolitan planning areas]. The State(s), the MPO(s), and the operators
of public transportation must have a current metropolitan planning agreement, which will
identify coordination strategies that support cooperative decision making and the resolution of
disagreements;

(4) Cooperate with affected local elected and appointed officials with responsibilities for
transportation, or, if applicable, through RTPOs [regional transportation planning
organizations] described in section 450.210(d) in nonmetropolitan areas;

(7) Coordinate data collection and analyses with MPOs and public transportation operators to
support statewide transportation planning and programming priorities and decisions.

23 CFR 450.210 Interested parties, participation, and consultation

(a) In carrying out the statewide transportation planning process, including development of the long-
range statewide transportation plan and the STIP, the State shall develop and use a documented
public involvement process that provides opportunities for public review and comment at key
decision points.

(b) The State shall provide for nonmetropolitan local official participation in the development of the
long-range statewide transportation plan and the STIP. The State shall have a documented
process(es) for cooperating with nonmetropolitan local officials representing units of general
purpose local government and/or local officials with responsibility for transportation that is
separate and discrete from the public involvement process and provides an opportunity for their
participation in the development of the long-range statewide transportation plan and the STIP...

TC-PgM2. Does the recipient have an FTA-approved state or program management
plan(s) that documents the recipient’s policies and procedures for
administering the Sections 5310, 5311, and/or 5339 programs?

BASIC REQUIREMENT

Recipients must develop and submit to FTA for approval a state/program management plan(s) that
documents their policies and procedures for administering the Sections 5310 and 5311 programs and,
under certain circumstances, the Section 5339 program. Recipients must update plans regularly to
incorporate any changes in program management or new requirements.

APPLICABILITY
Designated recipients of Section 5311 funds
Designated recipients of Sections 5310 or 5339 funds with subrecipients

DETAILED EXPLANATION FOR REVIEWER

Each state that administers the Sections 5310, 5311, and 5339 programs and each designated recipient
of Section 5310 or Section 5339 funds that passes funds to subrecipients, is required to have and submit
a state/program management plan(s) for the program(s) to the FTA regional office and to update it
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regularly to incorporate any changes in program management or new requirements. The requirement for
a state management plan does not apply to insular areas that do not have subrecipients.

State/program management plans document the recipient’s policies and procedures for the program(s).
FTA gives the recipient the maximum discretion permitted by law in designing and managing the
programs to meet the passengers’ needs under those programs. The recipient develops program
standards, criteria, procedures and policies for the programs. States that provide service directly and
have no subrecipients under Sections 5310 or 5311 should develop a state management plan that states
that it provides the service directly and addresses how the program is managed and funding decisions
are made.

The state/program management plan is intended to facilitate program management and FTA oversight.
The plan provides public information on the recipient’s administration of the programs and may be used
as a program guide for local applicants. The plan should contain sufficient detail to meet these
objectives. While FTA does not prescribe a format for the plan, it does require that specific areas be
covered for each program.

The state may develop separate plans or a combined plan for the programs. Parallels in the programs
make it desirable for the state to consider all resources and plan for their use in a complementary way.
Many of the policies and procedures implemented by the state may apply to all programs.

FTA strongly encourages recipients to issue timely revisions to state/program management plans,
particularly when information helpful to minority applicants, subrecipients, and third party contractors is
involved. The recipient should seek public comment in making significant revisions to a plan. A
significant revision is a change in recipient policy, such as a change in how projects and subrecipients are
selected for funding. Updates to state/program management plans to reflect changes in FTA policy that
do not trigger a change in recipient policy do not require public comment. Opportunity for comment
should be given, at a minimum, to potential subrecipients, potential service providers, representatives of
other funding sources, and any relevant state association or professional organization.

INDICATORS OF COMPLIANCE
a. Does the recipient have an approved plan on file with the FTA regional office?

b. If the recipient has an approved plan, what changes has the recipient adopted to the program(s)
since FTA approval that would require revisions to the plan(s)? If revisions were made, was the
revised plan submitted to FTA? Does the approved plan reflect current policy/process?

c. If the recipient does not have an approved plan(s), has the recipient submitted the plan(s) to the
FTA regional office for review and approval?

d. If the plan(s) has been submitted to the FTA regional office since the last Comprehensive
Review, did the recipient seek public comment for significant changes to the plan(s)?

e. Forthe plan(s) submitted to the FTA regional office that has not yet received FTA approval, does
the state or program management plan(s) address the required topics? Does the submitted plan
reflect current policy/process?

