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BOARD OF SUPERVISORS 

ACTION ITEM 

       

            #2 

 

SUBJECT:  Dulles Corridor Metrorail Project Phase II: Memorandum of Understanding 

(MOU)  

 

ELECTION DISTRICT:  Countywide 

 

CRITICAL ACTION DATE: November 15, 2011 

 

STAFF CONTACTS: Tim Hemstreet, County Administrator 

    Jack Roberts, County Attorney 

    Mark Adams, Management and Financial Services 

    Andy Beacher, Director, Office of Transportation Services 

Tom Farley, Office of Transportation Services 

 

RECOMMENDATION: 

Staff:  Staff recommends that the Board of Supervisors authorize the Chairman to sign the 

attached Memorandum of Understanding (MOU) between the United States Department of 

Transportation, the Commonwealth of Virginia, Loudoun and Fairfax Counties, the Metropolitan 

Washington Airports Authority (MWAA) and the Washington Metropolitan Area Transit 

Authority (WMATA), which describes the terms and conditions agreed to by each of the parties 

for financing Phase II of the Dulles Corridor Metrorail Project.   

 

 

BACKGROUND: 

Since June, 2011, staff, working with Chairman York, has participated in discussions with the 

funding partners of the Dulles Corridor Metrorail Project (Fairfax County, the Commonwealth of 

Virginia and the Metropolitan Washington Airports Authority (MWAA)) to attempt to finalize a 

Memorandum of Understanding (MOU) for the purposes of reducing the overall cost of Phase II 

of the Dulles Corridor Metrorail Project. These discussions have been led and mediated by U.S. 

Secretary of Transportation, Ray LaHood, and were necessary given that the cost estimate for 

Phase II had ballooned from the original estimate of $2.5 billion to $3.8 billion (later revised to 

$3.5 billion), in part due to the inclusion of the underground station design at Dulles 

International Airport.   

 

At a 4.8% share of the total project cost for both Phases I and II, the cost to Loudoun County 

would have been $300 million, or $48 million more than the original estimate. Additionally, the 
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users of the Dulles Toll Road would have faced a steep increase in tolls, given that the project’s 

funding agreement calls for the Toll Road to finance 56% of the total project costs for both 

Phases I and II.  The overall cost increases threatened the viability of the project and as a result, 

strong concerns were raised by Loudoun and Fairfax Counties, as well as the Commonwealth of 

Virginia. 

 

At the end of June, 2011, Secretary LaHood proposed the MOU in an effort to reduce Phase II 

project costs. Fairfax County, Loudoun County, MWAA, and the Commonwealth all approved 

of the MOU’s basic direction, but each with their own caveats, the details of which were to be 

worked out over the next several months.  The MOU concept was brought before the Board of 

Supervisors on July 19, 2011 for endorsement.  Attachment 1 includes the “Copy Teste,” which 

documents the motion adopted by the Board and describes the specific terms acceptable to the 

Board.  The Board indicated that it was agreeable to an MOU with the following provisions: 

 

 Loudoun would make a reasonable and best effort to assemble a financial option for the three 

(3) Loudoun garages, thereby taking the cost of the garages out of the project. 

 This reduced project scope is contingent upon either a private sector partner and/or the 

Commonwealth guaranteeing and backing the cost of these garages or other alternative 

financing options that require no local tax funding support, as well as the realization of 

TIFIA financing. Staff recommended that the garage costs be kept as an allowance in the 

overall project cost pending Loudoun working through a potential transaction with the 

private sector and the Commonwealth. If Loudoun is successful, then the costs will be 

removed from the project. If not, then they remain a project cost shared by all parties. 

 The Airports Authority accepts the amended compromise proposal, including the Aerial 

Station. 

 Fairfax County accepts the amended compromise proposal. 

 The Commonwealth accepts the amended compromise proposal. 

 MWAA donates the land for the parking garage at the Route 606 station. 

 Consideration be given by WMATA in regards to reducing their standards for parking 

garages at Metro stations and considering alternate parking fees for the garages in Loudoun 

County. 

 

Successive meetings have been held amongst the partners, led by Secretary LaHood, in an 

attempt to work through each jurisdiction’s outstanding issues. As a result, progress has been 

made and the outstanding issues have been largely addressed.  From Loudoun’s perspective, the 

MOU remains consistent with the direction provided by the Board of Supervisors at the July 19, 

2011 business meeting.  As such, the MOU currently: 

 

 Requires an aerial station at Dulles International Airport, adjacent to the north garage, subject 

to any required environmental and regulatory approvals. 

 Requires Fairfax County to utilize best efforts to separately fund the Phase II costs for the 

two parking garages in the county and the Route 28 station.  If the county is unable to fund 

any of these elements, then the funding and costs stay with the project. The intent is to secure 

private funding for these elements. 
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 Requires Loudoun County to utilize best efforts to separately fund the Phase II costs for the 

parking garage at the 606 station and the two parking garages at the 772 station. If the 

County is unable to fund any of these elements, then the funding and costs stay with the 

project. The intent is to secure private funding for these elements. 

