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Valley Metro Rail, the governing agency for rail transit initiatives in the Phoenix metropolitan area, is proposing to implement a 19.6-mile, 27 station light rail transit (LRT) project from the Chris-Town Mall area in Phoenix, through the downtowns of Phoenix and Tempe, to the city of Mesa.  The proposed project includes construction of a maintenance and storage facility, seven new surface park-and-ride lots (accommodating approximately 3,500 parking spaces), a bridge over Town Lake in Tempe, a bridge at 48th Street in Phoenix, and the acquisition of approximately 36 LRT vehicles.  The system is proposed to operate at 6-minute peak headways.  The Central Phoenix/East Valley LRT is the area’s first step in what it envisions as a 25-mile light rail system connecting the cities of Phoenix, Tempe, and Mesa.  

The Phoenix metropolitan area has a population of 3.4 million and has experienced a growth rate of 45 percent between 1990 and 2000.  Resident population is expected to increase an additional 55 percent in the metropolitan area over the next 20 years, and by the year 2020, 225,000 employees are expected to work and 190,000 residents are expected to reside within ½ mile of the proposed stations.   Expansion of congested roadways in the core of the metropolitan area is not feasible because the area is already extensively developed.  Travel demand forecasts by the Maricopa Association of Governments (MAG), the area’s metropolitan planning organization, indicate that almost all freeway lanes in this core area will be congested during peak periods by 2020.  The proposed LRT system is expected to provide needed capacity to meet projected demand in the corridor and link many of the region’s key activity centers, including Bank One Ballpark, America West Arena, Civic Plaza, Herberger Theater, Arizona Science Center, Phoenix Art Museum, Symphony Hall, Sky Harbor International Airport, Papago Park, Phoenix Zoo, Desert Botanical Garden, Red River Music Hall at Tempe Town Lake, Wells Fargo Arena, and the Sun Devil Stadium.  The alignment would also access the Arizona State University main and downtown campuses, Gateway Community College and the East Valley Institute of Technology, serving a combined student population of 60,000.    

	 Summary Description

	Proposed Project: 
	Light Rail Transit

	 
	19.6 Miles 

27 Stations

	Total Capital Cost ($YOE):
	$1,412.2 Million  (includes $158.9 million in finance charges)

	Section 5309 New Starts Share ($YOE):
	$587.2 Million (41.6%)

	Annual Forecast Year Operating Cost: 
	$35.6 Million

	Ridership Forecast  (2020):
	49,900 Average Weekday Boardings

	 
	28,000 Daily New Riders

	Opening Year Ridership Forecast (2009):
	26,100 Average Weekday Boardings

	FY 2006 Finance Rating:
	Medium-High

	FY 2006 Project Justification Rating:
	Medium

	FY 2006 Overall Project Rating:
	Recommended


FTA expects to execute a Full Funding Grant Agreement (FFGA) for the Central Phoenix/East Valley Light Rail project in FY 2005.   

Project Development History and Current Status
After completing a major investment study in February 1997, MAG adopted LRT for the Central Phoenix/East Valley corridor into its financially constrained long range plan.  FTA granted Valley Metro Rail permission to enter preliminary engineering (PE) on a 13-mile segment of the corridor in September 1998.  FTA subsequently approved PE on 20.3 miles of the proposed system the following year.  On March 14, 2000, city of Phoenix voters passed a sales tax referendum that increased the local sales tax rate by 0.4 percent, all of which is dedicated to transit development.  Valley Metro Rail completed the NEPA process and received a Record of Decision on the Central Phoenix/East Valley Light Rail project in February 2003.  The project was approved for entry into final design in July 2003, and recommended for funding in the President’s FY 2005 Budget.  Valley Metro Rail has begun purchasing right-of-way, relocating utilities, and constructing the maintenance facility for the project under a Letter of No Prejudice from FTA.  During final design and in preparation for the FFGA, FTA conducted an independent risk assessment, while Valley Metro Rail completed a risk management plan.  On November 23, 2004, FTA submitted the FFGA for the Central Phoenix/East Valley Light Rail project to Congress for its 60-day review.  The project has an anticipated revenue operations date of December 2008.

Significant Changes Since Last Evaluation (November 2003)
The total project cost for the Central Phoenix/East Valley Light Rail project increased by $34 million, reflecting an extension of the construction schedule.

