Delinquent Year-end Reports Procedures
Background and Summary:

A key responsibility of all transit systems is to plan and budget for future services.  A number of systems are subject to specific schedules for adopting a budget because they are part of a larger entity, such as a city, which has deadlines established in the Code of Iowa.  Recognizing this, OPT tries to announce the allocations of funding for the coming years by early December each year.  Because Iowa uses performance statistics to allocate the funding, however, OPT has to have finalized stats from the previous year, by about Thanksgiving.  If finalized numbers aren’t available, OPT has been unable to provide these allocation figures. Every couple of years a situation will come up that results in delayed allocations.  During FY06, this issue became quite critical as one system didn’t even submit an initial report until January, so that by the time it was reviewed and finalized, funding allocation figures were not available until mid-February.  A number of systems asked OPT to find some way to avoid such problems in the future.

OPT has proposed a way to prevent such delays.  If a system is unable to provide finalized year-end stats by the announced deadline, OPT will substitute that system’s final numbers from the prior year, adjusted down by 2%.  This will allow the allocations for all other systems to be generated.  Once the delinquent system has finalized figures the formula can be rerun.  If it turns out that the adjusted prior year numbers resulted in a higher allocation than the actual figures would have, the system’s actual allocation would be the official one, and any excess would be prorated to the other systems.  If it turns out that the actual stats would have resulted in an allocation at least as high as that produced by the adjusted prior year numbers, that figure will become official.  If OPT determines that, based on extenuating circumstances, the system should be held harmless from at least some part of the impact of using the adjusted prior year stats, special projects funds can be used to make up the difference.

Commenters were confused by the mixing of the late year-end reports procedure and the late application penalty.  Most indicated an understanding of the need to get finalized numbers so that allocations can be supplied to systems in a timely manner.  

After reviewing the comments received, OPT will implement the proposed procedure, along with the appeal process, in its processing of FY2006 statistics to be used in calculation of FY2008 funding formulae.
Comments received and OPT Responses:
General
This seems a reasonable measure.

We agree that punitive measures should be in place to keep systems on schedule with required reporting and we are well aware of the impact that delays cause to all systems and OPT.

I think that I understand the need to take some kind of action based upon past experience.

We realize that the need to have deadlines put on reporting,

I understand the need to put controls on necessary reporting. Late reports always affect more than just the system that is late.

Some folks will always be late as they never see themselves as holding up the bus.

We agree with the OPT’s need for firm deadlines. 

I am in agreement that repetitive lateness should not be tolerated.

I support this.  
How significant is this concern?

Currently, how significant is this problem or concern for OPT staff? 

There should be some point where fines are imposed, but only when delays are causing a problem for the IDOT and/or other public transit systems.

We understand that OPT continues to struggle to receive reports in a timely fashion from some systems

Last year, notification on our targets was delayed due to a few delinquent reports

The primary concern/problem is for transit systems which are under the gun to provide proposed budgets for the next year to their city or agency administration by a deadline.  Because OPT allocates funding based on actual performance, allocation formulas can’t be run until all system’s year-end reports are finalized.  OPT tries to have the allocations run by early December, which satisfies most systems, though some would like them before Thanksgiving.  
The year-end statistical reports, which contain the data needed for the formula runs, are due to OPT by August 14th (45 days after the end of the fiscal year).  They are then screened by OPT staff and if there are questions, the transit system or systems involved are asked to reconcile or correct their reports.  Our target is to have the reconciled corrected reports by the week before Thanksgiving so the allocations can be presented at the IPTA meeting, which usually is in the last days of November/first days of December.  

Many years, it is a struggle to get everyone’s responses to review comments in so that we can meet this timeframe, and there has been slippage until later in December in some years. Last year, however, we had one system that didn’t make their initial submission of year-end information until January, so that by the time our staff had a chance to review the report and get responses back from questions, it was February before any allocation could be run and announced.  A number of systems asked that we consider changing our policies and procedures to avoid a recurrence of this.  
The proposed delinquent report procedure would allow OPT to generate the allocation figures even in a case where there are missing reports.  This would be accomplished by reverting to adjusted prior year numbers for the delinquent system.
Warning is needed before any sanction is applied

Will there be any type of communication between OPT and systems prior to assessing the two (2) percent penalty?

Will there be any type of warning or notice prior to assessing the 2% penalty for a late Consolidated Application and/or Year-End Statistical Report, or will the penalty just be assessed automatically?

Will there be a warning?

I would prefer that the manager be notified when a report is late and then if it is not addressed before it is 30 days late, then the board or supervisor be notified and the 2% penalty be initiated.