 Requires that, to the extent that any of the five (5) parking garages are paid for through 

alternative funds other than the rail project, the Washington Metropolitan Area Transit 

Authority (WMATA) parking garage requirements are waived by WMATA. This includes a 

waiver of WMATA’s design criteria and parking fee structure. 

 Reduces the proposed rail yard size to the size necessary to accommodate the number of rail 

cars needed by Silver Line operations upon commencement of operations. 

 Requires MWAA to initiate value engineering as proposed by Secretary LaHood. The final 

report is expected to be issued mid-November. Adoption of the specific measures are to be 

determined in consultation with the funding partners and MWAA. 

 Requires the State to contribute $150 million to Phase II, provided the Project Labor 

Agreement (PLA) language can be finalized. 

 Allows Fairfax County and Loudoun County to retain the 90 day opt-out clause that is 

triggered by MWAA’s delivery of the 100% PE documents. 

 

As it currently stands, the cost of the project is estimated to be $3.2 billion, with Loudoun 

County’s contribution at $285 million. These costs could be further reduced if both Loudoun and 

Fairfax Counties can find private capital to finance the construction of the parking garages at the 

stations (and in Fairfax County’s case, the Route 28 station itself) and value engineering 

recommendations are adopted.  Again, the goal is to continue to find ways to reduce the cost of 

Phase II so that it is closer to the original estimate and to avoid significant toll increases resulting 

from a higher project cost. 

 

A final meeting to resolve any outstanding issues with the MOU will be held on November 10, 

2011 at the office of the U.S. Secretary of Transportation.  Loudoun County’s terms are not 

anticipated to change.  As soon as the MOU (listed as Attachment 2) is finalized, it will be 

provided to the Board via a supplemental packet.   

 

 

ISSUES: 

As stated above, from Loudoun County’s perspective, the MOU remains consistent with the 

direction provided by the Board of Supervisors at the July 19, 2011 business meeting.  It should 

be noted, however, that while the Commonwealth of Virginia and MWAA have jointly stated 

that any preconditioning of a Project Labor Agreement (PLA) for the construction of Phase II 

will be in conformance with the Code of Virginia, the exact details of this language have yet to 

be formalized. 

 

 

FISCAL IMPACT: 

Prior to the MOU discussions, the 4.8% Loudoun County share of the total capital project cost 

for Phases I and II is approximately $300 million dollars. This cost is currently programmed into 
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the County’s Adopted FY 2011 – FY 2016 Amended CIP and accommodated within the Board’s 

Fiscal Polices related to debt issuance and cash funding of the CIP.  The annual debt service cost 

to finance the capital contribution of the Dulles Corridor Metrorail Project is approximately $21 

million over 30 years.  The County Administrator’s FY 2013 Proposed Fiscal Plan will be the 

first in which the County’s real property tax rate will be impacted by the debt service for the 

Dulles Metrorail Project.  

 

Based on the proposed MOU, the 4.8% Loudoun County share of the total capital project cost for 

Phases I and II could be lowered to approximately $265 million dollars.  This change is 

predicated on adoption of the MOU by all Funding Partners and successful efforts by the 

Funding Partners to identify additional funding sources for particular project facilities (the Route 

28 Station and the Five Parking Facilities at Herndon/Monroe and at Routes 28, 606 and 772)    

 

 

DRAFT MOTIONS: 

 

1. I move that the Board of Supervisors authorize the Chairman to sign the attached 

Memorandum of Understanding, which describes the terms and conditions agreed to by each 

of the funding partners for financing Phase II of the Dulles Corridor Metrorail Project, to be 

sent to the United States Department of Transportation on behalf of the Board.   

  

-OR- 

 

2. I move an alternative motion. 
 

 
 

ATTACHMENTS: 

1. Copy Teste from July 19, 2011 Board of Supervisors business meeting 

2. U.S. Department of Transportation Memorandum of Understanding (to be provided via 

supplemental packet) 
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RECOMMENDATION:  

  

In order to complete the Phase 2 of the current Silver Line Metrorail Project, it is recommended 

that the Board consider, and potentially accept, the mediated proposal of Secretary Raymond 

LaHood, US Department of Transportation, with certain modifications contained herein. 

Secretary LaHood has requested a formal position by the funding partners in the project by July 

20, 2011. 

 

 

BACKGROUND:  
 

At the July 6
th

 Business Meeting, the Board of Supervisors discussed the recent proposal brought 

forward as part of the Secretary LaHood’s mediation effort.  A copy of the July 6
th

 staff report 

which includes an overview of the matter is included as Attachment 3. 

 

As noted in the July 6
th

 staff report, the recent compromise proposal consists of several cost 

reductions which include an aerial airport station and a transfer of the responsibility of the five 

(5) parking structures to Fairfax and Loudoun Counties for a project savings of approximately 

$225 million.  An outline of the cost reduction proposals is included in Attachment 2. 

 

During the July 6
th

 discussion, the Board requested that staff provide further information 

regarding the value, if any, in the County agreeing to the garages being taken out of the project.  