Project Justification Rating: Medium
The Medium project justification rating reflects the Medium-Low rating for cost effectiveness and the Medium rating for transit-supportive land use.  
Cost Effectiveness Rating: Medium-Low
The Medium-Low cost effectiveness rating reflects a sufficient level of travel-time benefits (15,300 hours each weekday) relative to the project’s annualized costs.  The estimate of costs and benefits of the project is considered very reliable. 
	Cost Effectiveness MERGEFIELD CostEff 

	Cost per Hour of Transportation System User Benefit 

Incremental Cost per Incremental Trip
	New Start vs. Baseline

$24.04*

$13.36


* Indicates that measure is a component of Cost Effectiveness rating.

The Central Phoenix/East Valley LRT guideway is anticipated to provide faster, more reliable transit service to key activity centers than comparable bus service operating on the region’s congested highway network.  Over 40 percent of travel-time benefits are attributable to work trips to downtown Phoenix and Sky Harbor Airport from North Central Avenue and the Tempe/Mesa areas.  About 20 percent of the travel-time benefits accrue to individuals making non-work trips between Mesa, Tempe, and downtown Phoenix, and to students traveling by transit to Arizona State University.  A significant level of benefits are attributable to park-and-ride commuters accessing the system from communities throughout the Phoenix metropolitan area.

A review of the capital cost estimate and contingencies, as well as a risk assessment undertaken by FTA, indicate that there is a very high level of confidence in the capital cost estimate.  Construction bids that have been received for elements of the project are well within the project’s budget.  

Transit-Supportive Land Use Rating: Medium MERGEFIELD LandUse 
The Medium land use rating reflects the Medium rating assigned to each of the following subfactors. 

Existing Land Use: Medium
· Over 165,000 employees are estimated to work within ½ mile of proposed station areas.  Existing population density in the corridor is approximately 4,600 persons per square mile.

· The proposed alignment is characterized by predominantly low-density residential, commercial, and industrial uses with two higher-density nodes in downtown Phoenix and downtown Tempe.  

· The corridor contains several high trip generators, including the 20,000-seat America West Arena, the Phoenix Civic Plaza/Convention Center, the 49,000-seat Bank One Ballpark, Sky Harbor International Airport, and the campus of Arizona State University (44,000 students and 14,000 employees).  The corridor also contains several of the largest employment centers in the region.  

Transit-Supportive Plans and Policies: Medium
· Local jurisdictions and agencies have implemented transit-supportive plans and policies in the corridor. 
· Local jurisdictions in the project corridor have produced several documents designed to provide models for local plan updates such as Urban Design Guidelines, a Model Transit-Oriented District Overlay Zoning Ordinance, and Pedestrian-Oriented Design Standards. 
· Examples of initiatives being adopted by the participant cities include a transit-oriented district overlay zoning ordinance in Phoenix, a zoning code revision in Tempe, and the application of a bonus intensity zone in Mesa that removes density restrictions.
· Downtown Phoenix and the city of Tempe have instituted strong parking measures, such as the removal of minimum parking requirements for new office and retail development in the Phoenix CBD and the implementation of an area-wide parking management system in Tempe.
· An economic development/corridor market study has been completed for a set of proposed stations.   

Performance and Impacts of Policies: Medium  

· New transit-oriented housing developments are under construction and in various stages of development both in Phoenix and Tempe.  Several projects have recently been completed while new projects are now under construction or are being planned.  Commercial development in downtown Phoenix, particularly in Copper Square, has also been strong.

· Phoenix is planning to expand both its Convention Center and the Translational Genomics Research Institute adjacent to the alignment. 
· Arizona State University is planning a major campus expansion in the Phoenix CBD adjacent to the alignment.     

Other Project Justification Criteria 

	Mobility Improvements Rating: Medium-High  MERGEFIELD Mobility 

	Within ½-mile radius of boarding areas:

       Existing Employment 

       Projected Employment (2020)

       Low Income Households (% of total HH)
Average Per Station:

      Employment

      Low Income Households 

Transportation System User Benefit Per Project Passenger Mile (Minutes)


	165,800

225,500

7,300 (24%)
6,138*

271*

New Start vs. Baseline
3.54*

	Environmental Benefits Rating: High  MERGEFIELD Environmental 

	Criteria Pollutant (Reduction in tons) 

Carbon Monoxide (CO)

Nitrogen Oxide (NOx)

Volatile Organic Compounds (VOC)

Particulate Matter (PM10)

Carbon Dioxide (CO2)

Criteria Pollutant Status

Ozone 

Carbon Monoxide

Particulate Matter

Annual Energy Savings (million British Thermal Units)


	New Start vs. Baseline 

83

18

12

1

4,634

EPA Designation

Serious Non-Attainment*

Serious Non-Attainment*

Serious Non-Attainment

55,483



	Operating Efficiencies Rating: Medium  MERGEFIELD OpEff 

	System Operating Cost per

Passenger Mile (current year dollars)
	Baseline

$0.742*
	New Start

$0.689*




* Indicates that measure is a component of rating for each criterion. 
N/A indicates information was not available for this entry.
Local Financial Commitment Rating: Medium-High
The Medium-High local financial commitment rating is based upon the Medium-High rating for the proposed New Starts share, capital finance plan, and operating finance plan.
Section 5309 New Starts Share of Total Project Costs: 42% 

Rating: Medium-High

Valley Metro Rail is requesting a New Starts share of under 42 percent of total project costs, which equates to a Medium-High rating for this measure.

