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Description
The New York Metropolitan Transportation Authority (MTA)/Long Island Rail Road (LIRR) is proposing to construct a direct LIRR connection from Long Island/Queens under the East River and through the lower level of the existing 63rd Street tunnel in Manhattan to Grand Central Terminal (GCT) on Manhattan’s East Side.  The existing roadway network, including the East River’s bridges and tunnels to Manhattan, is at capacity and is subject to severe congestion and delays.  The LIRR provides a necessary alternative to commuting by auto, and currently accounts for more than 75 percent of the work trips to Manhattan’s central business district from Nassau and Suffolk counties.  LIRR riders constitute almost 28 percent of the non-New York City residents that work in the area.  LIRR currently operates at capacity into its only Manhattan terminal – Penn Station in west Midtown – with peak service of 36 trains per hour.  However, nearly 50 percent of LIRR’s 106,000 daily riders have destinations on Manhattan’s East Side.  

The LIRR East Side Access (ESA) project would provide 24 new peak hour trains into GCT, thereby increasing the LIRR’s East River tunnel capacity into Manhattan by 45 percent and alleviating congestion at Penn Station (the busiest railroad station in the country).  In addition, the diversion of LIRR trains from Penn Station to GCT would allow an increase of MTA/Metro-North commuter rail trains from the lower Hudson Valley, Westchester County, and eastern Connecticut into Penn Station.  By reducing travel time to Manhattan and relieving overcrowded conditions on existing LIRR service to Penn Station, the ESA project is expected to result in 139,600 hours of travel-time benefits each weekday in 2025 for New York City commuters.
	Summary Description

	Proposed Project: 
	Commuter Rail Extension

	 
	3.5 Miles, 2 Stations

	Total Capital Cost ($YOE):
	$5.26 Billion 

	Section 5309 New Starts Share ($YOE):
	$2.63 Billion (50%)

	Annual Operating Cost ($YOE): 
	$225.4 Million

	Ridership Forecast (2025):
	167,300 Average Weekday Boardings

	 
	26,100 Daily New Riders

	Opening Year Ridership Forecast (2012):
	163,000 Average Weekday Boardings

	FY 2005 Finance Rating:
	Medium

	FY 2005 Project Justification Rating:
	Medium-High

	FY 2005 Overall Project Rating:
	Recommended


The Recommended rating is based primarily on the strong transit-supportive environment throughout the corridor and the metropolitan area, the project’s good cost effectiveness, and the adequacy of the capital and operating financial plans.  The overall project rating applies to this Annual Report on New Starts and reflects conditions as of November 2003.  Project cost estimates and proposed New Starts share are developed by local project sponsors and are not FTA assumptions.  Project evaluation is an ongoing process.  As New Starts projects proceed through development, estimates of costs, benefits, schedules and impacts are refined.  FTA’s ratings and recommendation will be updated annually to reflect new information, changing conditions and refined financing plans.

Status
FTA approved the LIRR ESA project’s entry into preliminary engineering in September 1998.  MTA/LIRR completed the environmental review process with FTA’s issuance of a Record of Decision in May 2001.  FTA approved the project’s entry into final design in February 2002.  In July 2003, the MTA Board created the Capital Construction Company (CCC) to plan, design and construct current and future major system expansion projects.   

In the FY 2004 Annual Report on New Starts, FTA indicated that it anticipated that the ESA project would be ready for a Full Funding Grant Agreement (FFGA) in FY 2004.  However, schedule delays, underestimation of prior cost revisions, and the lack of an executed agreement between MTA and Amtrak on design, construction, and operational activities along the tracks of the Harold Interlocking area in Queens where both systems operate, has impacted the estimated project cost.  ESA’s project management team and the CCC are conducting a thorough assessment of the project’s schedule and cost.  The assessment is scheduled for completion in December 2003.  The potential for an estimated 10 - 35 percent increase in the total budget for the ESA project is evident.  However, both MTA’s financial capacity and the project’s cost effectiveness can absorb this level of cost increases without a decline in the project’s overall rating of Recommended.  Therefore, FTA anticipates that the ESA project will be ready for an FFGA in FY 2005, and has recommended funding for the project in the President’s FY 2005 Budget.  

TEA-21 Section 3030(a)(54) authorized the LIRR ESA for final design and construction.  Through FY 2003, Congress has appropriated $81.51 million in Section 5309 New Starts funds for the LIRR ESA.          

Evaluation

The following criteria have been estimated in conformance with FTA’s Reporting Instructions 

for the Section 5309 New Starts Criteria, updated in June 2003.  The project will be re-evaluated prior to the execution of an FFGA.