Page Number

Topics 5311 5310 5339 Comments

Program Goals and Objectives

Roles and Responsibilities
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Topics

Page Number

5311

5310

5339

Comments

Coordination

Eligible Subrecipients

Eligible Services and Service
Areas

Eligible Assistance Categories

Local Share and Local Funding
Requirements

Project Selection Criteria and
Method of Distributing Funds

Intercity Bus Transportation

Annual Program of Projects
Development and Approval
Process

State Administration, Planning,
and Technical Assistance

Transfer of Funds

State Rural Transportation
Assistance Program (RTAP)

Private Sector Participation

Civil Rights

Maintenance (listed in “other
provisions” for Sections 5310
and 5339)

Charter Rule

Section 504 and ADA
Reporting

National Transit Database
(NTD) reporting

Program Measures

Program Management
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Page Number

Topics 5311 5310 5339 Comments

Other Provisions

INSTRUCTIONS FOR REVIEWER

Obtain the current state/program management plans from the recipient. Verify with the FTA regional
office that the current plans match the plans submitted to and/or approved by FTA. If the plan submitted
by the recipient matches the plan approved by FTA and no changes have occurred in the program
implementation, do not complete the table above.

For plans received by FTA but not yet approved, determine if the regional office has any concerns or
issues with the plans. Review plans not yet approved by FTA using the table to ensure that they address
the required topics. Discuss any required topics that are missing from the plans with the FTA regional

office.

During the site visit, determine if the plans reflect current policy and procedures as the related area is
addressed. Discuss with the recipient if any significant changes were made to the plan(s) since the last
Comprehensive Review and, if so, whether the recipient obtained public comment. Review the recipient’s
website, agendas and/or minutes of board meetings, training sessions, and award application sessions
for indication that the significant changes were discussed and provided for discussion to the public.
Posting the revised plan(s) on the recipient’s website seeking comments on revisions meets the
requirement.

POTENTIAL DEFICIENCY DETERMINATIONS
The recipient is deficient if it has not submitted the state/program management plan(s) to the FTA
regional office or has not updated the plan to reflect current policy.

DEFICIENCY CODE TC-PgM2-1: SMP/PMP missing or out of date

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office an
updated state/program management plan(s) that reflects current practice. The recipient must
seek public comment on the revised state/program management plan(s) if significant revisions
are required and submit documentation that public comment was sought with the updated plan.

The recipient is deficient if its state/program management plan(s) does not address all required topics.

DEFICIENCY CODE TC-PgM2-2: SMP/PMP incomplete

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office a
revised state/program management plan(s) that addresses all required topics.

The recipient is deficient if it did not seek public comment for significant revisions to the plan.

DEFICIENCY CODE TC-PgM2-3: No evidence of solicitation of public comment for significant
SMP/PMP revisions

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
procedures for seeking public comment when significant revisions are made to a state/program
management plan. The recipient must seek public comment on the state/program management
plan(s) and submit documentation that public comment was sought with the updated plan(s).

FY2020 Contractors Manual — TC Program Management 4-6



GOVERNING DIRECTIVE
FTA Circular 9070.1G, Chapter VII, State and Program Management Plans

GENERAL. The state management plan (SMP) is a document that describes the state’s policies and
procedures for administering FTA’s Section 5310 and 5311 programs. The program management
plan (PMP) is a document that describes the designated recipient’s policies and procedures for
administering FTA’s Section 5310 program in a large urbanized area. The requirements for the PMP
are the same as those for the SMP with exception that the PMP is developed by designated
recipients in large urbanized areas whereas the SMP is developed by the state.

Each recipient, whether a state or a designated recipient in a large urbanized area, is required to
have an approved SMP/PMP on file with the appropriate FTA regional office and to update it regularly
to incorporate any changes in program management or new requirements. The recipient shall
provide an opportunity for review by stakeholders when it develops a hew plan or significantly revises
an existing plan.

FTA Circular 9040.1G, Chapter VI, State Management Plans

GENERAL. The state management plan (SMP) is a document that describes the state’s policies and
procedures for administering the state-managed portions of FTA's Section 5311, 5310, 5316, 5317,
and 5339 programs. Each state is required to have an approved SMP on file with the appropriate
FTA regional office and to update it regularly to incorporate any changes in program management or
new requirements. The state shall provide an opportunity for review by stakeholders when it
develops a new plan or significantly revises an existing plan.

