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1. PURPOSE. This circular is a re-issuance of guidance on the administration of the transit
assistance program for nonurbanized areas under 49 U.S.C. 5311, and guidance for the
preparation of grant applications. This revision incorporates provisions of the Safe,
Accountable, Flexible, Efficient, Transportation Equity Act: A Legacy for Users
(SAFETEA-LU), and includes the most up-to-date available guidance for the program.

2. CANCELLATION. This circular cancels Federal Transit Administration (FTA) Circular
9040.1E, “Nonurbanized Area Formula Program Guidance and Grant Application
Instructions,” dated October 1, 1998.

3. REFERENCES.

a. Federal Transit Laws, Title 49, United States Code, Chapter 53.

b. Safe, Accountable, Flexible, Efficient, Transportation Equity Act: A Legacy for
Users, (SAFETEA-LU) (Pub. L. 109-59, 119 Stat. 1144, August 10, 2005).

c. Federal-aid highway and surface transportation laws, Title 23, United States Code.

d.  Transportation Equity Act for the 21* Century (TEA-21) (Pub. L. 105-178, 112 Stat.
107, June 9, 1998).

e. Intermodal Surface Transportation Efficiency Act of 1991 (ISTEA) (Pub. L. 102-240,
105 Stat. 1914, Dec. 18, 1991).

f.  Federal Public Transportation Act of 1978 (Pub L. 95-599, Nov. 6, 1978).

g. Americans with Disabilities Act of 1990, as amended, 42 U.S.C. 12101 et seq.
h.  Section 504 of the Rehabilitation Act of 1973, as amended, 29 U.S.C. 794.

i.  Title VI of the Civil Rights Act of 1964, as amended, 42 U.S.C. 2000d.

j.  Clean Air Act, as amended, 42 U.S.C. 7401 et seq.
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Section 404 of the Clean Water Act, as amended, 33 U.S.C. 1344.

Policy on Lands, Wildlife, and Waterfowl Refuges, and Historic Sites, 49 U.S.C. 303.
National Historic Preservation Act, 16 U.S.C. 470f.

Lobbying Restrictions, 31 U.S.C. 1352,

State Infrastructure Provisions of National Highway System Designation Act of 1995,
as amended, 23 U.S.C. 101 note.

Congressional Declaration of Policy Respecting Insular Areas, 48 U.S.C. § 1469a.
Program Fraud Civil Remedies Act, 31 U.S.C. 3801 et seq.

Sections 210 and 305 of the Uniform Relocation Assistance and Real Property
Acquisitions Policies Act of 1970, as amended, 42 U.S.C. 4601, et seq.

Age Discrimination Act of 1975, as amended, 42 U.S.C. 6101 et seq.
Title 1X of the Education Amendments of 1972, as amended, 20 U.S.C. 1681 et seq.
National Environmental Policy Act of 1969, as amended, 42 U.S.C. 4321 et seq.

Federal Funding Accountability and Transparency Act of 2006 (Pub. L 109-282, 120
Stat 1186, Sept. 26, 2006).

Davis-Bacon Act, as amended, 40 U.S.C. 3141 et seq.
Drug-Free Workplace Act of 1988, as amended, 41 U.S.C. 701 et seq.
Alaska Native Claims Settlement Act, as amended, 43 U.S.C. 1601 et seq.

Joint Federal Highway Administration/FTA regulations, "Planning Assistance and
Standards,” 23 CFR part 450 and 49 CFR part 613.

Federal Highway Administration regulations, “Classes of Actions,” 23 CFR part
771.115.

Federal Highway Administration regulations, “Categorical Exclusions,” 23 CFR part
771.117.

Judicial Administration regulations, “Nondiscrimination; Equal Employment
Opportunity; Policies and Procedures,” 28 CFR part 42.

U.S. Department of Treasury regulations, “Rules and Procedures for Efficient Federal-
State Funds Transfers,” 31 CFR part 205.
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U.S. Environmental Protection Agency regulations, “Determining Conformity of
Federal Actions to State or Federal Implementation Plans,” 40 CFR part 93.

U.S. DOT regulations, “Uniform Administrative Requirements for Grants and
Cooperative Agreements to State and Local Governments,” 49 CFR part 18.

U.S. DOT regulations, “Uniform Administrative Requirements for Grants and
Agreements with Institutions of Higher Education, Hospitals, and Other Non-Profit
Organizations,” 49 CFR part 19.

U.S. DOT regulations, “New Restrictions on Lobbying,” 49 CFR part 20.

U.S. DOT regulations, “Nondiscrimination in Federally-Assisted Programs of the
Department of Transportation—Effectuation of Title VI of the Civil Rights Act of
1964,” 49 CFR part 21.

U.S. DOT regulations, “Uniform Relocation Assistance and Real Property Acquisition
for Federal and Federally-Assisted Programs,” 49 CFR part 24.

U.S. DOT regulations “Nondiscrimination on the Basis of Sex in Education Programs
or Activities Receiving Federal Financial Assistance,” 49 CFR part 25.

U.S. DOT regulations, “Participation by Disadvantaged Business Enterprises in
Department of Transportation Financial Assistance Programs,” 49 CFR part 26.

U.S. DOT regulations, “Nondiscrimination on the Basis of Disability in Programs or
Activities Receiving Federal Financial Assistance,” 49 CFR part 27.

U.S. DOT regulations, “Governmentwide Debarment and Suspension
(Nonprocurement),” 49 CFR part 29, as amended by 71 FR 62396, Oct. 25 2006.

U.S. DOT regulations, “Governmentwide Requirements for Drug-Free Workplace
(Financial Assistance),” 49 CFR part 32.

U.S. DOT regulations, “Transportation Services for Individuals with Disabilities
(ADA),” 49 CFR part 37.

U.S. DOT regulations, “Americans with Disabilities Act (ADA) Accessibility
Specifications for Transportation Vehicles,” 49 CFR part 38.

U.S. DOT regulations, “Procedures for Transportation Workplace Drug and Alcohol
Testing Programs,” 49 CFR part 40.

FTA regulations, 49 CFR Chapter VI.

Executive Order 12898, “Federal Actions To Address Environmental Justice in
Minority Populations and Low-Income Populations.” (February 11, 1994).
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Executive Order 13330, “Human Service Transportation Coordination.” (February 24,
2004).

Office of Management and Budget Circular A-87, "Cost Principles for State, Local,
and Indian Tribal Governments," dated 5-17-95.

Office of Management and Budget Circular A-133, "Audits of States, Local
Governments, and Non-Profit Organizations,” dated 06-27-2003.

U.S. Department of Transportation (DOT) Order To Address Environmental Justice in
Minority Populations and Low-Income Populations, 62 FR 18377 (April 15, 1997).

U.S. DOT Policy Guidance Concerning Recipients’ Responsibilities to Limited
English Proficient (LEP) Persons, 70 FR 74087 (December 14, 2005).

FTA Circular 4220.1D, "Third Party Contracting Requirements," dated 06-19-03.
FTA Circular 5010.1C, "Grant Management Guidelines,” dated 10-1-98.

FTA Circular 9030.1C, "Urbanized Formula Program Guidance and Application
Instructions,” dated 10-1-98.

FTA Circular 4702.1, Title VI Program Guidelines for FTA Recipients,” dated 10-1-
98.

Notice of Final Agency Guidance on the Eligibility of Joint Development
Improvements Under Federal Transit Law, 72 FR 5788 (February 7, 2007).

Federal Highway Administration Notice N 4540.12, Attachment 1 (March 17, 1992).

U.S. General Services Administration, "Lists of Parties Excluded from Federal
Procurement and Nonprocurement Programs.”

FTA Master Agreement FTA MA(13), dated October 1, 2006.

“Guidelines for Disbursements,” FTA ECHO-Web System Operations Manual.

4. WAIVER. FTA reserves the right to waive any requirements of this circular to the extent
permitted by law.

5. FEDERAL REGISTER NOTICE. In conjunction with publication of this circular, a

Federal Register notice was published on February 28, 2007 (72 FR 9062), addressing
comments received during the development of the circular.

6. AMENDMENTS TO THE CIRCULAR. FTA reserves the right to amend this circular in

the future to update references to requirements contained in other revised or new guidance
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and regulations that undergo notice and comment procedures, without further notice and
comment on this circular.

7. ACCESSIBLE FORMATS. This document is available in accessible formats upon
request. Paper copies of this circular as well as information regarding these accessible
formats may be obtained by calling FTA’s Administrative Services Help Desk, at
202-366-4865.

James S. Simpson
Administrator
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CHAPTERII

INTRODUCTION AND BACKGROUND

1. THE FEDERAL TRANSIT ADMINISTRATION. FTA is one of ten modal administrations

2.

3.

within the Department of Transportation (DOT). Headed by an Administrator who is
appointed by the President of the United States, FTA functions through a Washington, DC,
headquarters office, ten regional offices, and five metropolitan offices that assist transit
agencies in all 50 States, the District of Columbia, Puerto Rico, the U.S. Virgin Islands,
Guam, Northern Mariana Islands, and American Samoa.

Public transportation includes buses, subways, light rail, commuter rail, monorail,
passenger ferry boats, trolleys, inclined railways, people movers, and vans. Public
transportation can be either fixed-route or demand-response service.

The Federal government, through FTA, provides financial assistance to develop new transit
systems and improve, maintain, and operate existing systems. FTA oversees thousands of
grants to hundreds of State and local transit providers, primarily through its ten regional
offices. These grant recipients are responsible for managing their programs in accordance
with Federal requirements, and FTA is responsible for ensuring that grantees follow
Federal mandates along with statutory and administrative requirements.

AUTHORIZING LEGISLATION. The Safe, Accountable, Flexible, Efficient,
Transportation Equity Act: A Legacy for Users (SAFETEA-LU) (Pub. L. 109-059),
signed into law on August 10, 2005, and codified in 49 U.S.C. Chapter 53, provides $286.4
billion in guaranteed funding for Federal surface transportation programs over six years
through FY 2009, including $52.6 billion for Federal transit programs—a 46 percent
increase over transit funding guaranteed in the previous authorization Transportation
Equity Act for the 21% Century (TEA-21).

HOW TO CONTACT FTA. FTA’s Regional and metropolitan offices are responsible for
implementation of grants and the provision of financial assistance to FTA customers, other
than specific programs that are the responsibility of headquarters. Inquiries should be
directed to either the regional or metropolitan office responsible for the geographic area in
which you are located. See Appendix H for specific information.

For further information, visit the FTA website: http://www.fta.dot.gov or contact FTA
Headquarters at the following address and phone number:

Federal Transit Administration

Office of Communications and Congressional Affairs
400 Seventh Street SW

Washington, DC 20590

Phone: 202-366-4043

Fax: 202-366-3472
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4. GRANTS.GOV. FTA posts all competitive grant opportunities on Grants.gov. Grants.gov

5.

is the one website for information on all discretionary Federal grant opportunities. Led by
the U.S. Department of Health and Human Services and in partnership with Federal grant-
makers including 26 agencies, 11 commissions and several States, Grants.gov is one of 24
Federal cross-agency E-government initiatives. It is designed to improve access to
government services via the internet. More information about Grants.gov is available at
http://www.grants.gov.

DEFINITIONS. All definitions in 49 U.S.C. 5302(a) apply to this circular, as well as the

following definitions.

a. Chief Executive Officer of a State means the Governor of any of the 50 States or Puerto
Rico, the Northern Mariana Islands, Guam, American Samoa, and the U.S. Virgin
Islands, the Mayor of the District of Columbia, or his/her designee.

b. Consultation means one party confers with another identified party in accordance with
an established process and, before taking action(s), considers that party’s views and
periodically informs that party about action(s) taken.

c. Federally Recognized Indian Tribal Government means the governing body or a
governmental agency of any Indian tribe, band, nation, or other organized group or
community, (including any native village as defined in Section 3 of the Alaska Native
Claims Settlement Act, (43 U.S.C. 1601 et seq.) certified by the Secretary of the
Interior as eligible for the special programs and service provided through the Bureau of
Indian Affairs.

d. Intercity Bus Service means regularly scheduled bus service for the general public that
operates with limited stops over fixed routes connecting two or more urban areas not in
close proximity, that has the capacity for transporting baggage carried by passengers,
and that makes meaningful connections with scheduled intercity bus service to more
distant points, if such service is available.

e. Local Governmental Authority includes (A) a political subdivision of a State; (B) an
authority of at least one State or political subdivision of a State; (C) an Indian tribe; or
(D) a public corporation, board, or commission established under the laws of a State.

f.  Mobility Management consists of short-range planning and management activities and
projects for improving coordination among public transportation and other
transportation-service providers carried out by a recipient or subrecipient through an
agreement entered into with a person, including a government entity, under 49 U.S.C.
Chapter 53 (other than Section 5309). Mobility management does not include
operating public transportation services.

g. Other than Urbanized (Nonurbanized) Area means any area outside of an urbanized
area. The term “nonurbanized area” includes rural areas and urban areas under 50,000
in population not included in an urbanized area.
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h.

Pre-Award Authority means authority given under specific and limited circumstances
to incur costs for eligible projects before a grant is made without prejudice to possible
Federal participation in the cost of the projects(s). Applicants must comply with all
Federal requirements. Failure to do so will render a project or costs ineligible for FTA
financial assistance.

Program of Projects: A list of projects to be funded in a grant application submitted to
FTA by a State. The program of projects lists the subrecipients and indicates whether
they are private non-profit agencies, public bodies, or private providers of
transportation service, designates the areas served (including Congressional Districts),
and identifies any tribal entities. The program of projects also identifies intercity bus
and RTAP projects. In addition, the program of projects includes a brief description of
the projects, total project cost and Federal share for each project, and the amount of
funds used for program administration from the 15 percent allowed.

Public Transportation means surface transportation by a conveyance that provides
regular and continuing general or special transportation to the public, but does not
include school bus, charter, or intercity bus transportation or intercity passenger rail
transportation provided by AMTRAK.

Recipient means a State or Indian tribe that receives a Federal transit program grant
directly from the Federal Government.

Rural Area means an area with low population and density outside the boundaries of an
urban area. However, the term rural is commonly used to refer to all areas other than
urbanized areas and is so used in this circular.

. Subrecipient means a State or local governmental authority, a non-profit organization,

or operator of public transportation or intercity bus service that receives Federal transit
program grant funds indirectly through a recipient.

Takedown means an amount or percentage subtracted from the total dollar amount
appropriated for a Federal program before other apportionment or allocation of the
funds.