The Board also requested that staff research the history of the parking garages that currently 

serve Metro stations and report on the financial performance and revenue generating 

characteristics of those garages.  Staff has coordinated with WMATA and other jurisdictions and 

obtained summary information that is included in Attachment 1. 
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There are remaining and outstanding considerations regarding how the three (3) Loudoun 

garages would be financed and operated and who would be ultimately responsible for the 

financial cost of the construction of the garages. In response to whether or not the proposal to 

remove the garages from the project cost has value to the County, the following outlines an 

approach to address that concern, recognizing that additional review and analysis will be needed. 

 

Continued review of TIFIA related issues with Federal Transit Administration (FTA) 

 

As discussed during the July 6
th

 Business meeting, the Federal Transit Administration (FTA) has 

indicated that TIFIA
1
 Loans could be made available to the Counties to finance the costs of the 

garage structures and the Route 28 Station. At this time, no TIFIA is offered to the Airports 

Authority. The reasoning for this has to do with the relative credit worthiness of the parties, with 

the Counties of Loudoun and Fairfax being financially stronger than the Airports Authority. Staff 

will continue to discuss the details of TIFIA loans and how they may relate to financing provided 

to the County or to a private sector applicant or potentially some combination thereof. 

 

Continued review of State Partnership Opportunities 

 

As discussed during the July 6
th

 Business meeting, Loudoun has been contacted by the 

Commonwealth’s Office of Public Private Partnerships (“P3”) and this office may be interested 

in backing or guaranteeing the cost of the garage project with a private sector builder if TIFIA 

can be obtained, if the garage revenue can be made available to the state, and if Loudoun wants 

to entertain an arrangement between the P3 Office and the private sector.  At this time briefings 

with state representatives are expected on July 22, 2011 and staff will transmit any additional 

information as an update when it becomes available. 

 

Initial Discussions with Private Entities 

 

As noted in the July 6
th

 staff report, Loudoun would need to take an active role of trying to put 

together a partnership with private sector entities using the TIFIA loan approach. It is reasonable 

to anticipate that this effort may entail potential land use modifications and/or approvals that are 

not known at this time. At this time staff has been in contact with nearby property owners to 

schedule cursory discussions of their potential interest in the parking garage projects, no 

additional details are available at this time. 

 

ISSUES:   

 

The main issue before the Board, other than the final decision as to whether or not to “opt out” of 

the project, relates to the  transfer of responsibility for construction of the three (3) parking 

garage structures in Loudoun County from the Project to the County. The estimated cost of these 

three (3) garage structures is up to $135 million. It is notable that the compromise proposal 

potentially lowers the overall cost of Phase 2 to between $2.6 billion and $2.77 billion, which is 

                                                           
1
  TIFIA stands for the Transportation Infrastructure Finance and Innovation Act. The program provides Federal 

credit assistance in the form of direct loans, loan guarantees, and standby lines of credit to finance surface 

transportation projects of national and regional significance. More information can be found at: 

http://www.fhwa.dot.gov/ipd/tifia/   and in Attachment 1. 

http://www.fhwa.dot.gov/ipd/tifia/
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within $100 million to $270 million of the original project estimate. The impact to Loudoun 

County, with a 4.8% share of the entire Metrorail project, would equate to approximately $250 

million to $260 million, pending the final decisions regarding the parking garages. Please refer to 

the July 6
th

 item for additional discussion of the issues. 

 

FISCAL IMPACT:   If the Compromise Proposal is accepted, the overall costs for the County 

for the Phase 1 and Phase 2 projects would be lowered to approximately $260 million, from the 

current budgeted amount of $315 million. However, the County would take on the responsibility 

to try and secure a public private partnership for the construction of the necessary garages in 

Loudoun. If the County is able to complete this successfully, then there is a potential for no 

additional costs to the County.  

 

DRAFT MOTIONS: 

 

1. I move that the Board of Supervisors accept the Compromise Proposal with the following 

conditions: 

a. Loudoun will make a reasonable and best effort to assemble a financial option for the 

three (3) Loudoun garages, thereby taking the cost of the garages out of the project.  

b. This reduced project scope is contingent upon either a private sector partner and/or 

the Commonwealth guaranteeing and backing the cost of these garages or other 

alternative financing options that require no local tax funding support, as well as the 

realization of TIFIA financing. Staff recommends that the garage costs be kept as an 

allowance in the overall project cost pending Loudoun working through a potential 

transaction with the private sector and the Commonwealth. If Loudoun is successful, 

then the costs are removed from the project. If not, then they remain a project cost 

shared by all parties.  

c. The Airports Authority accepts the amended compromise proposal, including the 

Aerial Station. 

d. Fairfax County accepts the amended compromise proposal. 

e. The Commonwealth accepts the amended compromise proposal. 

f. MWAA donates the land for the parking garage at the Route 606 station. 

g. Consideration be given by WMATA in regards to reducing their standards for parking 

garages at Metro stations and considering alternate parking fees for the garages in 

Loudoun County. 

 

-AND- 

 

h. I move that the Board of Supervisors again reject the offer of the Airports Authority 

to maintain an underground station by financing the differential for only Loudoun and 

Fairfax Counties, but not reducing the burden on the Dulles Toll Road users. 

