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Regional Rail System
Raleigh-Durham, North Carolina 

(November 2005)

The Triangle Transit Authority (TTA) intends to initiate rail service using diesel multiple unit rail vehicles in a 28.1-mile corridor between 9th Street in Durham and downtown Raleigh.  The Regional Rail System would use existing North Carolina Railroad and CSX rail corridors to connect Durham, Research Triangle Park, Cary, North Carolina State University (NCSU), and downtown Raleigh.  The project scope includes the construction of 12 stations and 10 park-and-ride lots containing a total of 1,900 spaces, as well as sufficient maintenance and yard facilities to accommodate 14 vehicles.  The project would have two operating phases: (1) from the opening year in 2009 until 2015, service would be provided every 15 minutes during peak periods and every 30 minutes during off-peak periods; and, (2) beginning in 2015 service would be provided every 10 minutes during peak periods and every 20 minutes during off-peak periods.   

The Regional Rail System is intended to provide additional transportation capacity for one of the region’s most congested travel corridors (Interstate 40); provide improved linkages to the corridor’s numerous activity centers and educational facilities (including Duke University and Medical Center and North Carolina State University); and help achieve local land use goals and objectives.  

	 Summary Description

	Proposed Project: 
	Diesel Multiple Unit Rail

	 
	28.1 Miles 

12 Stations

	Total Capital Cost ($YOE):
	$809.9 Million (includes $65.9 million in finance charges)

	Section 5309 New Starts Share ($YOE):
	$485.4 Million (59.9%)

	Annual Forecast Year Operating Cost: 
	$26.9 Million

	Ridership Forecast (2030):
	Not Available

	Opening Year Ridership Forecast:
	Not Available

	FY 2007 Finance Rating:
	Medium-Low

	FY 2007 Project Justification Rating:
	Medium-Low

	FY 2007 Overall Project Rating:
	Low


The project is rated Low at this time.  FTA approved the project into preliminary engineering (PE) almost eight years ago and final design nearly three years ago.  Since that time, TTA has reduced the scope of the project while experiencing a three hundred percent increase in the project capital cost.  In addition, TTA has been unable to produce and submit to FTA reliable information on the project’s transportation benefits for the past two years, and has this year been rated Medium-Low for local financial commitment.  TTA must submit reliable information on the costs and benefits of a project scope that results in a Medium overall project rating by September 30, 2006, or be removed from final design status.

Project Development History and Current Status
In January 1998, FTA approved TTA to initiate preliminary engineering and the preparation of a Draft Environmental Impact Statement (EIS) on the Regional Rail System.  The Draft EIS was released in May 2001.  Selection of a 32-mile, 16-station locally preferred alternative occurred in January 2002, after consideration of the comments received on the Draft EIS.  TTA published the Final EIS in December 2002 and received a Record of Decision in January 2003.  The project was approved for entry into final design in February 2003.  In July 2004, TTA reduced the scope of the project from 32 miles and 16 stations to an initial operating segment of 28 miles and 12 stations.  TTA and FTA are currently completing an environmental assessment on further scope changes which are being proposed to mitigate recent increases in the project cost estimate.

Significant Changes Since FY 2006 Evaluation (November 2004)
Over the last year, TTA has completed additional design work on the revised project scope, which resulted in a significant increase to the capital cost estimate.  TTA has proposed more than 20 cost-cutting measures worth $84 million to offset some of the increase, including, among other things: changing the configuration of the train sets from married pair trains to one car trains which reduces the number of vehicles needed from 28 to 14; deleting some grade crossings; redesigning stations with shorter platforms and different canopies; and eliminating a pedestrian bridge.  Assuming all of the cost cutting measures are able to be implemented, the cost of the project will increase from $694.6 million reported last year to the $809.9 million reported in this profile.  The amount of Section 5309 New Starts funding requested by TTA has also increased, from $416.1 million last year to $485.4 million this year.    

Project Justification Rating: Medium-Low
This project is rated Medium-Low for project justification, based upon the absence of acceptable information on cost effectiveness, which results in a rating of Low for that measure.  The project received a Medium rating for transit-supportive land use.
Cost Effectiveness Rating: Low
As noted, TTA has not submitted to FTA acceptable estimates of the travel-time benefits for the Raleigh Regional Rail System, as modified in July 2004; therefore, FTA cannot evaluate the project’s cost effectiveness.  FTA is continuing to work with TTA to develop an acceptable and reliable travel forecast for the project.  

