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Purpose

FTA is currently developing a Rule for the New and Small Starts programs that addresses the provisions in the transportation statute, Safe, Accountable, Flexible, Efficient Transportation Equity Act - A Legacy for Users (SAFETEA-LU).  While the Notice of Proposed Rulemaking for that Rule (NPRM) includes the overall framework for the evaluation of New and Small Starts projects, as well as the criteria, their weights, and in some cases the measures for the criteria, many of the criteria measures were not described in the NPRM.  The purpose of this document is to describe for comment by interested parties the measures not addressed in the NPRM, as well as how they will be used to determine a rating for each of the criteria.  The intent is to not replicate information contained in the NPRM so that commenters will not have to respond to the same issues in two separate documents.  FTA will incorporate any changes made in response to comments made to this document, and issue a revised document when the Final Rule is issued.  

Interested parties may submit written comments to the Dockets Management System, U.S. Department of Transportation, Docket Operations, M-30, West Building Ground Floor, Room W12-140, 1200 New Jersey Ave SE, Washington, DC 20590.  Please submit comments identified by the docket number (FTA-2007-28780) by any of the following methods:

· Federal eRulemaking Portal:  http://www.regulations.gov.   Follow the online instructions for submitting comments.  

· Web Site: http://dms.dot.gov.  Follow the instructions for submitting comments on the DOT electronic docket site.

· Fax: 1-202-493-2251.

· Mail: U.S. Department of Transportation, Docket Operations, M-30, West Building Ground Floor, Room W12-140, 1200 New Jersey Ave SE, Washington, DC 20590.

· Hand Delivery: To the Docket Management System; U.S. Department of Transportation, Docket Operations, M-30, West Building Ground Floor, Room W12-140, 1200 New Jersey Ave SE, Washington, DC 20590, between 9:00 am and 5:00 pm, Monday through Friday, except Federal Holidays.

All submissions must include the agency name and docket number or Regulatory Identification Number (RIN) for this notice.  For detailed instructions on submitting comments and additional information on the rulemaking process, see the Public Participation heading of the Supplementary Information section of this document.  Note that all comments received will be posted without change to http://dms.dot.gov including any personal information provided.  Please see the Privacy Act heading under Supplementary Information.  For access to the docket and to read background documents or comments received, go to http://dms.dot.gov at any time or to the Docket Management System.

1 New Starts 

1.1 New Starts Project Justification

FTA proposes that the criteria for evaluation of project justification be organized into two major categories that identify different impacts of projects -- effectiveness and cost effectiveness.  

The division of the criteria into two categories follows the principles of good planning and FTA’s guidance on project evaluation, which has been in use for over 20 years, by recognizing that they address very different aspects of project benefits.  Criteria related to effectiveness address how well a project performs without regard to cost, which acknowledges the importance of the magnitude of the project benefits.  Projects with significant benefits, properly normalized so that credit is not simply a function of project size, are notable for what they accomplish.  On the other hand, cost effectiveness addresses the magnitude of project benefits as compared to project costs.  Projects can be very cost effective but have poor effectiveness ratings because their benefits are minimal, as are their costs.  Similarly, projects can be very effective but not cost effective because, while their benefits are considerable, their costs are excessive.  Please refer to the NPRM for specific weights.     

1.1.1 New Starts Effectiveness

FTA proposes that the criteria under effectiveness be: 1) general mobility, 2) economic development/land use, 3) mobility for transit dependents, and 4) environmental benefits.  The primary benefit from major transit projects is likely from their impact on increasing mobility, and the effect of this increase in accessibility in creating more development around station areas.  Because more benefits of projects flow from these factors, they constitute the majority of the rating for project effectiveness.  For specific weights, please refer to the NPRM.  

The benefits of economic development fall primarily into three areas: increases in property values, increases in regional efficiencies, and the reduced travel of those locating close to a transit station.  Increases in property values and rents are not considered because they are already accounted for in the transportation benefits for the project.  To determine regional efficiencies and reduced travel, a promising approach would be to determine the value of both regional efficiencies and reduced travel using models that could ultimately quantify the user benefits expected from the project.  That effort would allow for quantifiable criteria with measures of user benefits that account for both transportation and economic development/land use benefits.  However, requiring that these models be implemented for every project would require both considerable effort and costs for project sponsors.  Until we have more evidence that can shed light on the relative benefits of mobility and economic development/land use, they will be weighted equally for the effectiveness rating.  Please refer to the NPRM for specific weights. 

