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Description 

Valley Metro Rail, the governing agency for rail transit initiatives in the Phoenix metropolitan area, is proposing to implement a 20.3-mile Light Rail Transit (LRT) line from the Chris-Town Mall area in Phoenix, through the downtowns of Phoenix and Tempe, to Mesa.  The proposed project is intended to increase transit access to major regional employment centers including the Phoenix and Tempe central business districts (CBD), the Sky Harbor Airport, the Papago Park Center; the campuses of Arizona State University (ASU) and Gateway Community College; and large special events generators including the Civic Plaza Convention Center, Bank One Ballpark, America West Arena, and ASU’s Sun Devil Stadium.  The proposed project is the first step in what is envisioned as a 25-mile at-grade light rail system connecting the cities of Phoenix, Tempe, and Mesa. 

The Phoenix metropolitan area is one of the fastest growing urbanized areas in the United States.  The proposed project is intended to provide a transit alternative to congested roads and to serve as a focal point for new development along the Central Avenue corridor and in areas east of the Phoenix CBD including the Sky Harbor Airport, Tempe, and Mesa.   Relative to comparable bus service in the corridor, the proposed light rail system is anticipated to generate approximately 15,300 hours of travel-time benefits each weekday in 2020.  Over 40 percent of these benefits are attributable to work trips to downtown Phoenix and Sky Harbor Airport.  In addition, the project results in significant travel-time benefits for non-work trips between Mesa, Tempe, and downtown Phoenix, and for students traveling by transit to Arizona State University.

	Summary Description

	Proposed Project: 
	Light Rail Transit

	 
	20.3 Miles, 26 Stations

	Total Capital Cost ($YOE):
	$1,376.8 Million 

	Section 5309 New Starts Share ($YOE):
	$587.2 Million (43%)

	Annual Operating Cost (2020 $YOE): 
	$ 42.5 Million

	Ridership Forecast  (2020):
	49,900 Average Weekday Boardings

	 
	28,300 Daily New Riders

	Opening Year Ridership Forecast (2007):
	26,100 Average Weekday Boardings

	FY 2005 Finance Rating:
	Medium-High

	FY 2005 Project Justification Rating:
	Medium

	FY 2005 Overall Project Rating:
	Recommended


The overall project rating of Recommended is based upon the moderate transit-supportive land use in the project corridor and the strength of its capital and operating financing plans, tempered by the project’s weak cost effectiveness.  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 project development, estimates of cost, 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 granted permission to enter preliminary engineering on a 13-mile segment of the corridor in September 1998.  FTA subsequently approved preliminary engineering on 20.3 miles of the proposed system.  On March 14, 2000, city of Phoenix voters passed a sales tax referendum that increased the local sales tax rate by 0.4 percent, all of which is dedicated to transit development.  Valley Metro completed the NEPA process and received a Record of Decision on the Central Phoenix/East Valley Light Rail project in February 2003.  The project was approved for entry into final design in July 2003.  FTA anticipates that the project will be ready for a Full Funding Grant Agreement (FFGA) and has recommended funding for the project in the FY 2005 President’s Budget.  Valley Metro plans to begin construction in 2004.  

Project costs have increased by $202 million in the past year because financing costs have been included in the total capital cost estimate.  The New Starts share of these costs has consequently been reduced to less than 43 percent.  In addition, revised travel forecasts have resulted in a more accurate representation of the project’s anticipated benefits.  These reduced, though still substantial, benefits have resulted in a lowered cost effectiveness, thus reducing the project’s rating from Highly Recommended in the FY 2004 Annual Report on New Starts to this year’s Recommended rating.   

Section 3030(a)(62) of TEA-21 authorized the Phoenix Fixed Guideway project for final design and construction.   Through FY 2003, Congress has appropriated $45.46 million for the 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 prior to execution of an FFGA.  
	Project Justification Quantitative Criteria

	Mobility Improvements Rating: Medium-High

	Average Employment Per Station

Average Low Income Households Per Station

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

6,138

271

3.54

	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

83

18

12

0.3

4,634
55,483

	Cost Effectiveness Rating: Low-Medium

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

$22.54

	Operating Efficiencies Rating: Medium

	System Operating Cost per

Passenger Mile (current year dollars)
	Baseline

$0.77
	New Start

$0.71


Project Justification

Rating:  Medium
The Medium project justification rating reflects local efforts made to adopt transit-supportive land use policies within the corridor tempered by the project’s relatively poor cost effectiveness.   Based on 2000 Census data, there are 7,330 low-income households within ½ mile of the transit stations, representing 24 percent of the 30,600 households within ½ mile of the station areas.   There are an estimated 165,700 jobs within ½ mile of the transit station areas, representing 31 percent of all employment in the corridor.  The Phoenix metropolitan region is a serious non-attainment area for ozone, carbon monoxide, and particulate matter.  The incremental cost per incremental trip is $12.40.

Transit-Supportive Existing Land Use and Future Patterns

Rating:  Medium 

The Medium land use rating reflects the generally low- to medium- density development within the corridor but acknowledges the strong activity centers along the corridor and continuing local efforts to encourage transit-oriented development.

