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OVERVIEW

In September 2007, in compliance with FTA requirements, the Metropolitan Washington
Airports Authority (Airports Authority), in cooperation with the Virginia Department of Rail and
Public Transportation (DRPT), Washington Metropolitan Area Transit Authority (WMATA),
and Fairfax and Loudoun Counties, Virginia, submitted a Request to Enter Final Design with
both a Preliminary Capital and Operating Financial Plan (Preliminary Financial Plan) to the
FTA that described the Project’'s ongoing financial planning activities in preparation for entry
into the Final Design Phase of project development.

The Financial Plan highlighted the significant progress made in executing agreements
among the funding partners to define their respective financial commitments. Non-Federal
sources will provide 69.6% of the total funding for the Wiehle Avenue Extension (Phase 1).
More than 75% of this local funding has been committed, while the remaining amount has
been budgeted. These local sources are stable and sufficient to fund the non-Federal share
of the Project. In fact, revenue from the pledged sources is already being collected and set
aside for the construction effort.

The purpose of this document is to provide additional information to assist the FTA in
evaluating the stability and reliability of the Preliminary Financial Plan. FTA has not shared
the report of the Financial Management Oversight Contractor (FMOC) on this Preliminary
Financial Plan, so this document is intended to 1) formally document information that has
also been shared with the FMOC in response to questions and 2) continue the updating of
the Preliminary Financial Plan with more recent information. The Project’s financial team is
ready to discuss specific issues and concerns when they are provided.

In FY 2007 and FY 2008, the Project’'s local financial commitment rating was "Medium."
Based on the information provided in the Preliminary Financial Plan, the updates to that
information, and the formal documentation of information provided to the FMOC, this review
should remain “Medium” rather than the "Medium Low" rating indicated in the letter dated
January 24, 2008.

The following information is organized in sections addressing the three factors that contribute
to the overall Capital Financial Plan rating. This information is also being incorporated into
the September 2007 Preliminary Capital Financial Plan. The three factors are:

1. Current capital financial condition of the sponsoring agency and funding partners;

2. Degree of commitment and availability of Non-Section 5309 New Starts funds;

3. Reasonability of capital planning assumptions and cost estimates and financial
capacity to cover capital cost increases or funding shortfalls.



CURRENT CAPITAL FINANCIAL CONDITION
FTA GUIDANCE
The current capital financial condition of the project sponsor and funding partners is
evaluated based on the audited financial statements, condition of the agency’s capital assets

(age of vehicles and facilities) and the agency’s bond ratings. This subfactor rating reflects
current rather than forecast conditions.

PREVIOUS RATINGS FOR THE DULLES CORRIDOR METRORAIL PROJECT FOR CURRENT
CAPITAL FINANCIAL CONDITION

FYQ7 - Medium (3)
FYO08 - Medium (3)

KEY STRENGTHS NOTED IN PRIOR ASSESSMENTS AND SUBMITTALS

The project sponsor and funding partners are highly rated entities with significant debt
management expertise.

Commonwealth of Virginia AAA
Fairfax County AAA
Metropolitan Washington Airports Authority AA/Aa3/AA-

Additional information on the credit ratings for the Airports Authority is provided under
separate cover.

The average age of the WMATA bus fleet is 7.2 years (NTD, 2006), which is consistent with
a Medium rating.

ADDITIONAL INFORMATION FOR CONSIDERATION BY FTA

The Dulles Toll Road is a very strong credit. The debt issued by the Commonwealth to help
fund the construction and improvement of the toll facility was structured as Section 9c
general obligation bonds that require certification from the Governor of Virginia that the net
pledged revenues would be sufficient to pay principal and interest on the bonds. The credit
has been rated “AAA.” The net toll revenue generated by the toll road after payment of debt
service has funded over $70 million of transfers to the Dulles Transit Set Aside Fund since
2005 in addition to other highway and transit projects.

In 2004, the General Assembly of the Commonwealth of Virginia provided authorization for
the potential issuance of debt for the Dulles Rail Project under the Transportation
Infrastructure Finance and Innovation Act of 1998 (TIFIA). The objective was to use Federal
credit assistance to optimize leverage of the Dulles Toll Road and reduce reliance on Federal
grant funding. That goal is consistent with the statutory purpose of TIFIA.

Upon transfer of project sponsorship in late December 2006, the Airports Authority advanced
the effort by submitting a TIFIA application to USDOT in January 2007. Under 23 U.S.C.



602(b)(2)(B), applicants for TIFIA credit assistance are required to provide a conditional
credit assessment from a nationally recognized statistical rating organization (NRSRO) that
indicates "the potential for the senior debt obligations funding the project to achieve an
investment grade rating." The indicative ratings in the preliminary opinion letter obtained for
the application ("BBB" for senior toll revenue bonds and "BB" for TIFIA) merely confirm that
the project meets the minimum thresholds for initiating the TIFIA application process and do
not represent the underlying credit quality of the Dulles Toll Road. Formal credit ratings
based on a comprehensive traffic and revenue study of the Dulles Toll Road will be obtained
prior to the issuance of debt obligations.

The preliminary credit opinion letter should not be given any weight in the assessment of the
capital financial condition of the project sponsors. The rating agency clearly states: "This
credit opinion does not constitute a credit rating..." In addition, the letter notes that it is not
for publication or distribution "except to satisfy the requirements of MWAA's TIFIA loan
application for the Phase 1 Project.”

Credit ratings from all three recognized rating agencies will be obtained for the senior toll
revenue bonds prior to issuing any debt. The TIFIA requirements and process are clearly
established. If selected for TIFIA credit assistance, an investment grade rating must be
obtained for the senior debt obligations and an opinion on the default risk of the TIFIA credit
instrument before the negotiation and execution of the credit agreement and disbursement of
funds.

COMMITMENT OF CAPITAL FUNDS

FTA GUIDANCE FOR COMMITMENT OF CAPITAL FUNDS

For final design, the Capital Plan rating standard for “Medium-High” requires over 75% of
Non-Section 5309 New Starts funds to be committed or budgeted.