Assessing the value of mobility for transit dependents and of environmental benefits for comparative analysis is problematic in terms of reliable quantification of user benefits.  Clearly, each has a role in assessing the overall benefits expected from projects; therefore, FTA proposes that they be valued equally, at lesser weights, to acknowledge the inherent difficulty in converting them into common measures for comparative analysis.  Please refer to the NPRM for specific weights. 

1.1.1.1 General Mobility

FTA proposes three measures for general mobility: 1) the number of average weekday riders on the project; 2) the user benefits per passenger mile on the project; and 3) the severity of the current congestion in the project corridor.  Each of the measures will be weighted equally to determine the general mobility rating.  

(1) Average weekday ridership - indicates whether the project provides benefits for a large number of people.  All else being equal, projects that benefit more people are better than projects that benefit fewer people.  The evaluation of general mobility tries to determine to what degree the proposed New Starts project provides substantial benefits for a large number of people.  

(2) User benefits per project passenger mile - indicates whether the New Start is projected to result in significant benefits for the average passenger.  Some projects can result in very large total benefits, but when spread over very large numbers of people, the benefits may not be significant for the user.  This measure seeks to determine whether a passenger is likely to have a noticeably better service after the project in implemented.  “User benefits” is defined to include all changes in mobility that are measured by local ridership-forecasting methods and defines the scope of those benefits to include both existing and new transit riders compared to the baseline alternative.  (The definition also includes benefits to users of the highway system but measurement of those benefits is not yet available due to the current state of the practice for predicting changes in highway speeds.)  Consequently, the user-benefits measure credits transit projects with reductions in transit travel times (including time spent walking, waiting, transferring, and riding in transit vehicles), any other service characteristics (such as the number of transfers) included in local forecasting methods, and the availability of multiple competitive travel options, again as represented by local forecasting methods.  The user-benefits measure also captures credit for other project characteristics that improve the quality of transit service including changes in reliability, span of service, safety and security, passenger stations, passenger information, permanence of the facilities, and other characteristics not represented by travel times and costs, which are represented by the mode specific constants included in the travel model.  
(3) Current congestion - is meant to serve as a proxy for the benefits to users of the highway system that result from the project.  Current travel forecasting models do not provide accurate forecasts for changes in highway speeds; hence, measurement of the benefits to users of the highway system resulting from implementation of the transit project is not yet available.  Therefore, FTA seeks to determine the extent of current congestion in the project corridor under the assumption that corridors with significant congestion are more likely to experience congestion relief benefits from the proposed project than corridors without much current congestion.  The measures used to determine current congestion will include: the percent deviation in peak period average speeds vs. free flow speeds for private vehicles and buses, person hours of delay in the corridor, the level of service for highways and major arterials that serve the project corridor, and the ratio of daily vehicle miles to lane miles. 

1.1.1.2 Economic Development / Land Use

FTA proposes that the economic development/land use rating be based on five measures: 1) the extent to which proposed station areas can be further developed;  2) the extent to which plans and policies encourage transit-oriented development; 3) local economic conditions; 4) increased accessibility of the project; and 5) the permanence of the project.  

Economic development impacts of transportation investments reflect the increased accessibility provided by the project to the surrounding area.  If an area becomes more accessible compared to other areas, residents and businesses will be willing to pay more to locate there and property values will increase.  If land use regulations allow for more development and the general economic environment is favorable to additional development, investment will flow to the project corridor.  Due to the difficulty of distinguishing economic development impacts from the previous land-use measure and the role of land-use plans and policies in promoting economic development, FTA will combine into a single criterion the land-use and economic development rating.  

Although many studies have shown, ex poste, that transit projects have had an impact on economic development, few predictive tools are available in standard practice and development of new tools seems infeasible in the short run.  Consequently, the best-available measures of likely economic development/land-use benefits may be derived from the circumstances in which the projects would be implemented rather than from forecasts of their specific development impacts. A good deal of research on the development impacts of transit indicates that increased accessibility and permanence of the transit investment are the primary transit-related drivers of development.  Those project-related characteristics, plus indicators of the availability of land for development or redevelopment, may provide a workable representation of likely development benefits.  Specific measures will include:

(1) Current land-use conditions characterized by population and employment density as well as the degree to which the existing development patterns facilitate access to transit and pedestrian movements; 

(2) The degree to which development plans and land-use policies support transit oriented densities and pedestrian-friendly land uses in the future; 

(3) The economic development climate in the corridor characterized by corridor population and employment growth over the past 5 years and the assessed value of property within a 1/2 mile radius of each proposed station for each of the past 5 years;

(4) The project-related change in transit accessibility for developable areas in the corridor as measured by total user benefits vs. the baseline alternative; and 

(5) The economic lifespan of new transit facilities proximate to those developable areas as measured by the value of fixed assets in the corridor (including stations and guideway elements but excluding yards and shops) divided by the total cost of the proposed project in constant base year dollars.  

