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(November 2005)

The Minnesota Department of Transportation (Mn DOT), in cooperation with the Northstar Corridor Development Authority (NCDA), is proposing to construct a 40-mile minimum operable segment (MOS) commuter rail line that would connect the Minneapolis central business district (CBD) with the town of Big Lake.  The commuter rail line would operate on an existing Burlington Northern Santa Fe (BNSF) freight rail line and would include a vehicle maintenance facility, layover facility, and requisite track and signal upgrades.  The project also includes a four-block extension of the existing Hiawatha light rail transit (LRT) line from its current terminus at 5th Avenue North in the Minneapolis CBD to a proposed multimodal station at 3rd Avenue North, where the Northstar rail line would terminate.  The Northstar commuter rail line would operate 18 weekday trips with 30-minute headways during peak periods.  Five of the proposed six stations include park-and-ride lots that would provide over 2,400 parking spaces.  The MOS is part of a larger proposal to construct an 82-mile commuter rail line from Minneapolis to Rice, Minnesota.       

The Northstar Corridor is considered one of the fastest growing areas in the Twin Cities metropolitan region.  It includes the fully developed urban core and several rapidly growing suburban areas.  Major highway routes into the CBD are at capacity during peak periods for commuters from the north and northwest.  By 2025, travel along the corridor’s main arterials is projected to increase significantly, with the number of trips in the corridor expected to grow by over 30 percent and the number of inbound trips to the Minneapolis CBD estimated to increase by almost 75 percent.  This growth in travel is anticipated to result in longer automobile travel times in the corridor.  Increasing roadway capacity to meet growing travel demand is constrained by geography and existing development; the Mississippi River limits the number of access points to the CBD from the north.  By avoiding roadway congestion surrounding downtown Minneapolis, the project is expected to provide improved mobility for peak period commuters.           

	 Summary Description

	Proposed Project: 
	Commuter Rail; Light Rail Transit

	 
	40 Miles Commuter Rail; 0.3-miles LRT 

6 Stations

	Total Capital Cost ($YOE):
	$265.2 Million

	Section 5309 New Starts Share ($YOE):
	$131.0 Million (49.4%)

	Annual Forecast Year Operating Cost ($YOE): 
	$12.0 Million

	Ridership Forecast (2025):
	5,600 Average Weekday Boardings

	 
	1,300 Daily New Riders

	Opening Year Ridership Forecast (2009):
	4,000 Average Weekday Boardings

	FY 2007 Finance Rating:
	Medium

	FY 2007 Project Justification Rating:
	Medium

	FY 2007 Overall Project Rating:
	Medium


In late November 2005, Mn DOT added $24 million in contingencies to the project cost estimate which are not reflected in this evaluation.  While the contingencies mitigate some of FTA’s concerns with the project’s cost estimate, they will have a negative impact on the value of its cost effectiveness.  

Mn DOT has made significant progress in the last year towards advancing the project into final design.  Mn DOT must finalize the scope, schedule, and right-of-way costs for the project and advance it into final design by September 30, 2006 or it will be removed from preliminary engineering (PE) status.   FTA further notes that the cost effectiveness rating of the project is Medium-Low.  The project would need to receive a cost effectiveness rating of Medium to be recommended by FTA for a Full Funding Grant Agreement.  FTA understands the need for approval of capital funding for the project by the Minnesota state legislature in the Spring of 2006.  FTA has committed to work closely with Mn DOT to assure that information necessary for the legislature to act on the project’s financing is provided on a timely basis.  

Project Development History and Current Status
Mn DOT completed a major investment study of the corridor in December 1999.  FTA approved an 80-mile commuter rail project between Minneapolis and Rice, Minnesota into PE in June 2000.  A Draft Environmental Impact Statement (EIS) was completed in November 2000, a final EIS was completed in March 2002, and an environmental Record of Decision (ROD) was issued in December 2002.  In response to concerns with the project’s capital cost and cost effectiveness, Mn DOT identified the 40-mile MOS in early 2004 which is the subject of this evaluation.  An Environmental Assessment is being prepared to determine necessary mitigation resulting from project scope changes since the 2002 ROD.          
Significant Changes Since FY 2006 Evaluation (November 2004)    
Mn DOT did not submit information to FTA for evaluation in the FY 2006 Annual Report on New Starts.  In February 2005, the state legislature appropriated additional capital funding for the project.  In June 2005, Mn DOT submitted an updated travel forecast for the project.  