Project Justification

Rating:  Medium-High
The Medium-High project justification rating reflects the corridor’s strong transit-supportive land use and the project’s good cost effectiveness.  Based on 2000 Census data, there are an estimated 4,443 low-income households (or six percent of the total number of households) within a ½-mile radius of affected station areas.  The ESA project would also serve approximately 698,220 jobs located within a ½-mile radius of affected station areas.  New York City is designated as a severe non-attainment area for ozone and a moderate non-attainment area for carbon monoxide.  The LIRR ESA project has an incremental cost per incremental trip value of $29.60.  

	Project Justification Quantitative Criteria

	Mobility Improvements Rating: High

	Average Employment Per Station

Average Low Income Households Per Station

Transportation System User Benefit Per Project Passenger Mile (Minutes)
	New Start vs. Baseline

139,640 

889 

10.58 

	Environmental Benefits Rating: High

	Criteria Pollutant Reduced (tons)

Carbon Monoxide (CO)

Nitrogen Oxide (NOx)

Volatile Organic Compounds

Particulate Matter (PM10)

Carbon Dioxide (CO2)

Annual Energy Savings (millions of BTU)
	New Start vs. Baseline

422

19

76

245 

44,570

515,250 



	Cost Effectiveness Rating: Medium

	Cost per Transportation System User Benefit

(current year dollars/hour)
	New Start vs. Baseline

$15.72

	Operating Efficiencies Rating: Medium

	System Operating Cost per

Passenger Mile (current year dollars)
	Baseline

$0.26
	New Start

$0.27


Existing Land Use, Transit-Supportive Land Use Policies and Future Patterns 

Rating:  High
The High rating reflects existing transit-supportive land use conditions, particularly in the Grand Central Terminal station area, coupled with city policies and zoning that will reinforce transit-supportive land use characteristics as opportunities emerge for continuing redevelopment and rehabilitation of buildings.  

Existing Conditions: The GCT is located in a unique high-intensity setting where transit and walking are the dominant mobility modes.  Nearly 540,000 employees work within ½ mile of GCT, and more than 50,000 people reside within the area.  The proposed station at Sunnyside would be located in a predominantly industrial area that also includes commercial and residential development.  Over 25,000 employees currently work in the station area, which has a residential population of nearly 9,300.  The existing subway hub at Queens Plaza, adjacent to the railroad yard complex where the station would be located, generates substantial pedestrian activity.  Redevelopment of the area is underway, as reflected in the construction of new office buildings and the conversion of industrial structures to commercial and institutional uses.  Zoning provisions and market forces jointly constrain parking in the GCT and Sunnyside station areas.
Future Plans, Policies and Performance: City policies effectively support continued high-density development at the few sites that can be assembled for redevelopment in east Midtown near GCT.  An increase of 70,000 workers and 7,000 residents is projected in the GCT station area by 2025.  New York City plans to create a major business center within the Sunnyside Station area by promoting intensification of office, residential and institutional development.  Employment is projected to increase by 3,500 and population is projected to grow by 1,200 in the station area by 2025.  Zoning changes implemented within the last few years provide for moderately high-density development, mixed land uses with pedestrian-oriented ground floor activity, and pedestrian amenities, all of which will promote transit use.  New York City’s development plan for the area includes four million square feet of office space within walking distance of the proposed Sunnyside Station.  Several office towers have recently been constructed or are under development in the area.  In addition to transit-supportive zoning, tax incentives in the Times Square area support high-density, mixed-use development and floor area bonuses are provided for pedestrian amenities.  The project will play a significant role in promoting the continued vitality of east Midtown Manhattan and in channeling a share of future economic growth into the region’s urban core.
Limited off-street parking is available near GCT.  High parking prices, resulting from market forces and New York City policies, serve as a strong deterrent to parking in the GCT area.  Moreover, city policies strongly discourage parking in the CBD.  New York City levies a tax of over 18 percent on users of lots in Manhattan, and existing zoning discourages the expansion of parking supplies.  In addition, parking policies in the Manhattan CBD could be extended to the area surrounding the proposed Sunnyside Station in Queens as projected growth in commercial and office development progresses.

Local Financial Commitment
Rating: Medium
The Medium local financial commitment rating was determined by the stability of MTA’s revenue sources and operating condition, tempered by the likelihood of a capital cost increase for the project and the recent sluggish economic conditions which have resulted in budget constraints.

Proposed Non-Section 5309 New Starts Share of Total Project Costs: 50% 
Rating: Medium 
The financial plan for the LIRR ESA project proposes a 50 percent share of Section 5309 New Starts funds, with the balance of funding to come from MTA’s dedicated revenues from State and local sources.