1.1.1.3 Mobility for Transit Dependents

FTA proposes three measures for mobility for transit dependents: 1) the first measure is the share of the project’s user benefits for transit dependents, normalized by the share of the metropolitan area’s population found in that lowest income/auto-ownership stratum  2) the number of transit dependent riders on the project and 3) the user benefits of transit dependents per project passenger-mile  

The rating for mobility benefits for transit dependents would be based on these three measures and on the extent to which previous projects in the region have benefited transit dependents. 

(1) The share of total user benefits for transit dependents, defined as the user benefits that accrue to passengers in the lowest income/auto-ownership stratum in the region’s travel-forecasting model, will be divided by the regional share of transit dependents in the population.  This measure seeks to determine whether or not a project is in a relatively transit dependent corridor for the particular metropolitan area.  

(2) Like the general mobility measure, the number of transit dependent riders indicates whether or not the project provides benefits for a large number of transit dependent people.  

(3) User benefits for transit dependents per passenger mile indicate whether the New Start is projected to result in significant benefits for the average transit dependent passenger.  

1.1.1.4 Environmental Benefits

FTA proposes that environmental benefits be rated based on the consideration of three measures: 1) ISO 14001 Certification; 2) EPA ratings for the most recent NEPA document (if applicable); and 3) Person-days of exposure to “bad air” within the service area. Each of the applicable measures will be weighted equally to determine the environmental benefits rating.

For many years, the environmental benefits of a project have been assessed by considering only the air quality non-attainment status of the metropolitan area in which the project is located. This approach has met the minimum statutory requirement that environmental benefits be considered in rating projects, but it has not helped FTA in separating out the best projects, because most metropolitan areas in which New Starts projects are located are non-attainment areas.  FTA has also requested information about the emissions reductions associated with the projects, but these reductions were such a tiny percentage of the total transportation-related emissions in the non-attainment areas that the measure was not considered statistically reliable in distinguishing among the candidate projects.  The same is true for transportation-related energy savings. FTA is now proposing to use, in the short term, a new set of measures described below, and at the same time, to initiate a longer term effort, in consultation with the transit community and environmental experts, to develop more robust environmental measures responsive to the statutory requirement and practically useful in distinguishing among candidate projects.  Information about this longer-term effort will be publicized through APTA and STPP, and other stakeholders.  
 
In the short run, FTA proposes to rate projects on the following environmental factors and then to roll up those ratings into a single environmental benefits rating.  FTA will give equal weight to three environmental factors in determining the overall rating for environmental benefits.  The three environmental factors are:

(1) ISO 14001 Certification:  A transit agency whose capital construction program is ISO14001 certified (http://www.iso.org/iso/en/prods-services/otherpubs/iso14000/index.html) will receive a high rating for this factor.  A transit agency whose capital construction program is not ISO14001 certified, but is conducted under a formal environmental management system (EMS) will receive a medium rating for this factor.  A transit agency whose capital construction program is not ISO14001 certified and is not conducted under an EMS (http://www.epa.gov/ems/index.html) will receive a low rating for this factor.  

(2) EPA rating (http://www.epa.gov/compliance/nepa/comments/ratings.html#rating): A project whose most recent NEPA document has been rated “Lack of Objection” by EPA in its Federal Register notice, or was not rated by EPA, will receive a high rating for this factor.   A project whose most recent NEPA document has been rated “Environmental Concerns” by EPA will receive a medium rating for this factor.  A project whose most recent NEPA document has been rated “Environmental Objection” or “Environmentally Unsatisfactory” by EPA will receive a low rating for this factor.