 

-or- 

 

2. I move an alternate motion. 
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ATTACHMENTS: 

1.   Financial Performance of Existing Parking Garages 

2.   Dulles Rail Cost Saving Opportunities 

3.   July 6
th

 Board Item 
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Attachment #1: Financial Performance of Existing Parking Garages 

 

Potential Financing Strategies. Staff has had tentative conversations about a possible partnership with a 

private investor in the TIFIA Program administered by the federal government for use of parking 

structures that is part of Secretary LaHood‟s proposed compromise. Additionally, staff has spoken with 

Fairfax County representatives to learn about their experience with financing of parking structures. 

 

The use of Transportation Infrastructure Finance and Innovation Act of 1998 (TIFIA) is one additional 

financing strategy that the County can pursue. The federal credit assistance program, enacted and 

amended as part of the Transportation Equity Act for the 21
st
 Century (TEA-21) and the Safe, 

Accountable, Flexible, Effective Transportation Equity Act:  A Legacy for Users (SAFETEA-LU), 

leverages private and non-federal co-investments for surface transportation infrastructure projects of 

national significance. Administered by the Department of Transportation, the program offers three types 

of credit assistance to eligible, invited users: secured loan, loan guarantee, and line of credit. DOT prefers 

that these instruments serve as junior debt obligations to existing financed projects. The senior debt issue 

must have investment-grade rating (Baa3/BBB or higher).  The TIFIA credit instrument must be 

repayable, in whole or in part, from tolls, user fees or other dedicated revenue sources that also secure the 

senior project obligations.  

 

Benefits of the TIFIA Program include: 

1. TIFIA assistance may be obtained for up to 33% of eligible project costs. To be eligible a project 

must demonstrate a minimum of $50,000,000 aggregate costs, or a lesser amount calculated as a 

percentage of the state‟s highway funding for smaller states.  The Dulles Rail Project by any 

definition meets TIFIA‟s minimum requirements, as does Loudoun‟s component if treated as a 

separate project. 

 

2. Maximum maturity of 35 years after a project‟s substantial completion. 

 

3. Possible deferment of the first TIFIA payment of up to 5 years after substantial completion.  

 

4. Flexibility to structure a debt service schedule so that the repayment is aligned with projected 

cash flows and the participant demonstrates a high probability of repayment and avoidance of 

default. The debt service schedule could be structured to be based on availability of revenues, 

amortization of senior debt, and returns on equity.  

 

5. Interest rates will be equal to or greater than the yield on US Treasury securities of comparable 

maturity on the date of execution of the agreement. (For example, the interest rate as of July 12, 

2011 is 4.17%). 

 

Disadvantages of the TIFIA Program: 

1. How to define the “Project.” Determining what to include in the definition of “project” in order to 

maximize the loan eligibility may become problematic. For example if the Board defines the 

project as just the three garages, then the only eligible amount for a loan would be 33% 

($47,000,000) of the aggregate cost. If, however, the Board defines the project to include all 

components of the Metrorail extension, the amount eligible for the loan would be $131,670,000. 

 

2. The interest rate alone does not make the TIFIA Program appealing to Loudoun County. Because 

of Loudoun County‟s AAA credit rating, it is not anticipated that the interest rate equal to that of 

the US Treasury securities will be significantly lower than if the County issued debt on its own. 

The advantage to using TIFIA Program is how the debt is structured. Loudoun County would 
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need to seek more flexible structuring features, or explores ways in which the debt and/or cost 

burden can be shifted to a private partner for whom the interest rate advantage will have more 

value. 

 

3. Environmental Impact Statement (EIS) may be required. An EIS is a full disclosure document 

that details the process through which a transportation project was developed, includes 

consideration of a range of reasonable alternatives, analyzes the potential impacts resulting from 

the alternatives, and demonstrates compliance with other applicable environmental laws and 

executive orders.  

 

4. Davis-Bacon Wage Determination is required. This federal law determines the prevailing wage 

rates to be paid on federally funded or assistance construction projects. 

 

 

 

Fairfax County’s Experience with Parking Garages. Staff spoke with representatives from Fairfax 

County to learn about Fairfax‟s experience with financing parking structures. Fairfax operates the parking 

structures using three different financing models: (1) leverage surcharge for debt service, (2) subsidize the 

project with Commercial & Industrial Tax, and (3) use of cash. Revenue assumptions are based off of 

252-day business year that accounts for holidays and adverse weather. There are a total of 17,190 surface 

and structured parking spaces in Fairfax County.  Fifty-five percent of all Fairfax County Metro spaces 

are structured, but only 36% are owned by WMATA. 

 

1. Model #1: Leverage Surcharge for Debt Service. In a deal brokered with WMATA in the 

1990s, the first model is structured off of a leased-backed deal for the construction and financing 

of the Huntington and Vienna parking garages. The details of the deal are that WMATA ground 

leases the property to the Fairfax EDA, who issues bonds and leases back to WMATA. WMATA 

collects a $1.25 to $1.50 surcharge (depending on location of the garage) for Fairfax County on 

all of its user-fee charged parking spaces, including surface and structured spaces, in Fairfax 

County.  