Project Justification Rating: Medium
The project is rated Medium for project justification based on a Medium-Low rating for cost effectiveness and a Medium rating for the project’s transit-supportive land use.
Cost Effectiveness Rating: Medium-Low 
The Medium-Low cost effectiveness rating reflects the level of travel-time benefits (3,100 hours each weekday, plus special events) relative to the project’s annualized costs.  The cost effectiveness of the project will increase once added contingencies have been incorporated into the capital cost estimate.
	Cost Effectiveness MERGEFIELD CostEff 

	Cost per Hour of Transportation System User Benefit 

Incremental Cost per Incremental Trip
	New Start vs. Baseline

 $24.90*

$49.46


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

Nearly two-thirds of project travel time benefits accrue to travelers bound for the Minneapolis CBD from northwestern suburban communities, because the commuter rail line provides a time-competitive alternative to congested arterials (Interstate 94) and Mississippi River choke points (Interstate 35 West and Trunk Highway 10) north of downtown.   Other benefiting markets include transit riders from outlying Ramsey County and Hennepin County.  Less than 20 percent of benefits result from riders making non-work trips on the commuter rail line to sports stadia, the Mall of America, cultural events, and other destinations.  Estimated benefits to zero-car households and reverse commuters are negligible.

At the time of FTA’s evaluation, the project cost estimate was not considered reliable.  Discrepancies exist between the current design drawings and cost estimates for major elements of the project such as stations and the vehicle maintenance facility.  Inflation rate assumptions are low.  Important construction agreements with BNSF have not yet been executed; design compliance with the ADA level boarding provisions has not been resolved; and additional environmental studies may be required.  Mn DOT is updating the cost estimate, and FTA will initiate an assessment of the risks associated with the revised cost and schedule prior to advancing the project into final design.                      

Transit-Supportive Land Use Rating: Medium MERGEFIELD LandUse 
The Medium land use rating is based upon the Medium ratings assigned to existing land use and performance and impacts of land use policies, and the Medium-High rating for transit-supportive plans and policies.  

Existing Land Use: Medium

· Current total employment within a ½ mile of all station areas is approximately 46,400.  Current total employment for the Minneapolis CBD is estimated at 146,500.

· The current number of persons per square mile in the corridor is relatively low (1,900/mile).  

· Beyond the Minneapolis CBD, the corridor’s land use character is a mixture of smaller mixed use, town-scale, and main street areas, with moderate to low density residential and industrial uses.  Several proposed station areas are located near redevelopable land and lower density housing in need of rejuvenation.  

Transit-Supportive Plans and Policies: Medium-High

· The Metropolitan Council (local metropolitan planning organization) has established a growth boundary through its 2030 Regional Development Framework where urban services are provided and policies encourage clustered, mixed-use growth along transportation corridors.  Four of the six station areas are within the growth boundary and the Met Council coordinates planned growth within the other two station areas that are not within the growth boundary.  
· Master Plans in each of the impacted cities with future stations, including downtown Minneapolis, have policies to support mixed use and medium-density residential development near proposed station areas.
· Each of the impacted municipalities are in the process of adopting transit-oriented zoning regulations to permit mixed uses and medium-to-high density residential development in station areas based on the Northstar Corridor Development Authority’s and the Minnesota DOT’s Northstar Project Office’s Station Neighborhood Development Principles and Guidelines.    
Performance and Impacts of Policies: Medium 
· Private developers have proposed transit-supportive redevelopment projects at three key stations along the project’s alignment that include mixed use and residential development.  One of the proposals, near the planned Elk River station, has already broken ground. 
· Redevelopment and mixed used development strategies are being developed for all proposed station areas.  All planned station areas have available space for additional housing and retail/commercial use. 
Other Project Justification Criteria 

	Mobility Improvements Rating:  Medium-Low MERGEFIELD Mobility 

	Within ½-mile radius of boarding areas:

       Existing Employment 

       Projected Employment (2025)

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

      Employment

      Low Income Households 

Transportation System User Benefit Per Project Passenger Mile (Minutes)


	46,400

51,600

380 (9%)
7,585*

63*

New Start vs. Baseline
1.40*



	Environmental Benefits Rating:  Medium 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
Carbon Monoxide (CO)

Annual Energy Savings (million British Thermal Units)


	New Start vs. Baseline 

444

45

5

1

11,280

EPA Designation
Maintenance*

147,544



	Operating Efficiencies Rating: Medium MERGEFIELD OpEff 

	System Operating Cost per

Passenger Mile (current year dollars)
	Baseline

$0.455*
	New Start

$0.451*




* 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
The Medium local financial commitment rating is based on Medium-High ratings for the New Starts share of project costs and the operating finance plan and the Medium rating for the capital finance plan.  FTA’s evaluation covers the financial plan supporting the project capital cost estimate of $265.2 million and does not reflect recent cost increases. 
Section 5309 New Starts Share of Total Project Costs: 49% 