(3) Person-days of exposure to “bad air” within the service area: Using the most recent year for which EPA air monitoring data has been published, compute the sum of the population for all census tracts wholly or partly within 0.5 miles of a proposed station using the most recent U.S. Census, times the number of days in that year that the air in that tract exceeded the National Ambient Air Quality Standards (NAAQS) for one or more transportation-related pollutant (ozone, NO2, PM2.5, PM10, or CO).  A day is counted as a "bad air" day if any of transportation-related NAAQS is exceeded.  If more than one NAAQS is exceeded, it is still just one day of bad air.  When the results of this factor have been received for all projects in the pipeline, FTA will sort the results from greatest number of person-days of exposure to “bad air” to lowest and group them into three groups with the highest group receiving a high rating for this factor, and the middle group a medium rating, etc.  

1.1.2 New Starts Cost Effectiveness

Since 2002, user benefits have been used as the sole denominator for its measure of New Starts cost effectiveness.  This focus on mobility has not meant that FTA believes that there are not other important benefits, like economic development, which should be considered in evaluating the merits of proposed New Starts projects.  Rather, it is a consequence of the state of the practice of measuring mobility, which, despite some deficiencies in some local travel forecasting models, is still far more advanced than the tools and measures used to estimate the economic development impacts of major transit investment projects.  In addition, beginning in 2002, FTA no longer included the rating for mobility improvements in the rating of a New Starts project’s project justification rating, leaving a mobility-based cost effectiveness measure as a logical compliment to the measures used to capture the transit supportiveness of the land use, land use policies, and policy performance (and, implicitly, the anticipated economic development impacts) of communities in which New Starts projects are proposed.

As previously noted, FTA proposes to provide both mobility improvements and economic development/land use with a significant weight in the rating for project effectiveness (for the specific weight, please refer to the NPRM).  

1.1.3 New Starts Reliability

FTA proposes that the reliability rating be based on the following measures: 1) transit-orientation of existing and future land use plans and policies; 2) project sponsor experience with implementing previous projects; 3) industry experience with the proposed project type in similar settings; 4) the reliability of the forecasting methods; 5) the degree to which future ridership projections depend on substantial population and employment growth beyond the opening year; 6) the use of innovative contractual agreements for operations; and 7) mitigation actions taken by the project sponsor.  The reliability rating will be used to raise or lower the rating for the criteria affected by reliability.
Understanding uncertainty will allow FTA to better recommend funding among projects with similar costs and benefits, but with significant differences in uncertainties.  A better understanding of uncertainties will facilitate a better understanding of why costs and ridership vary from predictions so that better approaches to forecasts can be developed for future projects.  Additionally, because a major purpose of planning and project development studies is to disclose information for decision-making, a more explicit representation of uncertainties better informs decision-makers by providing richer information about the likelihood of achieving the project benefits and costs.   

1.1.4 New Starts Other Factors

FTA proposes to incorporate under “other factors” two specific considerations. 1) if a proposed New Starts project is a principle element of a congestion management strategy, in general, and a pricing- strategy. , in particular, the project justification rating will be increased if near a breakpoint and 2) FTA proposes to rate the degree to which a New Starts project addresses significant transportation problems or opportunities in a corridor and the appropriateness of the preferred alternative as a response by reviewing the contents of the “make-the-case document” as a standard criterion under “other factors.” In cases where a project’s justification rating is near a breakpoint, a ‘‘high” make-the-case rating will increase the project’s rating- and a “low” make-the-case rating will decrease the rating.  Moreover, FTA will continue to encourage the reporting, under “other factors,” of any information on significant project benefits that project sponsors do not think is captured under the other criteria.  .
(1)  For several years, FTA has required a make-the-case document that includes specific, quantifiable information on the merits of a proposed New Starts project.  The make-the-case document is intended to provide FTA and other stakeholders with a coherent, succinct narrative that identifies the motivations and expectations that have led to the proposed project.  When based on analytical results of planning and project development, this narrative may provide a persuasive justification of the need and of the expected performance of the proposed project that FTA could incorporate into the presentation of the project to various federal participants in the New Starts funding process.  

A strong case for a proposed project will: 

· Identify the nature, extent, and timing of the problem(s) being addressed, including:

· Roadway congestion, including the specific travel markets contributing to and affected by congestion;

· The effects of roadway congestion on transit service, performance, and competitiveness;

· Limitations on transit capacity and their effects; 

· The impacts of congestion and other accessibility problems on specific economic-development plans; and

· The extent to which these problems already exist or are projections of emerging difficulties. 