Urban Area means an area that includes a municipality or other built-up place that the
Secretary, after considering local patterns and trends of urban growth, decides is
appropriate for a local public transportation system to serve individuals in a locality.

Urbanized Area means an area encompassing a population of not less than 50,000
people that has been defined and designated in the most recent decennial census as an
“urbanized area” by the Secretary of Commerce. Small urbanized areas as used in the
context of FTA formula grant programs are urbanized areas with a population of at
least 50,000 but less than 200,000.
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6. PROGRAM HISTORY. Before 1978, most Federal transit assistance went to urban areas.
In that year, in response to a DOT proposal, Congress created a new program through
Section 313(a) of the Federal Public Transportation Act of 1978 (Pub L. 95-599). The new
program, which created Section 18 of the Urban Mass Transportation Act (49 U.S.C. App.
1601 et seq.), provided public transportation funds for services in areas with populations of
less than 50,000.

Federal funding for rural transit remained fairly constant through 1991. With the passage
of the Intermodal Surface Transportation Efficiency Act of 1991 (ISTEA) (Pub. L. 102—
240), Federal rural transit spending increased, although not without occasional significant
funding downturns. ISTEA also introduced support for intercity bus service as a
requirement under the rural program and formally authorized the Rural Transportation
Assistance Program (RTAP), which had initially been enacted through appropriations acts,
starting in 1987. In 1994, legislation codified the Federal transit program, changing the
citation for the rural transit program from 49 U.S.C. app. 18, to 49 U.S.C. 5311.

The Transportation Equity Act for the 21% Century (TEA-21)(Pub L. 105-178) increased
funding for all transit, including Section 5311. Furthermore, TEA-21 established
guaranteed funding levels for Section 5311 programs. By 2003, the end of TEA-21’s
authorization period, Federal rural transit funding reached $240 million, an 80 percent
increase from 1998 and a 266 percent increase from 1991. States can transfer additional
funds to rural transit from their flexible funds available for either highway or transit
projects and the formula transit funds for the small urbanized areas (between 50,000 and
200,000 population). These flex fund transfers have significantly increased the funding
available for rural transit.

SAFETEA-LU again greatly increased funding for rural transit, proportionally more than
the increase for other FTA programs. SAFETEA-LU also supplemented Section 5311
funding for growing States under the Section 5340 formula. SAFETEA-LU also
established a new Tribal Transit Program as a takedown from Section 5311, and linked
funding for RTAP to Section 5311 funding levels.



FTA C 9040.1F Page I1-1
4/1/2007

CHAPTER II

PROGRAM OVERVIEW

1. SECTION 5311 STATUTORY AUTHORITY. Title 49 U.S.C. 5311 authorizes the formula
assistance program for public transportation in nonurbanized areas. The Federal Transit
Administration (FTA), on behalf of the Secretary of Transportation, apportions the funds
appropriated annually to the chief executive officer of each State for public transportation
projects in nonurbanized areas. Eighty percent of the statutory formula is based on the
nonurbanized population of the States. Twenty percent of the formula is based on land
area. No State may receive more than 5 percent of the amount apportioned for land area.

In addition, FTA adds amounts apportioned based on nonurbanized population according to
the growing States formula factors of 49 U.S.C. 5340 to the amounts apportioned to the
States under the Section 5311 formula.

Annually, each State prepares and submits to the Secretary a program of projects. A
State’s program of projects must provide for fair and equitable distribution of funds within
the State, including Indian reservations, and provide for maximum feasible coordination
with transportation services assisted by other Federal sources.

A State may provide its Section 5311 program funds to subrecipients that are State or local
governmental authorities, non-profit organizations, operators of public transportation
services, or intercity bus operators.

A State may use Section 5311 program funds for capital projects, operating assistance, and
the acquisition of public transportation services, including service agreements with private
providers of public transportation services. The State may also use up to 15 percent of its
Section 5311 program funds to provide administration, planning and technical assistance to
a subrecipient. There is no limitation on operating assistance. However, the State must use
at least 15 percent of its annual apportionment to support intercity bus service, unless the
Governor certifies, after consultation with affected intercity bus providers, that the intercity
bus needs of the State are being met adequately.

In addition, starting in FY 2006, Section 5311(b)(3) provides funding for the Rural
Transportation Assistance Program (RTAP) as a 2 percent takedown from the amount
authorized and appropriated for Section 5311. From the amounts made available for
RTAP, The Secretary may use up to 15 percent to carry out projects of a national scope
with the remaining balance allocated to the States. States can use RTAP funds for
technical assistance, training, research, and related support activities.

Congress has also set aside a portion of the Section 5311 formula funding each year for a
Tribal Transit Program. Congress did not intend for these funds to replace or reduce funds
that Indian tribes receive from States through the Section 5311 program.

The code assigned to Section 5311 grants in the Catalogue of Federal Domestic Assistance
is 20.509.
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2. PROGRAM GOALS. Congress has found that “significant public transportation
improvements are necessary to achieve national goals for improved air quality, energy
conservation, international competitiveness, and mobility for elderly individuals,
individuals with disabilities and economically disadvantaged individuals in urban and rural
areas of the United States.” 49 U.S.C. 5301(b)(7). Further, the national public
transportation policy goals set forth in 49 U.S.C. 5301 provide that “[i]t is in the interest of
the United States, including its economic interest, to foster the development and
revitalization of public transportation systems that (1) maximize the safe, secure, and
efficient mobility of individuals; (2) minimize environmental impacts; and (3) minimize
transportation-related fuel consumption and reliance on foreign oil.” 49 U.S.C. 5301(a).

To meet these goals, FTA funding is intended to: (1) assist in developing improved public
transportation equipment, facilities, techniques, and methods with the cooperation of both
public transportation companies and private companies engaged in public transportation;
(2) encourage the planning and establishment of area wide public transportation systems
needed for economical and desirable urban development with the cooperation of both
public transportation companies and private companies engaged in public transportation;
(3) assist State and local governments and their authorities in financing area-wide public
transportation systems that are to be operated by public transportation companies or private
companies engaged in public transportation as decided by local needs; (4) provide financial
assistance to State and local governments and their authorities to help carry out national
goals related to mobility for elderly people, people with disabilities, and economically
disadvantaged people; and (5) establish a partnership that allows a community, with
financial assistance from the Government, to satisfy its public transportation requirements.
49 U.S.C. 5301(f).

Specifically, the Section 5311 program intends to: (1) enhance the access of people in
nonurbanized areas to health care, shopping, education, employment, public services, and
recreation; (2) assist in the maintenance, development, improvement, and use of public
transportation systems in nonurbanized areas; (3) encourage and facilitate the most efficient
use of all transportation funds used to provide passenger transportation in nonurbanized
areas through the coordination of programs and services; (4) assist in the development and
support of intercity bus transportation; and (5) provide for the participation of private
transportation providers in nonurbanized transportation.

In addition to these program goals, FTA wants to ensure that all Americans, including
those who live in nonurbanized areas, have access to transit to meet basic mobility needs.
FTA anticipates that the significantly higher funding levels for the nonurbanized formula
program authorized in the Safe, Accountable, Flexible, Efficient, Transportation Equity
Act: A Legacy for Users (SAFETEA-LU) should enable the States to extend transit
service to areas currently not served and improve service levels in areas that currently have
minimal service.

3. STATE ROLE IN PROGRAM ADMINISTRATION. To the extent permitted by law, FTA
gives the States maximum discretion in designing and managing the Section 5311 program
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to meet its rural public transportation needs. Where possible, FTA defers to a State’s
development of program standards, criteria, procedures and policies to provide the State
with the flexibility it needs to standardize its management of FTA assistance and related
State programs.

In addition, under the Uniform Administrative Requirements for Grants and Cooperative
Agreements to State and Local Governments (common grant rule), the U.S. Department of
Transportation (DOT) permits a State to rely on its own laws and procedures instead of
Federal procedures in the areas of financial management systems, equipment, and
procurement. 49 CFR part 18. A State may pass its procedures down to its subrecipients
that are public authorities. Similarly, when a private provider of public transportation
services enters into a third party contract with a State or public subrecipient of a State, as
opposed to a sub-agreement, the State’s procedures will apply to the third party contract.
However, private, non-profit subrecipients must comply with the “Uniform Administrative
Requirements for Grants and Agreements with Institutions of Higher Education, Hospitals,
and Other Non-Profit Organizations.” FTA delegates authority to the State whenever
allowed. 49 CFR part 19.

a. Role of the State Agency. The Governor designates a State agency which will have the
principal authority and responsibility for administering the Section 5311 program.
Specifically, the role of the State agency is to:

(1) document the State’s procedures in a State Management Plan (SMP);
(2) notify eligible local entities of the availability of the program;

(3) plan for future transportation needs, and ensure integration and coordination
among diverse transportation modes and providers;

(4) solicit applications;

(5) develop project selection criteria;

(6) review and select projects for approval,

(7) forward an annual program of projects and grant application to FTA;
(8) certify eligibility of applicants and project activities;

(9) ensure compliance with Federal requirements by all subrecipients;
(10) monitor local project activity;

(11) oversee project audit and closeout; and

(12) file a NTD report each year for each subrecipient.
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b. State Administration of Projects. In addition, the State agency may carry out a project
directly. The State must exercise adequate oversight to ensure that only eligible
activities receive Federal assistance and that subrecipients meet Federal requirements.
In administering the project, the State must:

(1) provide for appropriate technical assistance for nonurbanized areas;

(2) ensure that there is a fair and equitable distribution of program funds within the
State, including funds to Indian tribes;

(3) ensure a process whereby private transit operators are provided an opportunity to
participate, including private providers of public transportation services through
service agreements with operators of public transportation services or as
subrecipients;

(4) expend funds for the support of intercity bus transportation to the extent required
by law; and

(5) provide for maximum feasible coordination of public transportation services
assisted by FTA with transportation services assisted by other Federal programs.
Additional information on coordination of public transportation services can be
found in Chapter V.

The State must include its Section 5311 apportionment, along with all other Federal
highway and transit funds, in a Statewide Transportation Improvement Program (STIP)
approved by FTA and the Federal Highway Administration (FHWA). FTA subsequently
obligates Section 5311 funds and any flexible funds transferred to Section 5311 based on
the programs of projects included in the State’s Section 5311 grant applications. Before the
State may expend Federal funds on behalf of a subrecipient, the State must enter into an
agreement with the subrecipient, and the subrecipient must have met all statutory and
program requirements. The State certifies to FTA annually that the State and subrecipients
have met, or will meet, all Federal requirements.

4. FTA ROLE IN PROGRAM ADMINISTRATION.

a. FTA headquarters serves a broad, program level role in the administration of the
program. FTA headquarters:

(1) provides overall policy and program guidance for the Section 5311 program;
(2) apportions funds annually to the States;

(3) develops and implements financial management procedures;

(4) initiates and manages program support activities; and

(5) conducts national program reviews and evaluations.
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b.

FTA regional offices have the day-to-day responsibility for administration of the
program. The regional office:

(1) reviews and approves State grant applications;

(2) obligates funds; manages grants; oversees the State’s implementation of the annual
program, including revisions to the program of projects;

(3) receives State certifications;
(4) reviews and approves SMPs;
(5) provides technical assistance, advice and guidance to the States as needed; and

(6) performs State management reviews every three years, or as circumstances
warrant.

FTA uses contractor support to conduct State management reviews. The reviews examine

the

State’s management procedures, based on the approved SMP. In each area reviewed, a

finding is made of compliance or deficiency with corrective action to be taken within a
scheduled timeframe. FTA places emphasis on providing the information needed to help

the

State come into compliance with Federal requirements in all areas. FTA periodically

conducts State management review seminars to assist the States in understanding the
requirements. If a particular problem area is observed, a more detailed oversight review
may be scheduled in the areas of procurement, financial management, drug and alcohol
testing, Americans with Disabilities Act of 1990 (ADA) or any other civil rights laws.

5. RELATIONSHIP TO OTHER FTA PROGRAMS.

a.

Statewide Transportation Planning. Annually, FTA apportions statewide planning
program funds to the States for use in the development of their statewide transportation
plans and STIPs for all areas of the State.

States may suballocate some of their statewide planning funds to metropolitan planning
organizations (MPOs) in urbanized areas. States may also use their statewide planning
funds for public transportation, research, development, and technology uses.

FTA also annually apportions metropolitan planning program funds to the State. States
allocate these funds to their MPOs. MPOs may use the metropolitan planning program
funds for planning in urbanized areas.

In addition to its planning program funds, a State may use up to 15 percent of its
Section 5311 apportionment for planning and technical assistance.

RTAP funds are also available to the States for technical assistance, training, research,
and support services. RTAP funds are not primarily a planning resource. However, a
State may use RTAP funds for special projects that support its planning program for
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rural areas. Similarly, a State may use its statewide planning funds to support or
supplement the technical assistance program it provides through RTAP.

FTA encourages States to develop a coordinated program of planning, research,
training, and technical assistance for nonurbanized areas taking into consideration all
the resources discussed in this section. All planning activities should be included in the
States’ Unified Planning Work Program (UPWP), regardless of funding source.

FTA also encourages States to consider intercity bus needs in its statewide planning
activities.

b. Urbanized Area Formula Assistance Program (Section 5307). Title 49 U.S.C. 5307
provides funding for capital assistance, planning, and operating assistance for public
transportation in small urbanized areas with populations less than 200,000. FTA
apportions these funds to the Governor or the Governor’s designee(s) for use in small
urbanized areas. Section 3009 of SAFETEA-LU deems the Virgin Islands a small
urbanized area for the purposes of Section 5307. Hence, FTA apportions Section 5307
funds to the Virgin Islands in lieu of Section 5311 funds.

Section 5307 also provides funding for capital and planning assistance for public
transportation in large urbanized areas with populations over 200,000. FTA makes
these funds available to the designated recipient(s) in large urbanized areas for capital
and planning assistance.

A number of urbanized area recipients of Section 5307 funds also receive Section 5311
funds to carry out projects in outlying nonurbanized areas. The Governor has the
authority to transfer Section 5307 funds apportioned to the State for small urbanized
areas to supplement the State’s Section 5311 apportionment. The Governor may also
transfer Section 5311 funds to supplement the State’s apportionment of Section 5307
funds for small urbanized areas. These transfer provisions give Governors greater
flexibility to allocate formula transit funds in both urbanized and nonurbanized areas to
enable States to fully utilize available funds.

FTA has provided guidance for Section 5307 in the most recent version of FTA
Circular 9030.

c. Clean Fuels Grant Program (Section 5308). This program assists in financing the
acquisition of clean fuel buses and related facilities for agencies providing public
transportation and operating in an urbanized area designated as a non-attainment or
maintenance area for ozone or carbon monoxide. Eligible recipients are the designated
recipients for Section 5307 in large urbanized areas, and the State on behalf of small
urbanized areas. Nonurbanized areas are not eligible recipients under this program.

