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The Charlotte Area Transit System (CATS), in cooperation with the city of Charlotte, is proposing to design and construct a 9.6-mile, 15 station light rail transit (LRT) line extending from Uptown Charlotte (the city’s central business district (CBD)) to Interstate 485 in south Mecklenburg County near the South Carolina State line.  A 3.7-mile portion of the proposed system – between Uptown and Scaleybark Road – would operate on an abandoned Norfolk Southern right-of-way owned by the city of Charlotte.  The remainder of the planned system (5.9 miles) would operate on separate tracks generally paralleling the right-of-way.  Seven of the proposed stations from I-485 north to Scaleybark Road would include park-and-ride lots with a total of approximately 3,300 spaces, and would serve as transfer points for local and express bus service.  The project would operate at 7.5-minute peak period frequencies.

The South Corridor generally parallels Interstate 77 and South Boulevard, the primary roadway options used by commuters traveling north/south in the corridor.  Both roadways are currently operating at extremely high levels of congestion during the morning and evening peak hours, with no expansion of capacity planned for either facility due to physical constraints that make such improvements very expensive.  The proposed project would provide a rapid transit alternative to these congested roads.  The project would serve a variety of travel markets, including inbound and reverse commute work trips, as well as leisure trips to the Charlotte Arena, Ericsson Stadium, and the historic South End.  In addition, the city of Charlotte is actively involved in a number of transit-oriented development and urban redevelopment activities, and the South Corridor project is expected to facilitate such development along the alignment.   

	 Summary Description

	Proposed Project: 
	Light Rail Transit

	 
	9.6 Miles 

15 Stations

	Total Capital Cost ($YOE):
	$398.7 Million 

	Section 5309 New Starts Share ($YOE):
	$192.9 Million (48.4%)

	Annual Forecast Year Operating Cost: 
	$27.0 Million

	Ridership Forecast (2025):
	18,100 Average Weekday Boardings

	 
	7,600 Daily New Riders

	Opening Year Ridership Forecast (2006):
	9,100 Average Weekday Boardings

	FY 2006 Finance Rating:
	Medium-High

	FY 2006 Project Justification Rating:
	Medium

	FY 2006 Overall Project Rating:
	Recommended


FTA understands that several contract bids recently received by CATS for project construction and asset acquisition have come in above budgeted amounts.   FTA will continue to work closely with CATS to manage costs and evaluate potential scope modifications to ensure that the project maintains sufficient cost effectiveness.  With the satisfactory resolution of these issues, FTA expects to execute a Full Funding Grant Agreement (FFGA) for the South Corridor LRT project in FY 2005.  

Project Development History and Current Status
In November 1998, a local referendum was passed authorizing a dedicated local sales tax of ½ percent for funding transit service in the region.  A major investment study in the South Corridor that identified light rail as the locally preferred alternative was completed the following year.  FTA approved the South Corridor LRT project for preliminary engineering in August 2000.  CATS issued a Draft Environmental Impact Statement (EIS) in October 2002.  The Final EIS was published in April 2003, and a Record of Decision was issued in May 2003.  FTA approved the project’s entry into final design in August 2003.  In the year since, CATS has made substantial progress in advancing the project towards an FFGA.  The FY 2006 President’s Budget includes $55 million for the project.
Significant Changes Since Last Evaluation (November 2003)
The capital cost of the project has increased from $385.9 million to $398.7 million due to an increase in right-of-way costs, adjusted contingencies, and accepted risk mitigation measures.  However, the amount of Section 5309 New Starts funding requested has not changed since last year, so the New Starts share of project costs has decreased to 48 percent from the 50 percent reported last year.  CATS also submitted revised estimates of the travel-time benefits of the South Corridor LRT project, resulting in a modest increase in benefits.