Before a penalty is imposed, the transit system should be provided a roughly two-week warning that a fine will be imposed if a report is not submitted

As presented to the June IPTA and posted to our website, OPT’s proposed changes to delinquent reporting policies included sending a notice to the transit manager’s supervisor or board chair whenever a penalty of holding payments is invoked for missing reporting deadlines.  
OPT staff is in frequent communication with systems which have not yet reconciled their stats.  Pam Lee typically calls such systems on a weekly basis , if not more often.  We would plan to send written notification to the manager of any system that doesn’t have the report reconciled by November 1, reminding them of the cut-off date (usually the end of the week before Thanksgiving) and the policy of substituting adjusted prior year numbers as a place-holder in a finalized report for their system is not in by that date.
Proposed penalty is too harsh

I would recommend the following policy to start with (if not effective, it could be strengthened in the future):

1.  A late submittal would result in official notification of the transit manager’s supervisor and/or board.

2.  After 30 days, a 1% STA penalty would be imposed.

We feel that a 2% penalty of a system’s operating assistance is excessive.

The 2% sum seems like too harsh a penalty for all violations.

We would rather see the withholding of payments policy that is currently in place be utilized with stricter enforcement than to financial penalty.

As presented to IPTA and on our website the OPT proposal does not apply a specific penalty against the delinquent transit systems allocated funding.  Rather, it says that OPT will use that system’s prior year statistics, reduced by 2%, as a substitute for the missing report in the formula calculations.  Once real final numbers for the system are finally available the formula would be rerun to make sure that the policy wasn’t allocating the system ore funding than their actual performance justified.  (They could go down, but not up—exactly like the policy we have concerning any corrections to “finalized” reports that come to light after the deadline.)  The impact of this would vary based on circumstances.  If the system is in a growth mode this could mean they would lose more than two percent.  If their performance is dropping, they could potentially see no difference from what their current stats would have produced.  
There was consideration of just using the systems prior year stats, but this would result in penalizing only systems in a growth mode, which was not considered desirable.  The 2% was chosen since this would create a disincentive to most systems.

The are two possible ways to provide people with allocations when we don’t have all reports finalized and avoid any penalty to the delinquent system.  The first would be to inflate their prior year numbers to make sure that enough money is reserved to avoid any loss.  All other system would therefore get reduced allocation numbers.  The numbers for the other systems could later be adjusted upward, but we know from several systems that any state or federal funding they receive over and above the estimates used in their budget, just results in a reduction of local support for their program.  The second would be to use special projects funds to hold the delinquent system harmless, or to reduce the impact of the policy, once they finally got their information finalized.  
It should be noted that the action proposed is not happening at the point a transit system misses the deadline for submission of such reports, or even 30 days after that point, but slightly over three months beyond that point.  In a case where no initial report was submitted, as last year, the system was subject to withholding of transit payments from the time that they missed the initial deadline, until they got their report in, but that didn’t give us the ability to generate the allocation information that the other systems needed. 
Policy should have provision for extenuating circumstances

Penalties should only be assessed when gross abuses (intentional, deliberate, repeated tardiness, etc.) in the system occur without reason or extenuating circumstances.

I think there needs to be a process for considering “special circumstances” that may justify a late submittal.

We see nothing about an appeal process or a clause for circumstance beyond the transit systems control or errors or late information from FTA or OPT?

What effect will there be for extenuating circumstances such as loss of a director or key personnel at reporting time? 

Unfortunately, even in the case of extenuating circumstances, a system must be held accountable.  The managers have a responsibility to assure that there is a “back-up” person able to perform and submit the work, in the absence of the primary person.

Exactly what circumstances will warrant an extension or penalty?

As proposed, no “extensions” would be granted.  As noted above, special projects funding could be used to reduce the impact of the policy on a delinquent system , if that was considered justified. 

Need to have an appeal process

Is there a proposed appeals process? There may be extenuating circumstances that affect how submission of timely information, including those that may be caused by OPT or FTA

We are also concerned that this policy does not include any allowance for extenuating circumstances or any appeal process.

Extenuating circumstances may cause reports to be late or incomplete. Will an appeals process exist for those situations?

Under the OPT proposal, implementation of the policy will be automatic if the cut-off date is reached with one or more finalized reports not in.  Appeals may be made to the Director of the Office of Public Transit, who will determine whether sufficient justification exists to use STA special projects funds to partially of fully hold the delinquent system harmless from the consequences of this action.
What happens to penalty funds?

How will the penalties be managed, tracked or expended by OPT?

What will OPT do with the money that they get from accessing this penalty?