Eligible projects include the following: the purchase or lease of clean fuel buses, the
construction or lease of clean fuel electrical recharging facilities, and improvement of
existing facilities to accommodate clean fuel buses. In addition, clean fuel, bio-diesel,
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hybrid electric, or zero emissions technology buses that exhibit equivalent or superior
emissions reductions due to existing clean fuel or hybrid electric technologies may be
eligible at the Secretary’s discretion. Not more than 25 percent of the authorized
amount for this program may be used for clean diesel projects. FTA is implementing
this program through a rulemaking codified at 49 CFR part 624.

d. Capital Investments (Section 5309). The Section 5309 Capital Investment Program has
three parts: (1) fixed guideway modernization in areas with populations over 200,000
with fixed guideway segments at least seven years old; (2) construction and extension
of new fixed guideway systems; and, (3) purchase of bus and bus related equipment and
facilities in both urbanized and nonurbanized areas. States and local governmental
authorities are eligible applicants for Section 5309 funds. States may apply for Section
5309 bus grants on behalf of private non-profit agencies, private providers of public
transportation services, and public subrecipients.

Many States look to the bus capital program to supplement vehicles acquired under
Section 5310 and Section 5311 or to construct facilities. While distribution of capital
program funds is often determined according to congressional direction, FTA
encourages States to apply on behalf of nonurbanized areas.

Before approval of Section 5309 grants, FTA sends the grant to the Department of
Labor (DOL) for clarification. FTA cannot release grant funds until DOL, on behalf of
the Secretary of Labor, concludes that the interests of employees affected by the
assistance are protected by fair and equitable arrangements.

Guidance for Section 5309 is found in the most recent version of FTA circular 9300.

e. The Elderly Individuals and Individuals with Disabilities Program (Section 5310).
Section 5310 authorizes FTA to make grants to States and local governmental
authorities for public transportation capital projects planned, designed and carried out
to meet the special needs of elderly individuals and individuals with disabilities. A
State may allocate funds to:

(1) a private non-profit organization, if public transportation service provided by State
and local government authorities is unavailable, insufficient or inappropriate; or

(2) agovernmental authority:

(@) thatis approved by the State to coordinate services for elderly individuals and
individuals with disabilities; or

(b) certifies that there are not any non-profit organizations readily available in the
area to provide the special services.

Many Section 5310 subrecipient organizations serve clients in other than urbanized
areas. In some cases, Section 5311 subrecipients are private non-profit organizations.
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In some cases, a single agency receives funding under both Section 5311 and Section
5310. In other cases, subrecipients of Section 5311 funds participate in coordinated
service arrangements that include Section 5310 funded organizations.

While the overall objectives of Section 5311 and Section 5310 differ (the former is to
provide transportation to the general public in nonurbanized areas and the latter is to
serve elderly individuals and individuals with disabilities in both rural and urbanized
areas), there are parallels between the two programs. These parallels make it desirable
for States to consider both resources, and to plan for their use in a complementary way.
For instance, with a few exceptions, the same State agency administers both programs.
FTA encourages participation in such coordinated efforts so long as the coordinated
services continue to meet the purposes of their respective programs.

A Section 5310 subrecipient may purchase service with Section 5310 funds from both
public transit agencies and private providers. The State may use its 10 percent of
Section 5310 apportionment to administer the program, plan, and provide technical
assistance. In addition, a State may transfer Section 5310 funds to its Section 5311
program for rural projects selected under Section 5310.

Beginning in fiscal year 2007, the State must certify that: (1) the projects selected were
derived from a locally developed, coordinated public transit-human services
transportation plan; (2) the plan was developed through a process that included
representatives of public, private, and non-profit transportation and human service
providers, and participation by the public, and (3) that allocations to subrecipients, if
any, are distributed on a fair and equitable basis.

f. Tribal Transit Program. SAFETEA-LU created a new Tribal Transit Program, and
funds it as a takedown under the Section 5311 program. Under the Tribal Transit
Program, Federally-recognized Indian tribes are eligible direct recipients. Based upon
an annual national competitive selection process conducted by FTA, FTA awards
Tribal Transit grants directly to eligible Indian tribes.

Recipients of Tribal Transit Program funds may use these funds for any purpose that is
eligible under Section 5311. Eligible purposes under Section 5311 include planning,
capital and operating assistance for rural public transit services, and support for rural
intercity bus service.

A State must continue to include Indian tribes in its equitable distribution of the Section
5311 funds apportioned to it. FTA also encourages States to use the 15 percent allowed
for program administration and State RTAP funds to assist tribes with planning and
technical assistance.

Only Federally-recognized tribes are eligible recipients under the Tribal Transit
Program. However, tribes which are not Federally recognized remain eligible to apply
to the State as a subrecipient for funding under the State’s apportionment.
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Federally-recognized tribes may elect to receive funds allocated from the State
apportionment either as a subrecipient of the State or as a direct recipient of FTA.

In developing the program of projects for Section 5311, FTA encourages States to take
into consideration any funding provided to Indian tribes under FTA’s Tribal Transit
Program and transit capital projects that Indian tribes may have developed with Indian
Reservation Roads funds, because transit projects are also eligible activities under the
FHWA'’s Indian Reservation Roads Program (IRR).

Job Access and Reverse Commute (JARC)(Section 5316). SAFETEA-LU revamped
JARC from a discretionary program at the National level to a formula program. Under
SAFETEA-LU, FTA apportions JARC funds directly to large urbanized areas and to
the States for small urbanized and nonurbanized areas.

The JARC program supports public transportation projects that develop and maintain
transportation services for welfare recipients and eligible low-income people to and
from jobs and activities related to their employment. Public transportation projects that
transport residents of urbanized areas and other than urbanized areas to suburban
employment opportunities (reverse commute) are also eligible for JARC funding.

Of the total amount of JARC funds authorized, FTA apportions 20 percent to States for
projects in other than urbanized areas and 20 percent to States for projects in urbanized
areas with a population of less than 200,000. The FTA share is 80 percent of capital
costs and 50 percent of operating costs. Recipients may use contract income and funds
from other Federal agencies for the local match. A recipient may use up to 10 percent
of its JARC apportionment to administer the program, plan, and provide technical
assistance.

A State may transfer its JARC funds to its Section 5311 program for eligible JARC
projects. However, a State may only transfer its JARC funds after it consults with
responsible local officials and public transportation operators in each area for which the
State originally awarded JARC funds in the State’s competitive selection process.

The State must conduct a statewide solicitation for JARC project applications and
certify that: (1) projects selected were derived from a locally developed, coordinated
public transit-human services transportation plan; (2) the plan was developed through a
process that included representatives of public, private, and non-profit transportation
and human service providers, and participation by the public, and (3) that allocations to
subrecipients, if any, are distributed on a fair and equitable basis.

New Freedom Program (Section 5317). SAFETEA-LU added the New Freedom
Program. This program provides new public transportation services and public
transportation alternatives beyond those required by the ADA to assist individuals with
disabilities with transportation, including transportation to and from jobs and
employment support services.
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Of the total amount of New Freedom funds authorized, FTA apportions 20 percent of
the New Freedom funds to States for projects in other than urbanized areas, and 20
percent to States for projects in urbanized areas with a population of less than 200,000.
A State may use up to 10 percent of its New Freedom apportionment to administer the
program, plan, and provide technical assistance.

A State may transfer New Freedom funds to its Section 5311 program for eligible New
Freedom projects. Before transferring its New Freedom funds, the State must consult
with responsible local officials and public transportation operators in each area that the
State originally awarded in the State’s competitive selection process for New Freedom
funding.

A recipient of New Freedom funds must conduct a statewide solicitation for grant
applications. Beginning in fiscal year 2007, a recipient must certify that: (1) the
projects selected were derived from a locally developed, coordinated public transit-
human services transportation plan; (2) the plan was developed through a process that
included representatives of public, private, and non-profit transportation and human
service providers, and participation by the public; and (3) that allocations to
subrecipients, if any, are distributed on a fair and equitable basis.

I. Alternative Transportation in the Parks and Public Lands. The purpose of this FTA
program (49 U.S.C. 5320) is to enhance the protection of national parks and Federal
lands, and increase the enjoyment of those visiting them. The program funds capital
and planning expenses for alternative transportation systems in parks and public lands.
Federal land management agencies and State, tribal, and local governments with
jurisdiction over land in the vicinity of an eligible area acting with the consent of a
Federal land management agency, alone or in partnership with a Federal land
management agency or other governmental or non-governmental participant, are
eligible to apply. FTA implements the program in consultation with the Department of
the Interior and other Federal land management agencies. The Secretary of
Transportation has developed cooperative arrangements with the Secretary of the
Interior that provide: (1) technical assistance; (2) interagency and multidisciplinary
teams to develop alternative transportation policy, procedures, and coordination; and,
(3) procedures and criteria relating to the planning, selection, and funding of qualified
projects and the implementation and oversight of selected projects. The Secretary of
the Interior, after consultation with and in cooperation with the Secretary of
Transportation, determines the final selection and funding levels of an annual program
of qualified projects. Section 5311 subrecipients in gateway communities may be
selected for funding under this program.

J.  FHWA Flexible Funds. The Surface Transportation Program (STP) fund, among others,
are a source of flexible funding for both highway and transit projects. At the State’s
discretion, funds allocated under the STP for highways and transit in rural areas may be
used for any capital transit project eligible for assistance under 49 U.S.C. Chapter 53,
and for vehicles and facilities, whether publicly or privately owned, that are used to
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provide intercity passenger service by bus. Certain other program funds, for example,
Congestion Mitigation and Air Quality (CMAQ) Improvement Program, may also be
used for either highway or transit projects. These flexible funding sources may be used
to supplement the nonurbanized formula program. When the State decides to use
flexible funds for rural public transit, the funds are transferred and managed within the
Section 5311 program.

k. State Infrastructure Banks (SIB). SAFETEA-LU established a new State Infrastructure
Bank (SIB) program under which all States, Puerto Rico, the District of Columbia,
American Samoa, Guam, the Virgin Islands, and the Commonwealth of the Northern
Mariana Islands are authorized to enter into cooperative agreements with the Secretary
of Transportation to establish financial entities that provide various types of
transportation infrastructure credit assistance for fiscal years 2005-20009.

This program is a continuation and expansion of similar programs created by the
National Highway System Act of 1995 (Pub. L. 104-59) and the Transportation Equity
Act for the 21° Century (TEA-21). It gives States the capacity to increase the
efficiency of their transportation investment and significantly leverage Federal
resources by attracting non-Federal public and private investment. The program
provides greater flexibility to the States by allowing other types of project assistance in
addition to grant assistance. States may use Section 5311 funds to capitalize a SIB as
specified at 23 U.S.C. 610(d)(2).

6. COORDINATION WITH OTHER FEDERAL PROGRAMS.

a. The Coordinating Council on Access and Mobility. The Interagency Transportation
Coordinating Council on Access and Mobility (CCAM), comprised of 11 Federal
departments and agencies, was established by Executive Order 13330, “Human Service
Transportation Coordination,” signed by President George W. Bush on February 24,
2004. The members consist of the Secretaries of the U.S. Departments of
Transportation, Health and Human Services, Labor, Education, Agriculture, Housing
and Urban Affairs, Interior, the Commissioner of Social Security, Veterans Affairs, the
Attorney General, and the National Council on Disabilities. CCAM coordinates 64
Federal programs providing transportation funding for older Americans, people with
disabilities and low-income populations who do not have access to or cannot use
automobile transportation options.

The Executive Order requires that CCAM members work together to provide the most
appropriate, cost effective services within existing resources, and reduce duplication to
make funds available for more services. CCAM is tasked with seeking ways to
simplify access to transportation services for people with disabilities, people with low
incomes, and older adults.

To implement the Executive Order, CCAM launched an initiative called United We
Ride to break down the barriers between programs and set the stage for local
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partnerships that generate common sense solutions and deliver A-plus performance for
everyone who needs transportation. United We Ride has been working with States and
communities to address gaps and needs related to human service transportation in their
geographic regions. This includes assistance with the development of action plans or
with taking steps to implement an existing action plan.

Coordination Councils at the State and local levels include participation from funding
agencies, public and private transportation providers, human service providers, and
consumers, including people with disabilities. These councils are actively working on
identifying needs, resources, and gaps for people with disabilities and others who
require assistance with transportation services.

b. Interagency Coordination. FTA encourages State DOT participation in interagency
efforts, such as coordinated statewide planning of public and human services
transportation. Since States are responsible for the selection of nonurbanized Section
5310, 5316, and 5317 projects as derived from locally developed, coordinated public
transit-human services transportation plans, the creation or use of statewide interagency
councils or other bodies may be a successful strategy for reviewing plans and making
project selections under these programs.

FTA also encourages States’ DOT facilitation or involvement in State rural
development councils or other interagency coordinating bodies to ensure that public
transportation is addressed appropriately in the context of other State issues.

c. Meal Delivery for Homebound Individuals. Public transportation service providers
receiving Section 5311(c) or Section 5310 funds may coordinate and assist in regularly
providing meal delivery service for homebound individuals, if the delivery service does
not conflict with providing public transportation service or reduce service to public
transportation passengers.
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CHAPTER 11

GENERAL PROGRAM INFORMATION

1. APPORTIONMENTS.

a. Designated State Agency. The chief executive officer of each State or an official
designee must designate an agency with the requisite legal, financial, and staffing
capabilities to receive and administer Federal funds under the Section 5311 program.
Existing designations remain in effect until changed by official notice of redesignation
to the Federal Transit Administration (FTA) Regional Administrator. The designated
State agency is the recipient for all Section 5311 funds within the State that the
designated State agency applies for on its own behalf or on behalf of subrecipients.
The State agency may be the recipient on behalf of Indian tribes that are subrecipients,
but Federally-recognized tribes may also elect to apply to FTA as a direct recipient.

b. Apportionment of Section 5311 Funds. The Safe, Accountable, Flexible, Efficient,
Transportation Equity Act: A Legacy for Users (SAFETEA-LU) makes available from
the Mass Transit Account of the Highway Trust Fund to carry out the Section 5311
Nonurbanized Area Formula Program: $388,000,000 for fiscal year 2006;
$404,000,000 for fiscal year 2007; $438,000,000 for fiscal year 2008; and
$465,000,000 for fiscal year 2009. These funds are subject to annual appropriations.