	Locally Proposed Financial Plan

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

	Federal: 

Section 5309 New Starts


	$2,632.0


	50.0 %

	Local:

MTA Dedicated Sources


	$2,632.0
	50.0 %

	Total:  
	$5,264.0
	100.0 %


NOTE:  Funding statements reflected in this table have been made by project sponsors and are not DOT or FTA assumptions.  Sum of figures may differ from total as listed due to rounding.  

Stability and Reliability of Capital Financing Plan

Rating:  Medium 

The Medium rating reflects the strong stability of MTA’s funding sources, including debt refinancing, bonding capacity, and fare revenues.  The rating also represents MTA’s ability to obtain financial support from city and State sources for its Capital Program.  However, New York City and State financial support for public transportation has been challenged in recent years due to sluggish economic conditions that have resulted in budget constraints within MTA.  In addition, the rating also acknowledges the likelihood that ESA’s current total capital cost estimate will increase.   

Agency Capital Financial Condition: MTA’s capital financial condition is stable.  The agency’s bonds are rated in the medium to upper grade level.  The average age of MTA’s bus fleet is 5.4 years, which is good.  MTA has completed a $14 billion restructuring of the agency’s debt obligations, resulting in the consolidation of 13 of 16 existing credits into four new credits.  This action is estimated to yield $4.5 billion in additional capital funds without increasing existing maximum annual debt service.
Capital Cost Estimate and Contingencies: Total capital costs for LIRR ESA are currently estimated at $5.26 billion, including a $250 million reserve and a $635 million construction contingency.  However, several issues remain concerning the estimate, the most significant being a delay in the execution of an agreement between LIRR and Amtrak regarding a series of construction and operational activities along the tracks of the Harold Interlocking area in Queens.  Therefore, the cost estimate for ESA is expected to increase.  
Existing and Committed Funding: Approximately 57 percent ($1.5 billion) of the non-Section 5309 New Starts share of the project’s current total estimated capital cost has been committed in MTA’s current Capital Program.  The agency indicates that the remaining 43 percent ($1.1 billion) of the non-New Starts share of the current total capital cost estimate will be committed in future MTA Capital Programs.   

New and Proposed Funding Sources: No new sources are proposed for the construction of the LIRR ESA project.  However, the level of New Starts funding that MTA is projecting to receive from FTA on an annual basis exceeds the funding level generally granted by FTA.  As a result, MTA is planning to utilize short-term financing, such as Grant Anticipation Notes, to close the projected funding gap.  
Stability and Reliability of Operating Finance Plan 
Rating:  Medium 
The Medium rating reflects MTA’s stable operating condition.  Revenues, including farebox receipts and other dedicated sources, are considered adequate.  The rating also acknowledges  MTA’s anticipated operating deficit for the agency’s 2005-2007 budgetary cycle.    
Agency Operating Financial Condition: MTA’s audited financial statements indicate that the agency is currently operating within a sound financial framework.  MTA’s farebox recovery rate for the past 10 years has ranged between 45 percent and 58 percent.  However, MTA is currently projecting an operating deficit ranging between $840 million and $1.45 billion for its 2005-2007 budget.  MTA reports that the anticipated operating deficit is attributable to a downturn in the regional economy, increased labor costs, and reductions in State and city financial contributions.  MTA is actively exploring a series of cost-saving measures to address the projected deficit.  In May 2003, MTA increased fares and tolls on its transit and roadway (tunnels and bridges) facilities by an average of 33 percent.    
Operating Cost Estimates and Contingencies: Annual operating and maintenance (O&M) costs for the LIRR ESA project are currently estimated at $225.4 million (escalated dollars).  The estimate increased by approximately 17 percent from the O&M estimate reported in last year’s Annual Report on New Starts.  Last year’s estimate was based on a forecast year of 2020, whereas the current estimate is based on a forecast year of 2025.  The additional cost is a result of five years of inflation.  MTA’s total operating and maintenance costs for the years 2003-2022 are estimated at $83 billion.  ESA’s operating cost over the same period is projected at $1.9 billion.  

Existing and Committed Funding: All proposed operating funding sources exist.  MTA has budgeted approximately $1.9 billion to ESA’s operating costs as part of the agency’s 20-year cash flow analysis (2003-2022).  Unlike capital funds, which are committed in the agency’s Capital Program, operating funds are approved on an annual basis.  Therefore, the projected 55 percent subsidy to operate and maintain ESA will be approved on an annual basis, along with MTA’s overall transportation program.  
New and Proposed Funding Sources: No new funding sources for operating revenues are proposed for the LIRR ESA project.
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