What would become of the funds that would be retained; will they be redistributed?

I would be interested in knowing the use and/or distribution of that 2%.  I wouldn’t want it to just sit around and “do nothing”.  One potential use would be to add it into the capital pool.

As noted above, there will not be a penalty amount taken away from a system under the delinquent reports procedure.  The use of adjusted prior year stats in the formula likely means that other transit systems receive slightly more than they might have otherwise.  Once all finalized stats are in, should it be determined that, despite the adjustment to the prior numbers, a delinquent system still was allocated more funds than their numbers would justify, the lower number would be used and the difference prorated to all other systems. (By using the 2% adjustment, it is expected that this eventuality should be extremely rare.)
Lateness is problem with state staff as well

Similar problems have been experienced by transit systems trying to get reimbursed by OPT for training fellowships over the years with applications getting lost, misplaced, and in some instances, never reimbursed.

Quarterly and annual reports should be reviewed by OPT, and questions (if any) asked, within 45 days of receipt.

Failure of OPT staff to review “dead-lined” materials in a timely manner should result in a letter from the affected system to the Commission.

If OPT staff are failing to perform appropriately, it should be reported to Michelle McEnany as Director of that office.

Other

Is there a precedent for assessing penalties within OPT?

In recent years the only “penalty” that OPT has used is the withholding of payments to systems that are delinquent in their reporting or loan repayments, until the report of repayment comes in. 
We do not want to give the OPT bad information. We would rather be late than wrong.

We understand that there is a dilemma involved.  We certainly do not want bad information submitted.  We feel that the present proposal gives us an appropriate way to deal with the situation.
For some systems, getting reports in on time will require adding more administrative overhead costs.

Filing required reports in a timely manner is one of the conditions for receipt of the state and federal transit assistance funds administered by OPT.  Systems need to staff appropriately.
What can you tell us about the assessment of penalties?

As noted above, the withholding of OPT-controlled payments is the only sanction OPT has used.  Nearly every Iowa transit system has been subject to this at some time or other.  It is written into all of our Joint Participation Agreements and is applied automatically when a deadline is missed. Our policy is to inform the affected system that the withholding is in effect, and what they need to do to have it cancelled (and any funds released).  Under the proposed new policy, such notices will go to the transit manager’s supervisor or board chair as well as to the manager.  
The effectiveness of this measure depends on the system.  Some systems seem to have no problem going multiple quarters without receiving payments; while others indicate that they are in desperate straits if they miss a single month.   
While the withholding policy can potentially affect all payments to a system that is delinquent, we have generally chosen not to withhold capital reimbursements, as that action could cause a hardship on vendors.  There can also at times, be communications issues internally here, and so some payments (such as fellowships, etc.) as might get made even though a withholding policy is in effect. We also use a “floating” withholding period.  In-other-words, if a system if having payments withheld for certain required 2nd quarter reports, then they also miss 3rd quarter deadlines, once they have submitted all the 2nd quarter materials, we will release all payments that would normally have been made before the 3rd quarter materials became overdue.  
Payments from other DOT offices, such as fuel tax refunds are not subject to the withholding, but delinquency on fuel tax reports can trigger an OPT withholding.
Who on your staff will do this?

Pam Lee is the staff person who coordinates the review of reported statistics and the calculation of formula allocations.  She will handle the advance notices to systems approaching the annual cut-off date without a finalized report.  She will work with Peter to make the automatic substitute of adjusted prior year numbers, if necessary.  Pam is also the lead on tracking delinquencies on other required reporting.

Please clarify – if a system is late with both the Consolidated Transit Funding Application and year-end reports, does that system have a 2% or a 4% penalty?

A system that has had adjusted prior year numbers used in it’s formula allocation, could potentially also be subject to a penalty for a late application, if that policy is adopted.
As we understand, the two (2) percent penalty is attached to submission of the Consolidated Grant and year-end reports. Thereafter, any other types of reports that are late will affect monthly STA payments, correct? Presumably, the penalties are assessed only for that period of time.

The policy of withholding of OPT-controlled payments if a system is delinquent on submission of required reports or loan repayments, applies only as long as those items are delinquent.  As noted above we track each delinquency, so some funds can be released to a system for getting partially caught up, even if they are now overdue on a new set of reports.
What will become of the withheld monthly STA funds for failure to meet other reporting deadlines? Will those funds be paid to the transit system after satisfactory completion of the reports in question?

Yes—see explanations above.
It’s unfortunate for the whole state to be penalized for the actions of a few.  

We would agree. This new policy is designed to avoid making all other systems suffer because one system can’t get a report finalized on time.