In addition, growing States’ portion of the Section 5340 formula for growing States and
high density States makes additional funding available for nonurbanized areas. The
amount available is determined by projected population data that change annually, but
adds approximately $60 million annually to the amount authorized under Section 5311.

FTA apportions Section 5311 funds to the States by a statutory formula using the latest
available U.S. decennial census data. FTA allocates 80 percent by the ratio of the
nonurbanized population of each State to the nonurbanized population of all of the
States. FTA allocates 20 percent of the available funds by the ratio of nonurbanized
land area of each State to the nonurbanized land area of all of the States. No State may
receive more than 5 percent of the amount apportioned based on land area. In addition
to the funds made available to States under Section 5311, FTA apportions
approximately 16 percent of the funds authorized for Section 5340 growing States and
High Density States formula factors to States for use in nonurbanized areas. FTA
merges the Section 5340 funds together with the funds apportioned by the Section 5311
formula into a single Section 5311 apportionment to the State.

FTA subtracts funding for the Tribal Transit Program, 0.5 percent for oversight
activities, and 2 percent for Rural Transportation Assistance Program (RTAP) from the
total available amounts before FTA apportions the available amounts to the States.
Approximately ten days after the annual Department of Transportation (DOT)
Appropriation Act is signed, FTA publishes the Section 5311 program apportionments
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and RTAP allocations in the Federal Register.

c. Funds Availability. Section 5311 funds remain available to the States for obligation for
three Federal fiscal years, beginning with the year of apportionment plus two additional
years. For example, funds apportioned to a State in FY 2007 lapse at the end of FY
2009 (September 30, 2009). The funds do not lapse if FTA obligates them within the
period of availability in a Section 5311 grant to the State, or in a Section 5307 grant, if
the State has transferred the funds to an urbanized area with a population under
200,000. Any funds remaining unobligated at the end of the period of availability are
added to the next year’s program apportionment and are reapportioned among all
States.

Funds that a State deobligates from an approved program of projects remain available
to the State for reobligation during the period that the funds were originally available to
the State. Funds deobligated after the period of availability lapse to the State and return
to FTA. FTA then reapportions these funds among all the States.

If a State carries funds over from one fiscal year to the next, it should obligate the
oldest funds first. If a grant contains funds from more than one fiscal year, FTA will
generally disburse the oldest funds first. However, if a grant included funds restricted
to non-operating projects (for example, transfer of flex funds) restricted funds would be
disbursed for a capital drawdown, even if older non-restricted funds remained available
in the grant.

States can make revisions without changing the scope of the program of projects and
can also makes revisions that do change the scope but only if there are sufficient
undisbursed funds remaining that are within their period of availability. Chapter IV
provides more information on procedures for revising an approved program of projects.

d. Transfer of Apportionments Under Different Programs. Funds may be transferred to
and from certain other programs to balance State transit and highway needs or to
streamline grant administration. The transfer of funds from other programs to Section
5311 does not increase the amount of funds required to be expended for intercity bus.

(1) Notification of Transfer. The State initiates the transfer of FTA funds by notifying
FTA’s Regional Administrator of its intent to transfer funds. Notice of transfers of
Section 5307, 5310, 5316, and 5317 funds to the State’s Section 5311
apportionment should include the following: (1) the amount of funds to be
transferred; fiscal year in which they were apportioned; program section(s); and (2)
the contact information if questions arise that the State must address before FTA
can process the transfer. Notice of transfers of Section 5310, 5316, and 5317 funds
must also include the specific competitively selected rural projects to which the
State will apply the transferred funds.

To transfers flexible funds, the State must notify both the Federal Highway
Administration (FHWA) and FTA. The State must request FHWA to transfer
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(2)

(3)

the funds, and the State must notify FTA’s Regional Administrator when the
Stateexpects FTA to obligate the transferred funds. Appendix D provides more
information on procedures for initiating flexible fund transfers.

Transfer of Section 5307 Funds to Section 5311. The Governor may transfer any
amount of the State’s apportionment for urbanized areas under 200,000 population
to any urbanized area in the State, or to supplement the State’s Section 5311
program. The Governor may make such transfers only after consultation with
responsible local-elected officials and publicly owned operators of public
transportation services in each area to which the funding was originally
apportioned. The Governor may transfer funds without consultation within the last
90 days in which the funds are available for obligation.

If Section 5307 funds are transferred to supplement a State’s Section 5311
apportionment, the funds are treated as additional Section 5311 funding and all the
requirements of Section 5311 apply. Two conditions, however, follow the Section
5307 funds when they are transferred to Section 5311.

(a) The period of availability of the transferred funds remains that of the
Section 5307 apportionment, which is one year longer than the same year’s
Section 5311 apportionment.

(b) A State may use any funds transferred from its Section 5307 program for
planning activities, at the Federal share for capital projects. The transfer of
Section 5307 funds to Section 5311 does not increase the amount of Section
5311 funds that the State may use for administration, planning, and technical
assistance with no local share. The State may use up to 15 percent of its
original Section 5311 apportionment for administration, planning, and
technical assistance.

Transfer of Section 5310/5316/5317 Funds to Section 5311. Section 5310 (Elderly
Individuals and Individuals with Disabilities), 5316 (Job Access and Reverse
Commute (JARC)) and 5317 (New Freedom) program funds may be transferred to
the Section 5311 program. The purpose of the transfer provision, however, is not
to supplement the resources available under the State’s Section 5311
apportionment. One purpose is to allow the State to apply in one grant for projects
selected under those programs that will be implemented by Section 5311
subrecipients. Transfer to Section 5311 is permitted, but not required. FTA will
also award stand-alone Section 5310, 5316 and 5317 grants to the State. Stand-
alone grants facilitate the State’s ability to recover and reprogram Section 5310,
5316, or 5317 program funds within the period of availability if they are not
expended for the projects the State originally selected. If the State does choose to
consolidate the funds in the Section 5311 program, FTA has established new scope
codes: (641) for Section 5310 projects, (646) for Section 5316 projects, and (647)
for Section 5317 projects included within a Section 5311 or 5307 grant. The State
must track, manage, and report on each program’s funds separately within the
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consolidated grant. Another purpose for transferring the other program funds to
Section 5311 is to allow Federally-recognized Indian tribes, which are eligible
direct recipients under the Section 5311 program but not under the other programs,
to apply directly to FTA for funds allocated to them under the State’s competitive
selection process for those programs.

Transfer of Section 5311 Funds to 5307. The Governor may also transfer Section
5311 funds to supplement Section 5307 funds that FTA apportioned to the State for
urbanized areas with populations under 200,000. While there is no statutory
requirement for local consultation, FTA expects that a State would make these
transfers in consultation with the State agency that administers Section 5311.
States may not use transferred Section 5311 funds for urbanized areas with
populations over 200,000.

Transferred funds are subject to any limitations applicable to the original
apportionment of the funds, not of the receiving program. For example, transfer of
part of a State’s Section 5311 apportionment to its Section 5307 program does not
reduce the amount of the Section 5311 apportionment subject to the intercity bus
requirement. Transfer of part of a State’s Section 5311 apportionment to its
Section 5307 program does not reduce the amount of Section 5311 funds the State
may use to administer its Section 5311 program. The State may not use the sliding
scale match for transferred Section 5311 funds obligated in a Section 5307 grant.
The period of availability of the transferred funds is that of the Section 5311
apportionment (three years).

Transfer of FHWA Flexible Funds. A State may transfer Surface Transportation
Program (STP) funds, Congestion Mitigation and Air Quality (CMAQ) funds, and
certain other flexible funds, from FHWA to FTA to use for transit projects. States,
in cooperation with affected local officials, select projects in rural areas and urban
areas with populations less than 50,000 (excluding projects on the National
Highway System [NHS] and projects funded with Bridge and Interstate
Maintenance funds).

With limited exceptions, FTA treats STP, CMAQ, or other flexible funds
transferred to Section 5311 under the program requirements applicable to Section
5311. Capital and project administration are eligible with an 80 percent Federal
share or applicable sliding scale share for eligible States. States may use up to, but
no more than, 15 percent of the transferred funds for State administration,
including planning and technical assistance. No local share is required for State
administration. Flex transfers to Section 5311 do not increase the amount the State
must spend for intercity bus service under Section 5311(f). The period of
availability of flexible funds transferred to Section 5311 is three years. States
should not transfer flexible funds that it uses for a rural transit planning project to
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Section 5311, because they become subject to the 15 percent cap on State
administration, planning, and technical assistance.

Consolidation of Grants to Insular Areas. FTA grants to insular areas may be

consolidated under the provisions of 48 U.S.C. 1469a. This provision permits Federal
agencies to streamline and consolidate certain grant-in-aid programs available to the
Virgin Islands, Guam, American Samoa, and the Northern Mariana Islands. These
insular areas receive Section 5311 apportionments and RTAP allocations annually as
well as Section 5310, 5316, and 5317 funds, and in some cases, Section 5307 funds.
[Note: Section 3009 of SAFETEA-LU treats the Virgin Islands as an urbanized area for
the purpose of 5307. FTA does not apportion Section 5311 or RTAP funds to the
Virgin Islands.] Specifically, 48 U.S.C. 1469a permits:

1)

@)

Federal agencies to consolidate any or all grants to each of the insular areas and to
waive requirements for matching funds, applications, and reports with respect to
the consolidated grants; and

Each insular area to use the consolidated grant funds for any purpose or program
authorized for any of the consolidated grants.

FTA implements this consolidation of Section 5310, 5311, 5316, and 5317 funding
into a single grant by transferring funds from one Section to another, similar to the
transfer of funds between Section 5311 and Section 5307 for small urbanized areas
described above. The insular areas may transfer all or a portion of the funds
apportioned for Section 5310, 5316, or 5317 to Section 5311 for use under any of
these Sections. This should improve the efficiency of grant making and grant
management for these areas which have limited staff resources and receive small
amounts of funds under each of these programs. Those insular areas interested in
submitting applications for consolidated grants should notify the appropriate FTA
regional office for application procedures and consolidation requirements. Among
other things, the area should identify the intended use of consolidated funds and
should document that the transportation of elderly people and people with
disabilities will not be adversely affected.

In addition, 48 U.S.C. 1469a(d) allows a Federal agency to waive any local
matching share requirements for grants to insular areas. FTA has no authority
under 48 U.S.C. 1469a to waive any cross-cutting requirements, such as Buy
America or drug and alcohol testing.

2. ELIGIBILITY.

a. Eligible Recipients. Eligible recipients include a State or Indian tribe that receives an
FTA grant directly from the Federal Government. Eligible subrecipients include a
State or local governmental authority, a non-profit organization, or an operator of
public transportation or intercity bus service that receives FTA grant funds indirectly
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through a recipient. The definition of local governmental authority includes the
following: (A) a political subdivision of a State; (B) an authority of at least one State
or political subdivision of a State; (C) an Indian tribe, both Federally-recognized and
other Indian tribes; and (D) a public corporation, board, or commission established
under the laws of a State. Eligible non-profit organizations may also serve tribal
transportation needs. Private for-profit operators of transit services or intercity bus
services may participate in the program as third party contractors for direct recipients or
subrecipients, or as subrecipients. State agencies may further limit subrecipient
eligibility requirements in order to comply with State laws or to further program goals.

b. Tribes as Direct Recipients. Under 49 U.S.C. 5311, a Federally-recognized Indian tribe
is an eligible direct recipient. Once the State has notified a Federally-recognized Indian
tribe of the selection of its project(s) under the State administered Section 5311
Program and the amount of funds that it will allocate to the tribe from its Section 5311
apportionment, the Indian tribe will then need to decide whether to receive funds as a
subrecipient of the State or apply directly to FTA for Section 5311 funds. If the tribe
notifies the State of its intent to become a direct recipient, the State will notify FTA by
letter of the project(s) and amount of funds that it allocated to the Indian tribe.

As a direct recipient of Section 5311 funds not derived from the Section 5311(c) Tribal
Transit Program, the Indian tribe must comply with all management requirements of the
Section 5311 program, and with all terms and conditions of FTA’s standard grant
agreements. The special terms and conditions that FTA developed for tribes receiving
funding under the Tribal Transit Program are applicable only to that program.

c. Eligible Service and Service Areas. States can use Section 5311 funds for public
transportation projects and intercity bus transportation projects in nonurbanized areas.
Public transportation is surface “transportation by a conveyance that provides regular
and continuing general or special transportation to the public, but does not include
school bus, charter, or intercity bus or rail transportation.” 49 U.S.C. 5302(a)(10).
Chapter X provides more information on charter and school bus service.

A State must spend at least 15 percent of its Section 5311 apportionment to develop and
support intercity bus transportation. Chapter VIII provides more guidance on funding
for intercity bus transportation.

The purpose of Section 5311 assistance is the provision of public transportation
services and maximum feasible coordination with other rural transportation services.
FTA policy and the Federal Interagency Coordinating Council on Access and Mobility
(CCAM) policy on vehicle resource sharing allow vehicles to be used for purposes
other than that specified in the original award on an incidental basis.

A rural transit provider may use a Section 5311 vehicle for non-passenger
transportation on an occasional or regular basis, such as package delivery, if this
incidental use does not result in a reduction of service quality or availability of public
transportation service. The incidental use policy does not preclude the recipient’s use
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of Section 5311 assistance to support the transportation of passengers by a private
provider that is not primarily engaged in passenger transportation. For example, a
recipient may use Section 5311 funds to support a contract mail carrier that incidentally
provides intercity passenger transportation, if the carrier has appropriate regulatory
authority to carry passengers.

A rural transit provider may design its Section 5311 funded services to maximize use
by members of the general public who are transportation-disadvantaged.
Transportation disadvantaged people include elderly people and people with
disabilities. Coordinated human service transportation that primarily serves elderly
people and people with disabilities, but that is not restricted from carrying other
members of the public, is open to the general public if it is advertised as public
transportation service.

Transit service providers receiving assistance under Section 5310 or Section 5311 may
coordinate and assist in providing meal delivery service for homebound people on a
regular basis, if the meal delivery services do not conflict with the provision of transit
services or result in a reduction of service to transit passengers. FTA expects that the
nutrition program will pay the operating costs attributable to meal delivery. Section
5311 capital assistance may not be used to purchase special vehicles used solely for
meal delivery or to purchase specialized equipment such as racks or heating or
refrigeration units related to meal delivery.

