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Description 

The Regional Transportation Commission (RTC) of Southern Nevada is proposing a 2.3-mile extension of a 3.6-mile monorail system currently being constructed by a local public/private partnership. The proposed New Starts project would serve the northern portion of Las Vegas Boulevard (the “Strip”) and is intended to provide improved transportation access to the Las Vegas central business district (CBD) and the Freemont Street entertainment district, while promoting economic development in the Main Street area.  

RTC currently operates a high level of bus service along this highly congested corridor.   

The proposed monorail system is expected to result in approximately 6,500 daily hours of travel‑time benefits to transit riders in 2020.  The monorail extension is expected to offer visitors to Las Vegas a faster, more convenient transit service than conventional bus service, private taxi-cabs, or shuttle buses between entertainment destinations along the alignment.  Travel forecasts indicate, however, that some resident travel markets would experience a decrease in benefits with the implementation of the proposed monorail system.  This decrease is due primarily to the forced transfer of trips that would be “one-seat” rides in the absence of the monorail project.   RTC is working on a revised bus operating plan that would improve benefits to local residences.  Preliminary indications are that such a plan, though more costly, would have only a marginal impact on the project’s cost effectiveness.   

Farebox revenues for the project are forecast to exceed operating costs and would support the repayment of bonds used to finance construction, which is unprecedented for a transit investment of this magnitude.  
	Summary Description

	Proposed Project: 
	Monorail

	 
	2.3 Miles, 4 Stations

	Total Capital Cost ($YOE):
	$453.9 Million 

	Section 5309 New Starts Share ($YOE):
	$159.7 Million (35%)

	Annual Operating Cost (2020 $YOE): 
	$13.4 Million

	Ridership Forecast  (2020):
	40,100 Average Weekday Boardings

	 
	15,000 Daily New Riders

	Opening Year Ridership Forecast (2007):
	28,800 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 on the project’s good cost effectiveness and the adequacy of its 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.

FTA intends to work with RTC on the development of a new feeder bus plan for the project.

Status

In January 1997, RTC and the city of Las Vegas formally adopted the Resort Corridor Transportation Master Plan, which included a 15.6-mile fixed guideway transit system.  In July 1998, FTA approved for entry into preliminary engineering a 4.7-mile minimum operable segment (MOS) of the system.  A Draft Environmental Impact Statement on a 3.1-mile portion was completed in early 2002.  In response to public comments, the project length was reduced from 3.1 miles to 2.3 miles; the 0.9-mile segment deleted from the MOS is a spur that will be re-aligned and constructed at a later date.  RTC completed the NEPA process on the 2.3-mile project and received a Record of Decision in April 2003.  

FTA recommended the Resort Corridor Fixed Guideway project for a Full Funding Grant Agreement (FFGA) in the FY 2004 Annual Report on New Starts.  Since that time, the estimated cost of the project has increased due to the inclusion of finance charges in the cost estimate, as well as increases in the cost to construct the project resulting from negotiations with private sector participants.  In the past year, FTA has raised several concerns regarding the financing plan for the project.  Many of these concerns have been satisfied, and it is FTA's expectation that RTC will be able to address the remaining issues within the next year.  Although the project has not yet received approval to enter final design, FTA anticipates that it will be ready for an FFGA prior to the end of FY 2005 and is recommending funding for the project in the President’s FY 2005 Budget.  
RTC continues to coordinate project planning activities with the Las Vegas Monorail Corporation (LVMC), a public/private partnership that is constructing a monorail system of 3.6 miles that will extend as far south as the MGM Hilton near Tropicana Avenue; construction of the LVMC project is expected to be complete in early 2004.  RTC plans to begin construction of the 2.3-mile monorail extension in 2004.  
TEA-21 Section 3030(a)(35) authorized the Las Vegas Corridor for final design and construction.  Through FY 2003, Congress has appropriated $20.76 million in Section 5309 New Start funds for this project.