Existing Conditions: The proposed alignment is characterized by predominantly low-density residential, commercial, and industrial uses with two higher-density nodes in downtown Phoenix and downtown Tempe.  The corridor contains almost 100,000 people and several high trip generators, including the 20,000-seat America West Arena, the Phoenix Civic Plaza/Convention Center, the 49,000-seat Bank One Ballpark, Sky Harbor International Airport, and the campus of Arizona State University (44,000 students and 14,000 employees).  The corridor also contains several of the largest employment centers in the region.  

Downtown Phoenix and the city of Tempe have instituted strong parking measures such as the removal of minimum parking requirements for new office and retail development in the Phoenix CBD and the implementation of an area-wide parking management system in Tempe.
Future Plans, Policies and Performance:  Local jurisdictions and agencies have implemented transit-supportive plans and policies in the corridor.  Project sponsors, in cooperation with local governments, have produced several documents designed to provide models for local plan updates such as Urban Design Guidelines, a Model Transit-Oriented District Overlay Zoning Ordinance, and Pedestrian-Oriented Design Standards.  Examples of initiatives being adopted by the participant cities include a transit-oriented district overlay zoning ordinance in Phoenix, a zoning code revision in Tempe, and the application of a bonus intensity zone in Mesa that removes density restrictions.  An economic development/corridor market study has been completed for a set of proposed stations.  Efforts and strategies led by the State of Arizona and the city of Phoenix to manage growth and preserve open space are proceeding.  Additionally, new transit-oriented housing developments are under construction and in various stages of planning both in Phoenix and Tempe.  Phoenix is planning to expand both its Convention Center and the Translational Genomics Research Institute adjacent to the alignment.    

Local Financial Commitment 

Rating:  Medium-High         

The Medium-High rating for local financial commitment was based on the large share and commitment of non-New Starts capital and local operating funding and the sound financial condition of the operating agency and local funding partners.

Proposed Non-Section 5309 New Starts Share of Total Project Costs: 57%

Rating: Medium-High        

The financial plan for the Central Phoenix/East Valley LRT project proposes that approximately 43 percent of costs will be covered with Section 5309 New Start funds.  FHWA flexible funding and local funding contributions from the cities of Phoenix, Tempe, and Mesa would fund the balance of project costs.

	Locally Proposed Financial Plan

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

	Federal: 

Section 5309 New Starts 

Flexible Funds (CMAQ)


	$587.2

$19.2
	42.7 %

1.4 %

	Local:

City of Phoenix Sales Tax

City of Phoenix Bond Proceeds

City of Tempe Sales Tax

City of Tempe Bond Proceeds

City of Mesa General Fund


	$164.5

$330.5

$145.3

$101.0

$29.0
	11.9 %

24.0 %

10.6 %

7.3 %

2.1 %

	Total:  
	$1376.8
	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-High
The Medium-High rating reflects the availability and commitment of Phoenix and Tempe dedicated sales tax revenues to finance the construction and operation of both the proposed LRT system and the existing regional transit system. 
Agency Capital Financial Condition: Valley Metro Rail is in good financial condition. The cities issuing bonds on behalf of the project have good ratings from Standard and Poor’s, Fitch, and Moody’s. On March 14, 2000, city of Phoenix voters passed a sales tax referendum that increased the local sales tax rate by 0.4 percent, all of which is dedicated to transit development. Tempe has had a dedicated transit sales tax of 0.5 percent since 1996.  The existing bus fleet averaged 6.5 years of age, which is consistent with the national average.

Capital Cost Estimate and Contingencies:  The cost estimate is sound and includes sufficient contingencies. Additionally, Valley Metro Rail estimates a future balance in every year as well as unexpended sales tax revenues for all years except 2003-2005, which may be used to back additional bond issues to fund any capital or operating shortfalls.

Existing and Committed Funding: The cities of Phoenix, Tempe, and Mesa each have committed funds for the local match from existing, stable sources of funding, and all of the local funds are committed.  Phoenix and Tempe have dedicated sales taxes and will use sales tax revenues to issue bonds to finance their share of the project costs.  Mesa has included the proposed project in its Capital Improvement Program.

New and Proposed Funding Sources: No new sources of funding are proposed.   
Stability and Reliability of Operating Finance Plan 

Rating:  Medium-High 
The Medium-High rating reflects the availability of a dedicated source of revenue to finance the operation of the proposed system and the existing regional transit system.
Agency Operating Financial Condition: Current and historic cash flows reveal that between 20 and 30 percent of operating expenses have been covered by fare revenues. There have been no recent cutbacks or reductions in service; in fact, vehicle revenue miles have been increasing since 1994.  Currently, Phoenix receives 18 percent of its revenues from fares.     

Operating Cost Estimates and Contingencies: Annual operating costs for the proposed project are estimated at $15 million when the system is scheduled to open in 2006 and will increase to $42.5 million in 2020.  Cost estimates and escalation factors are reasonable.  There is a positive cash balance for every year in the operating plan.  By 2020 the cash balance is projected to reach $365.3 million, or just over 12 months of system operating expenses.  

Existing and Committed Funding: Project operating costs not covered by fare revenues will be met with existing, stable sources of local funding including Phoenix and Tempe dedicated transit sales tax revenues and general funds from the city of Mesa. All of the local funds for operations and maintenance are committed. 

New and Proposed Funding Sources: No new sources of funding are proposed.
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