The purpose of the Section 5311 program is to support public transportation for people
living in any area outside of an urbanized area designated by the Bureau of the Census.
An urbanized area consists of a core area and the surrounding densely populated area
with a total population of 50,000 or more, with boundaries fixed by the Bureau of the
Census. Areas not currently within the urbanized area are eligible for Section 5311
funding even if they are included within the metropolitan area planning boundary,
which includes the surrounding area expected to be urbanized within 20 years and/or
the air quality non-attainment boundary.

Since the goal of Section 5311 is to enhance the overall mobility of people living in
nonurbanized areas, Section 5311 projects may include transportation to and from
urbanized areas. The service area may include destinations across a State line.
Operators of interstate service are required to comply with the Federal Motor Carrier
Safety Administration (FMCSA) regulations.

d. Joint Urbanized and Nonurbanized Projects. In some localities, a subrecipient receives
both Section 5307 and 5311 funding to provide public transportation to urbanized and
surrounding nonurbanized areas. These subrecipients should use Section 5311 funds
only to assist the nonurbanized portion of those localities.

Because of the wide range of circumstances under which an operator may provide
services in both urbanized and nonurbanized areas, FTA expects the subrecipient to
develop a reasonable basis related to the service provided, for allocating operating costs
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between the two FTA funding sources. The subrecipient should also apply this
procedure to “joint” capital projects. Similarly, subrecipients that purchase vehicles
under either the Section 5307 or 5311 program for use in any part of a combined
urbanized and nonurbanized service area should ensure that it has capital replacement
policies in place to ensure that it is using program funds according to Federal eligibility
requirements. When there is a question as to the reasonableness of the subrecipient’s
cost allocation methodology, FTA looks to the State to make a determination.

FTA Circular 9030 provides further guidance on the Section 5307 program.

e. Eligible Assistance Categories.

(1) State Administration, Planning, and Technical Assistance. The State may use not
more than 15 percent of its apportioned Section 5311 funds, including funds
apportioned under Section 5340 but not the RTAP allocation, to administer the
Section 5311 program and to provide technical assistance to subrecipients.

Allowable administrative costs include salaries, overhead expenses, supplies, and
office equipment used to administer the program. Allowable technical assistance
costs may include project planning, program development, development of vehicle
and equipment specifications, management development, coordination of public
transportation programs (public and private for-profit and non-profit), and such
research as the State may deem appropriate to promote effective means of
delivering public transportation service in nonurbanized areas. No local share is
required for these expenses. The State may pass any portion of these funds on to
subrecipients for the same purposes and, at its discretion, may impose a local share
requirement.

With several exceptions, FTA limits the eligibility of planning costs to funds
available within the 15 percent State administration cap. As described in Chapter
V1, planning and marketing for intercity bus services can be funded with a 20
percent local share and is not subject to the 15 percent cap on State administrative
expenses. Similarly, funds transferred from Section 5307 can be used for planning
with a 20 percent local share and are not subject to the 15 percent administrative
cap. However, flexible funds transferred into the Section 5311 program can be
used for planning with no local share but are subject to the 15 percent
administrative cap on planning and other State administration activities.

While the State may also use RTAP funds for many administrative and technical
assistance activities it is more appropriate to use State administrative funds for
technical assistance activities directly related to the administration of the Section
5311 program, (e.g., conducting procurements and monitoring subrecipients). The
State should use RTAP to deliver training and technical assistance needed by rural
providers.
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FTA applies the State administration cap to the Section 5311 funds it apportions to
the State each year. FTA encourages the State to include all the available State
administration funds they intend to use in each annual grant application.

FTA administratively allows a State to accumulate an “entitlement” to State
administration funds within their period of availability to augment the
administrative funds available for a special administrative need in a subsequent
year (e.g., a major planning study for which current year administrative funds
would be insufficient). For example, a State may program all of its first year
apportionment for capital and operating projects, and then use an amount equal to
15 percent of the first year’s apportionment in addition to the 15 percent of the
second year’s apportionment to fund a large planning study with second year
funds.

The period over which the State accumulates the administrative cap may not
exceed three years. If a State includes planning or State administration expenses in
excess of the 15 percent administrative cap in its grant application, the State should
document the unused State administration funds from prior years available to
augment the cap in the current apportionment.

Capital expenses. Eligible capital expenses include the acquisition, construction,

and improvement of public transit facilities and equipment needed for a safe,
efficient, and coordinated public transportation system as well as certain other
expenses classified as capital in Section 5302(a)(1).

Examples of eligible capital expenses include, but are not limited to:
(@) buses;

(b) wvans or other paratransit vehicles;

(c) radios and communications equipment;

(d) passenger shelters, bus stop signs, park and ride lots, and similar passenger
amenities;

(e) wheelchair lifts and restraints;

(F) wvehicle rehabilitation, remanufacture, or overhaul;

(g) preventive maintenance, defined as all maintenance costs;
(h) extended warranties which do not exceed industry standards;
(i) the public transportation portion of ferry boats and terminals;

(J) operational support such as computer hardware or software;
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installation costs, vehicle procurement, testing, inspection and acceptance
costs;

construction or rehabilitation of transit facilities including design,
engineering, and land acquisition;

facilities to provide access for bicycles to transit facilities or equipment for
transporting bicycles on transit vehicles;

lease of equipment or facilities when lease is more cost effective than
purchase. Note that when lease of equipment or facilities is treated as a
capital expense, the State must establish criteria for determining cost
effectiveness, in accordance with FTA Regulations, “Capital Leases,” 49 CFR
part 639;

the capital portion of costs for service provided under contract. The capital
cost of contracting includes depreciation and interest on facilities and
equipment, as well as allowable capital costs such as preventive maintenance;

Under the capital cost of contracting, only privately owned assets are eligible.
The recipient may not capitalize under the contract any capital assets (e.g.,
vehicle, equipment, or facility) that have any remaining Federal interest in
them, or items purchased with State, or local government assistance.
Similarly, recipients may not capitalize under the contract any costs incurred
delivering services ineligible for FTA assistance (e.g., charter or school bus
service). Recipients may compute capital costs as a fixed percentage of the
contract without further justification. Appendix G provides additional
information on the capital cost of contracting.

(p) joint development improvements expressly include the following: (1)

(@)

commercial and residential development; (2) pedestrian and bicycle access to
a public transportation facility; (3) construction, renovation, and improvement
of intercity bus and intercity rail stations and terminals; and (4) renovation and
improvement of historic transportation facilities. 49 U.S.C. 5302(a)(1)(G).
These and other joint development improvements will be eligible for FTA
funding if they satisfy the eligibility criteria set forth at 49 U.S.C.
5302(a)(1)(G), and do not fall within the exclusion detailed at 49 U.S.C.
5302(a)(1)(G)(ii), which excludes the construction of a commercial revenue-
producing facility (other than an intercity bus station or terminal) or a part of a
public facility not related to public transportation. Final guidance for joint
development projects was published in the Federal Register on February 7,
2007. (72 FR 5788).

the introduction of new technology, through innovative and improved
products, into public transportation;
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(r) mobility management consists of short-range planning, management activities
and projects for improving coordination among public transportation, and
other transportation service providers carried out by a recipient or subrecipient
through an agreement entered into with a person, including a governmental
authority, but excludes operating expenses;

(s) crime prevention and security; including projects to refine and develop
security and emergency response plans; projects aimed at detecting chemical
and biological agents in public transportation; the conduct of emergency
response drills with public transportation agencies and local first response
agencies; and security training for public transportation employees; but
excluding all expenses related to operations, other than such expenses
incurred in conducting activities described above;

(t) transit-related Intelligent Transportation Systems (ITS); and

(u) Americans with Disabilities Act of 1990 (ADA) paratransit service’s
operating costs as a capital expense may not exceed 10 percent of the State’s
annual apportionment of Section 5311 funds, and recipients may only use
Section 5311 funds for this purpose when they comply with ADA
requirements for both fixed route and demand-responsive service, when
provided.

Operating Expenses. Operating expenses are those costs directly related to system
operations. At a minimum, States must consider the following items as operating
expenses: fuel, oil, drivers’ salaries and fringe benefits, dispatcher salaries and
fringe benefits, and licenses.

States may, in their discretion, treat maintenance as either operating or capital
expenses for Section 5311 funding purposes. Similarly, for the Section 5311
program only, FTA gives States the option of classifying certain other expenses as
either operating or non-operating expenses (i.e., project administration). Even if
these expenses are eligible for funding under Section 5311at the capital match, the
provider may classify these funds as operating expenses in its internal accounting
system, under generally accepted accounting principles. However, for funding
purposes, the State may not count the same cost twice.

Net operating expenses are eligible for assistance. Net operating expenses are
those expenses that remain after the provider subtracts operating revenues from
eligible operating expenses. States may further define what constitute operating
revenues, but at a minimum, operating revenues must include farebox revenues.
Farebox revenues include fares paid by riders who are later reimbursed by a human
service agency or other user-side subsidy arrangement. Farebox revenues do not
include payments made directly to the transportation provider by human service
agencies to purchase service. However, purchase of transit passes or other fare
media for clients would be considered farebox revenue. A voluntary or mandatory



Page 111-12

(4)

FTA C 9040.1F
4/1/2007

fee that a college, university, or similar institution imposes on all its students for
free or discounted transit service is not farebox revenue.

The State may include operating assistance projects of up to two years’ duration in
its annual program of projects. FTA extends pre-award authority for operating
costs incurred as of the beginning of the local fiscal year but before grant award.

Project Administrative Expenses. Under the Section 5311 program, the State may
treat project administrative expenses incurred by a local provider as a separate cost
category from either capital or operating expenses. This allows States to consider
administrative expenses as “non-operating” expenses. FTA may fund non-
operating expenses up to the 80 percent Federal share or more if the State is
eligible for the sliding scale of Federal share (see below).

Eligible project administrative costs may include, but are not limited to: general
administrative expenses (e.g., salaries of the project director, secretary, and
bookkeeper); marketing expenses; insurance premiums or payments to a self-
insurance reserve; office supplies; facilities and equipment rental; standard
overhead rates; and the costs of administering drug and alcohol testing. Interest on
short-term loans for operating assistance is eligible as project administration if it is
approved by the State. Additionally, administrative costs for promoting and
coordinating ridesharing are eligible as project administration if the activity is part
of a coordinated public transportation program.

3. FEDERAL/LOCAL MATCHING REQUIREMENTS.

a. Capital and Project Administration. The Federal share of eligible capital and project

administrative expenses may not exceed 80 percent of the net cost of the project. There
are three exceptions to the 80 percent match for capital projects.

(1)

@)

Bicycle Projects. Under 49 U.S.C. 5319, the Federal share may be 90 percent for
those capital projects used to provide access for bicycles to transit facilities, or to
install racks or other equipment for transporting bicycles on transit vehicles.

ADA and Clean Air Act. Under 49 U.S.C. 5323(i), the Federal share may be 90
percent for vehicle-related equipment or facilities required by ADA or vehicle-
related equipment or facilities (including clean fuel or alternative fuel vehicle-
related equipment or facilities) for purposes of complying with or maintaining
compliance with the Clean Air Act (CAA), as amended.

According to 49 U.S.C. 5323(i), it is only the incremental cost of the equipment
required by the ADA or CAA that may be funded at 90 percent, not the entire cost
of the vehicle, even if the vehicle is purchased for use in service required by the
ADA or CAA. Alternatively, for administrative simplicity FTA allows grantees to
compute the Federal share at 83 percent for accessible vehicles. For facilities, FTA
will consider the incremental cost of the ADA or CAA equipment on a case-by-
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case basis. (States entitled to a sliding scale Federal share higher than 80 percent
may find it more advantageous to calculate the 90 percent share on the incremental
cost of vehicle related equipment rather than using the 83 percent composite
share).

(3) Sliding Scale. Higher Federal share rates for capital costs are available to 14 States
described in 23 U.S.C. 120(b). The higher Federal shares under 23 U.S.C. 120
(b)(1), shown in Table 1, are based on the ratio of designated public lands area to
the total area of these 14 States. For FTA capital grants, the Federal share
increases from 80 percent in proportion to the share of public lands in the State.
For FTA operating grants in these same States, the Federal share increases from 50
percent to 62.5 percent (5/8) of the rate for capital grants.
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Table 1: Sliding Scale Rates for FTA Section 5311 Grants (23 U.S.C. 120 (b)(1))
(Numbers represent the maximum Federal share, as a percentage of net project cost.)

Sliding Sliding Sliding Sliding

Scale Rate | Scale Rate Scale Rate | Scale Rate

for Transit | for Transit for Transit | for Transit

Capital Operating Capital Operating
State Grants Grants State Grants Grants
Alaska 90.97 56.86 Nevada 94.89 59.31
Arizona 90.49 56.55 New Mexico 85.44 53.40
California 83.57 52.23 Oregon 84.63 52.90
Colorado 82.79 51.75 South Dakota 81.95 51.22
Hawaii 81.30 50.81 Utah 89.52 55.95
Idaho 84.97 53.11 Washington 81.42 50.89
Montana 82.75 51.72 Wyoming 86.77 54.23
Source: FHWA Notice N 4540.12, Attachment 1 (3/17/1992)

Additional higher Federal share rates are shown in Table 2 and are based on the ratio of
the area of nontaxable Indian land, public domain lands (reserved and unreserved),
national forest, and national parks and monuments to the total area of each State. These
rates are available only for States that have already in place signed agreements with
FHWA under 23 U.S.C. 120(b)(2). For FTA Section 5310 and 5311 projects, any State
having such an agreement with FHWA is eligible for the higher Federal match permitted
in Section 120(b)(2). States may not enter into new Section 120(b)(2) agreements with
FTA for Section 5310 or 5311 grants. In the absence of a Section 120(b)(2) agreement
with FHWA, Section 120(b)(1) sets the sliding scale rates for Section 5310 and 5311

grants.
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Table 2: Sliding Scale Rates for FTA Section 5311 Grants
(Numbers represent the maximum Federal share, as a percentage of net project cost.)

Federal | Federal Federal | Federal

Share Share of Share of | Share of

of 5311 | 5311 5311 5311

Capital | Operating Capital | Operating
State Grants | Grants State Grants | Grants
Alabama 80.4 50.25 Nebraska 80.18 50.11
Alaska 94.95 59.34 Nevada 95 59.38
Arizona New .