The capital cost estimate is uncertain at this time.  If any of the proposed cost cutting measures are eliminated following the stakeholder review process required under NEPA, they will be added back into the scope of the project, resulting in increased costs.  Additional uncertainties exist because the agreements with railroads and utilities have not yet been executed.  If the schedule slips more than a few months, as anticipated, vehicle and maintenance facility bids will expire and rebids are not expected to be as favorable.
Transit-Supportive Land Use Rating: Medium MERGEFIELD LandUse 
The Medium rating is based upon the Medium-High rating assigned to transit-supportive plans and policies, the Medium-High rating assigned to performance and impacts, and the Medium-Low rating for existing land use in the project corridor.
Existing Land Use: Medium-Low
· Approximately 75,100 jobs are currently located within ½ mile of the proposed station areas. Approximately 19,000 people currently live within ½ mile of the proposed station areas, with an average population density in station areas of 2,100 persons per square mile.
· The corridor has diverse land uses surrounding Durham and Raleigh and their accompanying suburbs.  Four of the proposed stations are located in downtown areas.  The downtown and Research Triangle Park (RTP) stations are predominantly surrounded by employment while others have a mixture of uses.  The land just north and south of RTP is sparsely developed with single-family and light industrial land uses. 

· Parking supply is one-space per employee in several transit areas; parking surpluses exist in Raleigh and Cary.  Parking costs in several station areas are relatively low ($4-$8 per day).  

Transit-Supportive Plans and Policies: Medium-High
· According to a 2002 corridor market study, the Durham, Raleigh and RTP areas are “built-out and transit-oriented development will be reuse and infill oriented,” while Cary, West Raleigh, and North Raleigh will “require zoning and density policy changes to allow for suitable transit-oriented development.”
· Durham is updating its Smart Growth Audit and open space preservation program defining an urban growth area boundary.  Cary has adopted a growth management plan, an open space plan, and an historic resources plan.  Wake County has established a growth management task force, a watershed management task force, and an open space advisory committee.

· Each major municipality has established policies in its comprehensive plan for promoting transit-oriented development.  Raleigh, Durham, and Cary have design guidelines to promote transit-friendly station area development.  Station small area plans have been completed in Cary Town Center, Downtown Raleigh, Government Center, West Raleigh, and the Fairgrounds.  Durham has approved a compact neighborhood land use category for station areas and has corresponding zoning amendments for higher residential densities and reduced setbacks.  Raleigh has three zones that can be developed for high-density uses and has adopted a transit overlay district.
· Durham provided subsidies for the American Tobacco redevelopment project and dedicated a property tax increase for downtown revitalization. Raleigh purchased land for a convention center and hotel near the downtown station.
· In July 2003, Cary adopted a land development ordinance, which has made infill easier by reexamining zoning.  Raleigh’s transit overlay district also streamlines the development process. 

· TTA has selected a Master Developer to guide transit oriented development in station areas. As of October 2005, a contract had not yet been signed between TTA and the developer.
Performance and Impacts of Policies: Medium-High
· An analysis performed in 2003 examined opportunities at each station area and identified the following: land available for development; the status of any planned or proposed development; and possible densities that can be built with existing zoning.
· Station area development continues with the redevelopment or development of commercial and residential properties at over half of the proposed station sites including: a convention center, a 450-room hotel and condominium project near the downtown Raleigh station; a 25-acre mixed use development near the Triangle Metro Center station; and 1.4 million square feet of office space at the downtown Durham station.
Other Project Justification Criteria

	Mobility Improvements Rating: Low  MERGEFIELD Mobility 

	Within ½-mile radius of boarding areas:

       Existing Employment 

       Projected Employment (2030)

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

      Employment

      Low Income Households 

Transportation System User Benefit Per Project Passenger Mile (Minutes)


	75,100

111,900

1,900 (22%)
6,261*

159*

New Start vs. Baseline
N/A*



	Environmental Benefits Rating: Low 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)

8-Hour Ozone (O3)

Annual Energy Savings (million British Thermal Units)


	New Start vs. Baseline 

N/A

N/A

N/A

N/A

N/A

EPA Designation

Maintenance Area*

Subpart 1*

N/A



	Operating Efficiencies Rating: Low  MERGEFIELD OpEff 

	System Operating Cost per

Passenger Mile (current year dollars)
	Baseline

N/A*
	New Start

N/A*




* 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-Low 

The Medium-Low rating for local financial commitment is based on Medium ratings for the New Starts share of project costs and the operating finance plan as well as the Medium-Low rating for the capital finance plan.
Section 5309 New Starts Share of Total Project Costs: 60% 