PREVIOUS RATINGS FOR THE DULLES CORRIDOR METRORAIL PROJECT FOR
COMMITMENT OF CAPITAL FUNDS

FYQO7 - Medium High (5)
FY08 - Medium High (5)

KEY STRENGTHS NOTED IN PRIOR ASSESSMENTS AND SUBMITTALS

e The Airports Authority and Fairfax and Loudoun Counties have executed a funding
agreement that defines each partner's financial commitments. (Agreement to Fund the
Capital Cost of Construction of Metrorail in the Dulles Corridor, September 11, 2007)

e The Airports Authority established an Enterprise Fund for the Dulles Toll Road and
Dulles Corridor Metrorail Project. (Financial Administration of the Dulles Toll Road and
Dulles Corridor Metrorail Project, June 6, 2007)



e The Airports Authority adopted its FY 2008 Budget and Capital Improvement
Program, which contained the Financial Plan for the Dulles Corridor Metrorail Project,
including the non-Federal funding sources for the Project. (2008 Budget, Resolution No.
07-42, December 5, 2007)

e In May 2005, the Commonwealth Transportation Board increased the toll rates on the
Dulles Toll road to provide additional dedicated funding for the Dulles Rail project. It
was the first toll adjustment since the toll road opened in 1984. The Board indicated
at the time that it was prepared to increase tolls again in 2010 to support the Dulles
Rail Project. In July 2007, the Airports Authority held two public hearings on Dulles
Toll Road toll rates and subsequently adopted the current schedule without any
changes. (Amendment to the Metropolitan Washington Airports Regulations to establish User
Tolls Applicable to the Dulles Toll Road,, Resolution No. 07-24, August 8, 2007)

o The Airports Authority and Bank of America have executed a term sheet for a $150
million line of credit to be secured by Dulles Toll Road revenues. (Authorization for the
Issuance of Dulles Toll Road revenue Bond Anticipation Notes, Resolution No 07-19, July 11,
2007)

ADDITIONAL INFORMATION FOR CONSIDERATION BY FTA

The local funding sources identified for Phase 1 are 100% committed. However, to account
for a differing interpretation with regard to the Dulles Toll Road revenues that will secure the
proposed TIFIA loan, the allocation of Non-Section 5309 funds has been modified to
decrease the amount of the TIFIA loan by approximately $70 million. The amount of Dulles
Toll Road revenue bonds has been increased by the same amount, so the total amount of
local funding has not changed. This minor adjustment increases the percentage of funds
that FTA considers to be “Committed” or “Budgeted” to more than 75 percent making the
rating “Medium High.”

The chart below shows the allocation of local funding before and after the modification.

TABLE 3.1 LOCAL FUNDING COMMITMENT — WIEHLE AVENUE EXTENSION
(Thousands YOE Dollars)

Previous Allocation of Local Funding

Level of Committed Maturity of
Amount Commitment Sources Sources
Commonwealth - VTA 2000 51,700 Committed 2.51% Existing
Fairfax Tax District 487,750 Committed 23.67% Existing
Dulles Toll Road 940,944 Committed 45.66% Existing
TIFIA Loan 580,385 Planned Existing
$ 2,060,779 71.84%




Modified Funding Allocation

Committed
Amount Change Sources
Commonwealth - VTA 2000 51,700 - 2.51%
Fairfax Tax District 487,750 - 23.67%
Dulles Toll Road 1,010,556 69,612 49.04%
TIFIA Loan 510,772 (69,612)
$ 2,060,779 $ - 75.21%

CAPITAL COST ESTIMATES, PLANNING ASSUMPTIONS
AND FINANCIAL CAPACITY

FTA GUIDANCE FOR CAPITAL COST ESTIMATES, PLANNING ASSUMPTIONS AND FINANCIAL
CAPACITY

The evaluation of capital cost estimates and planning assumptions focuses on the sensitivity
of the financial health of the agency with respect to the assumptions regarding revenue
forecasts, socio-economic conditions, cost inflation, and the reasonability of the cost
estimates.

PREVIOUS RATINGS FOR THE DULLES CORRIDOR METRORAIL PROJECT

FYQ7 - Medium (3) for Financial Capacity
Medium Low (2) for Estimates and Assumptions

FYO08 - Medium (3) for Financial Capacity
Medium Low (2) for Estimates and Assumptions

KEY STRENGTHS NOTED IN PRIOR ASSESSMENTS AND SUBMITTALS

The Airports Authority provided FTA with a revenue sensitivity analysis on November 9,
2007, that clearly demonstrated that "optimistic" assumptions are not needed to conclude
that the Dulles Toll Road can generate sufficient funding for Phase 1.

The WMATA capital program reasonably reflects WMATA'’s replacement and rehabilitation
needs. The projected increase in local funds is commensurate with inflation, at about 4
percent annually.

The WMATA Board approved the updated long-term operating and maintenance plan for
Phase 1 on June 24, 2007, thereby endorsing the plan and providing a full commitment to
maintain the Project. The WMATA Board Resolution stated that “the cost of operating and
maintaining WMATA's current bus and rail systems, in addition to Dulles Phase 1, is within
the financial capacity of WMATA and the contributing jurisdictions.”



ADDITIONAL INFORMATION FOR CONSIDERATION BY FTA

The Project has met FTA’s requirements for a “Medium” rating on Capital Cost Estimates
and Assumptions.

Base Case Revenue Assumptions

The traffic and revenue assumptions for the Preliminary Financial Plan submitted to FTA in
September 2007 were based on adjustments made in 2006 to the forecast prepared by
Wilbur Smith Associates (WSA) in February 2005. WSA examined a number of alternative
toll rates schedules and determined that revenue could be optimized with a mainline toll of
approximately $2.00. The Commonwealth Transportation Board increased the mainline toll
to $0.75 in May 2005 and raised the toll rate at all ramps to $0.50. Significant capacity
exists to achieve the revenue assumptions through additional toll increases as necessary.

To facilitate the issuance of toll revenue debt and negotiation of the FTA Full Funding Grant
Agreement, the Airports Authority has commissioned a new, comprehensive traffic and
revenue study. Results from that study are expected in the spring of 2008.

The future revenue potential of the Dulles Toll Road cannot be determined by simply
extrapolating historical data. VDOT traffic data indicates that traffic volumes modestly
decreased on most of the major roads in the Dulles Corridor over the past two years because
of economic conditions. With the long-term economic growth expected in the corridor and
periodic toll rate adjustments, net toll revenue can be dramatically increased from year to
year.