FTA Circular 5100.1, Chapter VI, State and Program Management Plans

GENERAL. The State Management Plan (SMP) is a document that describes the state’s policies and
procedures for administering FTA’s Section 5339 program. The Program Management Plan (PMP) is
a document that describes the designated recipient’s policies and procedures for administering
Federal Transit Administration’s (FTA) Section 5339 program in a large urbanized area (UZA). A
PMP may not be necessary if there is only one designated recipient. The requirements for the PMP
are the same as those for the SMP with exception that the PMP is developed by designated
recipients in large UZAs whereas the SMP is developed by the state. All recipients may amend an
existing or approved SMP/PMP or create a stand-alone section in order to meet the requirement for
these documents.

a. Each recipient, whether a state or a designated recipient in a large UZA, is required to have an
approved SMP/PMP on file with the appropriate FTA regional office and to update it regularly to
incorporate any changes in program management or new requirements. The recipient shall
provide an opportunity for review by stakeholders when it develops a hew plan or significantly
revises an existing plan.

TC-PgM3. Has the recipient entered into agreements with each subrecipient that
includes all the information required by FTA and 2 CFR part 200?

APPLICABILITY
Recipients with subrecipients

BASIC REQUIREMENT
Recipients must enter into an agreement with each subrecipient. Agreements must state the terms and
conditions of assistance and includes information required by FTA and 2 CFR part 200.
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DETAILED EXPLANATION FOR REVIEWER

The recipient must enter into a written agreement with each subrecipient. The written agreement must
include applicable Federal requirements and require the subrecipient to undertake responsibilities for the
project usually performed by the recipient. The federally required clauses that the recipient is required to
incorporate in agreements (see Procurement section) reference some, but not all, of the basic Federal
requirements. Many recipients pass through FTA requirements to subrecipients by incorporating the FTA
Master Agreement by reference.

Recipients must ensure that every subaward is clearly identified to the subrecipient as a subaward and
includes the following information at the time of the subaward and if any of these data elements change,
include the changes in subsequent subaward modification. When some of this information is not
available, the recipient must provide the best information available to describe the Federal award and
subaward. See 2 CFR 200.331 Requirements for pass-through entities for required information.

INDICATORS OF COMPLIANCE
a. Has the recipient entered into a written agreement with each subrecipient?

b. Do the subrecipient agreements include the information required by 2 CFR part 200?

Required Agreement Information

Information Comment

Federal award identification

Subrecipient name (which must match the name
associated with its unique entity identifier)

Subrecipient’s unique entity identifier (DUNS)

Federal award identification number (FAIN)

Federal award date of award to the recipient by
the Federal agency

Subaward period of performance start and end
date

Amount of Federal funds obligated by this action
by the pass-through entity to the subrecipient

Total amount of Federal funds obligated to the
subrecipient by the pass-through entity including
the current obligation

Total amount of the Federal award committed to
the subrecipient by the pass-through entity

Federal award description as required to be
responsive to the Federal Funding Accountability
and Transparency Act
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Required Agreement Information

Information Comment

Name of Federal awarding agency, pass-through
entity, and contact information for awarding official
of the pass-through entity

Catalog of Federal Domestic Assistance (CFDA)
number and name; the pass-through entity must
identify the dollar amount made available under
each Federal award

Identification of whether the award is research
and development (R&D)

Indirect cost rate for the Federal award (including
if the application of the de minimis rate per
§200.414 Indirect (F&A) costs)

Pass-through Requirements:

All requirements imposed by the pass-through
entity on the subrecipient so that the Federal
award is used in accordance with Federal
statutes, regulations and the terms and conditions
of the Federal award, i.e. federally required
clauses

Any additional requirements that the pass-through
entity imposes on the subrecipient in order for the
pass-through entity to meet its own responsibility
to the Federal awarding agency including
identification of any required financial and
performance reports

Indirect Costs: If a federally approved indirect
cost rate is negotiated between the subrecipient
and the Federal government, this rate must be
used. If no such rate exists, the subrecipient may
either negotiate a rate with the pass-through entity
and the subrecipient (in compliance with this part),
or elect the de minimis indirect cost rate as
defined in §200.414 Indirect (F&A) costs,
paragraph (f), if eligible.

A requirement that the subrecipient permit the
pass-through entity and auditors to have access
to the subrecipient's records and financial
statements as necessary for the pass-through
entity to meet the requirements of this part

Appropriate terms and conditions concerning
closeout of the subaward
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INSTRUCTIONS FOR REVIEWER

Using the table and the clause checklist in the Procurement review area, review the standard subrecipient
agreement template for each FTA program and the executed subrecipient agreement for each
subrecipient selected for a site visit to determine if the agreements contain the information required by 2
CFR part 200. Note that when some of the information required by 2 CFR part 200 is not available, the
pass-through entity must provide the best information available to describe the federal award and
subaward. Incorporating the FTA Master Agreement by reference meets the requirement to include all
federally required clauses.

POTENTIAL DEFICIENCY DETERMINATIONS
The recipient is deficient if it has not entered into an agreement with each subrecipient.

