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The New Jersey Transit Corporation (NJT) is proposing to construct a new 8.3-mile commuter rail line adjacent to the existing Northeast (Rail) Corridor (NEC) between Secaucus, New Jersey and Manhattan.  The Trans Hudson Express Tunnel, also known as Access to the Region’s Core (ARC), includes the construction of two new tunnels under the Hudson River; new rail tracks between Secaucus Junction and New York Penn Station (PSNY); a new six-track rail station underneath 34th Street in midtown Manhattan (with pedestrian linkages to PSNY); a storage yard in Kearny, New Jersey; and the purchase of specialized dual-powered rail locomotives (electric and diesel) and bi-level coaches.  

The NEC is the only Hudson River commuter rail crossing into midtown Manhattan. Already near capacity, the NEC currently experiences significant travel-time delays whenever there is a train malfunction incident; one train disruption of 15 minutes, for example, can delay as many as 15 other NJT and Amtrak trains.  As passenger demand increases, congestion and service reliability are expected to worsen.  In addition, commuter rail passengers on NJT’s Bergen County, Main, Pascack Valley, Port Jervis, and Raritan Valley commuter rail lines today must transfer at either Secaucus Junction or in Hoboken to reach New York City.  The purpose of the ARC project is to double rail capacity between New Jersey and New York City, thereby relieving congestion and transit delays, while providing for more direct, one-seat service to midtown Manhattan.  

	 Summary Description

	Proposed Project: 
	Commuter Rail

	 
	8.3 Miles 

1 Station

	Total Capital Cost ($YOE):
	$7,263.47 Million 

	Section 5309 New Starts Share ($YOE):
	$3,000.00 Million (41.3 %)

	Annual Forecast Year Operating Cost: 
	$197.00 Million

	Ridership Forecast (2030):
	254,200 Average Weekday Boardings

	 
	24,800 Daily New Riders

	Opening Year Ridership Forecast (2017):
	203,000 Average Weekday Boardings

	FY 2009 Local Financial Commitment Rating:
	Medium

	FY 2009 Project Justification Rating:
	Medium-High

	FY 2009 Overall Project Rating:
	Medium-High


Project Development History and Current Status
NJT completed a major investment study on the ARC corridor in 2003.  A new Hudson River rail tunnel and expanded Penn Station capacity alternative was selected as the locally preferred alternative (LPA) in early 2006.  FTA approved the LPA into preliminary engineering (PE) in August 2006.  Federal environmental review of the project is underway.  A Draft Environmental Impact Statement (EIS) was published in February 2007.  Because of changes to the project alignment made in response to the comments received on the Draft EIS and from the PE effort, a Supplemental EIS is required.  The Final EIS and Record of Decision are expected in late Spring 2008.
NJT has put together an experienced design team and performed a thorough analysis of project requirements.  The project scope is complex, and some uncertainties remain.  However, at this stage of project development, scope and cost are considered reasonable.  NJT has an optimistic and aggressive schedule for project implementation.  Implementation of the project is contingent upon other significant infrastructure improvements (and associated Federal environmental review) in the NEC, including the Portal Bridge over the Hackensack River, as well as the introduction of an untested vehicle technology.   Agreements with Amtrak and local utilities are also potential sources of schedule uncertainty and possible delays, which may result in project cost increases.  
Significant Changes Since FY 2008 Evaluation (November 2006) 
Refinements have been made to the project alignment and length in response to concerns raised by the local community during the environmental process.  Rather than accessing PSNY directly, the project now utilizes the Penn Station Expansion on 34th Street, with direct passenger connections to New York City Transit Subway and Port Authority of New York and New Jersey Trans-Hudson (PATH) lines and pedestrian linkages to PSNY.  The total cost of the project increased due to additional design work and the aforementioned refinements, however, the amount of New Starts funding requested has gone down from $3.6 billion last year to $3.0 billion this year in response to FTA concerns.  NJT updated the travel forecasts and estimates of user benefits for the project to reflect revised population and employment forecasts for the New Jersey portion of the region, special events, and automobile operating costs to reflect current gasoline prices. 
Project Justification Rating: Medium-High
The project is rated Medium-High for project justification based on a Medium rating for cost effectiveness and a High rating for transit-supportive land use.  The rating for the project’s Making the Case document was not factored into the project justification rating for FY 2009.
Making the Case Rating: High
ARC is an 8.3-mile rail connection between Secaucus, New Jersey and PSNY in midtown Manhattan.  The “case” for the project identifies severe capacity constraints in the existing NEC tunnel (shared with Amtrak) into PSNY, the need to improve safety and reliability for existing passengers, and the need to meet expected future demand for transit service into Manhattan.  The “case” for the project clearly demonstrates that the existing line is operating at maximum capacity in the peak period and that PSNY  is severely constrained in its ability to handle additional trains and passengers.  Other Trans-Hudson facilities are similarly at or near capacity with limited ability to absorb additional demand.  Continuing employment growth in midtown Manhattan, combined with continued residential growth in Northern New Jersey, result in the need for new Trans-Hudson capacity.  ARC would allow NJT to double service into Manhattan, free up capacity for Amtrak in the existing NEC tunnels, reduce travel times, and reduce crowding on trains and at PSNY.  This project would provide an average of 23 minutes of transportation system user benefits for over 250,000 daily trips in 2030.  The project sponsor makes a particularly compelling “case” for this project, but neglected to address the uncertainties in the cost estimates for a project of this magnitude and complexity.