However, to address the FTA concern expressed in the January 24, 2008 letter, the
forecasted toll transactions and revenues have been updated to reflect recent toll revenues
and toll transactions. This downward adjustment produces a revised Base Case with toll
revenue significantly below the assumptions in the official six-year revenue forecast for the
facility.

For the modified base case, the assumed average annual growth in toll transactions is how
less than 0.40 percent. Even in the conservative modified base case, tolls remain
reasonable. In 2027, the average toll rate would be $1.80 with a present value of $.97. The
figures below compare the modified Base Case revenue and transaction estimates to
previous assumptions. As important, what every case demonstrates is the strong debt
service coverage, well in excess of what rating agencies traditionally require. The strong
coverage means that sufficient excess revenues are available after payment of operations,
maintenance, and debt service for additional borrowing, pay-as-you-go expenses and
reserves. The Agreement with the Commonwealth provides for each of these options.



Figure 4.1

Comparison of Gross Toll Revenue Assumptions
($Millions)
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It is important to note that one of the key strengths of the Dulles Toll Road is that it serves an
established corridor connecting large residential areas with major commercial centers. Toll
rates have been increased only once since the facility was opened to traffic and the current
9-cent per mile average toll rate is low relative to other toll facilities. Additional revenue
generation can be accomplished as well by implementing peak hour pricing and strategic
capital improvements. The Agreements between the Commonwealth and the Airports
Authority require that both of these actions be taken. Capacity constraints on competing
roads and the significant time savings realized by using the Dulles Toll Road during peak



travel hours, along with the robust long-term economic outlook for the corridor and region,
ensure that the Dulles Toll Road will continue to generate the revenue necessary to support
the Project.

Financing Structure

The chart below shows the potential annual debt service obligations for the Dulles Toll Road
in the Preliminary Financial Plan submitted in September 2007.

Figure 4.3
Pro Forma Debt Service -September 2007 Capital Plan
($Millions)

$400

$350 CTIFIA Loan /
mmm Senior Toll Revenue Bonds /

$300 - Net Revenue Available for Debt Senice /—/__

$250

o /_f—/

$150
$100 f_,
$50 4
$-
123 45 6 7 8 9 101112 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40
Figure 4.4
Pro Forma Debt Service Coverage - September 2007 Capital Plan
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The senior toll revenue bonds begin to amortize in 2014, soon after the expected completion
of Phase 1, and the debt was structured to achieve level annual debt service payments
through 2048.

The amortization of principal on the subordinate TIFIA loan was assumed to begin in 2032
and the loan was fully repaid by 2048. The pro forma debt service coverage was over 3.50x
during that period. The "backloaded" debt structure for a subordinated TIFIA loan facilitates
future debt issuance and is consistent with previous TIFIA transactions secured by toll
revenue. In December 2007, for example, USDOT approved a $587 million TIFIA loan for
the Capital Beltway HOT Lanes project that does not require any repayment of principal for
25 years.

The FTA financial capacity assessment criteria are not typically applied to toll financings
where it is very common to use back-loaded debt structures that mirror the projected net
revenue stream. Though it is premature to evaluate different debt structures, an alternative
financing structure for the Phase 1 toll revenue debt is provided to facilitate FTA review. As
shown in the figure below, debt service on the senior toll revenue bonds and subordinated
TIFIA loan has been restructured to achieve level annual debt service after 25 years.

Figure 4.5
Pro Forma Debt Service- Modified Base Case
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Figure 4.6
Pro Forma Debt Service Coverage - Modified Base Case
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Toll Elasticity Assumptions

The toll diversion assumptions in the comprehensive traffic and revenue study that is
underway will be based on the results of various surveys and analysis undertaken by
professional traffic engineers. For purposes of the revised Base Case toll revenue forecast,
the Airports Authority has assumed periodic toll increases and subsequent reductions in
annual toll transactions through 2020. No traffic reduction is projected in the remaining years
because the additional toll adjustments are assumed to track inflation, and the real value of
the incremental toll increases will be far less.

Ability to Secure Additional Funding for Phase 1

The Fairfax County Dulles Rail Transportation Improvement District can generate the $400
million contribution to Phase 1 with moderate growth in assessments and tax rates at or
below 29 cents per $100 of assessed value. State law allows the district tax rate to be
increased to a maximum of 40 cents if necessary.

A financial capacity analysis shows that pro forma debt service coverage ratios can be
maintained at levels above 1.40x for senior toll revenue bonds and 1.12x for all debt,
including the TIFIA loan, even when another $300 million of senior bonds is assumed to be
issued. That analysis does not assume any increase in toll rates from the revised Base
Case, but the ability to make adjustments to the toll schedule is significant credit strength.
Gross annual toll revenue generated by the Dulles Toll Road increased by nearly 50% after
the toll rate adjustment in 2005 (from $44.8 million in FY 2005 to $65.1 million in FY 2006).
Under its agreements with the Commonwealth of Virginia, the Airports Authority will have the
exclusive right to establish and collect tolls on the toll road. No consent or approval is
required from any other entity for future toll rate increases.
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In addition, the historic transportation revenue compromise reached in Virginia during the
2007 General Assembly Session (House Bill 3202) also provides additional funding for the
Project and its partners. Included in this legislation are three actions that directly affect the
Dulles Rail Project. First, dedicated transit operating funding is increased by $45 million a
year or more than 40 percent. Overall, WMATA receives over 50% of the Commonwealth's
transit operating funds. Second, House Bill 3202 authorizes the Commonwealth
Transportation Board to issue $300 million in Commonwealth Transportation Capital Projects
Bonds each year. With no additional legislation, the Commonwealth Transportation Board
can dedicate additional bond proceeds to the Project. Third, the legislation dedicated $50
million annually for WMATA capital improvements in Virginia. No additional authorizations
are required for the bond proceeds to be used.

Systemwide Capital Plan Assumptions

WMATA has a more than 30-year history of local jurisdiction commitment to fund the
construction and maintenance of the system. During the period covered by the Metro
Matters funding agreement, from FY2005 thru FY2010, the local jurisdictions have committed
to funding capital needs in excess of $500 million per year. The projection of capital needs
contained in the Dulles Project Preliminary Financial Plan is a reasonable continuation of that
level of funding.