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 when it is ready to advance into final design and prior to execution of an FFGA.
Project Justification 

Rating:  Medium-High 

The Medium-High project justification rating reflects the project’s good cost effectiveness rating and local efforts to encourage transit-supportive development in the corridor.   Based upon 2000 Census data, there are 1,490 low-income households within ½ mile of station areas, which are 27 percent of the 5,500 households within ½ mile of the station areas.  There are 40,700 employees within ½ mile of station areas, which represents 48 percent of the 80,400 employees in the corridor.  The Las Vegas metropolitan area is an attainment area for ozone and nitrogen oxides; however, it is designated as a serious non-attainment area for both carbon monoxide and particulate matter.   The incremental cost per incremental trip for this project is $5.74.

	Project Justification Quantitative Criteria

	Mobility Improvements Rating: Medium 

	Average Employment Per Station

Average Low Income Households Per Station

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

10,180

372

2.08

 

	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

102
25
31
24
7,717

79,423

	Cost Effectiveness Rating: Medium-High

	Cost per Transportation System User Benefit (current year dollars/hour)
	New Start vs. Baseline

$12.77

	Operating Efficiencies Rating: Medium

	System Operating Cost per

Passenger Mile (current year dollars)
	Baseline

$0.35
	New Start

$0.32


Transit-Supportive Existing Land Use and Future Patterns

Rating:  Medium 

The Medium rating reflects the great potential for market conditions to encourage transit-supportive development in the corridor but acknowledges the lack of formal transit-supportive land use and parking policies in the corridor and throughout the Las Vegas region.

Existing Conditions:  The Las Vegas Strip, where both segments of the monorail will operate, functions as the region’s primary employment center, accommodating approximately 235,000 regional jobs.  Existing zoning in the Resort Corridor supports high-intensity hotel, resort, retail, and some residential use.  Areas adjacent to the major resort activities are pedestrian- and transit-friendly, but the pedestrian environment declines outside of these areas. Parking throughout is free and without limitation.  Due to the predominance of resort-type uses at the southern end of the Corridor, visitors represent a major travel market in the corridor.

Future Plans, Policies and Performance:  The Las Vegas region is one of the fastest growing areas in the U.S.  The urbanized area is surrounded by public land, and its conversion for development must be negotiated; as a result, new development is occurring at some of the highest densities in the U.S. (including a considerable amount of multi-family development in the range of 18 to 24 units per acre).   Market forces are expected to contribute to the continued increase of major trip generators in the Resort Corridor.  The 2.3-mile monorail is proposed in an area targeted for redevelopment.   Rapid growth in the number of jobs in the Resort Corridor is projected, with an increase of 40,000 jobs by 2020. Strong regional growth conditions are demonstrated by the number of major projects currently planned or under construction, both within the Resort Corridor and elsewhere in the region.  Recent new developments, particularly the Las Vegas Premium Outlets (adjacent to the corridor) and the Neonopolis entertainment project in the southern Resort Corridor, include good pedestrian amenities and transit-supportive land use designs.   In September 1999, RTC and the city of Las Vegas entered into an agreement to conduct station area land use planning activities along the corridor.  In addition, the city has taken steps to implement its downtown redevelopment plan, including undertaking streetscape and design improvements.   

Local Financial Commitment 

Rating:  Medium
The Medium rating for local financial commitment was determined by the low share of Section 5309 New Starts funds requested by the project sponsor and the stable financial condition of the RTC. 

Proposed Non-Section 5309 New Starts Share of Total Project Costs: 65%

Rating:  Medium-High   

The RTC plans to use Section 5309 New Starts funds to cover just over 35 percent of project capital costs. FHWA flexible funds, a Transportation Infrastructure Finance and Innovation Act (TIFIA) loan, and State-issued bonds would fund the balance of capital costs.  

