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Principles for Funding Recommendations 

The funding recommendations in this report are the result of an extensive project development and evaluation process, which is described in detail in Appendix B of this report.  SAFETEA-LU establishes a five-level scale of  “High,” “Medium-High,” “Medium,” “Medium-Low,” and “Low” for rating candidate New Starts and Small Starts projects.  Only those projects rated Medium or higher may be advanced through the New Starts and Small Starts project development processes or be recommended for funding.  As they progress through project development, projects that continue to be rated Medium or higher will be eligible for multi-year funding recommendations in the President’s budget if funding is available; the proposed project scope, cost estimate, and budget are considered firm and reliable; and local funding commitments are in place or expected to be in place at the time of a grant agreement.  FTA further notes that it will not generally recommend for funding any project which does not achieve a rating of at least Medium for cost effectiveness.  

FTA and sponsors of New Starts/Small Starts projects typically enter into a multi-year contractual agreement that formally establishes the maximum level of Federal financial assistance and outlines the terms and conditions of Federal financial participation.  For projects requiring $75 million or more in New Starts funding, the requisite agreement is the FFGA.  For projects requiring less than $75 million in Small Starts funding with a total project cost of no greater than $250 million, the requisite agreement is the PCGA.  The FFGA/PCGA defines the project, including cost, scope, and schedule; commits to a maximum level of New Starts or Small Starts financial assistance (subject to appropriation); establishes the terms and conditions of Federal financial participation; defines the period of time for completion of the project; and helps FTA and the project sponsor manage the project in accordance with Federal law.  Note that FTA may administer Small Starts funding as a capital grant for projects whose total Small Starts funding request is less than $25 million, and whose request can be met with a single year appropriation.
The FFGA/PCGA assures the grantee of predictable Federal financial support for the project (subject to Congressional appropriations), while placing a limitation on the amount of this support.  Thus, an FFGA/PCGA limits the exposure of the Federal government to cost increases that may result if project design, engineering, and/or project management is not adequately performed at the local level.  While FTA is responsible for ensuring that planning projections are based on realistic assumptions and that design and construction follow acceptable industry practices, it is the responsibility of project sponsors to properly manage, design, engineer and construct projects.  FTA is not directly involved in the design and construction of New Starts/Small Starts projects, uses its Project Management Oversight Program to obtain independent feedback on project status and progress, including the establishment of scope, budget, and schedule, as well as to provide guidance on management, construction, and quality assurance practices.  

Additional information and guidance on developing FFGAs is contained in further detail in FTA Circular 5200.1A, Full Funding Grant Agreements Guidance, dated December 5, 2002, and the FTA Rule on Project Management Oversight (49 CFR Part 633).  

When recommending annual funding allocations among proposed New Starts and Small Starts projects, FTA applies the following general principles:

· Any project recommended for new funding commitments should meet the project justification, local financial commitment, and process criteria established by Sections 5309(d) and 5309(e) and be consistent with Executive Order 12893, Principles for Federal Infrastructure Investments, issued January 26, 1994. 

· Existing FFGA commitments should be honored before any additional funding recommendations are made, to the extent that funds can be obligated for these projects in the coming fiscal year. 

· The FFGA and PCGA define the terms of the Federal commitment to a specific project, including funding.  Upon completion of an FFGA or PCGA, the Federal funding commitment has been fulfilled.  Additional project funding will not be recommended.  Any additional costs beyond the scope of the Federal commitment are the responsibility of the grantee, although FTA works closely with grantees to identify and implement strategies for containing capital costs at the level included in the FFGA or PCGA at the time it was executed.   

· Funding for initial planning efforts such as alternatives analysis is no longer eligible for Section 5309 funding under SAFETEA-LU, but may be provided through grants under the Section 5303 Metropolitan Planning or Section 5307 Urbanized Area Formula programs; from Title 23 “flexible funding” sources; or from the newly created Section 5339 Alternatives Analysis program.
· Firm funding commitments, embodied in FFGAs or PCGAs, will not be made until projects demonstrate that they are ready for such an agreement, i.e., the project’s development and design has progressed to the point where its scope, costs, benefits, and impacts are considered firm and final. 

· Funding should be provided to the most worthy investments to allow them to proceed through the process on a reasonable schedule, to the extent that funds can be obligated to such projects in the upcoming fiscal year.  Funding decisions will be based on the results of the project evaluation process and resulting project justification, local financial commitment, and overall project ratings. 

· For FY 2009, the specific Small Starts projects identified in this Annual Report which have requested less than $25 million in total Small Starts funding and have proposed a Small Starts share of 60 percent or less of total project costs are proposed in this budget to be funded under a one-year capital grant.  FTA encourages overmatch of New Starts/Small Starts funding as a means of funding more projects and leveraging state, local, and other Federal financial resources.

FTA emphasizes that project evaluation and rating is an on-going process.  As proposed New Starts projects proceed through the project development process, information concerning costs, benefits, and impacts is refined and the ratings may be reassessed to reflect new information.
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