Overall, the Dulles Corridor Metrorail Project has minimal impact on the financial stability of
the WMATA system and its capital program. The Project constitutes less than 4 percent of
the entire WMATA Capital Improvement Program (CIP) between 2008 and 2013. WMATA
will not incur capital cost associated with the Project until life-cycle rehabilitation programs
begin in 2019. Rehabilitation of rolling stock will not commence until 2026.

The CIP is funded with Federal, state and local funds. For FY 2008 — FY 2013, an annual
increase of 7.5 percent is assumed for the growth in Federal Formula Grant Funds. This rate
assumed a rate of growth that is slightly higher than actual growth from 1997 to 2006, when
the average annual growth of Federal grants for the WMATA CIP was 6.1 percent. For FY
2008, Federal funds are projected to be approximately $237 million, based on actual
appropriations. After 2015, a more conservative 3 percent annual increase of Federal
Formula Grant Funds is assumed.

It is assumed that state and local funding will cover needs beyond that funded by anticipated
Federal formula and discretionary funds. The long-term financial needs of WMATA, both
operating and capital, were incorporated into the 2006 Financial Plan Update of the
Constrained Long-Range Plan (CLRP) for the National Capital Regional Transportation
Planning Board (TPB). The CLRP was reviewed and approved by the TPB on June 29, 2007
and was subsequently approved by the Federal Transit Administration and Federal Highway
Administration. The CLRP is consistent with the Federal "maintenance first policy." A
summary of 2007 CLRP Financial Plan has been provided under separate cover.

There is Federal legislation currently awaiting consideration by the full House (HR 401) and
full Senate (S 1446) that would authorize $1.5 billion in Federal appropriations to WMATA
over a 10-year period. In return, WMATA’'s member localities must develop dedicated
revenue sources to match the Federal funds. Virginia, Maryland and the District of Columbia
have all taken actions to meet the requirements of this legislation:
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e As noted previously, in 2007 the Virginia General Assembly approved as part of
House Bill 3202 the dedication of an additional $50 million per year to WMATA for
capital needs as well as operating funding increases. Both of these funding
increases are additional funding — there is a maintenance of effort requirement to
assure that no other funding to WMATA is diminished.

e On April 27, 2006, Mayor Anthony Wiliams signed DC Bill 16-569, the
Washington Metropolitan Area Transportation Authority Fund Act of 2006, which
dedicates one half of one percent of the retail sales tax as established in DC to
provide additional funding for maintaining and improving the transportation system
of WMATA, and is subject to appropriation.

e The State of Maryland currently provides dedicated funding for WMATA through
its state transportation trust fund as enacted by the Maryland General Assembly
in its 2007 session.

These three funding sources, along with a sustained Federal partnership, will ensure that

Metrorail's long-term maintenance and extension capital needs will continue to be addressed,
as they have been over the past 40 years.
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OVERVIEW

Based on the strong commitment of operating funds, current condition of WMATA and
reasonableness of the planning assumptions, the Operating Financial Plan is eligible for a
“Medium” rating, consistent with the past two years. FTA reviews the following factors for
local financial commitment:

e Proposed Non-Section 5309 New Starts Share of Project Costs;
¢ Stability and Reliability of Capital Financing Plan; and
e Stability and Reliability of Operating Financing Plan.

Because the Dulles Corridor Metrorail Project — Wiehle Avenue Extension (the Project) will
be transferred to WMATA after construction is complete and become part of the Adopted
Regional System, the long term operations and maintenance will be funded by the WMATA
compact jurisdictions.

The Operating Financial Plan demonstrates the stability and reliability of the operating funds,
and WMATA's financial capacity to fund the operations and maintenance of the Dulles
Project. The Operating Financial Plan also highlights the strong commitment by the WMATA
Compact jurisdictions to meet the capital rehabilitation and replacement needs of the
WMATA system.

These local sources are stable and sufficient to fund the incremental operating and
maintenance requirements of the Dulles Project after it becomes part of the Adopted
Regional System.

The purpose of this document is to provide additional information to assist FTA in evaluating
the stability and reliability of the operating financial plan. The information is organized in
sections addressing the four subfactors that contribute to the operating finance plan rating:

e Current operating financial condition of WMATA;
e Degree of commitment and availability of Non-Section 5309 New Starts funds;

o Reasonability of capital planning assumptions and cost estimates and financial
capacity to cover capital cost increases or funding shortfalls.

The information in the Project’'s Operating Financial Plan in September 2007 was taken
directly from WMATA'’s “Dulles Corridor Metrorail Project — Final Operating Financial Plan”
(June 2007). The operating costs and revenues have been forecast by WMATA, and the
resulting plan was approved by the WMATA Board on June 24, 2007, as referenced in the
attached letter from WMATA.

FTA reviewed the WMATA's Current Capital Condition, Capital Cost Estimates, and Financial
Capacity in its assessment of the Project’s Capital Financial Plan.
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CURRENT OPERATING CONDITION
FTA GUIDANCE

The current operating financial condition of the project sponsor and its funding partners is
evaluated based on current audited financial statements and available cash balances and/or
reserve funds. Another factor to consider when determining the current financial condition of
the project sponsor is the current ratio, which is defined as current assets divided by current
liabilities.

PREVIOUS RATINGS FOR THE DULLES CORRIDOR METRORAIL PROJECT

FYO7 — High (5)
FY08 - High (5)

KEY STRENGTHS NOTED IN PRIOR SUBMITTALS

WMATA's current operating condition was rated “High”, reflecting the agency’s excellent
liquidity; stable operating history; ratio of assets to liabilities; and history of service
expansion.

ADDITIONAL INFORMATION FOR CONSIDERATION BY FTA

The Project has met FTA's requirements for a “Medium High” on Current Operating
Condition.

At the time that the Final Design Request was submitted to FTA in September 2007, WMATA
was exploring ways to address a projected $173 million shortfall in the FY 2009 budget.
WMATA instituted a number of cost containment actions and increases in state and local
government subsidy assistance that would still leave a FY 2009 budget gap of about $109
million. On December 13, 2007, the WMATA Board approved adjustments to fares and
parking charges to generate the $109 million needed to close the budget gap.