94.3 58.94 Hampshire 82.45 51.53

Arkansas 81.55 50.97 New Jersey 80.14 50.09
California 88.53 55.33 New Mexico 87.92 54.95
Colorado 87.31 54.57 New York 80.1 50.06

Connecticut 80.04 50.03 North Carolina 80.98 50.61

Delaware -- North Dakota 80.93 50.58
Florida 81.93 51.21 Ohio 80.16 50.10
Georgia 80.48 50.30 Oklahoma 80.58 50.36
Hawaii 82.48 51.55 Oregon 89.73 56.08
Idaho 92.66 57.91 Pennsylvania 80.38 50.24
Ilinois 80.15 50.09 Rhode Island 80.05 50.03
Indiana 80.17 50.11 South Carolina 80.63 50.39
lowa 80 50.00 South Dakota 82.82 51.76
Kansas 80.05 50.03 Tennessee 80.66 50.41
Kentucky 80.58 50.36 Texas 80.22 50.14
Louisiana 80.41 50.26 Utah 93.23 58.27
Maine 80.28 50.18 Vermont 81.08 50.68
Maryland 80.11 50.07 Virginia 81.5 50.94
Massachusetts | 80.12 50.08 Washington 86.5 54.06
Michigan 81.83 51.14 West Virginia 81.36 50.85
Minnesota 81.42 50.89 Wisconsin 81.11 50.69
Mississippi 80.83 50.52 Wyoming 90.49 56.56
Missouri District 9f

80.69 50.43 Columbia 83.15 51.97
Montana 86.58 54.11 Puerto Rico 80.25 50.16

*Including National Forests, national parks, and monuments
Source: FHWA Notice N 4540.12, Attachment 1 (3/17/1992)

b. Operating Expenses. With respect to operating expenses, 49 U.S.C. 5311(g)(2) provides
that the Federal share shall not exceed 50 percent of the net operating cost of the
project. For States eligible for the sliding scale match under 23 U.S.C. 120(b), the
Federal match for operating assistance is set at 62.5 percent of the match for capital
projects in those States (see Tables 1 and 2 above).
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Under Subsection 5311(g)(3)(A), funds received pursuant to a service agreement with a
State or local social service agency or a private social service organization may be used
as local match.

Income from contracts to provide human service transportation may be used either to
reduce the net project cost (treated as revenue) or to provide local match for Section
5311 operating assistance. In either case, the cost of providing the contract service is
included in the total project cost.

The manner in which a subrecipient applies income from human service agencies to a
project affects the calculation of net operating expenses and, therefore, the amount of
Section 5311 operating assistance the project is eligible to receive. A State’s method of
sub-allocating its apportionment among its subrecipients is a discretionary action,
subject only to the statutory requirements described in this circular. While a State may
not prohibit a subrecipient from using income from human service agency contracts as
a source of local match according to Subsection 5311(g)(5), the State may elect to
regard the degree to which a subrecipient demonstrates local financial commitment to
the project from other sources of local funds as a rating factor in its discretionary
allocation decisions.

c. State Administration and RTAP. No local share is required for State administration and
RTAP.

d. Sources of Local Match. Under Subsection 5311(g)(3), a local match for the remainder
of net project costs:

(A) may be provided from an undistributed cash surplus, a replacement or
depreciation cash fund or reserve, a service agreement with a State or local
social service agency or a private social service organization, or new capital;

(B) may be derived from amounts appropriated or otherwise made available to
a department or agency of the Government (other than the [U.S.] Department
of Transportation) that are eligible to be expended for transportation; or

(C) notwithstanding subparagraph (B), may be derived from amounts made
available to carry out the Federal Lands Highway Program established by
Section 204 of Title 23.

Examples of non-Federal sources that may be used for any or all of the local share
include: State or local appropriations; dedicated tax revenues; private donations; and net
income generated from advertising and concessions. Recipients may count non-cash
shares such as donations, volunteered services, or in-kind contributions toward the local
match only if the recipient formally documents the value of each non-cash share, and if
this value represents a cost that would otherwise be eligible under the project. The net
project cost must include the value of any in-kind contributions included in net project
cost to the extent it is used as local match. States should reference Federal
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Administrative Rules for Grants and Cooperative Agreements, 49 CFR parts 18 and 19
for more information.

Recipients may use funds from other Federal agencies (non-DOT) for the entire local
match if the other agency makes the funds available to the recipient for the purposes of
the project. The only DOT funds that States can use as local match for Section 5311
projects are from the Federal Lands Highway Program cited in 49 U.S.C. 5311(g)(3).

A State cannot use Section 5310 or other FTA funds as match for Section 5311 program
funds. Even though funds are made available to the rural transit provider through a
service agreement with a State or local social service agency or private social service
organization, FTA funds may not be used as match because they are derived from a DOT
program.
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CHAPTER IV
PROGRAM DEVELOPMENT
1. FAIR AND EQUITABLE DISTRIBUTION. The program of projects the State submits to

2.

the Federal Transit Administration (FTA) for approval must provide for fair and equitable
distribution of the apportionment in the State, including Indian reservations, as well as
maximum feasible coordination with other public transportation services assisted by other
Federal sources. The Tribal Transit Program funds set aside for Indian tribes are not meant
to replace or reduce funds that Indian tribes receive from States through the Section 5311
program but are to be used to enhance public transportation on Indian reservations and
other tribal transit services. FTA encourages the States to use the significant increase in
funding for rural transit under the Safe, Accountable, Flexible, Efficient, Transportation
Equity Act: A Legacy for Users (SAFETEA-LU) to support expansion of transit service to
areas not currently served and to improve the level of service or coverage in areas which
currently have minimal service.

PLANNING REQUIREMENTS. With limited exceptions, States must include all Federal

funds to be used for highway or transit projects in a Statewide Transportation Improvement
Program (STIP) consistent with 23 U.S.C. 135 and 49 U.S.C. 5304. States must include
Section 5311 funds in the STIP. Unlike the annual program of projects that the State
submits with its grant application, the STIP must cover four program years. For the
purposes of the STIP, the State may group its planned expenditures of Section 5311 and
Rural Transportation Assistance Program (RTAP) funds into broad statewide projects, such
as vehicle acquisition for rural transportation services, operating assistance, intercity bus
projects, facility construction, State administration, and training and technical assistance.
The State also may show the Section 5311 apportionment as one aggregate project.

Metropolitan planning organizations (MPQOs) are responsible for transportation planning
and programs in metropolitan areas. When the State proposes to fund a Section 5311
project within an MPQO’s current planning/study area boundary, which may include areas
that are currently nonurbanized but are expected to become urbanized within 20 years, then
the State must work with the MPO to ensure that the MPO includes the project in the
Metropolitan Transportation Plan and selects the Section 5311 project for inclusion in the
MPQO’s Transportation Improvement Program (TIP). While the State is ultimately
responsible for distribution of nonurbanized formula funds within the State, MPOs - in
cooperation with the State - must select Section 5311 projects within the metropolitan area
planning boundaries of a Transportation Management Area (all urbanized areas over
200,000 and all other urbanized areas).

For further guidance on planning, programming, and project selection see the joint Federal
Highway Administration (FHWA)/FTA planning regulations at 23 CFR part 450 and 49
CFR part 613.
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NOTICE AND PUBLIC HEARINGS. Title 49 U.S.C. 5323(b) requires applicants: (1) to

provide an adequate opportunity for public review and comment for a capital project that
will substantially affect a community or the public transportation services of a community;
(2) to provide notice and hold a public hearing on the project if the project affects
significant economic, social, or environmental interests; (3) to consider the economic,
social, and environmental effects of the project; and (4) to find that the project is consistent
with official plans for developing the community.

The State promises compliance with this requirement in the annual certifications and
assurances it submits to FTA. Evidence that the applicant has complied is included in the
environmental record for the capital project. Chapter X, part 4 provides additional
information.

INTERCITY BUS CONSULTATION REQUIREMENT. Section 5311(f) requires each

State to expend at least 15 percent of its annual Section 5311 apportionment “to carry out a
program to develop and support intercity bus transportation,” unless the Governor certifies
that “the intercity bus service needs of the State are being met adequately.” Additionally,
Section 5311(f) requires a State to consult with intercity bus providers before the Governor
makes this certification. The requirement to spend at least 15 percent applies only to the
amount of FTA’s annual apportionment of Section 5311 funds to the State; it does not
apply to any funds the State subsequently transfers to its Section 5311 program from
another program. Chapter VI1II provides additional information about the intercity bus
provisions of Section 5311(f).

PROGRAM OF PROJECTS. The program of projects (POP) identifies the subrecipients

and projects for which the State is applying for financial assistance. The Section 5311
annual program of projects the State submit to FTA for approval must indicate the total
number of subrecipients; identify each subrecipient and indicate whether they are
governmental authorities, private non-profit agencies, or private providers of transportation
services; and identify any that are Indian tribal governments or tribal transit agencies
(including both Federally-recognized and other tribal governments). In addition, the
program of projects must include a brief description of each project, which includes the
counties served, and any tribal transportation needs served by the project. The program of
projects must show, for each project, the total project cost and the Federal share.

So that FTA can comply with the Federal Funding Accountability and Transparency Act of
2006 (Pub.L 109-282), enacted September 26, 2006, the State must provide FTA with the
following information for each subrecipient: the name of the entity receiving the award,
the amount of the award, and the location of the entity receiving the award and the primary
location of performance under the award, including the city, State, and Congressional
district. The State may choose to submit this information as a separate attachment in
TEAM or to include the information in the POP.

Separate from the listing of rural transit projects and subrecipients in Category A and B, the
program of projects should list together and subtotal the projects and subrecipients that
support intercity bus transportation as required by Section 5311(f). It should also describe



FTA C 9040.1F Page IV-3
4/1/2007

specific RTAP projects within the broad areas of eligibility. (Chapter IX provides more
information on developing a RTAP program of projects). The program of projects may
also include projects transferred from other FTA programs (Job Access and Reverse
Commute (JARC), New Freedom, and Section 5310), grouped together by program. The
program of projects also includes any funds the State will use for planning, technical
assistance, and administration, within the 15 percent limitation, and any other projects the
State will conduct directly.

The total Federal funding level for the program of projects cannot exceed the total amount
of Section 5311 funds available, including funds from the current fiscal year
apportionment, unobligated carryover funds from previous years and funds transferred
from other FTA programs, or flexible funds for highway or transit. After the State submits
the annual program of projects and other application requirements, FTA will review,
approve, and obligate funds for the total amount of funds available. In general, States
should not include projects that will extend for more than two years in duration. The State
should discuss any exceptions to this with the regional office. If a grant is not fully
implemented within two years, FTA may terminate and close out the grant and deobligate
any remaining funds.

a. Categories of Approval. FTA’s approval of a program of projects does not reflect
unconditional approval of all projects within the program. FTA’s approval of a
program of projects does not reflect unconditional approval of all prospective
subrecipients identified in the program. FTA recognizes that not all projects in a State
program of projects may be at the same stage of development, and therefore, not all
applications to the State may be complete at the time the State forwards its annual
program of projects to FTA. FTA also recognizes that all subrecipients identified in the
program of projects may not yet be in compliance with all applicable Federal
requirements. Therefore, to expedite grant award, FTA allows States to separate
projects and funds included in its program of projects into three different categories,
depending on how completely the subrecipients have met Federal requirements.

(1) Category A. Projects in Category A include those projects that the State has
certified as having met all the Federal statutory and administrative requirements for
approval applicable to both the project activities, and subrecipient that will carry
out those activities. FTA’s approval of Category A projects is unconditional upon
grant award. When FTA executes the grant, the State may start drawing down
funds to implement projects in Category A. FTA expects most, if not all, of the
projects included in the State’s program of projects to be in this category.

(2) Category B. Projects in Category B include those projects that the State anticipates
approving during the current year, but that have not yet met all Federal statutory
and/or administrative requirements. For example, a project in Category B may be
a project that lacks certification by the State to the Department of Labor (DOL)
that the subrecipient has signed the special labor protection warranty. Similarly, a
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major capital project other than vehicle purchase in Category B may be a project
that lacks completion of the environmental review process. Projects may also be in
Category B when a subrecipient that has not yet met all applicable Federal
requirements.

When the State determines that necessary Federal requirements have been satisfied
for a project, FTA’s approval of that project becomes unconditional, and the State
may advance the project to Category A. Cash drawdowns for that project may
commence after the State advances the project to Category A. In addition, any
Category B project that does not qualify as a categorical exclusion (CE) under 23
CFR 771.117(c) requires environmental clearance from FTA before being
advanced to Category A. Chapter X provides additional information on
environmental issues.

A State should not list any projects in Category B, if it can list all of its projects in
Category A.

(3) Category C. The State may include funds in Category C to assist projects that it has

not yet identified at the time it submits its grant application. FTA established the
category to allow States to obligate its entire annual Section 5311 apportionment at
one time, even if it has not at the time of its grant application to FTA, designated
all the projects for which it plans to use its Section 5311 apportionment. For
example, if the State cannot immediately identify specific projects that would use
the entire 15 percent of the apportionment required to be expended for intercity bus
transportation, the State may list the remaining intercity bus funds in Category C.

The optional Category C is a program reserve. FTA designed Category C program
reserve funds to accommodate unanticipated program needs. States should not
confuse Category C program reserve funds with reasonable contingencies for the
projects that the State designated in its program of projects and included in
Category A or B.

States may not include more than 10 percent of the total amount it obligates in the
grant in the Category C program reserve. Additionally, FTA strongly encourages
the State not to include more funds in Category C than it reasonably expects to
allocate to new projects capable of meeting the applicable Federal requirements or
to budget adjustments in existing projects within 12 months. If the State does not
expect to select projects for which it will use all its Category C funds, the State
should defer obligating those remaining funds until the following year.

The State must allocate Category C program reserve funds to specific projects
within the period of availability of the funds. FTA will deobligate any Category C
funds not allocated within the period of availability. FTA assumes that the funds
remaining in Category C are the newest funds, if a grant contains funds
apportioned in more than one fiscal year. Funds deobligated after the period of
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b.

availability lapse to the State, and FTA will redistribute these lapsed funds to all
the States in the subsequent year’s apportionment.

When a State selects projects it will advance out of the Category C program
reserve funds, it must notify FTA of the changes to the program of projects. Any
new project that does not qualify as a CE under 23 CFR 771.117(b) requires
environmental clearance from FTA before the State advances the project to
Category A.

Revisions to Program of Projects. The State may revise an approved program of
projects without constituting a change in scope which would require the deobligation
and reobligation of funds. The scope of the grant is the approved program of projects
in its entirety. The addition of Federal funds to the approved program of projects is a
change in the scope of the approved program of projects and requires an amendment of
the grant agreement.

For changes that affect the budget line items in the grant budget, the grantee will notify
FTA by setting up a budget revision in the Transportation Electronic Award
Management (TEAM) System. For those changes that only affect the Program of
Projects (POP) the grantee should attach a new program of projects to the “project
management milestones” section and then notify FTA, via e-mail, that it has attached
the new program of projects. In addition, grantees should also notify FTA of changes
to the program of projects when they submit their annual program status report.