 

The $4.50 per day parking fee has two components: a $3.00 base fee (METRO) and a $1.25 - 

$1.50 surcharge (Fairfax) depending on station location. The base fee offsets WMATA‟s 

operating expenses and is used to balance the authority‟s general fund, while the surcharge 

consists of the daily fee that WMATA places in the surcharge account for Fairfax, from which 

WMATA pays „rent‟ to the Fairfax EDA equal to the debt service payment. Fairfax County 

provides a moral obligation back stop to both WMATA and the EDA.  If surcharge revenues are 

not sufficient to make lease payments, WMATA may seek an increase to the County‟s annual 

operating subsidy to WMATA equivalent to the shortfall. Fairfax also has the option to request an 

increase to the surcharge rate at any time to meet expenses. If WMATA is legally not obligated to 

make a payment for any reason, such as extraordinary damage to the structure that would prevent 

occupancy or operation, the County is obligated to the EDA to make the debt service payment 

instead.  

 

 

2. Model #2: Commercial and Industrial Tax Subsidy. Fairfax County is currently planning to 

own and operate an underground parking structure at an estimated cost of $90 million. The 

county owns the land, but a developer is building 1 million square feet around and on top of the 

garage. With this project, approximately $1.50 per day will go towards operations and 

maintenance, but the remaining the $3.00 per day fee is not estimated to be enough to cover debt 
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service. The financing strategies that will be employed by the County is to collect ground rent 

from the private partner based upon 8% of floor area ratio (FAR) rate and applying that to debt 

service. The County is scheduled to sell Fairfax County EDA bonds for this project on July 14. 

The Bonds include a capitalized interest component with level debt service payments for an 

additional 20 years commencing upon station opening in early 2014.  The backstop to this 

financing is the County‟s Commercial and Industrial Transportation Tax which will cover the 

shortfall of the early years of this project until ground rents increase sufficiently to fully cover 

debt service together with parking fees. It is expected that the ground rents and fees can provide 

full cost recovery for the garage and the C&I tax subsidy within 30 – 40 years on a Net Present 

Value basis. 

 

3. Model #3: Cash. A combination of state categorical aid and local tax funding was used to 

construct the Herndon-Monroe parking garage. While Fairfax County does not (yet) charge a user 

fee for the parking spaces, staff anticipates that a user fee will be charged once a companion 

garage is constructed with the new station as part of the Phase 2 project.  

 

4. Fairfax County staff anticipates that a combination of a public private partnership and/or 

expansion of the WMATA Surcharge method will be sufficient to cover the additional cost of the 

Route 28 garage and the new Herndon structure in the event the County Board agrees to the 

current FTA proposal. 

 

5. It should be noted that since the first garage was opened in 1991, the garages and the adjacent 

surface lots have been operating essentially at full capacity.  In FY 2011, Fairfax County earned 

from all 17,190 parking spaces $5.46 million, or an average of $1.26 per space per business day 

for the surcharge which includes the effects of snow days and WMATA system discounts for 

monthly passes and reserved spaces. The account has operated at a surplus each year sufficient to 

support garage expansions and bond defeasances. 
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RECOMMENDATION:   

In order to complete the Phase 2 of the current Silver Line Metrorail Project, it is recommended 

that the Board consider, and potentially accept, the mediated proposal of Secretary Raymond 

LaHood, US Department of Transportation, with certain modifications as defined in this item. 

Secretary LaHood has requested a formal position by the funding partners in the project by July 

20, 2011. 

 

 

BACKGROUND: In July 2007, the Board of Supervisors approved a Funding Agreement 

between the Metropolitan Washington Airports Authority, the County of Fairfax, and the County 

of Loudoun to construct and place into service an additional rail line from the East Falls Church 

Metrorail station to Route 772 in Loudoun County. The project was broken into two phases, in 

order to meet federal funding requirements, with Phase 1 extending from East Falls Church, 

through Tysons Corner, to Wiehle Avenue in Reston, and Phase 2 extending from Wiehle 

Avenue, through Dulles Airport, to Route 772 in Ashburn. 

 

For financial reasons directly related to the issuance of debt on the Dulles Toll Road, the 

Metropolitan Washington Airports Authority was provided project management duties for the 

project. Although this includes authority in writing to make project related scope decisions 

necessary for its intended role of managing the project, this authority was never intended to grant 

unilateral authority over the global scope of the project, particularly in the area of significant pre-

construction projected cost overruns. 

 

Phase 1 is presently in construction and is approximately forty-two (42%) percent complete as of 

the end of April, which is the latest data available from the project. Phase 1 is currently within 

the scheduled time for the project and remains within its allocated budget of $2,755,000,000. 

Phase 1 is scheduled to begin service in late 2013. 

danny.davis
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The Phase 2 portion of the project is currently in design and is approaching a milestone known as 

100% Preliminary Engineering. As the Board is aware, once 100% Preliminary Engineering 

(“PE”) on the project is obtained, the Board will have a 90-day window to “opt-out” of the 

project if so desired. As Phase 2 has reached certain previous milestones, such as the 80% PE 

level, cost and scope concerns began to become apparent with the Phase 2 project.  