Rating: Medium-High

Mn DOT is requesting an approximately 49 percent New Starts share 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 and STP)


	$131.0

$5.1
	49.4%

1.9%

	State:

General Obligation Bonds
	$85.9
	32.4%

	Local:

NCDA Capital Partners

Metropolitan Council


	$40.7

$2.5
	15.4%

0.9%

	Total:  
	$265.2
	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 total as listed due to rounding.  
Capital Finance Plan Rating: Medium  

The capital finance plan is rated Medium.  The commitment of capital funds subfactor received a High rating.  The agency capital condition and completeness of capital plan subfactors received Medium-High ratings, while the capital cost estimates and planning assumptions subfactor received a Medium-Low rating.  The capital funding capacity subfactor received a Medium rating.  These ratings average to a Medium-High, but the rating was lowered to Medium due to the Medium-Low rating for the capital cost estimate and planning assumptions subfactor, based on the uncertainty of the capital cost estimate.  

Agency Capital Condition: Medium-High 
· The average age of Metro Transit’s bus fleet is 5.7 years, which is younger than the industry average.

· Mn DOT’s excellent bond ratings, which were issued in 2004, are as follows: Moody’s Investors Service Aa1, Standard & Poor’s Corporation AAA, and Fitch’s AAA.

Completeness of Capital Plan: Medium-High 
· Mn DOT’s submission was complete, including a 20-year cash flow, fleet management plan, and sensitivity analysis.  Historical data were provided for 1998-2005 (eight years), but were presented as sums over years, rather than annual data.  

Commitment of Capital Funds: High
· Over 50 percent of non-New Starts funding is committed.  Federal funding sources include CMAQ and STP funds.  State funding sources include General Obligation Bonds.  Local funding sources include funds from the NCDA Capital Partners and the Metropolitan Council.    
Capital Funding Capacity: Medium
· The project’s financial plan shows no projected cash balances or reserve accounts, but access to the large additional debt capacity of the State of Minnesota would allow Mn DOT to cover cost increases or funding shortfalls equal to approximately 20 percent of project costs.  
Capital Cost Estimate and Planning Assumptions: Medium-Low
· Funding assumptions regarding sources and commitment are reasonable.  
· An updated capital cost estimate is expected in December 2005.  FTA has several concerns with the project’s current cost estimates.  Also, inflation and bond rate assumptions are optimistic.  
Operating Finance Plan Rating: Medium-High
The operating finance plan is rated Medium-High, based upon the average of the ratings of the five subfactors listed below.  The commitment of operating funds subfactor received a High rating.  The agency operating condition and operating funding capacity subfactors received Medium-High ratings; the completeness subfactor received a Medium rating; and the planning assumptions subfactor received a Medium-Low rating.    
Agency Operating Condition: Medium-High

· Mn DOT is in good operating condition with no service cutbacks and a history of being able to draw funds as required from the Minnesota General Fund.

· Mn DOT’s current ratio of assets to liabilities as reported in its most recent audited financial statements is 1.55.    

Completeness of Operating Plan: Medium
· Mn DOT’s submission included 20-year cash flows for both the project and for all Mn DOT operations, but excluded a sensitivity analysis.  Historical data were provided for 1998-2005 (eight years), but were presented as sums over these years, rather than annual data.  
Commitment of Operating Funds: High
· All operating funding is committed.  Sources of operating funds include farebox revenues, Federal Section 5307 formula funding (preventative maintenance), the Minnesota General Fund and funds from NCDA Capital Partners.     
Operating Funding Capacity: Medium-High
· Mn DOT’s operating plan shows no projected cash balances or reserve accounts, but available taxing capacity exceeds 25 percent of annual operating expenses.  

Operating Cost Estimates and Planning Assumptions: Medium-Low
· As the project sponsors do not possess experience in commuter rail operations, the operating financial plan does not include any historical basis of comparison.

· Although the cost model methodology is acceptable, questions remain regarding some cost components.  Assumptions regarding growth of commuter rail operating costs appear optimistic.  

· Growth assumptions for state and local subsidy contributions appear optimistic given historic inflation rates for U.S. transit operators.  Inflation rate assumptions also appear optimistic with respect to fare increases and the resulting impact on ridership.        
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