· Present the specific ways that the proposed project is effective in addressing the problem, including:

· Improvements in the quality of transit service in terms of reduced travel and wait times, and improved reliability, comfort and convenience;

· Projected ridership response to these improvements; and

· Expected economic-development impacts.

· Outline the merits of the proposed project as a candidate for New Starts funding, including: 

· The benefits and costs of the project compared to the baseline alternative; and

· The benefits and costs of the project compared to lower-cost “build” alternatives.

FTA will assign a rating of “high,” “medium,” or “low” to the strength of the information contained in the make-the-case document.    A “high” rating will be assigned to projects that effectively address severe near-term transportation or economic-development problems.  A “low” rating will be assigned to projects that are ineffective investments in corridors with minor transportation or economic-development problems.  All other projects will be assigned a “medium” rating.  FTA will use make-the-case ratings of “high” and “low” to determine the project justification rating of projects that are at the margin between two overall-rating outcomes. 

(2)  If the proposed project’s rating is near a breakpoint and is a principle element of a congestion management strategy in general, and a pricing strategy, in particular, its overall project rating will be increased 

This provision re-affirms the metropolitan planning requirement (49 U.S.C. 5303(k)(3)) that metropolitan  planning organizations serving Transportation Management Areas undertake a Congestion Management Process. It also supports the initiative of the Secretary of Transportation, which is to promote strategies that reduce highway congestion.  Pricing strategies have been shown to reduce congestion and support higher transit ridership.  Because the magnitude of the effect is not well captured by travel forecasts, consideration of pricing strategies under the general mobility measure allows FTA to account for the expected increase in transportation benefits, even if they are not readily verifiable. 
1.2 New Starts Local Financial Commitment

FTA proposes that the capital and operating plan ratings be equally weighted to determine the overall local financial commitment rating.  In addition, if the amount of New Starts funding requested is less than 50% of the total project cost and the project has an overall local financial commitment rating of “medium” or “medium-high”, the rating would be increased one level.  
To emphasize the importance of a sound operating financial plan, as well as to provide incentive for greater overmatch by project sponsors, FTA is proposing that the stability and reliability of the operating finance plan and the stability and reliability of the capital finance plan be given equal weighting to arrive at the overall local financial commitment rating.  The New Starts share would be considered only as a bonus measure.  If a project sponsor proposes a New Starts share less than 50% of the total project cost and the overall local financial commitment rating is “medium” or “medium-high”, then the overall local financial commitment  rating will be raised one level.  If a project sponsor proposes a New Starts share of 50% or above (up to the statutory maximum of 80%), the local financial commitment rating will not be changed.  This proposed change responds to direction in SAFETEA-LU that FTA evaluate the percent of New Starts share, as required by Section 5309(d)(4)(B)(v), while ensuring that no project is required to provide more than the required 20 percent match as provided in Section 5309(h)(5).  

The following decision rules with regards to the local financial commitment rating also apply: 

· If either of a proposed project’s operating or capital finance plans receives a Medium‑Low or Low rating, the summary finance rating for the project cannot be higher than a Medium-Low. 

· To receive a summary financial rating of Medium-High, both the capital and operating finance plans must be rated at least Medium-High.

FTA proposes the use of three sub-factors to develop the ratings for the stability and reliability of the capital and operating finance plans when evaluating local financial commitment of New Starts projects: 1) Condition, 2) Commitment and 3) Capacity / Estimates/Assumptions.  

FTA will weight these three sub-factors as follows: 

· 25% for condition, 
· 25% for commitment, and 
· 50% for capacity/estimates/assumptions.
FTA proposes that the degree to which a project employs innovative contractual agreements will be considered in the evaluation and rating of the operating finance plan.  

To encourage project sponsors to examine innovative operating arrangements that might result in cost savings, FTA is proposing to provide a bonus that will increase the operating finance plan rating one level from “medium” to “medium-high” or from “medium-high” to “high”, if the project sponsor can demonstrate it has provided the opportunity for the operation and maintenance of the project to be contracted out.  FTA will not apply the bonus if the operating finance plan is rated below “medium”. 

2 Small Starts 

2.1 Small Starts Project Justification

FTA proposes that the criteria for evaluation of project justification be organized into two major categories that identify different impacts of projects -- effectiveness and cost effectiveness.  