Below are examples of project and funding revisions that do not change the scope of
the approved program of projects. Unless FTA notifies the State otherwise, the
following levels of notification and FTA approval apply to revisions:

(1) Revisions Not Requiring Prior Notification or FTA Approval. The State may make
the following revisions without any prior notification to or approval by FTA:

(@) Delete a project from the program of projects if the project cost is less than
the $250,000 or 10 percent of the total of the program of projects, whichever
is greater;

(b) Advance projects from Category B to Category A, provided the prospective
subrecipient is in compliance with all applicable Federal requirements, and
the State has no information suggesting otherwise;

(c) Allocate Category C funds to existing projects, if the funds are within their
period of availability;

(d) Reallocate funds within an approved program of projects among approved
projects within a local area or from one local area to another. This includes
adjustments of local project funding levels to accommodate changes in
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vehicle or equipment requirements, including number and type of vehicles
and changes in operating costs;

Add equipment or property transferred from a subrecipient to another
subrecipient listed in the program of projects, regardless of whether the items
were originally funded from a different grant;

Transfer funds designated for intercity bus projects within the program of
projects for use in other intercity bus projects, or to other projects if more than
the required percentage has been allocated for intercity bus projects and the
transfer of funds to another project would not reduce the intercity funding
below the required percentage; and

Transfer funds designated for RTAP projects within the program of projects
for use in other RTAP projects.

Revisions Requiring Notification to FTA, But Not FTA Approval. The State may

make the following revisions after notifying FTA:

(a)

(b)

()

Allocate Category C funds to new operating assistance projects or capital
projects under $250,000, within the period of availability of funds, provided
the prospective subrecipient is in compliance with all applicable Federal
requirements, and the State has no information suggesting otherwise;

Create new operating assistance projects or capital projects under $250,000
with funds subtracted from other projects within the approved program, or
assign transferred equipment or property to a subrecipient not previously
listed in the program of projects, provided the prospective subrecipient is in
compliance with all applicable Federal requirements, and the State has no
information suggesting otherwise; and

Delete or reduce a project by more than $250,000 or 10 percent of the total
program of projects, whichever is greater.

Revisions Requiring FTA Approval. The State may make the following revisions

to an approved program of projects only after obtaining approval from FTA:

(@)

(b)

Allocate more than over $250,000, or 10 percent of the total of the program of
projects, whichever is greater, for any new capital project;

Change intercity bus projects if the change would result in less than 15
percent of the annual apportionment being designated for intercity projects.
This change can only be made if the Governor certifies that the intercity bus
transportation needs of the State are adequately met, as described in Chapter
VIII;
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(c) Advance to Category A any prospective subrecipient with serious questions of
compliance with Federal requirements remaining unresolved,

(d) Advance to Category A any project that does not meet the NEPA
requirements for a CE; or

(e) Advance to Category A any project for the acquisition of property with a
value in excess of $250,000.

c. Update to Program of Projects. The most recently updated program of projects
submitted by the State to FTA in its annual program status report or in the course of
making revisions will be considered the approved program of projects, incorporated by
reference in the grant agreement. Only the addition of Federal funds or a change in the
scope of the approved program of projects requires amendment of the grant agreement.

d. FTA’s Right to Defer Section 5311 Assistance. FTA reserves the right to require the
State to defer providing Section 5311 funds to a subrecipient or project that raises
serious questions about the compliance with civil rights or other requirements, until
FTA finds the subrecipient or project in compliance or expressly approves the
expenditure of Section 5311 funds involving that subrecipient or project.

6. CERTIFICATIONS AND ASSURANCES. To receive a grant under Section 5311, the
designated State agency must annually assure FTA that the State and subrecipients meet
certain requirements. The State should maintain adequate files documenting the basis for
all assurances which it makes to FTA.

Each fiscal year, FTA publishes the required certifications and assurances in the Federal
Register and updates the certifications and assurances in the TEAM system. This notice
indicates which certifications and assurances apply to all grantees or to certain kinds of
awards, and which are required for grants under specific sections.

The State electronically submits the appropriate certifications and assurances each fiscal
year for all active grants and new grants that it expects FTA to make during that fiscal year.
Recipients should use the most recent version of current year notice for a list of required
certifications and assurances FTA has issued. Recipients can find the current list in
TEAM.

7. PRE-AWARD AUTHORITY. FTA allows grantees to incur costs before grant award in the
formula programs. In order for the pre-award costs to be eligible for subsequent
reimbursement, the project must have met all FTA statutory, procedural, and contractual
requirements, thus must qualify as a “Category A” project in the program of projects.
Reimbursement is subject to the availability of funds and grant award. Specific
information is included in FTA’s annual apportionment Notice, and in Chapter X, part 18,
of this circular.
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8. GRANT AWARD AND PROJECT APPROVAL. FTA awards grants and obligates funds
for the total amount the State requests for all three categories and the Rural Transportation
Assistance Program (RTAP) program of projects. FTA grant award constitutes FTA
approval of the State’s annual program of projects. But FTA approval of the Section 5311
program of projects does not constitute unqualified approval of each project in the
program. Grant award does constitute FTA approval of those projects in Category A. Thus
the State may draw down Federal funds to reimburse expenses incurred for Category A
projects immediately upon execution of the grant agreement.

The grant award also constitutes FTA’s unconditional approval of those projects in
Category B, if the subrecipient meets all applicable Federal requirements. The State must
ensure that the subrecipient meets Federal requirements, and advance the projects to
Category A before it can draw down funds to support Category B projects.

In addition, the grant award obligates Federal funds for Category C projects and constitutes
approval of Category C projects that are not identified at the time of award but have met or
will meet all applicable Federal requirements. However, the State must allocate Federal
funds awarded for Category C projects within the period of availability of those funds to
new or existing projects that have met or will meet all of the necessary statutory and
administrative requirements.
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CHAPTER V

LOCALLY DEVELOPED, COORDINATED PUBLIC TRANSIT - HUMAN SERVICES
TRANSPORTATION PLAN

1. COORDINATION. Three Federal Transit Administration (FTA) formula programs—
Elderly Individuals and Individuals with Disabilities Program (Section 5310), Job Access
and Reverse Commute (JARC) (Section 5316), and New Freedom (Section 5317)—require
that projects must be derived from a locally developed, public transit-human services
transportation plan. FTA expects public transit systems funded under both the Section
5307 and Section 5311 formula programs to participate in the local planning process for
coordinated public transit-human service transportation in those areas applying for funds
under Sections 5310, 5316, or 5317.

The local coordinated planning process may include consideration of the intercity bus
transportation needs of the targeted population of seniors, people with disabilities, and low
income people. Identification of unmet intercity mobility needs of human service agency
clients during the local coordinated planning process may help the State with its intercity
bus needs assessment described in Chapter VIII. FTA encourages the inclusion of intercity
bus mobility needs in the coordinated planning process for Sections 5310, 5316, and 5317.

Beyond the specific coordinated planning requirements for the three specialized FTA
programs listed above, both Sections 5311 and 5307 also require coordination with
transportation assistance under other Federal programs. The Section 5311 program of
projects must provide, “the maximum feasible coordination of public transportation service
[assisted under Section 5311] with transportation assisted by other Federal sources.”
(Section 5311(b)(2)(c)(ii)). The Section 5307 program of projects must provide “for the
coordination of public transportation services [assisted under Section 5307] with
transportation services assisted from other United States Government services” (Section
5307(c)(5)).

The State must certify compliance with these coordination requirements for Section 5311.
While the coordination of service takes place at the local level, the State may facilitate
coordination through participation in statewide interagency coordinating councils and
statewide coordinated planning activities.

2. OTHER PROGRAM REFERENCES. Chapter V of FTA’s program guidance circulars
for the Section 5310, JARC, and New Freedom Programs provides more detailed guidance
on the requirements for a locally developed, coordinated public-transit human services
transportation plan.
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1.

2.

CHAPTER VI

PROGRAM MANAGEMENT AND ADMINISTRATIVE REQUIREMENTS

GENERAL. The basic grant management requirements for State and local governments are

contained in the U.S. Department of Transportation (DOT) regulations, “Uniform
Administrative Requirements for Grants and Cooperative Agreements to State and Local
Governments,” 49 CFR part 18. The comparable DOT rule for private non-profit
organizations is “Uniform Administrative Requirements for Grants and Agreements with
Institutions of Higher Education, Hospitals, and Other Non-Profit Organizations,” 49 CFR
part 19. Parts 18 and 19 are collectively known as the “common grant rule.” The
provisions of the common grant rule apply except where inconsistent with Federal statutes
or authorizing legislation.

PROGRAM ADMINISTRATIVE REQUIREMENTS. The common rule identifies three

areas in which the administrative requirements for State grantees and their subrecipients
which are governmental authorities may differ from Federal requirements for local
government grantees: equipment management, procurement, and financial management
systems. The basic intent of establishing common requirements in these areas is to shift the
emphasis from national uniformity to uniformity of procedures and requirements within a
State, in order to provide greater flexibility to the States in standardizing the management
of related State and Federal programs. The three areas are discussed in detail later in this
chapter. Part 18 permits States to pass down State procedures in these three areas to
subrecipients that are governmental authorities. Part 19 does not allow States to pass down
State procedures to subrecipients that are non-profit organizations. However, as long as the
State procedures are not inconsistent with part 19, the State may apply the same procedures
for all its subrecipients. The State may use procedures that are more restrictive than part
19, but State procedures may not be more permissive than part 19. The basic intent of part
19 is to establish nationally-uniform procedures and requirements for private non-profit
organizations that receive funds from multiple Federal agencies.

The State must ensure that subrecipients that are units of State or local governments,
including Indian tribal governments, follow the requirements of part 18, and that
subrecipients that are private non-profit organizations follow the requirements of part 19.

Unless an issue is specifically addressed in this circular or in other Federal Transit
Administration (FTA) guidance specific to the Section 5311 program, the most recent
version of FTA Circular 5010 “Grant Management Guidelines,” which provides guidance
for other FTA programs, should be used as guidance for project management issues not
unique to Section 5311.

The State must enter into a written agreement with each subrecipient stating the terms and
conditions of assistance by which the project will be undertaken and completed.
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3. EQUIPMENT MANAGEMENT.

a. General. Under the common grant rule, States may use, manage, and dispose of
equipment acquired under a Section 5311 grant according to State law and procedures.
States are free to adopt the procedures established in part 18 for other public body
recipients or use them as a guide in developing State procedures for equipment use,
management, and disposition, but they are not required to do so. States may use the
same procedures for private and non-profit subrecipients as for public body
subrecipients, so long as those procedures are consistent with 49 CFR part 19.

Common grant rule procedures and requirements for Recipients that are not States, and
their public subrecipients are more explicit and can be found in 49 CFR part 18.32 and
49 CFR part 19.34.

b. Transfer of Property. Section 5311(h) permits a State to transfer facilities and
equipment acquired with assistance under Section 5311 to any entity eligible to receive
assistance under 49 U.S.C. Chapter 53 with the consent of the entity currently in
possession of such facilities or equipment, if the facility or equipment will continue to
be used in accordance with the requirements of Section 5311. This provision
complements the State’s flexibility under the common grant rule to manage equipment
and extends the State’s flexibility in the management of facilities, including real

property.

The entity receiving equipment or facilities under this provision to provide Section
5311 service must comply with all the State and Federal requirements for Section 5311
recipients, including acceptance of the special Section 5333(b) labor warranty for
Section 5311 protection (see Chapter X Section 10(b) of this circular). The names of
the entities involved in the transfer of equipment or real property, along with a
description of the equipment or real property transferred should be included in a new or
revised program of projects. The transfer may be shown in the program of projects for
any active grant. It does not have to be in the grant under which the equipment or
property was originally funded. The non-add scope code 998-00 is used to reflect
transfers of Federal equity in the grant.

In addition, Section 5334(h)(1) through (3) allows facilities and equipment and other
assets (including land) which are no longer needed for the purposes for which they
were acquired to be transferred to a local governmental authority to be used for a public
purpose other than transportation with no further obligation to the Federal Government,
if authorized by the Secretary of Transportation (i.e., approved by FTA).

c. Vehicle Useful Life and Replacement Standards. The common grant rule gives States
greater flexibility in managing and disposing of equipment. In keeping with the intent
of the rule, FTA elects not to apply to the State-administered Section 5311, 5310, 5316,
and 5317 programs its policies regarding useful life standards for vehicles, vehicle
replacement, or the requirement to use the straight line depreciation method for
determining fair market value and FTA reimbursement. Instead, FTA holds States
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d.

responsible for establishing and implementing their own rolling stock requirements for
all categories of vehicles acquired under the Section 5311, 5310, 5316, or 5317
programs. For these programs only, FTA permits State grantees to do the following:

(1) establish their own minimum useful life standards for vehicles;
(2) use their own procedures for determining fair market value; and

(3) develop their own policies and procedures for maintenance and replacement of
vehicles. Maintenance requirements and insurance coverage must be adequate to
protect the Federal interest in the vehicle within the useful life determined by the
State.

Disposition. States and their subrecipients should follow State laws and procedures for
disposing of equipment. States are not required to return to FTA proceeds from the
disposition of equipment, regardless of the fair market value at the time the equipment
is sold, but should follow their own procedures regarding the use of proceeds, so long
as the proceeds remain in use for public transit purposes. This applies to all equipment
currently in use that was purchased with Section 5311 funds. This blanket disposition
instruction satisfies the provision of 49 CFR part 19 requiring private non-profit
organizations to seek disposition instructions from the Federal awarding agency.

4. SATISFACTORY CONTINUING CONTROL AND RESPONSIBILITY. When capital

equipment or facilities are acquired, built, or improved for use by any entity in
nonurbanized area public transportation or intercity transportation, provisions must be
made to assure satisfactory continuing control of that capital equipment and facilities.
While the State agency serving as FTA grantee may delegate these responsibilities to
another entity, the State is ultimately responsible for compliance with this requirement.

When vehicles or other equipment acquired with Section 5311 funds are operated by an
entity other than the subrecipient, control and responsibility for the operation of the
vehicles or other equipment must remain with the subrecipient unless transfer of the control
and responsibility is made to another subrecipient authorized by the designated State
agency to accept control and responsibility for those vehicles or equipment.

5. PROCUREMENT.

a.