DEFICIENCY CODE TC-PgM3-1: Missing written agreements

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
executed written agreements with each subrecipient. The recipient must submit to the FTA
regional office procedures for entering into written agreements with each subrecipient prior to the
expenditure of federal funds on a local project.

The recipient is deficient if subrecipient agreements do not include required elements.
DEFICIENCY CODE TC-PgM3-2: Written agreements missing required elements
SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office an
amended subrecipient agreement template that includes missing FTA requirements. The
recipient must submit documentation to the regional office that the amended agreement has been

used in the next project application cycle.

GOVERNING DIRECTIVE
2 CFR 200.331 Requirements for pass-through entities.

All pass-through entities must:

(a) Ensure that every subaward is clearly identified to the subrecipient as a subaward and includes
the following information at the time of the subaward and if any of these data elements change,
include the changes in subsequent subaward modification. When some of this information is not
available, the pass-through entity must provide the best information available to describe the
Federal award and subaward. Required information includes:

(1) Federal Award Identification.
0] Subrecipient name (which must match the name associated with its unique
entity identifier);
(i) Subrecipient's unique entity identifier;

(iii) Federal Award Identification Number (FAIN);

(iv) Federal Award Date (see §200.39 Federal award date) of award to the
recipient by the Federal agency;

(v) Subaward Period of Performance Start and End Date;

(vi) Amount of Federal Funds Obligated by this action by the pass-through entity
to the subrecipient;
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(vii) Total Amount of Federal Funds Obligated to the subrecipient by the pass-
through entity including the current obligation;

(viii)  Total Amount of the Federal Award committed to the subrecipient by the pass-
through entity;

(ix) Federal award project description, as required to be responsive to the Federal
Funding Accountability and Transparency Act (FFATA);

(x) Name of Federal awarding agency, pass-through entity, and contact
information for awarding official of the Pass-through entity;

(xi) CFDA Number and Name; the pass-through entity must identify the dollar
amount made available under each Federal award and the CFDA number at
time of disbursement;

(xii) Identification of whether the award is R&D; and

(xiii) Indirect cost rate for the Federal award (including if the de minimis rate is
charged per §200.414 Indirect (F&A) costs).

(2) All requirements imposed by the pass-through entity on the subrecipient so that the
Federal award is used in accordance with Federal statutes, regulations and the terms and
conditions of the Federal award,;

(3) Any additional requirements that the pass-through entity imposes on the subrecipient in
order for the pass-through entity to meet its own responsibility to the Federal awarding
agency including identification of any required financial and performance reports;

(4) An approved federally recognized indirect cost rate negotiated between the subrecipient
and the Federal Government or, if no such rate exists, either a rate negotiated between
the pass-through entity and the subrecipient (in compliance with this part), or a de minimis
indirect cost rate as defined in §200.414 Indirect (F&A) costs, paragraph (f);

(5) A requirement that the subrecipient permit the pass-through entity and auditors to have
access to the subrecipient's records and financial statements as necessary for the pass-
through entity to meet the requirements of this part; and

(6) Appropriate terms and conditions concerning closeout of the subaward.

Appendix |l to Part 200—Contract Provisions for Non-Federal Entity Contracts Under Federal Awards

In addition to other provisions required by the Federal agency or non-Federal entity, all contracts
made by the non-Federal entity under the Federal award must contain provisions covering the
following, as applicable.

(A) Contracts for more than the simplified acquisition threshold currently set at $150,000,
which is the inflation adjusted amount determined by the Civilian Agency Acquisition
Council and the Defense Acquisition Regulations Council (Councils) as authorized by 41
U.S.C. 1908, must address administrative, contractual, or legal remedies in instances
where contractors violate or breach contract terms, and provide for such sanctions and
penalties as appropriate.
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(B) All contracts in excess of $10,000 must address termination for cause and for
convenience by the non-Federal entity including the manner by which it will be effected
and the basis for settlement.

(C) Equal Employment Opportunity. Except as otherwise provided under 41 CFR Part 60, all
contracts that meet the definition of “federally assisted construction contract” in 41 CFR
Part 60-1.3 must include the equal opportunity clause provided under 41 CFR 60-1.4(b),
in accordance with Executive Order 11246, “Equal Employment Opportunity” (30 FR
12319, 12935, 3 CFR Part, 1964-1965 Comp., p. 339), as amended by Executive Order
11375, “Amending Executive Order 11246 Relating to Equal Employment Opportunity,”
and implementing regulations at 41 CFR part 60, “Office of Federal Contract
Compliance Programs, Equal Employment Opportunity, Department of Labor.”