The division of the criteria into two categories follows the principles of good planning and FTA’s guidance on project evaluation, which has been in use for over 20 years, by recognizing that they address very different aspects of project benefits.  Criteria related to effectiveness addresses how well a project performs without regard to cost, which acknowledges the importance of the magnitude of the project benefits.  Projects with significant benefits, properly normalized so that credit is not simply a function of project size, are notable for what they accomplish.  On the other hand, cost effectiveness addresses the magnitude of project benefits as compared to project costs.  Projects can be very cost effective but have poor effectiveness ratings because their benefits are minimal as are their costs.  Similarly, projects can be very effective but not cost effective because, while their benefits are considerable, their costs are excessive.  Please refer to the NPRM for specific weights.  

2.1.1 Small Starts Effectiveness

FTA proposes effectiveness be comprised of two factors:  1) general mobility, and 2) economic development/land use.  

Worthwhile transit projects produce significant mobility benefits for users of the transportation system.  Improved accessibility derived directly from these mobility benefits, combined with supportive land-use plans and policies, can spur economic develop impacts around transit stations.  A portion of the economic development benefits simply reflect, in land values, the additional accessibility provided by the project.  That benefit is already captured in mobility benefits.  However, to the extent land-use patterns become more concentrated around transit stations than would be the case in the TSM alternative, additional benefits in terms of increased efficiency of the transportation system will result.  FTA is currently studying the magnitude of these additional benefits.  Until research provides a more definitive distribution of benefits, FTA intends to divide the effectiveness rating into two factors: general mobility and economic development/land-use.  Please refer to the NPRM for specific weights of these factors.

2.1.1.1 General Mobility

FTA proposes three measures for general mobility: 1) the average number of weekday riders on the project, 2) the user benefits per passenger mile on the project, and 3) the severity of the current congestion in the project corridor.  

(1) Average weekday ridership - indicates whether the project provides benefits for a large number of people.  All else being equal, projects that benefit more people are better than projects that benefit fewer people.  

(2) User benefits per passenger mile - indicates whether the Small Start is projected to result in significant benefits for the average passenger.  Some projects can result in very large total benefits, but when spread over very large numbers of people, the benefits may not be significant for the user.  This measure seeks to determine whether a passenger is likely to have a noticeably better service after the project in implemented.  “User benefits” is defined to include all changes in mobility that are measured by local ridership-forecasting methods and define the scope of those benefits to include both existing and new transit riders compared to the baseline alternative.  (The definition also includes benefits to users of the highway system but measurement of those benefits is not yet available due to the current state of the practice for predicting changes in highway speeds.)  Consequently, the user-benefits measure credits transit projects with reductions in transit travel times (including time spent walking, waiting, transferring, and riding in transit vehicles), any other service characteristics (such as the number of transfers) included in local forecasting methods, and the availability of multiple competitive travel options, again as represented by local forecasting methods.  The user-benefits measure also captures credit for other project characteristics that improve the quality of transit service including changes in reliability, span of service, safety and security, passenger stations, passenger information, permanence of the facilities, and other characteristics not represented by travel times and costs, which are represented by the mode specific constants included in the travel model.  

(3) Current congestion - is meant to serve as a proxy for the benefits to users of the highway system that result from the project.  Current travel forecasting models do not provide accurate forecasts for changes in highway speeds, hence measurement of the benefits to users of the highway system resulting from implementation of the transit project is not yet available.  Therefore, FTA seeks to determine the extent of current congestion in the project corridor under the assumption that corridors with significant congestion are more likely to experience congestion relief benefits from the proposed project than corridors without much current congestion.  The measures used to determine current congestion will include: the percent deviation in peak period average speeds vs. free flow speeds for private vehicles and buses, person hours of delay in the corridor, the level of service for highways and major arterials that serve the project corridor, and the ratio of daily vehicle miles to lane miles. 

2.1.1.2 Economic Development / Land Use

FTA proposes that the economic development/land use rating be based on five measures: 1) the extent to which the station area can be further developed, 2) the extent to which plans and policies encourage transit-oriented development, 3) local economic conditions, 4) increased accessibility of the project, and 5) the permanence of the project.  
Economic development impacts of transportation investments reflect the increased accessibility provided by the project to the surrounding area.  If an area becomes more accessible compared to other areas, residents and businesses will be willing to pay more to locate there and property values will increase.  If land use regulations allow for more development and the general economic environment is favorable to additional development, investment will flow to the project corridor.  Due to the difficulty of distinguishing economic development impacts from the previous land-use measure and the role of land-use plans and policies in promoting economic development, FTA will combine into a single criterion the land-use and economic development rating.  