Rating: Medium

TTA is requesting an approximately 60 percent New Starts share of total project costs, which equates to a Medium rating for this measure.  FTA notes that TTA’s proposed New Starts funding amount exceeds the amount requested at the time of final design approval and has not been accepted by FTA; consequently, this amount may be reduced if the project advances.
	Locally Proposed Financial Plan

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

	Federal: 

Section 5309 New Starts

Flexible Funds (CMAQ)
	$485.4

$12.0
	59.9%

 2.5%

	State:

State Full Funding Grant

   Agreement
	$149.9
	18.5%

	Local:

TTA Tax Revenues

TTA Bond Proceeds
	$74.9

$87.8
	9.3%

10.8%

	Total:  
	$809.9
	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-Low 

The capital finance plan is rated Medium-Low, based upon the ratings assigned to each of the subfactors listed below.  A High rating was assigned to the current capital condition and commitment of capital funds subfactors; a Medium rating was assigned to completeness of the plan; a Medium-Low rating was assigned to capital funding capacity; and a Low rating was assigned to the capital cost estimate and planning assumptions subfactor.  These ratings average to Medium, but the rating was lowered to Medium-Low due to the Low rating for the capital cost estimate and planning assumptions subfactor.

Agency Capital Condition: High
· The average age of TTA’s bus fleet is 5.4 years, which is younger than the industry average.  
· TTA has not yet had occasion to request a bond rating.
Completeness of Capital Plan: Medium
· The capital plan was generally complete.  It included a 30-year cash flow statement, documentation on some key assumptions but not all, fleet management plans, more than five years of historical data, and a limited sensitivity analysis.  While the sensitivity analysis tested several scenarios, it examined only a narrow range of construction costs and did not examine the impact of different farebox recovery rates, which are the key areas of risk to the plan.   
· The plan did not adequately describe the debt structure contemplated to support the project, nor did it substantiate an estimate of $65 million in joint development proceeds that is material to the plan.  It also did not include a discussion of how TTA would cover cost increases or funding shortfalls.

Commitment of Capital Funds: High
· Approximately 97.5 percent of non-New Starts funding is committed.  The committed funds derive from a full-funding grant agreement with the State of North Carolina, federal flexible funds, and two taxes levied by TTA including a $5.00 vehicle registration fee and a five percent tax on short-term auto and light truck rentals.

Capital Funding Capacity: Medium-Low
· The project’s financial plan shows projected cash balances, reserve accounts, and/or access to credit that would allow TTA to cover cost increases or funding shortfalls equal to less than 10 percent of project costs.
Capital Cost Estimate and Planning Assumptions: Low
· The capital financial plan is heavily influenced by optimistic assumptions in the operating financial plan regarding growth in passenger revenues and operating costs, which allow a greater amount of tax revenues to be transferred to the capital plan.  The capital plan also relies heavily on an assumed $65 million in joint development proceeds during the construction period that can only be considered speculative at best at this point in time.  Lastly, the financing assumptions for the project are very optimistic.
· The current capital cost estimate is uncertain.  It assumes more than $84 million in cost cutting measures will be implemented, however, these proposed cost cutting measures must first go through an environmental review before they can be accepted.

Operating Finance Plan Rating: Medium
The operating finance plan is rated Medium.  The operating condition subfactor received a High rating and the operating cost estimates and planning assumptions subfactor received a Low rating.  All other subfactors received a Medium-High rating. These ratings average to Medium-High, but the rating was lowered to Medium due to the Low rating for the operating cost estimates and planning assumptions subfactor.

Agency Operating Condition: High

· TTA is in excellent operating condition. TTA has doubled its regional bus service in the past five years. It has not incurred a cash flow shortage in any year since it started levying taxes in 1992. 

· TTA’s current ratio of assets to liabilities as reported in its most recent audited financial statement is 17.0.

Completeness of Operating Plan: Medium-High
· The operating financial plan was complete and very detailed.  It included a 30-year cash flow statement, documentation on all key assumptions, more than five years of historical data, and a sensitivity analysis.  While the sensitivity analysis tested several scenarios, it did not examine the impact of different farebox recovery rates, which is the key area of risk to the plan.

Commitment of Operating Funds: Medium-High
· Over 88 percent of operating funding is committed. The committed funds include: fare revenue, TTA tax revenue, and other operating income and interest income.
Operating Funding Capacity: Medium-High
· The project’s financial plan shows projected cash balances, reserve accounts, and/or access to credit exceeding 42 percent of annual operating expenses.

Operating Cost Estimates and Planning Assumptions: Low
· The operating financial plan includes assumptions about fare revenues that are far more optimistic than historical experience suggests is reasonable.  In addition, the assumptions on growth in bus and rail operating costs are very optimistic when compared with history.  
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