	Locally Proposed Financial Plan

	Source of Funds
	Total Funds ($million)
	Percent of Total

	Federal: 

Section 5309 New Starts

Flexible Funds (CMAQ)


	$587.2

$59.8
	41.6%

 4.2%

	Local:

City of Phoenix

City of Tempe

City of Mesa
	$536.0

$201.8

$27.4


	37.9%

14.3%

1.9%



	Total:  
	$1,412.2
	100.0 %


NOTE:  The financial plan reflected in this table has been developed by the project sponsor and does not reflect a commitment by DOT or FTA.  The sum of the figures may differ from the total as listed due to rounding.  
Capital Finance Plan Rating: Medium-High  

The capital finance plan is rated Medium-High, based upon the average of the ratings assigned to each of the subfactors listed below.  Each of those subfactors was rated Medium-High or High with the exception of capital funding capacity, which was rated Medium.
Agency Capital Condition: Medium-High
· Valley Metro Rail’s bus fleet has an average age of 5.4 years, which is younger than the industry average.

· The local jurisdictions supporting Valley Metro Rail have excellent bond ratings (Phoenix: Moody’s AAA, Standard & Poor’s AA+, Tempe: Moody’s AA+, Standard & Poor’s Aa2:  Mesa: Moody’s AA-, Standard & Poor’s A1) 

Completeness of Capital Plan: High 
· The capital plan is thorough and complete.  It includes a 20-year cash flow statement, identification of all funding sources, evidence of commitment of funds, descriptions of contingencies and assumptions, supporting documentation, and a sensitivity analysis.  
Commitment of Capital Funds: High

· 100 percent of non-New Starts funding is committed. Federal flexible funds (CMAQ) are fully programmed for the project by the Maricopa Association of Governments.  Phoenix and Tempe funds derive from transit sales taxes levied in each city; Mesa’s contribution derives from its general fund.

Capital Funding Capacity: Medium
· The city of Phoenix can cover cost increases or funding shortfalls of up to 13 percent of its share of project costs.  The city of Tempe can cover cost increases or funding shortfalls of up to 11 percent of its share of project costs.  The capacity of Mesa was not evaluated, since it has little cost exposure (only 2% of the total project cost).
Capital Cost Estimate and Planning Assumptions: Medium-High
· Projected sales tax growth rates are less than historical experience and other funding assumptions are reasonable or conservative.  

· The capital cost estimate was validated in a risk assessment and was found to have a high probability of being achieved.  Construction bids have been received for major elements of the project and are within the budget.

Operating Finance Plan Rating: Medium-High
The operating finance plan is rated Medium-High, based upon the average of the ratings assigned to each of the subfactors listed below.  Each of those subfactors was rated Medium-High or High.
Agency Operating Condition: High

· Each city is in very good financial condition, with a history of transit service expansion and an absence of financial difficulties.

· Phoenix and Tempe’s current ratio of assets to liabilities as reported in each of their respective audited financial statement exceeds 3.0.  Mesa does not report a current ratio for its transit operation, but the funding source that will contribute to the LRT project’s operations has a current ratio of 3.0.
Completeness of Operating Plan: Medium-High
· The plan is complete and includes more than five years of historical operating statistics.  All key assumptions are identified with an adequate level of supporting detail. 

Commitment of Operating Funds: Medium-High
· Slightly less than 100 percent of operating funding is committed; some operating funds in the opening year of the project (FY 2009) are Federal funds that are outside the current programming period.  Approximately 70 percent of the operating funds will be from sales taxes levied for transit purposes in the cities of Phoenix and Tempe.  
Operating Funding Capacity: High 
· Valley Metro Rail’s financial plan shows projected cash balances, reserve accounts, and/or access to credit exceeding 50 percent of annual operating expenses.

Operating Cost Estimates and Planning Assumptions: Medium-High
· The project operating costs appear to be very conservative, but bus costs and revenues are optimistic.  However, this is offset by a high forecasted cash balance that would be able to absorb a higher operating subsidy.  

· Sales tax forecasts are based upon a conservative assumption of a growth rate that is lower than historical experience. 
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