Based on ridership data posted on WMATA's website through January 29, 2008, Metro

ridership has not experienced lower ridership due to the fare increase, when compared to the
same period of 2007.

COMMITMENT OF OPERATING AND MAINTENANCE FUNDING

FTA GUIDANCE

The degree of commitment and availability of non-federal operating funds is evaluated based
on the evidence of commitment provided by the project sponsor. Project sponsors are
expected to have 100 percent of the O&M funding requirement committed before approval to
enter final design.
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PREVIOUS RATINGS FOR THE DULLES CORRIDOR METRORAIL PROJECT

FYO7 - High (5)
FYO08 - High (5)

KEY STRENGTHS NOTED IN PRIOR SUBMITTALS

e Virtually all operating and maintenance funding for WMATA can be considered
committed.

e These funds are considered committed because each member of the WMATA
compact is obligated to pay its fair share off the system-wide operating subsidy.

e Once the project is adopted as part of the regional system, the operating formula
would apply. The approach to funding the operating subsidy has been a stable
and reliable source of operating fund, because the member jurisdictions are
bound to it by their inclusion in the WMATA pact.

ADDITIONAL INFORMATION FOR CONSIDERATION BY FTA

The Operating Financial Plan meets FTA’s requirements for a “High” rating on Commitment
of Operating Funds.

OPERATING COST ESTIMATES, PLANNING ASSUMPTIONS AND FINANCIAL
CAPACITY

FTA GUIDANCE

The evaluation of operating cost estimates and planning assumptions focuses on the
sensitivity of the financial health of the agency with respect to the assumptions in the
operating plan regarding ridership and revenue forecasts, socio-economic conditions, cost
inflation, and the reasonability of the operating cost estimates. To determine the rating for
this subfactor, FTA weighs the reasonableness of the assumptions against the financial
capacity of the project sponsor, placing more emphasis on the assumptions.

PREVIOUS RATINGS FOR THE DULLES CORRIDOR METRORAIL PROJECT

FYQ7 - Medium (3) for Financial Capacity
Medium (3) for Estimates and Assumptions

FYO08 - Medium (3) for Financial Capacity
Medium (3) for Estimates and Assumptions
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KEY STRENGTHS NOTED IN PRIOR SUBMITTALS

The Project will have a modest effect on operating expenditures. The Project accounts for
only 3.5% of WMATA systemwide annual operating expenses in the first full year of
operations. By FY 2030, the Project would add $16.2 million, or 1.5%, to the WMATA
system-wide subsidy requirements.

WMATA is projecting adequate resources from committed sources to operate and maintain
the project, while continuing to fund the operations and maintenance program for the existing
transit system.

A comparison of the operating ratios in the financial plan with historical ratios indicate
consistency between historical and projected revenues. Also, forecasted operating subsidies
are consistent with historical data.

ADDITIONAL INFORMATION FOR CONSIDERATION BY FTA

The Operating Financial Plan meets FTA’s requirements for “Medium” on Operating Cost
Estimates, Planning Assumptions and Financial Capacity. The following sections provide
additional detail on the forecast of operating and maintenance costs, and the assumptions
regarding WMATA's liquidity.

Forecast of O&M Costs

The forecasts for the bus unit costs cannot be evaluated simply by comparing them them to
historical figures. Between 2001 and 2005, the average bus fleet age for WMATA was much
higher than it is now. Recent bus procurements have brought the fleet age down and a
regular program of bus replacement is planned. The decrease in fleet age is expected to
maintain a lower growth in bus unit costs.

Assumptions for WMATA Working Capital

The Metro Matters funding agreement shifted WMATA from an obligation-based to an
expense-based capital program. The reduction in working capital balances is in fact prudent
fiscal management by WMATA to reduce idle cash balances and convert capital
programming to a cash flow basis. This change was codified and voted by each of the
jurisdictions and helped bring WMATA into the modern era of public finance. The Authority
has sufficient contingency or lines of credit to ensure adequate cash flow.
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Figure 4.1

Comparison of Gross Toll Revenue Assumptions
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Comparison of Annual Toll Transaction Assumptions
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DULLES TOLL ROAD - PRO FORMA CASHFLOW (1)

DULLES CORRIDOR
METRORAIL PROJECT

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Annual Toll Transactions (Millions) 110.0 110.5 104.9 108.2 1115 105.9 109.2 112.6 109.2 1114 113.6
Average Toll Rate $0.60 $0.60 $0.85 $0.85 $0.85 $1.10 $1.10 $1.10 $1.35 $1.35 $1.35
GROSS TOLL REVENUE ($Millions) 66.00 66.27 89.19 91.98 94.79 116.53 120.17 123.84 147.43 150.38 153.38
Investment Earnings 2.81 4.13 4.13 4.13 4.13 4.13 4.13 4.13 4.13 4.13 4.13
TOTAL REVENUE 68.81 70.40 93.32 96.10 98.91 120.66 124.30 127.97 151.55 154.50 157.51
Annual Growth 2.3% 32.6% 3.0% 2.9% 22.0% 3.0% 3.0% 18.4% 1.9% 1.9%
Operating Expenses 15.08 15.83 16.63 14.95 15.80 16.69 16.82 17.78 17.38 17.90 18.44
Capital Maintenance Expenses 3.90 4.01 2.28 2.35 2.42 2.50 2.57 2.65 2.73 2.81 2.89
TOTAL OPERATING EXPENSES (2) 18.98 19.85 18.91 17.30 18.22 19.19 19.39 20.43 20.10 20.71 21.33
Annual Growth 4.6% -4.7% -8.5% 5.3% 5.3% 1.0% 5.4% -1.6% 3.0% 3.0%
NET REVENUE AVAILABLE FOR DEBT SERVICE 49.83 50.55 74.40 78.80 80.69 101.47 104.91 107.54 131.45 133.79 136.18
Debt Service on Senior Toll Revenue Bonds (3) 2451 36.01 36.01 36.01 36.01 36.01 36.01 36.01 36.01 36.01 36.01
Debt Service Coverage on Senior Debt 2.03 x 1.40 x 2.07 x 2.19x 2.24 x 2.82x 2.91 x 2.99 x 3.65 x 3.72x 3.78 x
Payments on Subordinated TIFIA Loan (4) - - - - - 32.56 32.56 32.56 32.56 32.56 32.56
Debt Service Coverage on Senior Debt and TIFIA 2.03 x 1.40 x 2.07 x 2.19 x 2.24 x 1.48 x 1.53 x 1.57 x 1.92 x 1.95 x 1.99 x
Net Revenue Available after Debt Service (5) 25.33 14.54 38.39 42.80 44.68 32.90 36.34 38.97 62.88 65.23 67.62
(1) Pro forma cash flow with revised revenue assumptions that reflect recent experience..
(2) Preliminary assumptions based on VDOT operating history. The Airports Authority has retained Carter Burgess to assist in developing updated projections for operating and