Project Justification Rating: Medium
The project is rated Medium for project justification based on a Medium-Low rating for cost effectiveness and a Medium-High rating for transit-supportive land use.
Cost Effectiveness Rating: Medium-Low
The Medium-Low cost effectiveness rating is based upon a sufficient level of travel-time benefits (4,200 weekday hours) relative to the project’s annualized capital and operating costs.  This estimate is at some risk due to the potential for capital cost increases; however, FTA will not execute an FFGA for the project unless sufficient cost effectiveness is maintained.
	Cost Effectiveness MERGEFIELD CostEff 

	Cost per Hour of Transportation System User Benefit 

Incremental Cost per Incremental Trip
	New Start vs. Baseline

$22.73*

$12.53


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

Based upon improved transit speeds and reliability, over 40 percent of the project’s travel-time benefits are anticipated to accrue to work trips to the CBD, while another quarter of estimated benefits are attributable to trips destined for other locations along the alignment.  The project would serve a large park-and-ride market, with substantial benefits expected to accrue to trips originating well south of the corridor.  By providing faster and more direct transit connectivity between work and commercial locations, approximately 25 percent of travel-time benefits generated by the project are attributable to non-home-based trips.  

The capital cost of the project has increased from last year due to an increase in right-of-way costs, adjusted contingencies, and accepted risk mitigation measures.  The scope and cost of the project may change further as a result of recent contract bids received by the project sponsor, which have come in above budgeted amounts.
Transit-Supportive Land Use Rating: Medium-High MERGEFIELD LandUse 
The Medium-High land use rating is based upon the Medium-High ratings assigned to transit-supportive plans and policies and their performance and impacts, and the Medium rating for existing land use in the project corridor.
Existing Land Use: Medium
· Over 72,000 employees are estimated to work within ½ mile of proposed station areas.  Existing population density in the corridor is approximately 2,400 persons per square mile.

· The densest clusters of development along the proposed light rail investment are at the northern terminus of the line, Uptown Charlotte and the South End District.  Center City exhibits the densest use of land along the line, containing sites such as an NFL stadium, several arts centers and museums, the Charlotte Convention Center, and shopping.  The southern portions of the corridor are low-density and automobile-oriented and exhibit a mixture of light industrial, commercial, and newer multi-family housing land uses.

· Uptown and the South End maintain pedestrian-friendly grid street patterns, with both old and new developments located close to the street front.
Transit-Supportive Plans and Policies: Medium-High
· The city and county have adopted a regional "centers and corridors" growth strategy, designed to increase development density in five proposed transit corridors and at key centers. The General Development Policy (updated in late 2003) outlines development principles to support growth according to this vision.
· The 2015 Plan and 2025 Integrated Land Use/Transit Plan provide a policy framework for land use and increase the proportion of development in transit corridors and, more specifically, in station areas. Seven stations outside of Uptown/South End have station-specific plans and policies approved by the Charlotte City Council.  
· New zoning categories, such as ‘transit overlay district’ and ‘transit supportive’, provide a framework for transitioning away from automobile-oriented uses and site plans.
· The city of Charlotte’s Joint Development Policy outlines public and private sector partnerships and strategies to be used to implement station area plans.  Other means to support development include relaxation of traffic mitigation requirements for station areas and funds such as the Economic Development Revolving Fund and the Affordable Housing Fund, which provide $2 million per year and $1 million per year, respectively, for smart growth development, land acquisition, and mixed use and affordable development. 
Performance and Impacts of Policies: Medium-High
· The pace of development in the corridor is significant with over $300 million in private sector development either completed or currently being designed.  These projects will add over 800,000 square feet of office and retail space and over 1,200 new housing units.
· As a result of changes in policies and zoning in the South End, new buildings have been built which reflect pedestrian- and transit-oriented design principles (buildings located closer to the street, parking behind buildings, and mixed use developments).
· The 2003 South Corridor Infrastructure Project, funded by the city from voter-approved bond proceeds, allocated over $50 million for infrastructure improvements such as pedestrian paths and streetscape improvements.
Other Project Justification Criteria 

	Mobility Improvements Rating: Medium  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)


	72,300

107,200

1,600 (17%)
4,820*

107*

New Start vs. Baseline
2.50*



	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 

Annual Energy Savings (million British Thermal Units)