Although many studies have shown, ex poste, that transit projects have had an impact on economic development, few predictive tools are available in standard practice and development of new tools seems infeasible in the short run.  Consequently, the best-available measures of likely economic development/land-use benefits may be derived from the circumstances in which the projects would be implemented rather than from forecasts of their specific development impacts. A good deal of research on the development impacts of transit indicates that increased accessibility and permanence of the transit investment are the primary transit-related drivers of development.  Those project-related characteristics, plus indicators of the availability of land for development or redevelopment, may provide a workable representation of likely development benefits.  Specific measures will include:

(1) Current land-use conditions characterized by population and employment density as well as the degree to which the existing development patterns facilitates access to transit and pedestrian movements; 

(2) The degree to which development plans and land-use policies support transit oriented densities and pedestrian-friendly land uses in the future; 

(3) The economic development climate in the corridor characterized by corridor population and employment growth over the past 5 years and the assessed value of property within a 1/2 mile radius of each proposed station for each of the past 5 years;

(4) The project-related change in transit accessibility for developable areas in the corridor as measured by total user benefits vs. the baseline alternative; and 

(5) The economic lifespan of new transit facilities proximate to those developable areas as measured by the value of fixed assets in the corridor (including stations and guideway elements but excluding yards and shops) divided by the total cost of the proposed project in constant base year dollars.

2.1.2 Small Starts Cost-Effectiveness

Since 2002, user benefits have been used as the sole denominator for its measure of New Starts cost effectiveness.  This focus on mobility has not meant that FTA believes that there are not other important benefits, like economic development, which should be considered in evaluating the merits of proposed Small Starts projects.  Rather, it is a consequence of the state of the practice of measuring mobility, which, despite some deficiencies in some local travel forecasting models, is still far more advanced than the tools and measures used to estimate the economic development impacts of major transit investment projects.  In addition, beginning in 2002, FTA no longer included the rating for mobility improvements in the rating of a Small Starts project’s project justification rating, leaving a mobility-based cost effectiveness measure as a logical compliment to the measures used to capture the transit supportiveness of the land use, land use policies, and policy performance (and, implicitly, the anticipated economic development impacts) of communities in which Small Starts projects are proposed.

By basing the denominator in the cost effectiveness equation on information already being used to represent the effectiveness of proposed Small Starts projects, no additional analysis or reporting is required by the project sponsor.  Moreover, by avoiding the use of additional measures of economic development in the calculation of cost effectiveness, the approach proposed here minimizes the potential for added uncertainties related to the estimate of the economic development impacts of projects to either over- or under-value the merits of proposed projects.  Finally, FTA believes that this measure is much easier to convey and understand than alternative approaches to incorporating economic development into the cost effectiveness measure.

2.1.3 Small Starts Reliability

The reliability rating will be based on the following factors: 1) transit-orientation of existing and future land use plans and policies 2) project sponsor experience with implementing previous projects 3) industry experience with the proposed project type in similar settings 4) the reliability of the forecasting methods 5) the degree to which future ridership projections depend on substantial population and employment growth beyond the opening year 6) the use of innovative contractual agreements for operations 7) and mitigation actions taken by the project sponsor.  
FTA believes a requirement to adjust ratings based on the reliability of the data should be included to satisfy several SAFETEA-LU requirements.  Understanding uncertainty will allow FTA to better recommend funding among projects with similar costs and benefits, but with significant differences in uncertainties.  A better understanding of uncertainties will facilitate a better understanding of why costs and ridership vary from predictions so that better approaches to forecasts can be developed for future projects.  Additionally, because a major purpose of planning and project development studies is to disclose information for decision-making, a more explicit representation of uncertainties better informs decision-makers by providing richer information about the likelihood of achieving the project benefits and costs.   

2.1.4 Small Starts Other Factors

FTA proposes to incorporate under “other factors” two specific considerations. 1) if a proposed Small Starts project is a principle element of a congestion management strategy, in general, and a pricing- strategy. , in particular, the project justification rating will be increased if near a breakpoint.  2) FTA proposes to rate the degree to which a Small Starts project addresses significant transportation problems or opportunities in a corridor and the appropriateness of the preferred alternative as a response by reviewing the contents of the “make-the-case document” as a standard criterion under “other factors.” In cases where a project’s justification rating is near a breakpoint, a ‘‘high” make-the-case rating will increase the project’s  rating- and a “low” make-the-case rating will decrease the rating.  Moreover, FTA will continue to encourage the reporting- , under “other factors,” any information on significant project benefits that project sponsors do not think is captured under the other criteria.
For several years, FTA has required a make-the-case document that includes specific, quantifiable information on the merits of a proposed Small Starts project.  The make-the-case document is intended to provide FTA and other stakeholders with a coherent, succinct narrative that identifies the motivations and expectations that have led to the proposed project.  When based on analytical results of planning and project development, this narrative may provide a persuasuve justification for the need for and of the expected performance of the proposed project that FTA could incorporate into the presentation of the project to various federal participants in the Small Starts funding process.  