Cost Effectiveness Rating: Medium 
The Medium cost effectiveness rating reflects the level of travel-time benefits (104,000 hours each weekday) relative to the project’s annualized costs.  
	Cost Effectiveness MERGEFIELD CostEff 

	Cost per Hour of Transportation System User Benefit 

Incremental Cost per Incremental Trip
	New Start vs. Baseline

$18.60*

$37.76


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

Transit-Supportive Land Use Rating: High MERGEFIELD LandUse 
The High rating is based upon the average of the ratings assigned to the subfactors below, each of which contribute one-third to the land use rating.  The rating reflects conditions as of November 2006.
Existing Land Use: High 
· The terminus station area has a total population of approximately 44,000.  Almost 409,000 employees worked in proposed station areas in 2000.  Thus, the number of residents and workers within walking distance of the stations is supportive of very high rates of transit usage.  

· Employment density is very high in the station area with over 340,000 jobs per square mile and population density exceeds 36,000 persons per square mile.  

· Development throughout the station area is pedestrian-oriented with multi-story and mixed-use buildings and minimal or no setbacks.  

· Numerous commercial uses, both retail and office, are major trip generators within the station area.  

· Parking policies discourage parking in the area and parking costs are high, which serve as an effective disincentive to automobile use.   

Transit-Supportive Plans and Policies: High 
· New York City policies and market conditions continue to encourage dense office development, which is among the highest densities in the world.   
· The State of New Jersey emphasizes in-fill development near transit and several communities with NJT stations participate in the state’s Transit Village Initiative that provides technical and financial assistance to those communities which demonstrate that their zoning codes and redevelopment plans support the density to maximize transit usage.  
· NJT has devoted significant resources to improving pedestrian access to the commuter rail system, rehabilitating aging stations, and building new facilities.    
Performance and Impacts of Policies: Medium-High 
· The intensive development, pedestrian-friendly character, and high rates of transit usage in the corridor reflect the impact of land use policies and the application of such tools as zoning, floor area bonuses, and tax incentives.  These measures have worked collectively with market forces to create existing, highly transit-supportive development patterns in the corridor.  
· New York City’s zoning regulations have achieved improvements to the pedestrian environment in dense areas and resulted in street-level retail, as well as clustered street-level commercial uses near transit stations.
Other Project Justification Criteria 

	Mobility Improvements Rating: Medium-High MERGEFIELD Mobility 

	Transportation System User Benefits Per Passenger Mile (Minutes)

Number of Transit Dependents Using the Project

Transit Dependent User Benefits per Passenger Mile (Minutes)

Share of User Benefits Received by Transit Dependents  Compared to Share of Transit Dependents in the Region