 

The July 2007 Funding Agreement between the partners calls for a Phase 2 project cost of $2.5 

billion. The main scope of the project at that time included above-ground rail stations along the 

Dulles Toll Road and the Greenway, at the following locations: Reston Parkway, Herndon-

Monroe, Route 28, Route 606, and Route 772. In addition, a separate Airport loop with an 

underground station under the current hourly parking area was also a part of the scope. The final 

large component of the project included five (5) parking structures located at the Herndon-

Monroe (1), Route 28 (1), Route 606 (1) and Route 772 (2) station locations. 

 

The three garages in Loudoun will provide a total of 4,939 spaces. They will be located at: 

 

Location # of Spaces 

Route 606 1,965 

Route 772 – North Side 1,434 

Route 772 – South Side 1,540 

 

 

In late summer/fall of 2010, the Airports Authority advised the Board of Supervisors that the 

planned project at 80% PE was $1.33 billion over-budget with an estimated cost of $3.83 billion. 

The Airports Authority also advised that it was pursuing several options to lower this estimated 

cost, including conversion of the planned underground station at the Airport to an above-ground 

station. 

 

The preliminary evaluation of alternative options was completed and provided to the Board of 

Supervisors in October 2010. This initial analysis indicated that the switch to an Aerial Station at 

the Airport would reduce the cost of the project by approximately $600 million, bringing the 

estimate cost down to $3.2 billion. The Airports Authority also advised that it felt that it could 

also value engineer additional portions of the project, including the rail yard and the overall 

station designs, to further reduce the cost another approximately $200 million, potentially 

bringing the cost down to around $3 billion. At that time, the Board passed a motion requesting 

Chairman York to send a letter on behalf of the Board in support of the Aerial Station and 

requesting that the Airports Authority continue with its value engineering of the other 

components of the project. The County of Fairfax sent a similar letter in this timeframe as well. 

 

However, the Airports Authority continued to pursue an underground station at the Airport. By 

March 2011, the Airports Authority had further developed an alternative underground station 

design and directed its staff to make presentations to the Counties of Fairfax and Loudoun 

directly in an effort to convince the funding partners that the underground station was the 

appropriate design at the Airport. At this time, the Airports Authority stated that the modified 
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underground station would reduce the existing projected overage by $330 million. The briefing 

in Loudoun took place on March 17, 2011. 

 

Following this meeting, the Airports Authority formally voted on April 6, 2011 to pursue an 

underground station at the Airport with an overall project cost of $3.5 billion. This action by the 

Airports Authority Board was taken despite the recommendations of Loudoun County, Fairfax 

County, the Commonwealth of Virginia, and the Airports Authority professional staff to pursue 

the Aerial Station. Finally, and in addition, the Airports Authority also voted to add a 

requirement for a “mandatory project labor agreement” for the Phase 2 Project. 

 

This decision by the Airports Authority was followed by a request for a meeting between 

Airports Authority Board Member Tom Davis, Chief Financial Officer Andy Roundtree, and 

Chairman York, County Administrator Hemstreet, and Rail Coordinator Tom Farley. This 

meeting occurred on April 26, 2011 at Dulles Airport. The purpose of this meeting was for the 

Airports Authority to offer to cover the incremental cost for Loudoun and Fairfax between the 

underground station and the Aerial Station options, which represents 25% of the $330 million 

overage attributed to the underground station, or approximately $82.5 million. It was explicitly 

stated by the Airports Authority that the Dulles Toll Road would still have to cover the 

remaining $247.5 million. This offer was presented to the Board of Supervisors in open session 

on May 17, 2011 (Item 5A). Due to the continued strain on Dulles Toll Road users, the Board 

voted to not pursue this offer. 

 

On May 17, 2011, the Board requested that Chairman York send another letter on behalf of the 

Board again reiterating the preference for an Aerial Station at the Airport, stating that any 

additional costs associate with an underground station – if chosen – must be fully borne by 

MWAA, and further requesting that the Airports Authority back away from its decision for a 

“mandatory project labor agreement” on Phase 2. This letter was sent on May 26, 2011. 

 

In roughly the same timeframe, several other entities, including the County of Fairfax, the 

Commonwealth, federal legislative members, state legislative members, and various interest 

groups also began to express their individual concerns regarding the actions of the Airports 

Authority Board. Multiple statements were provided by these parties directly to the Airports 

Authority Board and a series of newspaper editorials also were written, all expressing a desire for 

lower costs for the Phase 2 project, which would include a switch to an Aerial Station at the 

Airport. 

 

Despite the multiple requests by the Funding Partners, legislative leaders, business and civic 

leaders, and the public, the Airports Authority has remained adamantly in support of an 

underground station at the Airport. Due to its continued position, the Secretary of Transportation 

of the United States, the Honorable Raymond LaHood, offered to step in and to try and mediate a 

compromise in order to further the project. Secretary LaHood began this process in the beginning 

of June and provided a goal of completing a compromise proposal within 30 days. 
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The Proposal from US DOT Secretary LaHood 

 

An outline of the compromise proposal offered by Secretary LaHood is attached as Attachment 

1. 