	New Start vs. Baseline 

27

2

2

8

3,970

EPA Designation

Moderate Non-Attainment Area*

45,217



	Operating Efficiencies Rating: Medium  MERGEFIELD OpEff 

	System Operating Cost per

Passenger Mile (current year dollars)
	Baseline

$0.894*
	New Start

$0.868*




* Indicates that measure is a component of rating for each criterion. 
N/A indicates information was not available for this entry.
Other Factors

Based upon an alternative land use forecast developed by CATS that reflects anticipated development generated by the project beyond the region’s adopted land use forecast, CATS is estimating that the South Corridor LRT project will generate approximately 5,400 hours of travel-time benefits each weekday.  This would result in a cost effectiveness of $17.70 per hour of user benefits.  This estimate is based upon optimistic land use assumptions, as well as the project’s current cost estimate (which may be revised), and consequently carries some risk.  However, it does provide some indication of the potential of the project should these assumptions prove achievable.  

Local Financial Commitment Rating: Medium-High
The Medium-High rating for local financial commitment is based on Medium-High ratings for both the capital and operating finance plans, as well as for the New Starts share of project costs. 
Section 5309 New Starts Share of Total Project Costs: 48% 

Rating: Medium-High

CATS is requesting an approximately 48 percent New Starts share of total project costs, which results in 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

Section 5307 Formula Funds


	$192.9

$6.4
	48.4%

 1.6%

	State: 

State FFGA
	$99.7
	25.0%

	Local:

Sale Tax Revenues
	$99.7


	25.0%



	Total:  
	$398.7
	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.  The project received Medium-High ratings for capital condition and plan completeness, High ratings for commitment of funding and funding capacity, and a Medium-Low rating for capital cost estimates and assumptions.

Agency Capital Condition: Medium-High
· CATS’ bus fleet has an average age of 3.7 years, which is significantly younger than the industry average.
· The agency possesses excellent bond ratings (Moody’s Aa2, Standard & Poor’s AA+, and Fitch AA).
Completeness of Capital Plan: Medium-High
· The financial plan was generally complete and included a 20-year cash flow statement, identification of key assumptions, a fleet management plan, more than five years of historical data, and a sensitivity analysis.  

· The plan lacked detailed information on future projects included in CATS’ long range system plan. 

Commitment of Capital Funds: High
· All non-New Starts funding is committed.  Funding sources include a full funding grant agreement from the State of North Carolina committing State resources to the project and revenues from the dedicated local sales tax.  

Capital Funding Capacity: High
· The project’s financial plan shows projected cash balances, reserve accounts, and/or access to credit that would allow CATS to cover cost increases or funding shortfalls equal to approximately 50 percent of project costs.
Capital Cost Estimate and Planning Assumptions: Medium-Low
· All financial assumptions are consistent with historical trends.  

· The capital cost estimate reflects a high level of design.  However, recent contract bids received by the project sponsor have come in above budgeted amounts and it appears that the capital cost estimate for the project will be changing.
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 operating condition, commitment of funds and operating funding capacity subfactors are rated High; completeness is rated Medium-High; and the operating cost estimates and planning assumptions subfactor is rated Medium.
Agency Operating Condition: High

· CATS is in excellent operating condition with no service cutbacks in recent years.

· CATS’ current ratio of assets to liabilities as reported in its most recent audited financial statement is 21.0.

Completeness of Operating Plan: Medium-High
· The financial plan was complete and included a 20-year cash flow statement, identification of key assumptions, more than 5 years of historical data, and a sensitivity analysis.  However, the plan was missing information on future planned projects included in CATS’ system plan. 

Commitment of Operating Funds: High
· All operating funding is committed.  Sources of funds include dedicated sales tax revenues, farebox revenues, and maintenance of effort payments and service reimbursements from local jurisdictions. 
Operating Funding Capacity: High
· The project’s financial plan shows projected cash balances, reserve accounts, and/or access to credit exceeding 100 percent of annual operating expenses.

Operating Cost Estimates and Planning Assumptions: Medium
· Assumptions and estimates used in the financial plan are consistent with historical experience.
Map


Anticipated Full Funding Grant Agreement

   A-85




A-86                                                                                             
  Anticipated Full Funding Grant Agreement


Anticipated Full Funding Grant Agreement
   A-91