General. When procuring property, supplies, equipment, or services under an FTA
grant, the State will follow the same policies and procedures it uses for procurements
from its non-Federal funds, to the extent permitted by Federal statutes and regulations.
While the Federal threshold for small purchases is currently $100,000, the State may set
a lower threshold for itself and its subrecipients. All governmental subrecipients follow
State procurement procedures. However, because of differences between 49 CFR part
18 and 49 CFR part 19, FTA third party contracting requirements are fewer for States
and subrecipients that are local or tribal governments than for subrecipients that are
private non-profit organizations. For the sake of consistency, the State may choose to
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use the more detailed FTA requirements included in the current version of FTA
circular 4220 for all subrecipients as part of its State procurement procedures.

In some cases, a State may choose to grant Section 5311 assistance to a subrecipient
through an intermediary subrecipient. For example, for public policy reasons, the State
might pass funds to a non-profit organization through a local governmental authority.
The arrangement between the first tier and second tier subrecipient is not a third party
contract if the ultimate subrecipient would otherwise be eligible under Section 5311 to
receive funds directly from the State and the ultimate subrecipient intends to use those
funds to pursue its own nonurbanized area transit project.

Each recipient of FTA seeking Federal assistance to acquire property or services in
support of its proposed project shall certify to FTA, in accordance with 49 CFR 18.36
that its procurements and procurement system will comply with all applicable third-
party procurement provisions of Federal laws, regulations, and directives, except to the
extent FTA has expressly approved otherwise in writing. Any applicant that fails to
provide this certification may be determined ineligible for award of Federal assistance
if FTA determines that its procurement practices and procurement system are incapable
of compliance with Federal laws, regulations, and directives governing procurements
financed with FTA assistance.

Procurement procedures used by States and their subrecipients, however, must comply
with the following specific Federal procurement requirements:

(1) States. State procurement practices must, at a minimum, comply with five specific
Federal requirements contained in the most current FTA Circular 4220. These
include the following: (1) for rolling stock, a five year limitation on contract period
of performance; (2) a requirement for full and open competition; (3) a prohibition
against geographic preferences; (4) the use of Brooks Act procedures for
procurement of architectural and engineering services if the State has not adopted a
statute governing procurement of such services; and (5) inclusion in contracts of all
Federal clauses required by Federal statutes and Executive Orders and their
implementing regulations. These clauses are identified in specific Federal
regulations cited in FTA’s Master Agreement incorporated by reference into the
grant agreement. Additional technical assistance for third party contracting is
available in FTA’s “Best Practices Procurement Manual,” which can be found
online at http://www.fta.dot.gov/ftahelpline/index.htm.

(2) Subrecipients that are Governmental Authorities. Subrecipients that are
governmental authorities such as local or Indian tribal governments must comply
with the same Federal requirements governing State procurements. States are
responsible for ensuring that subrecipients are aware of and comply with Federal
requirements.

(3) Subrecipients that are Private Non-profit Organizations. Subrecipients that are
private non-profit organizations must comply with FTA procurement requirements
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contained in the most current FTA Circular 4220. States are responsible for
ensuring that private non-profit subrecipients are aware of and comply with these
additional requirements.

(4) Subrecipients that are Private, For-profit Organizations. Subrecipients that are
private for-profit organizations must comply with FTA procurement requirements
contained in the most current FTA circular 4220 for procurements conducted with
Federal funds. States are responsible for ensuring that private for-profit
subrecipients are aware of and comply with these additional requirements.

b. Pre-Award and Post-Delivery Reviews. Procurements for vehicles, other than sedans or
unmodified vans, must be audited in accordance with 49 CFR part 663, “Pre-Award
and Post-Delivery Audits of Rolling Stock Purchases.” Additional guidance is
available in the manual, “Conducting Pre-Award and Post-Delivery Reviews for Bus
Procurement,” published May 1, 1995. The regulation requires any recipient or
subrecipient that purchases rolling stock for use in revenue service with funds obligated
after October 24, 1991, to conduct a pre-award and post delivery review to assure
compliance with its bid specifications, Buy America requirements, and Federal motor
vehicle safety requirements, and to complete specific certifications. Purchase of more
than 20 vehicles (more than 10 vehicles, for large urbanized areas), other than
unmodified vans or sedans, requires in-plant inspection. In the case of consolidated
State procurements on behalf of multiple subrecipients, the in-plant inspection
requirement is triggered only if any single subrecipient will receive more than 20
vehicles. Chapter X, part 9 provides more details.

c. New Model Bus Testing. All new modified bus models must be tested at the FTA-
sponsored test facility in Altoona, PA, before FTA funds can be expended for their
purchase (49 CFR part 665). This requirement applies to all buses and modified vans
procured with FTA funds. It does not apply to unmodified vans, including vans with
raised roofs or lifts installed in strict conformance with the original equipment
manufacturer modification guidelines. A “new bus model” is defined as a model that
has not been used in public transportation service in the United States before October 1,
1988, or a model that has been used in such service but which, after September 30,
1988, is being produced with a major change in configuration or components. A
“major change in configuration” is defined as a change which may have a significant
impact on vehicle handling and stability or structural integrity. A “major change in
components” is defined as a change in one or more of the vehicle’s major components
such as the engine, transmission, suspension, axle, or steering.

Purchasers of new model buses should ensure that the manufacturer has complied with
the testing requirement by requesting a copy of the bus testing report from the Altoona
Bus Research and Testing Center, 2237 Old Route 220 North, Duncansville, PA 16635.
The center’s telephone number is 814-695-3404. Bus testing reports may also be
downloaded from the Bus Testing Database at www.altoonabustest.com. This website
also offers users the ability to search, filter, display, and export selected data from
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tested buses. Before expending any FTA funds for a new model bus, the purchaser
must certify that it has obtained a copy of the official bus testing report. Information in
the reports may be useful to operators throughout the vehicle procurement process,
particularly when writing specifications.

d. Other Procurement Requirements.

(1) Buy America. Section 5323(j) provides that, with exceptions, Federal funds may
not be obligated for public transportation projects unless steel, iron, and
manufactured products used in such projects are produced in the United States.
Section 5311 recipients and subrecipients must conform with FTA regulations, 49
CFR part 661, and any amendments thereto. Buy America requirements apply to
all purchases, including materials or supplies funded as operating costs, if the
purchase exceeds the threshold for small purchases (currently $100,000).

SAFETEA-LU continued the provision which allows a manufacturer or supplier to
correct an incomplete certification or a certification of noncompliance after bid
opening under certain circumstances if submission of the incorrect certification
was the result of an inadvertent or clerical error. In addition, Section 3023(i) of
SAFETEA-LU added a provision to 49 U.S.C. 5323 that allows a party adversely
affected by an FTA action the right to seek review (49 U.S.C. 5323(j)(9)).

(2) Debarment and Suspension. The purpose of the so-called “integrity” regulations is
to ensure that Section 5311 funds are not given to anyone who has been debarred,
suspended, ineligible, or voluntarily excluded from participation in Federally-
assisted transactions. The U.S. General Services Administration (GSA) issues a
document titled, “Lists of Parties Excluded from Federal Procurement or
Nonprocurement Programs” monthly. DOT has issued implementing Debarment
and Suspension regulations at 49 CFR part 29. Chapter X, part 17 provides more
details.

6. FINANCIAL MANAGEMENT.

a. State Financial Management Systems. The common grant rule requires a State to
expend and account for grant funds in accordance with State laws and procedures for
expending and accounting for its own funds. Fiscal control and accounting procedures
of the State, as well as its subrecipients and cost-type contractors must be sufficient to:

(1) Permit preparation of reports described in this circular and reports necessary to
comply with other program and statutory requirements; and

(2) Permit the tracing of funds to a level of expenditures adequate to establish that
such funds have not been used in violation of the restrictions and prohibitions
applicable to the program.
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Private non-profit subrecipients must comply with the standards for financial
management systems provided in 49 CFR part 19. If States purchase vehicles and
equipment for subrecipients and subrecipients receive no cash, this requirement does
not apply to the subrecipients.

b. FTA Payment Procedures. FTA makes all payments by electronic funds transfer,
regardless of the dollar amount involved. Payments are made under the Electronic
Clearing House Operation Web (ECHO-Web) system, by means of a control number
assigned to the State. The State agrees to comply with the ECHO-Web requirements
contained in the Treasury Regulations, 31 CFR part 205, “Rules and Procedures for
Funds Transfers,” and as established by the “Guidelines for Disbursements” set forth in
FTA’s ECHO-Web system operations manual. Detailed information about ECHO-Web
can be found in Appendix A. In general:

(1) The State may initiate cash drawdowns only when actually needed for immediate
disbursements for project purposes. The State must disburse the funds drawn
down according to their Treasury-State Agreement or Subpart B of 31 CFR part
205, “Rules and Procedures for Efficient Federal-State Transfers.” The State’s
access to the ECHO-Web system may be revoked or suspended, or other remedies
may be invoked, if the State fails to expend the Federal funds within a reasonable
period, to return the funds to FTA within a reasonable period, or is unwilling or
unable to establish procedures that will minimize the time elapsing between cash
advances and the disbursement.

(2) Costs incurred and available balances are reported annually on an accrual basis, on
the Financial Status Report in FTA’s Transportation Electronic Award
Management (TEAM) System.

(3) The State agrees to provide for control and accountability for all project funds
consistent with Federal requirements and procedures for use of the ECHO-Web
system.

(4) The State may not draw down funds for a project in an amount that would exceed
the sum obligated by FTA or the current available balance for that project.

(5) The State shall limit drawdowns to eligible project costs and ensure that
subrecipients also follow applicable financial requirements.

c. State Financial Records. FTA does not maintain detailed financial records on individual
projects within a program of projects. Financial records, supporting documentation,
and all other records pertinent to a grant must be retained by the designated State
agency (and its subrecipients) and must be made readily available to authorized
representatives of the U.S. DOT and the Comptroller General of the United States for a
period of three years from the date the State electronically submits the final Financial
Status Report (SF-269A). If any litigation, claim or audit is started before the
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expiration of the three-year period, the records must be retained beyond three years,
until all litigation, claims, or audit findings involving the records have been resolved.

The State’s financial records should adequately document the computation of the
Federal share and the provision of the required local share for each kind of project. The
eligibility of any Americans with Disabilities Act of 1990 (ADA), Clean Air Act
(CAA), or bicycle projects for which the increased Federal share is claimed should be
adequately documented.

7. ALLOWABLE COSTS. Office of Management and Budget (OMB) Circular A-87
provides the Federal guidelines for allowable costs for recipients that are governmental
authorities. OMB Circular A-122 provides comparable guidance for non-profit
organizations. Expenses such as indirect costs or payments to a self-insurance fund must
be documented appropriately. The restrictions on advertising and public relations in A-87,
Attachment B, and Section 2 permit advertising and public relations for “specific purposes
necessary to meet the requirements of the Federal award.” Similar provisions are also
contained in A-122, Attachment B, and Section 1. Transit marketing and promotion are
allowable project costs under these provisions, since transit ridership is the ultimate
purpose of the Federal grant.

8. CLOSEOUT. States should initiate project closeout with subrecipients within 90 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 90 days after all
work activities for the program of projects are completed. A final Financial Status Report
(SF 269A), final budget and final program of projects are required to be submitted
electronically via the TEAM 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.

9. AUDIT. State agencies are responsible for ensuring that audits are performed consistent
with the requirements of OMB Circular A-133, “Audits of State, Local Governments, and
Non-Profit Organizations”; resolving audit findings, and bringing problems to FTA’s
attention. OMB has issued an audit compliance supplement for Section 5311 grants. FTA
has not required an annual financial audit of a subrecipient when assistance is provided
solely in the form of capital equipment procured directly by the State. Even if the amount
of FTA funds the State passes to a particular subrecipient does not trigger the requirement
for an A-133 audit, the State may wish to review A-133 audit reports prepared for
subrecipients that are required to be audited because the total Federal funds from all
sources exceed the threshold (currently $500,000). At a minimum States should require
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subrecipients to bring to the attention of the State any audit findings relevant to their use of
FTA funds.

10.REAL PROPERTY. Real property acquisition standards are included in the most current
FTA Circular 5010, “Grant Management Guidelines” and in Chapter X, “Other
Provisions.” Subrecipients may use the State’s staff appraisers to prepare required
independent appraisals.

11.CONSTRUCTION MANAGEMENT AND OVERSIGHT. The responsibility for
construction management and oversight lies with the State. FTA does not approve design
plans for construction projects by subrecipients.

12. REPORTING REQUIREMENTS.

a. Annual Program of Projects Status Reports. By October 31 each year, the State should
submit to FTA a program status report for each active grant, covering the 12-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 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
(EEOQ), 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.

b. Milestone Activity Reports. For activity line items (ALIs) for which milestones were
required at the time of grant application (for example, for vehicle procurements,
construction projects, and program reserve), the recipient should enter revised
milestone dates as part of the annual report. If the estimated completion date for the
grant has changed, the revised date should be entered, with an explanation as to why the
date was changed.

c. Financial Status Report. The State must submit electronically an annual Financial
Status Report for each active grant, for the period ended September 30. For the purpose
of this report, funds are considered encumbered when agreements are signed with
subrecipients. States should prepare the reports using the accrual method of
accounting.

d. Disadvantaged Business Enterprise (DBE) Reports. If the State receives planning,
capital, and/or operating assistance and awards prime contracts exceeding $250,000 in
FTA funds in a fiscal year, DOT regulations require the State have a DBE program.
All subrecipients that receive planning, capital, and/or operating assistance and awards
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prime contracts exceeding $250,000 in FTA funds in a fiscal year must also have a
DBE program. FTA recipients that meet the above thresholds above must submit a
DBE program goal to FTA for review by the first of August each year. FTA has
provided detailed requirements in Chapter X.

e. NTD Reports. The National Transit Database (NTD) is FTA’s primary national
database for statistics on the transit industry. Recipients and beneficiaries of FTA’s
Nonurbanized Area Formula Program (49 U.S.C. 5311) grants are required by
49 U.S.C. 5335(a) and (b) to submit data to the NTD as a condition of the award.
Specific reporting requirements are included in the NTD reporting instructions manual
issued each year. Visit the NTD website at www.ntdprogram.gov for the most recent
rural reporting manual. Section 5311(b)(4) specifies that each Section 5311 recipient
shall submit an annual report containing information on capital investment, operations,
and service provided under Section 5311. Items to be reported include total annual
revenue; sources of revenue; total annual operating costs; total annual capital costs;
fleet size and type, and related facilities; revenue vehicle miles; and ridership. The
State agency administering FTA’s Formula Program for Non-Urbanized Areas (Section
5311) is responsible for ensuring that data is collected and compiled for the data
collection and compilation from each Section 5311 