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SUBJECT:  

Rail Fleet Management Plan review procedures and requirements 





for PMO Contractor Deliverables

APPLICATION:  
This guidance applies to all Project Management Oversight (PMO) 





Program Task Orders for contracts awarded after FY03.

PURPOSE:  

The purpose of fleet management plans submitted in support of an application for an FFGA is to ensure that the applicant’s transit service will not be degraded as a consequence of the design and construction of the new starts project, and that the applicant will have adequate service to meet the transit demand for the years leading up to and following construction of the new starts project. 




Provide a major input to FTA in its determination that the grantee fleet management plan is adequate, or could be made adequate with modifications. 

I.  
Background 

FTA in a 1999 Dear Colleague letter (“Letter”) defined the purpose of a fleet management plan is to encourage a transit operator or grantee to properly plan for and carry out the overall management of its vehicle fleet.  Because of scarce resources, the letter stated that the importance of having a plan cannot be overstated.  It also established an outline format to assist in FTA’s review of fleet management plans and presented a general plan outline to assist grantees in preparing their plans.  The letter stressed that the items in the outline section were to be viewed as minimums, and not as the only items incorporated in the fleet management plan. 

FTA’s “Guidance for Transit Financial Plans”, dated June 2000 goes on to state at page 17 that projections of operating costs, ridership and fares for the proposed project and existing system are often estimated as part of the alternatives analysis and refined in the DEIS/FEIS. The number of rail vehicles and busses in service, vehicle retirements, acquisitions and overhauls and the associated annual costs are documented in the bus and rail fleet management plans.  

A transit operator needs to address the key factors necessary to make effective decisions on equipment needs and future vehicle demand, one of which is the spare ratio of rail cars.  A specific spare ratio based on standards established according to industry "best practices" is an effective means of avoiding inefficient railcar investments. 

It is understood that the spare ratio will vary from operator to operator.   FTA’s Circular 9030.1C states that "because rail transit operations tend to be highly individualized, FTA has not established a specific number to serve as an acceptable spare ratio for rail transit operations".  This fact does not exclude any property from the requirement of a fleet management plan, but allows grantees flexibility to determine service requirements in their area.   Circular 9030.1C further states that "the grant applicant’s rail vehicle spare ratio and the rationale underlying that spare ratio will be examined as part of the grant application review whenever FTA assistance is requested to purchase rail vehicles and during the triennial review".

The letter went on to state that FTA desires to ensure that adequate guidance is available to assist grantees in making educated judgments on how scarce resources are used in capital investment decision-making and to protect the federal investments in transit systems.  Implementation of a fleet management plan through these "best practices" will enable transit systems to achieve optimal life expectancies and appropriate spare rail car ratios.  

As stated in the letter, FTA does not specify a rail car spare ratio, but operators are required to justify spare ratio calculations in a fleet management plan.  The fleet plan will be examined during triennial reviews and reviewed in grant requests for vehicle acquisition, rehabilitation, or overhaul.  FTA Circular 9030.1C – Urbanized Area Formula Program: Grant Application Instructions dated October 1, 1998, Chapter V, Section 15. Fixed Guideway Rolling Stock, paragraph b(5) Spare Ratio Policy, contains a requirement that grantees prepare and maintain a fleet management plan.  The Circular states:

“An operator of a rail system must have in its file available upon request by FTA a fleet management plan that addresses operating policies (level of service requirements, train failure definitions and actions); peak vehicle requirements (service period and make-up, e.g., standby trains); maintenance and overhaul program (scheduled, unscheduled, and overhaul); system and service expansions; rail car procurements and related schedules; and spare ratio justifications.”

FTA has also issued guidance to grantees on the requirement for fleet management plans by all transit agencies that have a rail system-light, heavy, commuter or other, either in existence or in the new starts approval process in its Full Funding Grant Agreement Circular (C5200). The relevant FFGA circular material is contained in Chapter II, Section 7 which in part states…

“7.
RAIL AND BUS FLEET MANAGEMENT PLANS.  Together with the Project Management Plan, an applicant must submit rail and bus fleet management plans.  FTA will not approve or disapprove the applicant’s fleet management plans, per se, but the FTA Regional Office and the Program Management Oversight contractor will review the adequacy of those plans as part of FTA’s assessment of the applicant’s technical and financial capacity.

a.
General.  The purpose of fleet management plans submitted in support of an application for an FFGA is to ensure that the applicant’s transit service will not be degraded as a consequence of the design and construction of the new starts project, and that the applicant will have adequate service to meet the transit demand for the years leading up to and following construction of the new starts project.  