maintenance expenses.
(3) Assumes two series of senior toll revenue bonds are issued in 2008: one to refinance $150 million of bond anticipation notes the Airports Authority expects to issue to fund

costs associated with acquiring and improving the Dulles Toll Road and another to fund approximately $650 million of Phase 1 project costs. Interest rate assumption for the

insured tax-exempt current interest bonds is 5.25% and 5.75% for capital appreciation bonds.
(4) Assumes a TIFIA loan is secured to fund approximately $510 million of Phase 1 project costs. Assumed interest rate is 5.25%.
(5) These amounts are required to be deposited in various reserve accounts, used for Dulles Corridor capital improvements or used for eligible Dulles Corridor transit operation costs.

Dulles Rail Phase 1 Capital Plan ADDITIONAL INFO 01-31-08 base case cash flow page 3



DULLES TOLL ROAD - PRO FORMA CASHFLOW, continued (1) @t’#éééﬁ?&'&i@?

Annual Toll Transactions (Millions) 111.3 112.0 112.6 111.4 112.1 112.7 113.3 113.9 114.5 115.2
Average Toll Rate $1.49 $1.49 $1.49 $1.63 $1.63 $1.63 $1.80 $1.80 $1.80 $1.98
GROSS TOLL REVENUE ($Millions) 165.35 166.26 167.17 182.05 183.05 184.06 203.58 204.70 205.82 227.65
Investment Earnings 4.13 4.13 4.13 4.13 4.13 4.13 4.13 4.13 4.13 4.13
TOTAL REVENUE (2) 169.47 170.38 171.30 186.17 187.18 188.18 207.70 208.82 209.95 231.78
Annual Growth 7.6% 0.5% 0.5% 8.7% 0.5% 0.5% 10.4% 0.5% 0.5% 10.4%
Operating Expenses 18.99 19.56 20.15 20.75 21.37 22.01 22.67 23.35 24.05 24.78
Capital Maintenance Expenses 2.98 3.07 3.16 3.26 3.35 3.45 3.56 3.66 3.77 3.89
TOTAL OPERATING EXPENSES (3) 21.97 22.63 23.31 24.01 24.73 25.47 26.23 27.02 27.83 28.66
Annual Growth 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
NET REVENUE AVAILABLE FOR DEBT SERVICE 147.50 147.75 147.99 162.17 162.45 162.72 181.47 181.80 182.12 203.11
Debt Service on Senior Toll Revenue Bonds (4) 62.56 62.56 62.56 62.56 62.56 62.56 82.56 82.56 82.56 82.56
Debt Service Coverage on Senior Debt 2.36 x 2.36 x 2.37 x 2.59 x 2.60 x 2.60 x 2.20 x 2.20 x 2.21x 2.46 x
Payments on Subordinated TIFIA Loan (5) 32.56 32.56 32.56 32.56 32.56 32.56 32.56 32.56 32.56 32.56
Debt Service Coverage on Senior Debt and TIFIA 1.55 x 1.55 x 1.56 x 1.70 x 1.71 x 1.71 x 1.58 x 1.58 x 1.58 x 1.76 x
Net Revenue Available after Debt Service (6) 52.39 52.64 52.87 67.05 67.33 67.60 66.36 66.69 67.00 87.99

(1) Pro forma cash flow with revised revenue assumptions that reflect recent experience..

(2) Preliminary assumptions based on VDOT operating history. The Airports Authority has retained Carter Burgess to assist in developing updated projections for operating and
maintenance expenses.

(3) Assumes two series of senior toll revenue bonds are issued in 2008: one to refinance $150 million of bond anticipation notes the Airports Authority expects to issue to fund
costs associated with acquiring and improving the Dulles Toll Road and another to fund approximately $650 million of Phase 1 project costs. Interest rate assumption for the
insured tax-exempt current interest bonds is 5.25% and 5.75% for capital appreciation bonds.

(4) Assumes a TIFIA loan is secured to fund approximately $510 million of Phase 1 project costs. Assumed interest rate is 5.25%.

(5) These amounts are required to be deposited in various reserve accounts, used for Dulles Corridor capital improvements or used for eligible Dulles Corridor transit operation costs.

Dulles Rail Phase 1 Capital Plan ADDITIONAL INFO 01-31-08 base case cash flow page 4



© 00 N o g A~ W N P

T T R N T <
P O © ®m® N o o » W N B O

DULLES TOLL ROAD - PRO FORMA CASHFLOW with $300 Million Additional Debt (1)