	Locally Proposed Financial Plan

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

	Federal: 

Section 5309 New Starts

Section 5307

TIFIA Loan Revenues

Sec 330 Funding

Flexible Funding (STP Urban)

Flexible Funding (CMAQ)


	$159.7

$10.0

$142.3

$0.5

$5.0

$3.0
	35.2 %

2.2 %

31.4 %

0.1 %

1.1 %

0.7 %

	Local:

Clark County

RTC Sales Tax

Revenue Bonds


	$1.4

$26.3

$105.7
	 0.3 %

5.8 %

23.3 %

	Total:  
	$453.9
	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 moderate level of local capital funding committed to the proposed project, acknowledging that New Starts and TIFIA resources remain, by their very nature, uncommitted. The rating also reflects the successful local efforts to construct the Phase I Monorail project using non-Federal funds (farebox backed bonds) to finance construction of the initial phase of the system. 
Agency Capital Financial Condition: The capital financial condition of the agency is sound. The average age of the bus fleet is 7.7 years, which is slightly above the national average. Since RTC is precluded by Nevada statute from issuing its own revenue bonds, Clark County actually issues the debt. In a recent bond sale, Moody's and S&P’s ratings were A1 and A+, respectively.

Capital Cost Estimate and Contingencies:  The cost per mile of this system ($200 million per mile) is very high compared to other major transit capital investments; however, the project is a completely aerial structure and the capital cost estimate is current, reliable, and adequate for this stage of development.  The cost estimate is based upon a single-source negotiated contract reflecting the local experience of constructing Phase I of the Las Vegas monorail system.  In addition, the project schedule is reasonable. RTC’s evaluation of the project contingency incorporated a practical risk analysis approach and concluded that contingencies are adequate.  FTA is undertaking its own risk analysis that will be concluded in spring 2004.

Existing and Committed Funding:  Approximately 12 percent of project funding is committed, including $8 million in FHWA flexible funding and $10 million in Section 5307 urbanized area formula funds.  The remaining non-New Starts funding sources (TIFIA and fare-backed bonds) are proposed to be committed concurrently with a proposed Section 5309 New Starts FFGA.  
New and Proposed Funding Sources: The TIFIA loan of $142.3 million represents the largest non-Section 5309 New Starts funding source, as well as the project’s largest uncommitted capital source.  The U.S. Department of Transportation cannot formally issue the loan until an FFGA for the project is executed.   It is anticipated that the two funding instruments will be finalized concurrently.  RTC’s financial plan also includes $105.7 million in farebox-backed bonds. RTC has negotiated (but not yet signed) an agreement with a consortium of contractors to design, build, operate, and maintain the planned monorail service.  RTC will rely on the bonding precedent set by the LVMC.  Under the RTC financial plan, fare and advertising revenues generated by the monorail system will be used to pay down the outstanding debt.

Stability and Reliability of Operating Finance Plan 

Rating:  Medium 
The Medium rating reflects the RTC’s strong operating revenues, and the optimistic (though supportable) farebox recovery forecasts which are anticipated to fund operation and maintenance expenses and debt service for the proposed monorail system.

Agency Operating Financial Condition:  The operating financial condition of RTC is sound.  RTC’s financial plan reported operating deficits of $5.6 million in 1999 and $1.6 million in 2002, which were funded from existing cash balances. The financial plan reported no service cutbacks between 1998 and 2001. In October 2001, RTC increased the base cash fare from $1.00 to $1.25 and the express service fare from $1.50 to $2.00. In summer 2002, a transit strike led to service cuts and express service was suspended. Ridership dropped by 30 percent. Most of these cuts have since been restored.  The current systemwide farebox recovery is 42 percent of operating costs, although current bus service on the Las Vegas Strip realizes a profit and thus helps support other system operations. 
Operating Cost Estimates and Contingencies:  Operations and maintenance expenses are predicated on reasonable assumptions, with revenue and expense estimates reflecting conservative inflation rates.   The annual operating cost of the proposed monorail extension is $13.4 million in 2020. 

Existing and Committed Funding:  RTC’s operating and maintenance funding exists and is committed.  System-generated revenue and the existing local sales and use tax have provided sufficient funding to allow for money to be transferred to RTC’s capital program. 

New and Proposed Funding Sources:  RTC’s financial plan assumes that anticipated farebox and advertising revenues will be sufficient to fund monorail operations and payoff bond debt service.  Ridership forecasts support these revenue projections.   A recent (November 2002) ¼ cent sales tax provides RTC with additional operating capacity should farebox revenues not meet anticipated levels. 
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