(D) Davis-Bacon Act, as amended (40 U.S.C. 3141-3148). When required by Federal
program legislation, all prime construction contracts in excess of $2,000 awarded by
non-Federal entities must include a provision for compliance with the Davis-Bacon Act
(40 U.S.C. 3141-3144, and 3146-3148) as supplemented by Department of Labor
regulations (29 CFR Part 5, “Labor Standards Provisions Applicable to Contracts
Covering Federally Financed and Assisted Construction”). In accordance with the
statute, contractors must be required to pay wages to laborers and mechanics at a rate
not less than the prevailing wages specified in a wage determination made by the
Secretary of Labor. In addition, contractors must be required to pay wages not less than
once a week. The non-Federal entity must place a copy of the current prevailing wage
determination issued by the Department of Labor in each solicitation. The decision to
award a contract or subcontract must be conditioned upon the acceptance of the wage
determination. The non-Federal entity must report all suspected or reported violations to
the Federal awarding agency. The contracts must also include a provision for
compliance with the Copeland “Anti-Kickback” Act (40 U.S.C. 3145), as supplemented
by Department of Labor regulations (29 CFR Part 3, “Contractors and Subcontractors on
Public Building or Public Work Financed in Whole or in Part by Loans or Grants from the
United States”). The Act provides that each contractor or subrecipient must be
prohibited from inducing, by any means, any person employed in the construction,
completion, or repair of public work, to give up any part of the compensation to which he
or she is otherwise entitled. The non-Federal entity must report all suspected or reported
violations to the Federal awarding agency.

(E) Contract Work Hours and Safety Standards Act (40 U.S.C. 3701-3708). Where
applicable, all contracts awarded by the non-Federal entity in excess of $100,000 that
involve the employment of mechanics or laborers must include a provision for
compliance with 40 U.S.C. 3702 and 3704, as supplemented by Department of Labor
regulations (29 CFR Part 5). Under 40 U.S.C. 3702 of the Act, each contractor must be
required to compute the wages of every mechanic and laborer on the basis of a
standard work week of 40 hours. Work in excess of the standard work week is
permissible provided that the worker is compensated at a rate of not less than one and a
half times the basic rate of pay for all hours worked in excess of 40 hours in the work
week. The requirements of 40 U.S.C. 3704 are applicable to construction work and
provide that no laborer or mechanic must be required to work in surroundings or under
working conditions which are unsanitary, hazardous or dangerous. These requirements
do not apply to the purchases of supplies or materials or articles ordinarily available on
the open market, or contracts for transportation or transmission of intelligence.

(F) Rights to Inventions Made Under a Contract or Agreement. If the Federal award meets
the definition of “funding agreement” under 37 CFR 8401.2 (a) and the recipient or
subrecipient wishes to enter into a contract with a small business firm or nonprofit
organization regarding the substitution of parties, assignment or performance of
experimental, developmental, or research work under that “funding agreement,” the
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recipient or subrecipient must comply with the requirements of 37 CFR Part 401, “Rights
to Inventions Made by Nonprofit Organizations and Small Business Firms Under
Government Grants, Contracts and Cooperative Agreements,” and any implementing
regulations issued by the awarding agency.

(G) Clean Air Act (42 U.S.C. 7401-7671q.) and the Federal Water Pollution Control Act (33

(H)

0]

Q)

U.S.C. 1251-1387), as amended—Contracts and subgrants of amounts in excess of
$150,000 must contain a provision that requires the non-Federal award to agree to
comply with all applicable standards, orders or regulations issued pursuant to the Clean
Air Act (42 U.S.C. 7401-7671q) and the Federal Water Pollution Control Act as
amended (33 U.S.C. 1251-1387). Violations must be reported to the Federal awarding
agency and the Regional Office of the Environmental Protection Agency (EPA).

Mandatory standards and policies relating to energy efficiency which are contained in
the state energy conservation plan issued in compliance with the Energy Policy and
Conservation Act (42 U.S.C. 6201).

Debarment and Suspension (Executive Orders 12549 and 12689)—A contract award
(see 2 CFR 180.220) must not be made to parties listed on the government wide
exclusions in the System for Award Management (SAM), in accordance with the OMB
guidelines at 2 CFR 180 that implement Executive Orders 12549 (3 CFR part 1986
Comp., p. 189) and 12689 (3 CFR part 1989 Comp., p. 235), “Debarment and
Suspension.” SAM Exclusions contains the names of parties debarred, suspended, or
otherwise excluded by agencies, as well as parties declared ineligible under statutory or
regulatory authority other than Executive Order 12549.