 

The compromise proposal is essentially the same as was explained to the Board in Mr. 

Hemstreet’s email to the Board of June 27, 2011, which was followed by a verbal briefing with 

each Board Member. Staff’s understanding of the compromise proposal is detailed below. As 

part of this process, the parties agreed to have the Federal Transit Agency provide independent 

cost estimates of the project. These numbers may differ from those offered by the Airports 

Authority in previous documents. 

 

The compromise Proposal consists of the following, with all costs being considered against the 

late 2010 gross project cost of $3.83 billion: 

 

1. Airport Station to be an Aerial Station adjacent to the North Garage for a savings of $562 

million. 

2. Enclose and add climate control to the Airport Aerial Station at a cost of $10 million. 

3. Reduce the size of the Rail Yard at the Airport for a savings of $81 million. 

4. Transfer responsibility of the Route 28 Station to Fairfax County for a savings of $136 

million. 

5. Transfer responsibility of the five (5) parking structures to the Counties for a savings of 

$225 million. 

6. Reduce the canopy design for Phase 2 stations for a savings of $15 million. 

7. Change structural design elements from concrete to steel for a savings of $35 million. 

8. Modify Station finishes for a savings of $4 million. 

 

Taken together, these elements would reduce the cost of the Phase 2 Project from an estimated 

$3.83 billion to an estimated $2.77 billion. In addition, there are still a number of additional cost 

reduction items under consideration, which are detailed in the attached proposal summary, which 

if these can be realized, would further reduce the project cost down to a potential $2.6 billion. 

 

Further, the FTA has indicated that TIFIA
1
 Loans could be made available to the Counties to 

finance the costs of the garage structures and the Route 28 Station. At this time, no TIFIA is 

offered to the Airports Authority. The reasoning for this has to do with the relative credit 

worthiness of the parties, with the Counties of Loudoun and Fairfax being financially stronger 

than the Airports Authority. The Commonwealth has also offered to discuss the backing of the 

garage portion through its Public Private Partnership office should parking revenue and TIFIA 

financing be available. 

 

Secretary LaHood has requested that this proposal be discussed publicly and that a formal 

position be taken on this compromise proposal by each of the funding partners by July 20, 2011. 

                                                           
1
  TIFIA stands for the Transportation Infrastructure Finance and Innovation Act. The program provides Federal 

credit assistance in the form of direct loans, loan guarantees, and standby lines of credit to finance surface 

transportation projects of national and regional significance. More information can be found at: 

http://www.fhwa.dot.gov/ipd/tifia/ 
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The Proposal from the Airports Authority 

 

At the June 30, 2011 meeting, the Airports Authority Board Members present stated that their 

informal offer to the Counties in late April 2011 to finance the direct cost differential to Loudoun 

and to Fairfax of the underground station was not official. The Airports Authority has stated that 

they prefer the modified underground station, which they believe will result in a project cost of 

$3.2 billion, assuming the remaining modifications as proposed in the compromise agreement, 

but without Fairfax and Loudoun taking on the added responsibilities for the five (5) garages and 

the Route 28 station. The Airports Authority requested that the Loudoun Board of Supervisors 

again consider this offer of the Airports Authority to finance Loudoun County’s direct 

contribution for the difference between the modified underground station and the Aerial Station, 

which is estimated to be approximately $15 million. As noted, the Board has previously 

considered this proposal in May and did not accept it due to the fact that the Dulles Toll Road 

would remain responsible for 75% of these costs. 

 

In addition, the Airports Authority has requested that as a part of this offer, that Loudoun, 

Fairfax, and the Commonwealth would support a $1.7 billion TIFIA loan to the Airports 

Authority. The current compromise proposal by Secretary LaHood does not include any TIFIA 

loans to the Airports Authority. 

 

Impact to Tolls on the Dulles Toll Road  

 

At the revised costs developed under the compromise proposal, tolls on the Dulles Toll Road will 

likely be more in line with the original toll estimates than the possible $10.75 one-way tolls as 

the project is currently structured. Staff believes that the lower overall project costs will put less 

of a burden on Dulles Toll Road users than the current Airports Authority proposal, providing 

another benefit to the compromise proposal. 

 

ISSUES:  The main issue before the Board, other than the future, final decision as to whether or 

not to “opt out” of the project, relates to Item 5 of the compromise proposal. As noted above, 

Item 5 would transfer responsibility for construction of the three (3) parking garage structures in 

Loudoun County from the Project to the County. The estimated cost of these three (3) garage 

structures is up to $135 million. It is notable that the compromise proposal potentially lowers the 

overall cost of Phase 2 to between $2.6 billion and $2.77 billion, which is within $100 million to 

$270 million of the original project estimate. Under this scenario, the costs to Loudoun County, 

with a 4.8% share of the entire Metrorail project, would equate to approximately $257 million to 

$265 million. 

 

There are some remaining and outstanding considerations regarding how the three (3) Loudoun 

garages would be financed and operated and who would be ultimately responsible for the 

financial cost of the construction of the garages. These need to be fully vetted by the Board prior 

to a final Board decision on how to proceed. 
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Notwithstanding this qualification, the current proposal for the funding of the garages is 

conceptually as follows. 