A strong case for a proposed project will: 

· Identify the nature, extent, and timing of the problem(s) being addressed, including:

· Roadway congestion, including the specific travel markets contributing to and affected by congestion;

· The effects of roadway congestion on transit service, performance, and competitiveness;

· Limitations on transit capacity and their effects; 

· The impacts of congestion and other accessibility problems on specific economic-development plans; and

· The extent to which these problems already exist or are projections of emerging difficulties. 

· Present the specific ways that the proposed project is effective in addressing the problem, including:

· Improvements in the quality of transit service in terms of reduced travel and wait times, and improved reliability, comfort and convenience;

· Projected ridership response to these improvements; and

· Expected economic-development impacts.

· Outline the merits of the proposed project as a candidate for Small Starts funding, including: 

· The benefits and costs of the project compared to the baseline alternative; and

· The benefits and costs of the project compared to lower-cost “build” alternatives.

FTA will assign a rating of “high,” “medium,” or “low” to the strength of the information contained in the make-the-case document.  A “high” rating will be assigned to projects that effectively address severe near-term transportation or economic-development problems.  A “low” rating will be assigned to projects that are ineffective investments in corridors with minor transportation or economic-development problems.  All other projects will be assigned a “medium” rating.  FTA will use make-the-case ratings of “high” and “low” to determine the project justification rating of projects that are at the margin between two overall-rating outcomes. 
2.2 Small Starts Local Financial Commitment

The capital and operating plan ratings will be equally weighted to determine the overall local financial commitment rating.  If the amount of Small Starts funding requested is less than 50% of the total project cost and the project has an overall local financial commitment rating of “medium” or “medium-high”, the rating would be increased one level.  
To emphasize the importance of a sound operating financial plan, as well as to provide incentive for greater overmatch by project sponsors, FTA is proposing that the stability and reliability of the operating finance plan and the stability and reliability of the capital finance plan be given equal weighting to arrive at the overall local financial commitment rating.  The Small Starts share would be considered only as a bonus measure.  If a project sponsor proposes a Small Starts share less than 50% of the total project cost and the overall local financial commitment rating is “medium” or “medium-high”, then the overall local financial commitment rating will be raised one level.  If a project sponsor proposes a Small Starts share of 50% or above (up to the statutory maximum of 80%), the local financial commitment rating will not be changed.  This proposed change responds to direction in SAFETEA-LU that FTA evaluate the percent of Small Starts share, as required by Section 5309(d)(4)(B)(v), while ensuring that no project is required to provide more than the required 20 percent match as provided in Section 5309(h)(5).  

The following decision rules with regards to the local financial commitment rating also apply: 

· If either of a proposed project’s operating or capital finance plans receives a Medium‑Low or Low rating, the summary finance rating for the project cannot be higher than a Medium-Low. 

· To receive a summary financial rating of Medium-High, both the capital and operating finance plans must be rated at least Medium-High.

FTA will use three sub-factors to develop the ratings for the stability and reliability of the capital and operating finance plans when evaluating local financial commitment of Small Starts projects: 1) Condition, 2) Commitment and 3) Capacity / Estimates/Assumptions.  

FTA will weight the three sub-factors as follows: 

· 25% for condition, 
· 25% for commitment, and 
· 50% for capacity/estimates/assumptions.
The degree to which a project employs innovative contractual agreements will be considered in the evaluation and rating of the operating finance plan.  

To encourage project sponsors to examine innovative operating arrangements that might result in cost savings, FTA is proposing to provide a bonus that will increase the operating finance plan rating one level from “medium” to “medium-high” or from “medium-high” to “high”, if the project sponsor can demonstrate it has provided the opportunity for the operation and maintenance of the project to be contracted out.  FTA will not apply the bonus if the operating finance plan is rated below “medium”. 
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