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Phase 2 Dulles Rail Transportation Improvement District 
Debt & Financial Management Policy 
March _, 2022 
 
Background 
 
The Phase 2 Dulles Rail Transportation Improvement District (the District) was established by 
Fairfax County (the County) to provide funding for Phase 2 of the Silver Line Metro extension 
from the Wiehle Avenue Station to Dulles Airport and beyond into Loudoun County (the Project.)  
The Phase 2 Petition (adopted by the County on December 21, 2009) created the geographic 
boundaries of the District and set forth a funding plan which called for the District to provide not 
more than $330 million of capital project expenditures plus required reserves and financing costs.  
In addition to the District’s contribution to Phase 2, the County committed to fund the balance of 
amounts needed to reach the County’s total funding commitment of 16.1% of total project costs. 
The County obtained a $403 million TIFIA loan in December 2014, the repayment of which is 
shared between the County ($187 million) and the District ($216 million).  
 
As part of the District’s funding plan, the Petition contemplated, and the County levied an ad 
valorem real property tax rate on commercial and industrial property within the District’s boundary 
(the Special Improvements Tax).   The Special Improvements Tax rate was initially set at 5 cents 
per $100 of Assessed Value (AV) starting in FY2011 and then followed a ladder of increases set 
forth in the Petition through FY2014 when the tax rate reached 20 cents per $100 of AV.   The 
Petition provides that the rate remain at 20 cents per $100 of AV through the tax year in which 
revenue service commences.  After revenue service commences, the maximum, legally 
permissible tax rate is 25 cents per $100 of AV, unless certain conditions are met.  If those 
conditions are met, then the maximum, legally permissible tax rate becomes 40 cents per $100 of 
AV.  
 
Each year, the District Commission requests that the County’s Board of Supervisors set the 
Special Improvements Tax after considering the status of revenue service and the financial 
condition of the District including expected construction expenditures of the Project, debt 
obligations and available special tax revenue.   In FY2021, the rate of 20 cents per $100 of AV is 
projected to generated $20.5 million in tax revenue from the District.   
 
As of June 30, 2020 (the end of fiscal year 2020), the District will have contributed $287.9 million 
of debt and tax revenue toward construction costs of the Project.  Contributions have consisted of 
$215.5 million of the proceeds of the TIFIA loan and an additional $72.4 million of cash 
contributions from tax revenue generated by the District.  The remaining $40.3 million will be 
sourced from tax revenue collected in the District over the period from July 2020 to December 
2023.  Additionally, $14.5 million of tax revenue has been used to fund a debt service reserve 
fund for the TIFIA loan.   
 
After construction is complete, the Special Improvements Tax revenue will be used to pay debt 
service on the TIFIA loan.  As of June 30, 2020, the balance on the TIFIA loan allocated to the 
District totals $227.4 million.  The TIFIA loan allows for a payment deferral period with annual 
debt service payments scheduled to commence on October 1, 2023.  Based on this payment 
schedule, annual debt service on the TIFIA loan is estimated to be $14.5 million per year.  The 
TIFIA loan has credit ratings of AA+/AA+ from Standard & Poor’s Rating Services, and Fitch, Inc., 
respectively.   
 
Debt service on the TIFIA loan is fixed through final maturity on April 1, 2046, unless it is pre-paid 
in whole (or in part) or refinanced earlier.  Security, repayment and other features of the TIFIA 
Loan is governed by the TIFIA Loan Agreement between the US Department of Transportation, 
the County and the Fairfax Economic Development Authority (the EDA), the Trust Agreement 
between US Bank and the EDA and the Support Agreement between the County and the EDA.  
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The security for the TIFIA loan is Dedicated Revenues which means all appropriated funds, 
including amounts from the County’s general fund, made available by the County to pay debt 
service on the TIFIA Loan.  The County’s annual budget process contemplates that the debt 
service obligation on the TIFIA Loan will be allocated and paid from tax District revenue and from 
revenue in the County’s Transportation Fund.   
 
In order to secure the TIFIA loan, the loan documents established a Debt Service Reserve Fund 
(DSRF) with a legal requirement to be fully funded in the amount equal to Maximum Annual Debt 
Service (MADS).  As of June 30, 2020, the DSRF is fully funded in the required amount of $14.5 
million, and is required to remain in place for the life of the TIFIA loan.    
 