b.
Rail Fleet Management.  A rail fleet management plan should enable a transit operator to properly plan for and carry out the overall management of its entire fleet of locomotives and rail cars.  An effective plan will address all the factors that are relevant to the operator’s determinations of current and future equipment needs in light of demand, focusing on (a) vehicle life expectancy, (b) the requirements for peak and spare vehicles, (c) strategies for acquisition of new vehicles, and (d) strategies for maintenance and operations.  Basic FTA policy on service life, replacement, and overhaul of fixed guideway rolling stock, including spare ratio, early disposition, and like-kind exchange, is set forth in FTA’s Circular 9030.1C, “Urbanized Area Formula Program: Grant Application Instructions,” at Chapter V, paragraph 15.

At a minimum, the rail fleet management plan submitted in support of a new starts project should reflect a 10-year time frame.  Logically, the historical and empirical data compiled through past and current operations of a rail fleet will set the starting point for certain portions of the plan.  A rail fleet management plan should address in detail the composition of the fleet, operating conditions, maintenance, facilities, peak vehicle demand, and spare ratio.  Guidance on rail fleet management plans may be obtained from FTA Regional Offices. 


FTA recognizes that every rail fleet is unique to the environment in which it operates.  Several years may pass from the development of technical specifications through the bid process, technical reviews, contractor award, engineering, prototype testing and analysis, to actual production and, ultimately, revenue service.  Thus, the rail fleet management plan is a dynamic, not static, document.  When a plan needs to be revised, however, whatever the reason, a draft of the revised plan should be submitted to the FTA Regional Office for review and comment. “

The “Dear Colleague” letter noted that FTA’s Regional Office would review all fleet management plans for their completeness in addressing the key factors outlined in FTA’s guidance.  Although the “Dear Colleague” letter stated that no formal approval or acceptance process for the respective fleet management plans was needed, for those projects with FFGAs, the FFGA circular states that fleet plans are “explanatory, supporting or supplementary” documents to a grantee’s FFGA application. Further, the FFGA circular states in Chapter II that… 

“Application” is defined in the text of an FFGA, in pertinent part, as “those documents and written submissions filed by or on behalf” of the applicant “pursuant to its request for Federal financial assistance…and relied upon by the Government as satisfaction of the legal and policy requirements of Grant award.  The Application includes all explanatory, supporting, or supplementary documents related to the Project that the Government relied upon in its determination to obligate and award Federal funds for the Project….”  (Emphasis added.)  

After the fleet plan has been reviewed by FTA and all comments incorporated into the plan by the submitting agency, the grantee was to keep a copy on file for review upon request. The guidance went on to note that the fleet management plan will need to be updated from time to time as changes occur within the transit agency—acquisitions, replacement, rebuild/rehab, changes in headway or level of service, etc. It went on to note that when updates are made, the plan will be reviewed and comments provided back by the Regional Office to the grantee.  Lastly, it outlined the requirement to keep the plan current and what types of event would “trigger” the requirement to update the plan. 

The letter noted that the PMO contractor may be asked to:  

· Share its knowledge of fleet management practices with the grantee;

· Assist in identifying materials that are crucial to the successful development of a fleet management plan;

· Provide plans that have been found complete and reasonable as models of "best practices" among grantees;

· Provide further outlines of the elements in a fleet management plan that makes it comprehensive and acceptable to the grantee’s operation;

· Participate in the review of the fleet management plan to ensure the plan is comprehensive and complete in its analysis of the rail operations; 

· Serve as a resource by lending its experience and knowledge of other plans that are completed or viewed as exhibiting "best practices" in the industry.

Scope of the Requirement: 

From time to time, FTA may require the PMO contractor to provide services or deliver products or outcomes during project development that continuously review and evaluate various grantee fleet management plans, processes or products as an ongoing activity in order to report findings and make recommendations as to the accuracy, adequacy and reasonableness of the grantee’s Rail Fleet Management Plan and supporting data, plans and documentation.

FTA may require the PMO contractor to conduct on-site inspections of equipment, facilities, data, documentation, or records to evaluate the grantee's effectiveness in implementing the fleet management plan in conformance with the grant agreement, sound operating or engineering practices, or other statutory and administrative requirements. Inspection visits may be made, for example, to follow up on information received from the grantee about an event with significant impact on the project, or to determine whether the grantee has adequately implemented the fleet management plan.  

The products and outcomes resulting from the PMO contractor’s monitoring efforts are major inputs to FTA’s determination that the grantee’s acquisition or operation of rail vehicle equipment and related items has demonstrated or continues to demonstrate that it is an optimal Federal investment that best meets the grantee’s operational requirements and business objectives and FTA’s objectives for mobility, clean air, community development and quality of life.  