Q‘;uu;s CORRIDOR

METRORAIL PROJECT

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Annual Toll Transactions (Millions) 110.0 110.5 104.9 108.2 1115 105.9 109.2 112.6 109.2 111.4 113.6
Average Toll Rate $0.60 $0.60 $0.85 $0.85 $0.85 $1.10 $1.10 $1.10 $1.35 $1.35 $1.35
GROSS TOLL REVENUE ($Millions) 66.00 66.27 89.19 91.98 94.79 116.53 120.17 123.84 147.43 150.38 153.38
Investment Earnings 2.81 4.13 4.13 4.13 4.13 4.13 4.13 4.13 4.13 4.13 4.13
TOTAL REVENUE 68.81 70.40 93.32 96.10 98.91 120.66 124.30 127.97 151.55 154.50 157.51
Annual Growth 2.3% 32.6% 3.0% 2.9% 22.0% 3.0% 3.0% 18.4% 1.9% 1.9%
Operating Expenses 15.08 15.83 16.63 14.95 15.80 16.69 16.82 17.78 17.38 17.90 18.44
Capital Maintenance Expenses 3.90 4.01 2.28 2.35 2.42 2.50 2.57 2.65 2.73 2.81 2.89
TOTAL OPERATING EXPENSES (2) 18.98 19.85 18.91 17.30 18.22 19.19 19.39 20.43 20.10 20.71 21.33
Annual Growth 4.6% -4.7% -8.5% 5.3% 5.3% 1.0% 5.4% -1.6% 3.0% 3.0%
NET REVENUE AVAILABLE FOR DEBT SERVICE 49.83 50.55 74.40 78.80 80.69 101.47 104.91 107.54 131.45 133.79 136.18
Debt Service on Senior Toll Revenue Bonds (3) 24.51 36.01 36.01 36.01 36.01 36.01 36.01 36.01 36.01 36.01 36.01
Debt Service Coverage on Senior Debt 2.03 x 1.40 x 2.07 x 2.19x 2.24 x 2.82x 2.91 x 2.99 x 3.65 x 3.72x 3.78 x
Payments on Subordinated TIFIA Loan (4) - - - - - 32.56 32.56 32.56 32.56 32.56 32.56
Debt Service Coverage on Senior Debt and TIFIA 2.03 x 1.40 x 2.07 x 2.19 x 2.24 x 1.48 x 1.53 x 1.57 x 1.92 x 1.95 x 1.99 x
Net Revenue Available after Debt Service (5) 25.33 14.54 38.39 42.80 44.68 32.90 36.34 38.97 62.88 65.23 67.62
(1) Pro forma cash flow with revised revenue assumptions that reflect recent experience..
(2) Preliminary assumptions based on VDOT operating history. The Airports Authority has retained Carter Burgess to assist in developing updated projections for operating and

maintenance expenses.
(3) Assumes two series of senior toll revenue bonds are issued in 2008: one to refinance $150 million of bond anticipation notes the Airports Authority expects to issue to fund

costs associated with acquiring and improving the Dulles Toll Road and another to fund approximately $950 million of Phase 1 project costs. Interest rate assumption for the

insured tax-exempt current interest bonds is 5.25% and 5.75% for capital appreciation bonds.
(4) Assumes a TIFIA loan is secured to fund approximately $510 million of Phase 1 project costs. Assumed interest rate is 5.25%.
(5) These amounts are required to be deposited in various reserve accounts, used for Dulles Corridor capital improvements or used for eligible Dulles Corridor transit operation costs.
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DULLES TOLL ROAD - PRO FORMA CASHFLOW with $300 Million Additional Debt, continued (1) Grmomu PROJECT

Annual Toll Transactions (Millions) 111.3 112.0 112.6 111.4 112.1 112.7 113.3 113.9 114.5 115.2
Average Toll Rate $1.49 $1.49 $1.49 $1.63 $1.63 $1.63 $1.80 $1.80 $1.80 $1.98
GROSS TOLL REVENUE ($Millions) 165.35 166.26 167.17 182.05 183.05 184.06 203.58 204.70 205.82 227.65
Investment Earnings 4.13 4.13 4.13 4.13 4.13 4.13 4.13 4.13 4.13 4.13
TOTAL REVENUE (2) 169.47 170.38 171.30 186.17 187.18 188.18 207.70 208.82 209.95 231.78
Annual Growth 7.6% 0.5% 0.5% 8.7% 0.5% 0.5% 10.4% 0.5% 0.5% 10.4%
Operating Expenses 18.99 19.56 20.15 20.75 21.37 22.01 22.67 23.35 24.05 24.78
Capital Maintenance Expenses 2.98 3.07 3.16 3.26 3.35 3.45 3.56 3.66 3.77 3.89
TOTAL OPERATING EXPENSES (3) 21.97 22.63 23.31 24.01 24.73 25.47 26.23 27.02 27.83 28.66
Annual Growth 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
NET REVENUE AVAILABLE FOR DEBT SERVICE 147.50 147.75 147.99 162.17 162.45 162.72 181.47 181.80 182.12 203.11
Debt Service on Senior Toll Revenue Bonds (4) 98.98 98.98 98.98 108.98 108.98 108.98 128.98 128.98 128.98 128.98
Debt Service Coverage on Senior Debt 1.49 x 1.49 x 1.50 x 1.49 x 1.49 x 1.49 x 1.41x 1.41x 1.41x 1.57 x
Payments on Subordinated TIFIA Loan (5) 32.56 32.56 32.56 32.56 32.56 32.56 32.56 32.56 32.56 32.56
Debt Service Coverage on Senior Debt and TIFIA 1.12 x 1.12 x 1.13 x 1.15x 1.15x 1.15x 1.12 x 1.13 x 1.13 x 1.26 x
Net Revenue Available after Debt Service (6) 15.97 16.22 16.45 20.64 20.91 21.18 19.94 20.27 20.59 41.58

(1) Pro forma cash flow with revised revenue assumptions that reflect recent experience..

(2) Preliminary assumptions based on VDOT operating history. The Airports Authority has retained Carter Burgess to assist in developing updated projections for operating and
maintenance expenses.

(3) Assumes two series of senior toll revenue bonds are issued in 2008: one to refinance $150 million of bond anticipation notes the Airports Authority expects to issue to fund
costs associated with acquiring and improving the Dulles Toll Road and another to fund approximately $650 million of Phase 1 project costs. Interest rate assumption for the
insured tax-exempt current interest bonds is 5.25% and 5.75% for capital appreciation bonds.

(4) Assumes a TIFIA loan is secured to fund approximately $510 million of Phase 1 project costs. Assumed interest rate is 5.25%.