 

1. The cost for the Loudoun garages would be removed from the Project (as is stated in 

more detail below, staff’s recommendation is that there be conditions applied prior to the 

garages being removed from the project).  

2. The federal government could make TIFIA loans available for the cost of the garages 

upon proper application for the loans. FTA has represented that they will assist with the 

applications and the loan processes. The advantage of the TIFIA loans is that they come 

with a reasonable interest rate and may appeal to a private sector partner. In addition, 

debt payments can be deferred for up to 5 years after substantial completion. Assuming a 

Phase 2 project completion in 2018, this would mean that debt payments could 

potentially be deferred until 2023. TIFIA repayment terms can be as long as thirty-five 

(35) years. 

3. Loudoun has been contacted by the Commonwealth’s Office of Public Private 

Partnerships (“P3”) and this office may be interested in backing or guaranteeing the cost 

of the garage project with a private sector builder if TIFIA can be obtained, if the garage 

revenue can be made available to the state, and if Loudoun wants to entertain an 

arrangement between the P3 Office and the private sector. 

4. Loudoun would need to take an active role of trying to put together a partnership with 

private sector entities using the TIFIA loan approach. It is reasonable to anticipate that 

this effort may entail potential land use modifications and/or approvals that are not 

known at this time. 

 

It is apparent that these details will not be worked through completely by July 20, 2011. 

Therefore, the staff recommendation to the Board is to tentatively approve the compromise 

proposal with the following qualifications: 

 

1. Loudoun will make a reasonable and best effort to assemble a financial option for the 

three (3) Loudoun garages, thereby taking the cost of the garages out of the project.  

2. This reduced project scope is contingent upon either a private sector partner and/or the 

Commonwealth guaranteeing and backing the cost of these garages, as well as the 

availability of TIFIA financing. Staff recommends that the garage costs be kept as an 

allowance in the overall project cost pending Loudoun working through a potential 

transaction with the private sector and the Commonwealth. If Loudoun is successful, then 

the costs are removed from the project. If not, then they remain a project cost shared by 

all parties. This is how the Wiehle Avenue Garage was handled in Fairfax County in 

Phase 1. 

3. The Airports Authority accepts the amended compromise proposal, including the Aerial 

Station. 

4. Fairfax County accepts the amended compromise proposal. 

5. The Commonwealth accepts the amended compromise proposal. 

6. MWAA donates the land for the parking garage at the Route 606 station. 

7. Consideration be given by WMATA in regards to reducing their standards for parking 

garages at Metro stations and considering alternate parking fees for the garages in 

Loudoun County. 
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Considering the Board’s previous position on the underground station at Dulles Airport, as well 

as the Board’s repeated desire to have the Airports Authority reduce the overall cost of the 

project, staff recommends that the Board not accept the alternative proposal from the Airports 

Authority. 

 

FISCAL IMPACT:   If the Compromise Proposal, as amended, is accepted, the overall costs for 

the County for the Phase 1 and Phase 2 projects would be lowered to approximately $265 

million, from the current budgeted amount of $315 million. However, the County would take on 

the responsibility to try and secure a public private partnership for the construction of the 

necessary garages in Loudoun. If the County is able to complete this successfully, then the 

garage costs will be removed from the project and there is a potential for no additional costs to 

the County.  Otherwise, the garage costs would roll back into the overall project cost. 

 

DRAFT MOTIONS: 

 

1. I move that the Board of Supervisors defer action on the Compromise Proposal until the 

July 19, 2011 Board Meeting. 
 

-or- 
 

2. I move that the Board of Supervisors accept the Compromise Proposal with the following 

conditions: 

a. Loudoun will make a reasonable and best effort to assemble a financial option for 

the three (3) Loudoun garages, thereby taking the cost of the garages out of the 

project.  

b. This reduced project scope is contingent upon either a private sector partner 

and/or the Commonwealth guaranteeing and backing the cost of these garages, as 

well as the availability of TIFIA financing. The garage costs should be kept as an 

allowance in the overall project cost pending Loudoun County working through a 

potential transaction with the private sector and the Commonwealth. If successful, 

then the costs can be removed from the project. If not, then they remain a project 

cost shared by all parties.  

c. The Airports Authority accepts the amended compromise proposal, including the 

Aerial Station. 

d. Fairfax County accepts the amended compromise proposal. 

e. The Commonwealth accepts the amended compromise proposal. 

f. MWAA donates the land for the parking garage at the Route 606 station. 

g. Consideration be given by WMATA in regards to reducing their standards for 

parking garages at Metro stations and considering alternate parking fees for the 

garages in Loudoun County. 

 

-AND- 

 

h. I move that the Board of Supervisors again reject the offer of the Airports 

Authority to maintain an underground station by financing the differential for 

only Loudoun and Fairfax Counties but not reducing the burden on the Dulles 

Toll Road users. 
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-or- 

 

3. I move an alternate motion. 

 
 

ATTACHMENTS: 

 

1.  Dulles Rail Cost Saving Opportunities 
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