Byrd Anti-Lobbying Amendment (31 U.S.C. 1352)—Contractors that apply or bid for an
award exceeding $100,000 must file the required certification. Each tier certifies to the
tier above that it will not and has not used Federal appropriated funds to pay any person
or organization for influencing or attempting to influence an officer or employee of any
agency, a member of Congress, officer or employee of Congress, or an employee of a
member of Congress in connection with obtaining any Federal contract, grant or any
other award covered by 31 U.S.C. 1352. Each tier must also disclose any lobbying with

non-Federal funds that takes place in connection with obtaining any Federal award.
Such disclosures are forwarded from tier to tier up to the non-Federal award.

TC-PgM4.

Did the recipient obtain lobbying certifications from subrecipients before
entering into agreements exceeding $100,000?

BASIC REQUIREMENT
Recipients must obtain signed lobbying certifications from subrecipients before entering into agreements
exceeding $100,000.

APPLICABILITY
Recipients with subrecipients

DETAILED EXPLANATION FOR REVIEWER
Any subrecipient in receipt of an award or contract exceeding $100,000 is subject to the same disclosure
and updating requirements as the recipient (See Legal review area for explanation of lobbying
certification requirements). The recipient must obtain an OMB Standard Form LLL or a quarterly report
update from a subrecipient for an event that should be reported. Obtaining the certification with annual
certifications and assurances from subrecipients with one signature for all the certifications and
assurances meets the requirement.
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INDICATOR OF COMPLIANCE
a. Does the recipient obtain signed lobbying certifications from subrecipients before entering into
agreements exceeding $100,000?

Subaward Comments

INSTRUCTIONS FOR REVIEWER

Using the table above, review the recipient’s standard subrecipient application(s) and agreement(s)
templates to see if either contains the lobbying certification. For each subrecipient selected for a site
visit, review executed subrecipient agreement to determine if the recipient obtained signed lobbying
certifications from subrecipients before entering into agreements exceeding $100,000.

POTENTIAL DEFICIENCY DETERMINATION
The recipient is deficient if it has not obtained signed certifications from subrecipients before entering into
agreements exceeding $100,000.

DEFICIENCY CODE TC-PgM4-1: Lobbying certifications not signed by subrecipients
SUGGESTED CORRECTIVE ACTION: The recipient must submit a process to the FTA regional
office for obtaining signed lobbying certifications from subrecipients before entering into

agreements exceeding $100,000.

GOVERNING DIRECTIVE
49 CFR 20.110 Certifications and Disclosures

(a) Each person shall file a certification...if required, with each submission that initiates agency
consideration of such person for: (1) Award of a Federal contract, grant, or cooperative agreement
exceeding $100,000...Shall file a certification...to the next tier above.

TC-PgM5. Did the recipient confirm that its subrecipients were not suspended,
debarred, ineligible or voluntarily excluded from participation in federally
assisted transactions or procurements before entering into agreements
exceeding $25,0007

BASIC REQUIREMENT
Recipients must ensure that potential subrecipients are not debarred or suspended when entering into
agreements exceeding $25,000.

APPLICABILITY
Recipients with subrecipients
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DETAILED EXPLANATION FOR REVIEWER
Each recipient is required to ensure, to the best of its knowledge and belief, that none of its subrecipients
are suspended, debarred, ineligible, or voluntarily excluded from participation in federally assisted
transactions or procurements. For each third party contract expected to equal or exceed $25,000,
recipients must verify that the subrecipient is not excluded or disqualified by:

e Checking SAM Exclusions (at SAM.gov); or

e Collecting a certification; or
e Adding a clause or condition to the covered transaction.

Obtaining the certification with annual certifications and assurance from subrecipients meets the
requirement.

FTA notes that affirmative actions, such as checking SAM.gov or including a requirement for a signed
certification, are preferred. A best practice is for the recipient to print the screen with the results of the
search to include in the award or procurement file, or to have a checklist noting when the SAM was
reviewed.

In the event that a recipient becomes aware, after the subrecipient award, that an excluded party is
participating in a covered transaction, it must promptly inform the FTA regional office in writing of this
information. The recipient may continue any covered transaction in existence at the time a party was
debarred, suspended, proposed for debarment, declared ineligible, or voluntarily excluded. The recipient
is not required to continue the transaction and may consider termination. However, the recipient may not
renew or extend the covered transaction (other than through a fully documented no-cost time extension)
with the excluded party.

INDICATORS OF COMPLIANCE
a. How and when does the recipient determine and verify that subrecipients are not suspended or
debarred?

Subaward Comments

b. Did the recipient extend or renew an award if it determined the subrecipient became suspended
or debarred after the initial award? If yes, did FTA grant an exception?

INSTRUCTIONS FOR REVIEWER
Review the state/program management plan(s), subrecipient applications, and subrecipient agreement(s)
for information on how the recipient determines ineligibility of suspended or debarred subrecipients.