	New Start vs. Baseline
4.0
44,500
5.3
128.3%

	Environmental Benefits Rating: High MERGEFIELD Environmental 

	Criteria Pollutant Status

8-Hour ozone (O3)
Particulate Matter (PM2.5)


	EPA Designation

Non-attainment Area
Non-attainment Area


Local Financial Commitment Rating: Medium 
The Medium local financial commitment rating is based on the Medium ratings for the capital and operating finance plans and the Medium-High rating for the New Starts share of project costs.  
Section 5309 New Starts Share of Total Project Costs: 41% 

Rating: Medium-High

NJT is requesting less than 41 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 5309 Fixed Guideway Modernization 
Section 5307

FHWA Flexible Funds (CMAQ) 

	$3,000.00
$6.30

$96.19
$852.43 
	41.3%

0.01%

1.3%

11.7% 

	State:

Transportation Trust Fund 

Port Authority of New York and New Jersey

	$808.56
$2,500.00
	11.3%

34.4%

	Total:  
	$7,263.47
	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
The capital finance plan is rated Medium based upon the weighted average of the ratings assigned to each of the subfactors listed below.  The agency capital condition is weighted 25 percent, the commitment of capital funds is weighted 25 percent, and the capital cost estimate, planning assumptions and capital funding capacity subfactor is weighted 50 percent.

Agency Capital Condition: Medium 
· The average age of NJT’s bus fleet is 6.9 years, which is in line with the industry average.  The average ages of the LRT and commuter rail fleet are 3.5 and 23.3 years, respectively. 

· NJT’s good bond ratings, which were issued in September 2005, are as follows: Standard & Poor’s Corporation A-, Fitch A, and Moody’s Investor Service A2.

Commitment of Capital Funds: High
· Over 73 percent of non-New Starts funding is committed.  Funding sources include CMAQ, FTA formula funds, New Jersey Transportation Trust Funds, and Port Authority of New York and New Jersey funding.    
Capital Cost Estimate, Planning Assumptions, and Financial Capacity: Medium-Low
· The future of the New Jersey Transportation Trust Fund (TTF) is uncertain.  All TTF revenues are needed to pay debt service, leaving no funding for additional capital investments.  A short-term solution will provide $675 million annually through 2011, but a long term solution is needed.  
· Capital revenue and cost assumptions are in line with historical experience.  The financial plan shows a balanced budget, with no cash reserves throughout the 20-year plan to cover cost increases or funding shortfalls without deferring other capital investments.  
· The current project cost estimate is considered reliable at this stage of development.  However, its implementation schedule is aggressive, especially given the complexity of the project and other infrastructure improvements outside of the ARC scope upon which the project depends.
Operating Finance Plan Rating: Medium
The operating finance plan is rated Medium based upon the weighted average of the ratings assigned to each of the subfactors listed below.  The agency operating condition is weighted 25 percent, the commitment of operating funds is weighted 25 percent, and the operating cost estimates, planning assumptions and operating funding capacity subfactor is weighted 50 percent.

Agency Operating Condition: Medium
· NJT’s current ratio of assets to liabilities as reported in its most recent audited financial statement is 0.76.  This is due to Notes Payable and Obligations under Capital Leases being classified as current liabilities, while the funds to pay for them are classified as non-current assets.  When calculated correcting for this discrepancy, the current ratio is 1.3. 
Commitment of Operating Funds: Medium-High
· Over 70 percent of operating funding is committed.  Funding sources include fare revenues, capital transfers and project cost reimbursement from state and Federal funds, state operating assistance, and other operating revenues.
Operating Cost Estimates, Planning Assumptions, and Financial Capacity: Medium-Low
· State operating assistance comes from annual appropriations from the state’s General Fund. While the assumptions on growth in state operating assistance are reasonable compared to historical experience, there is no legislative mandate that guarantees this additional funding.
· Operating and maintenance costs, inflation, and fare increase assumptions are reasonable compared to historical trends.  

· NJT has no cash reserves or projected cash balances built into the operating plan.  
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