Based on historical experience, over the long term, the County can anticipate that the AV of 
commercial & industrial real property within the District may decline at some point.  Over the past 
10 years, the largest single year commercial AV decline in the County occurred in FY2011, when 
values declined 19.5%.   Because of potential declines in AV, it is prudent to establish a Debt 
Service Coverage policy target and minimum level of reserves to provide cash flow cushion & 
liquidity.  This approach is consistent with the debt and financial policies and practices the County 
has in place for other special tax districts and their associated debt. 
 
No additional projects will be funded with tax revenue from the District.  Once the District’s share 
of the TIFIA loan and any refinancings are paid in full, the District will be abolished.  
 
Policy Overview 
 
The Debt & Financial Management Policy provides a framework for future financial decisions.  It 
is does not, and should not be interpreted to, constrain the Board of Supervisors’ authority to 
determine and levy taxes.    The District Commission reserves the right to waive or modify any of 
the objectives, guidelines or policies included herein.  
 
Debt Service Coverage Policy 
 
In setting the Special Improvements Tax rate, the District Commission’s primary objectives are: 
 

a) To ensure debt service on the TIFIA loan or any refinancing is paid on time and in full 
without requiring resources from the County’s General Fund;  

b) To ensure all legal requirements related to the TIFIA Loan and the District are met; 
c) To avoid significant year-to-year volatility in the tax rate; and  
d) To maintain existing credit ratings on the TIFIA loan or associated refinancing. 

 
Based on the objectives described above, the Commission will observe relevant provisions of the 
petition and consider the following policy guidelines when providing a recommendation to the 
County’s Board of Supervisors regarding the Special Improvements Tax rate each year: 
 

1. The current tax rate of 20 cents per $100 of AV may not be adjusted until the provisions 
of the petition pertaining to revenue service have been met. 
 

2. Targeted Debt Service Coverage will be 1.25 times (125%) 
a. For purposes of this policy, Debt Service Coverage will be calculated as the ratio 

of current year tax district revenues only (i.e. not including any reserves) divided 
by maximum annual debt service on any outstanding debt. 
 

3. Historical Debt Service Coverage will be at least 1.25 times for two consecutive fiscal 
years before lowering the tax rate 
 

4. The tax rate will be lowered by no more than two cents per $100 of AV in any given year.  
Before the tax rate is lowered, projected debt service coverage for the first year impacted 
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by the tax rate reduction must be at least 1.25 times assuming the lower tax rate, and the 
Commission will reasonably expect that future years’ estimated revenue will be sufficient 
to pay annual debt service through final maturity of all debt at a margin of 1.00 times. 
 

5. When considering a tax rate reduction, the District will evaluate a sensitivity analysis 
which measures the percent of AV reduction in the fiscal year following the tax rate 
reduction which would result in a minimum of 1.00 times Debt Service Coverage (during 
the life of the outstanding debt)  and compare such stress case to relevant historical AV 
downturns & then current information. 

 
 

 
Reserve Policy 
 
When setting the Special Improvements Tax rate, the Commission will also consider accumulated 
unrestricted balances of tax revenue which remain available in Fund 40120, Dulles Rail Phase 2 
Transportation Improvement District of the County’s budget.  Such remaining amounts after fully 
funding the DSRF and meeting estimated construction draws will serve as liquidity and reserves 
for uncertainties, known as the “Residual Balance.” 
 

1. The District will maintain the DSRF at or above the legally required minimum at all times 
  

2. The District will target a Residual Balance of equal to approximately 2.0 times maximum 
annual debt service (the “Residual Minimum”).   This amount will be accumulated over 2 
fiscal years starting with the fiscal year when this policy becomes effective. 
 

3. To the extent the Residual Balance is needed to pay regularly scheduled debt service 
and drop below 2.0 times MADS, the District will develop a written plan at its next fiscal 
year planning cycle to set forth a plan for replenishment. 
 

4. When feasible and economically advantageous, the District will consider using amounts 
in excess of the Residual Amount Minimum to accelerate the retirement of outstanding 
debt 

 
 
 
Effective Date 
 
Recognizing that the revenue service date has not been established by WMATA and that TIFIA 
debt service payments will commence on October 1, 2023 (FY2024), this Debt & Financial 
Management Policy is expected to be adopted & effective prior to the start of FY2023 (July 1, 
2022 to June 30, 2023).  
 
 