For each subrecipient selected for a site visit, review the subrecipient’s application, and/or other files to
verify the recipient is making this determination before entering into any subrecipient agreements by:

e Checking System for Award Management (SAM) Exclusions (at SAM.gov);
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e Collecting a certification; or
e Adding a clause or condition to the covered transaction.

Verify with the FTA regional office if any suspension or debarment exceptions have been granted to the
recipient.

Review SAM.gov to determine if any subrecipients selected for site visits are suspended or debarred.

During the site visit, ask the recipient if any of its subrecipients were suspended or debarred after initial
award. If so, determine the date the recipient became aware and verify no awards were extended or
renewed after that date.

POTENTIAL DEFICIENCY DETERMINATIONS
The recipient is deficient if it does not verify that subrecipients are not suspended or debarred.

DEFICIENCY CODE TC-PgM5-1: No verification that excluded parties are not participating

SUGGESTED CORRECTIVE ACTION: The recipient must submit to the FTA regional office
procedures for making excluded party determinations before entering into an agreement. For the
next application cycle, submit to FTA documentation that the required process was implemented.

The recipient is deficient if it extended or renewed an award to a subrecipient after learning the
subrecipient was suspended or debarred.

DEFICIENCY CODE TC-PgM5-2: Excluded parties participating in covered transactions

SUGGESTED CORRECTIVE ACTION: Work with the FTA regional office and FTA Regional
Counsel to determine the appropriate corrective action.

GOVERNING DIRECTIVE
2 CFR 180.300

What must | do before | enter into a covered transaction with another person at the next lower tier?
When you enter into a covered transaction with another person at the next lower tier, you must
verify that the person with whom you intend to do business is not excluded or disqualified. You do
this by:

(&) Checking SAM Exclusions; or

(b) Collecting a certification from that person; or

(c) Adding a clause or condition to the covered transaction with that person.

2 CFR 180.310

What must | do if a Federal agency excludes a person with whom | am already doing business in a
covered transaction?

(&) You as a participant may continue covered transactions with an excluded person if the
transactions were in existence when the agency excluded the person. However, you are
not required to continue the transactions, and you may consider termination. You should
make a decision about whether to terminate and the type of termination action, if any, only
after a thorough review to ensure that the action is proper and appropriate.

(b) You may not renew or extend covered transactions (other than no-cost time extensions)
with any excluded person, unless the Federal agency responsible for the transaction
grants an exception under §180.135.
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TC-PgM6. Has the recipient reported subaward information to FSRS for all subawards
over $25,000 timely?

BASIC REQUIREMENT
Federal Funding Accountability and Transparency Act (FFATA) requires recipients to report subaward
information to FSRS by the end of the month following the month in which the subaward was made.

APPLICABILITY
Recipients with subrecipients

DETAILED EXPLANATION FOR REVIEWER

All direct recipients of FTA awards, award amendments and cooperative agreements over $25,000 are
subject to the requirement of FFATA, which requires recipients to report subaward information to FSRS at
www.FSRS.gov by the end of the month after the month in which they make any subaward under the
award. The reporting requirement does not include third party contract data at this time.

Recipients must report the information about each first tier subaward over $25,000 (funds passed through
to other public agencies, private nonprofit organizations or, where eligible as subrecipients, private
providers of transportation) by the end of the month following the month the direct recipient makes any
subaward or obligation (not the month after FTA awarded funds to the recipient). For example, if FTA
awarded the fund to the recipient in November and the recipient signed subrecipient agreements in
February, the recipient has until March 31 to report the subaward into FSRS. Once the recipient submits
an initial report, it can revise it later to add additional subawards as they are made, or to change data
previously submitted to reflect adjustments in subawards.

Information and training materials about FFATA subaward reporting and FSRS are posted on
www.USASpending.gov/news.

INDICATORS OF COMPLIANCE
a. Has the recipient reported subaward information to FSRS for all subawards greater than or equal
to $25,000, including subaward amendments making the total award greater than or equal to

$25,000?
b. Were the reports submitted by the end of the month after the month in which the subaward was
made?
(1) (2) (3) (4) ) (6)
FTA Award Subaward Amount Award Date Date Comments
Number Reported to

Entity FSRS

INSTRUCTIONS FOR REVIEWER
In TrAMS, access the program of projects for an award in each FTA program for which the subrecipients
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selected for site visits receive funding and complete columns (1), (2), and (3) in the following table.
During the site visit, ask the recipient to provide the information needed to complete columns (4) and (5).

POTENTIAL DEFICIENCY DETERMINATION
The recipient is deficient if it does not report subaward information to FSRS or does not do so timely.