Subtask No. 25A – 
Review of Grantee’s Rail Fleet Management Plan   

The contractor as directed in the specific task order shall review grantee documentation, perform its own technical review and physical inspections, characterize the grantee’s fleet management plan and validate the grantee’s plan and operating assumptions in conformance with these procedures. The PMO contractor shall evaluate and assess the accuracy, adequacy and reasonableness of the grantee’s Fleet Management Plan and its supporting plans and documentation using the following criteria:

1. The grantee’s existing transit service in terms of level of service, operating costs, reliability, quality and support functions, will not be degraded as a consequence of the design and either the manufacture of the equipment, or construction of the project, and that the grantee will be able to provide adequate service to meet the transit demand for the years leading up to and following either the delivery of the equipment/facility or construction of the project;  

2. Fleet operations (present and future) as described in the plan are substantially consistent with that adopted in the Record of Decision (if applicable), sufficiently complete in detail and analysis (Fleet plan or supporting documentation) to readily demonstrate (1) Grantee’s ability to maintain and consistently improve the current level, operating costs, reliability and quality of revenue service for the years leading up to and following construction of the project; ( the plan also provides details of existing and planned rail vehicle procurements as well as any rebuilds that extend the life expectancy of the equipment, any overhaul/rebuild programs; schedule to complete, effects to vehicle availability and useful life, etc., to the fleet.) 

3. The grantee has selected a sufficient time frame, (at a minimum 10-year time frame) and compiled sufficient historical and empirical data from past and current fleet operations  

4. The grantee can properly plan for and execute the overall management of its entire fleet of vehicles and related support functions and equipment, addressing all the reasonably foreseeable factors that are relevant to the determination of current and future equipment needs in light of demand for service and should address in detail the composition of the fleet, operating conditions, maintenance, facilities, peak vehicle demand, and spare ratio; 

5. The grantee’s management is competent and capable of providing leadership and direction on matters of (a) the requirements for peak and spare vehicles including schedule spares, maintenance spares, parts spares, (b) the requirements for support functions such as heavy maintenance, capital and operating parts inventory and information technology (c) strategies for acquisition of new vehicles or overhauling existing equipment and tradeoffs between them, (d) strategies for maintenance and operations including reducing spare vehicles and (e) strategies for reducing operating costs and increasing service reliability.

6. The grantee's information system reliably provides needed operating and financial data such as current estimates of vehicle operating costs, reliability and life expectancy, for decision-making and performance review. 
7. The plan is formatted along the lines of the guidance given in FTA’s guidance specifically with respect to (a) definition of terms, (b) description of existing system and expansion plans, both project and non-project related; (c) the Demand for Revenue Vehicles and Operating Spare Ratio have been calculated in conformance with FTA guidance; (d) the grantee has reconciled demand versus supply in determining if additional vehicles will be needed, overhauled, procured or other changes in maintenance practices, inventory, information technology, capital investment will be implemented instead; (e) the grantee has adequately defined the preventive maintenance and schedule established for the existing and procured/overhauled rail car fleet; (f) the plan discusses the grantee’s reliability program, past performance and plans to improve reliability including profile monitoring and support of maintenance as well as failure rates and rail cars out-of-service as well as providing train failure definitions and actions;

8. Grantee in its selection and specification of vehicle equipment and systems has matched the appropriate technology with the planned transit applications for the best performance at the lowest cost.

9. Grantee estimates of Costs, service levels, quality, or reliability are mechanically correct and complete, consistent with the grantee-defined methodologies and free of any material inaccuracies or incomplete data.

10. Grantee forecasts and schedule are also mechanically correct and complete, consistent with the plan scope and project scope adopted in the Record of Decision (if applicable) and the proposed Revenue Operations Date as well as free of any material inaccuracies or incomplete data. 

Subtask 25A: Review of Grantee’s Rail Fleet Management Plan   

The contractor as directed in the specific task order shall review grantee documentation, perform its own technical review, characterize the grantee’s fleet management plan and validate the grantee’s plan and operating assumptions in conformance with these procedures. The contractor shall also evaluate and assess the accuracy, adequacy and reasonableness of the grantee’s Fleet Management Plan and its supporting plans and documentation in conformance with these procedures.  

The period for performance, compensation and payment terms will be specified in the TO. 

(Note that monitoring of grantee’s management plans, including Fleet management plans shall be performed in conformance with other procedures and is not considered within the scope of this guidance.)
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