(5) These amounts are required to be deposited in various reserve accounts, used for Dulles Corridor capital improvements or used for eligible Dulles Corridor transit operation costs.
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Metropolitan Washington Airport Authority

* Domination by weak carriers—United, in particular, at Dulles and (7S Airways Inc. (B-/Positive/—)

at National.,

In fiscal 2005, Independence Air accounted for 20% of enplanements at Dulles. However, )
Independence Air ceased operations in January 2006. As a result, enplanements at Dulles declined 15%
for fiscal 2006. The decline in enplanement was partly offset by increased and expanded service by
existing carriers, And in QOctober 2006, Southwest Airtines Co. {A/Watch Neg/—) initiated service from
Dulles. As a result, fiscal 2007 should see a rebound in enplanements of 6.7%. Beyond 2007, growth in
traffic at Dulles will likely resume at levels consistent with historical growth rates of 4.2% per annum
and Dulles is expected to surpass 2005’ historically high enplanement levels in 2009,

As a result of the challenges MWAA has faced following Sept. 11, 2001, as well as the
implementation of the sizeable capital construction program, MWAA’s financial performance has not
been as strong as it has been historically, Debt service coverage (DSC) in 2002 and 2003 was 1.47x and
1.41x on an indenture basis. Revenues across all categories have since improved but concession
revenues, particularly parking, experienced some of the largest increases because of improved passenger
activity and the addition of new parking structures at Dulles. Beginning in 2004, the financial
performance reflects significantly greater passenger aitline activity and continued tight management
control over expenses leading to improved financial performance, Tn 2004, operating revenues
increased 13%, while expenses only increased 8%. As a result, DSC on an indenture basis improved to

1.68x, which is more consistent with historical levels of DSC,

Similarly, in fiscal 2005, revenues increased an additional 15 %, while expenses increased 13%,
because of increased operating expenses due to busing services at Dulles at Terminal G, increased
concession management fees, repairs and maintenance of pavements of the airport as well as the
implementation of GASB 45, which increased MYWAA’s other postemployee benefits relating to health -
care costs. In spite of these increasing costs, DSC in 2005 on an indenture basis was 1.66x, despite a
$20 million increase in debt service. In 2006, the authority’s financial results reflected manageinent’s
ability to control expenses, despite a reduction in passenger and airline activity levels at Dulles resulting
from the cessation of service by Independence Air. Operating revenues increased 3% compared to
2005, while expenses remained flat resulting in DSC for 2006 improving to 1.78x on an indenture
basis. For the six months ended June 38, 2007, DSC was 1.73x. DSC, while strong historically, is
expected to decline to a low of 1.52x in 2011 and 2012 and increase to 1.56x by 2017.

The rating incorporates the MWAA’s plan to operate the Dulles Toll Road {DTR), which is not
expected to impact the bonds’ ratings. On Dec. 29, 2006, the authority signed a master transfer
agreement and a permit and operating agreement with the Virginia Departiment of Transportation
(VDOT) pursuant to which, VDOT agreed to transfer to MWAA, the responsibility to operate and
maintain the DTR and the rights to the DTR revenues. In exchange, MWAA agreed to oversee the
construction and assume the responsibility for the financing with toll revenues of the Virginia’s share of
the cost of extending the Metrorail from the East Falls Church Station in Fairfax county alopg the
Dulles corridor to Dulles and beyond into Loudoun County and to make improvements to the Dulles
cortidor consistent with VDO and regional plans. The authority has executed a design-build
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Metropolitan Washington Airport Authority

construction contract with Dulles Transit Partners (a joint venture of Bechtel Corp. and Washington
Group Inc.). However, MWAA will not issue a notice to proceed to the contractor untl it has recejved
Federal Transit Administration approval and the DTR transfer has occurred, The DTR transfer is
.expected to occur by year end. The raij project would be operated and maintained by the local transit
authority, the Washington Metropolitan Area Transit Authority. The term of the agreement is for
MWAA to operate the DTR for 50 vears,

MWAA plans to operate and maintain the DTR separately from the ahporf and has established the
Dulles Corridor Enterprise Fund, which will account for the activity of the DTR and Metrorail project,
MWAA would retain al! toll revenue from the DTR to be expended on'rail and projects in the Dulles
Corridor. Revenues from operation of the airports will not be used to support operation of the DTR or
to pay debt service on DTR-related debt or the Metrorail transit project. Similarly, MWAA will have
no claim on DTR revenues to support the aetivities of the airports. To this extent, MWAA has
completed the necessary procedures to treat revenues from the operation of DTR as “released
revenues” under the airport indenture, thereby excluding the DTR. revenues from the revenues pledged
under the indenture that secure the bonds, In addition, MWAA is working with the airlines serving the
airport to amend each airline agreements to exclude DTR revenues from the definition of revenues.

Bonds proceeds will be used to refund outstanding commercial paper {CP}. MWAA has an
authorized CP program in an aggregate principal amount not to exceed $500 million outstanding at
any time of which no CP will be outstanding after this issuance. The bonds are secured by net revenues
from both airports. After this issuance approximately $4 billion in parity debt will be outstanding,
Additionally, passenger facility charge (PFC) debt, secured by PFC revenues, totals $400 million.
Liquidity levels are adequate at $527.4 million, including $297.0 million in the debt service reserves as
of June 30, 2007, Audited unrestricted cash and investments for fiscal 2006 totaled $268 million,
representing approximately 426 days’ cash on hand or 7% of outstanding debt, Additional liquidity is
provided through MWAA’s ability to issue up to $500 miltion in CP.

Overall, with this tssue, MWAA witl have about $792 million in variable-rate debt, assuming a foll
draw on CP, of which $217 million has been swapped to fixed-rate debt, yielding a net variable rate
percentage of 15%. MWAA has 10 floating- to fixed-rate swaps outstanding and has been assigned a
Standard & Poor’s averall Debt Derivative Profile of 1 on a scale of 1’ 1o “4, with ‘1’ representing the
lowest risk and 4 representing the highest. The overall score of ‘1’ reflects Standard & Poor’s view
that the issuer swap portfolio reflecis minimal credit risk at this time,

Qutlook

The stable outlook reflects expectations that MWAA will successfully manage the implementation of
their large capital plan without significant cost overruns or additional scope changes while at the same
time, achieving or exceeding projected DSC and cost levels, This outlook is also based on an assumed
recovery from 2006% decline in enplanements in 2007 and beyond.
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Metropolitan Washington Az’rpm-rt Authority

Ratings Detall {As Of 27-Aug-2007)

Metropolitan Washington Airport Authority [AMBAC)

Unsnhanced Rating AA-{SPURY/Stablz Affirmed
Metropolitan Washington Airport Authority (MBIA) -
Unenhanced Rating AA[SPUR)/Stable Affirmed
Metropolitan Washington Airport Authority {XL Cap)
Unenhanced Rating  AMSPURYStable Affirmed
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