DEFICIENCY CODE TC-PgM6-1: FFATA reporting deficiencies

SUGGESTED CORRECTIVE ACTION: The recipient must report all missing information to
FSRS and notify the FTA regional office when complete. The recipient must also submit to the
FTA regional office procedures for reporting future subawards to FSRS timely.

GOVERNING DIRECTIVE
FTA Circular 5010.1E, Chapter lll, Section 3.f Federal Funding Accountability and Transparency Act
(FEATA) Subaward and Executive Compensation Reporting.

Recipients awarded new federal assistance greater than or equal to $25,000 as of October 1,
2010, are subject to FFATA subaward and executive compensation reporting requirements as
outlined in the Office of Management and Budget’s guidance issued August 27, 2010. These
recipients must file an FFATA subaward report by the end of the month following the month in
which the recipient awards any subaward greater than or equal to $25,000. Additionally, all
recipients must report the names and compensation of their five most highly compensated officers,
and first-tier subrecipients must report the names and compensation of their five most highly
compensated officers, if in the preceding fiscal year they received 80 percent or more of their
annual gross revenues in federal Awards; and $25,000 or more in annual gross revenues from
federal Awards; and the public does not have access to this information about the compensation
of the senior executives of those recipients or subrecipients through periodic reports filed under
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, 15 U.S.C. § 78m(a), § 780(d), or
section 6104 of the Internal Revenue Code of 1986.

Instructions and the FFATA Subaward Reporting System (FSRS) can be found at: www.fsrs.gov.

TC-PgM7. Does the recipient’s oversight program ensure subrecipient compliance with
Federal requirements and performance goals, and provide for evaluation of
subrecipient risk of noncompliance with those requirements?

BASIC REQUIREMENT

Recipients must 1) evaluate each subrecipient's risk of noncompliance with Federal statutes, regulations,
and the terms and conditions of the subaward, and 2) develop a subrecipient monitoring program to
ensure that the subaward is used for authorized purposes in compliance with Federal statutes,
regulations, and the terms and conditions of the subaward, and that subaward performance goals are
achieved.

APPLICABILITY
Recipients with subrecipients

DETAILED EXPLANATION FOR REVIEWER

Many FTA requirements flow through the recipient to subrecipients. The recipient is responsible for
ensuring that these entities are aware of and comply with the requirements. Before expending any FTA
funds on projects, the recipient certifies to FTA that it and others operating on its behalf have met all
statutory and program requirements. The recipient must have sufficient documentation to support the
certifications to FTA.
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The recipient must have an ongoing oversight system to ensure that subrecipients adhere to Federal
requirements. While FTA does not prescribe specific monitoring activities for ensuring compliance, it
does expect the recipient to look behind certifications and assurances, contracts, and agreements. FTA
relies on each recipient to develop and implement effective systems for monitoring and ensuring
compliance with requirements. A recipient’s oversight of its subrecipient should reflect the size and
complexity of its program. FTA expects recipients with a significant number of subrecipients to have
formal oversight mechanisms.

The issue of monitoring compliance with Federal requirements is a continuing, critical theme throughout
the Comprehensive Review. In each review area, the recipient is asked to provide information on the
specific mechanisms in place for monitoring compliance with the Federal requirements in that area. The
examination under Technical Capacity takes an overall look at the systems in place for monitoring
compliance with a range of Federal requirements. Appropriate systems may include:

e Applications

e Monthly, quarterly or annual reports

e Meetings

e Site visits, assessments, and performance evaluations
e Vehicle/facility inspections

Once an issue is discovered, FTA expects the recipient to follow up with the subrecipient to ensure that
corrective action is taken. Efforts, including the follow-up on deficiencies, should be documented. It is
not necessary for the recipient to perform all of its monitoring functions in-house.

FTA provides Rural Transportation Assistance Program (RTAP) funds to assist states in providing
technical assistance to transit operators in rural areas. In addition, state/program administrative
expenses for the Sections 5310 and 5311 programs can be used for technical assistance. Technical
assistance may be provided through orientations, informal conversations, formal correspondence, on-site
performance reviews, conferences, etc. Recipients sometimes provide detailed guidance for specific
activities, such as vehicle procurement or maintenance. Many recipients sponsor annual conferences,
frequently in conjunction with the state transit association, at which training in Federal requirements is
provided.

INDICATORS OF COMPLIANCE
a. What is the recipient’s process for monitoring subrecipients?

b. How does the recipient evaluate subaward and/or subrecipient risk?

c. Has the recipient conducted risk assessments of its subrecipients?

d. How does the recipient evaluate subaward performance?

e. How are the outcomes of risk assessments incorporated into the oversight process?

f.  What actions has the recipient taken to address identified compliance issues or risk with
subrecipients?

INSTRUCTIONS FOR REVIEWER

Review the state/program management plan(s) fo