INFRASTRUCTURE AND PROJECT FINANCE

CREDIT OPINION
12 April 2019

Columbus Regional Airport Authority, OH – Customer Facility
Charge Revenue Bonds

New Issue - Customer Facility Charge
Revenue Bonds
Summary

Contacts
Moses Kopmar
+1.212.553.2846
Analyst
moses.kopmar@moodys.com
Kurt Krummenacker
+1.212.553.7207
Senior Vice President/Manager
kurt.krummenacker@moodys.com
CLIENT SERVICES
Americas

1-212-553-1653

Asia Pacific

852-3551-3077

Japan

81-3-5408-4100

EMEA

44-20-7772-5454

The credit profile of the Columbus Regional Airport Authority Customer Facility Charge
Revenue Bonds (senior revenue bonds rated A3 stable) project reflects the vibrant and
diverse economy at the core of the airport's primary catchment area, with strong private and
public sector institutions and favorable demographics that we expect will generate long-term
air travel and rental car demand. The potential (albeit not a certainty) for a new, expanded
and ConRAC-adjacent passenger terminal that eliminates the need for busing by 2035 is also
incorporated in our prospective assessment.
The credit profile reflects the conservative financial structure of the project, with manageable
initial leverage of $57 debt per transaction day owing to a $65 million pay-go contribution
(equivalent to approximately 40% of total project costs) from accumulated CFC balances;
a concession agreement that is coterminous with the bonds and allows the authority to
charge deficiency payments to rental car concessionaires for operations and debt service;
and a $4 million (estimated to equal between 0.6x and 0.8x maximum annual debt service)
deposit by the authority to a supplemental reserve account that will be pledged to the
trustee. The project has the potential to accumulate substantial additional liquidity from
surplus CFC revenues, which management estimates will range from $33 million (low case)
to $47 million (base case) cumulatively over the first 10 years. The deficiency support from
rental car operators, unlimited CFC rate setting on the part of the authority, strong expected
liquidity, and level debt service support the ability to address what we consider the key risk:
lower rental car demand as a result of market share loss to new mobility options, such as
transportation network companies (TNCs).

Credit strengths
» Projected 1.85x maximum annual debt service in pledged funds; potential for significant
additional CFC liquidity in airport surplus fund
» 30-year concession agreement with the ability to charge deficiency payments to the
RACs in the event of CFC shortfalls
» Independent ability to increase CFC rate without limit; applies to on-airport and off-aiport
RACs
» Fiscal 2018 CFCs cover maximum annual debt service by 1.53x; level annual debt service
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» Fixed price construction contract with experienced contractor; straightforward project scope on greenfield site
» Airport air service offering has strengthened and airport is primary provider to Columbus metro area, which has supportive
demographics and a strong business sector in addition to stable government, higher education and health care entities

Credit challenges
» Exposure to new technologies/vehicle usage patterns that could adversely impact rental car demand
» Subordinate use of available CFCs to support common use busing will limit accumulation of surplus funds
» CFC rate of $6.50 is comparatively elevated

Rating outlook
The stable outlook reflects our expectation of stable passenger traffic and attendant rental car demand over the next 12-18 months,
which will produce debt service coverage ratios in excess of 2.0x and allow liquidity to accumulate while project construction advances
(with estimated completion in mid-2021).

Factors that could lead to an upgrade
» The rating could be upgraded if rental car transaction days exhibit a sustained period of growth that increases gross debt service
coverage above 2.5x and the project maintains a substantial cash balance in the surplus fund
» Deleveraging and lowering of the CFC rate to a more competitive/flexible level

Factors that could lead to a downgrade
» A sustained period of declining rental car demand, leading to net (of common use busing) debt service coverage below 1.25x
» Limited or no cash balance maintained in surplus fund

Key indicators
Exhibit 1

Columbus Regional Airport Authority - Customer Facility Charge Revenue Bonds
2014

2015

2016

2017

2018

Rental car transactions (000s)

494

531

535

509

523

Annual change (%)

0.3

7.5

0.9

-5.0

2.8

1,399

1,557

1,675

1,610

1,694

Annual change (%)

-2.8

11.3

7.5

-3.8

5.2

Days per transaction

2.83

2.93

3.13

3.17

3.24

Enplanements (000s)

4,080

Rental car transaction days (000s)

3,173

3,393

3,659

3,785

Annual change (%)

1.9

6.9

7.8

3.4

7.8

Transactions/enplanements

0.16

0.16

0.15

0.13

0.13

Transaction days/enplanements

0.44

0.46

0.46

0.43

0.42

Source: Moody's Investors Service

Profile
The project is located at John Glenn International Airport, which is owned and operated by the Columbus Regional Airport Authority.
The project consists of the construction of 1) a consolidated rental car facility (ConRAC) with a customer service building, ready/return,
quick turnaround and staging/storage areas, and fueling, car wash and light maintenance facilities, 2) access roadway improvements,
and 3) utility infrastructure improvements that will serve the ConRAC.
This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Detailed credit considerations
Revenue Generating Base
The project serves rental car concessionaires at John Glenn International Airport (CMH), a medium hub commercial airport located six
miles northeast of downtown Columbus (Aaa stable). At 4.08 million enplanements in 2018, CMH is the third largest airport in Ohio
behind Cincinnati/Northern Kentucky International Airport (4.45 million enplanements, located in Kentucky) and Cleveland Hopkins
International Airport (4.84 million enplanements).
CMH is the primary commercial airport for the Columbus metropolitan area, which had a population of 2.1 million in 2018. The service
area economy is very well diversified with the capital of the State of Ohio (Aa1 stable), the 62,000 students of Ohio State University
(Aa1 stable), and the headquarters of 15 Fortune 1000 companies, five of which - Cardinal Health (Baa2 stable), Nationwide (A1
negative), American Electric Power (Baa1 stable), L Brands (Ba1 negative) and Big Lots - are in the Fortune 500. Other major institutions
and companies headquartered in the Columbus MSA include OhioHealth (Aa2 stable), Nationwide Children's Hospital (Aa2 stable),
Batelle, Huntington Bancshares (Baa1 stable), Worthington Industries (Baa3 stable) and Vertiv, in addition to sizeable operations by
JPMorgan Chase with 20,475 employees and Honda manufacturing with 10,700 employees.
Columbus benefits from above-average population growth and a highly educated workforce. Despite a weak demographic outlook
for Ohio, the Columbus area continues to exhibit more favorable migration and employment characteristics, which we expect will
continue. Job gains in professional and technical services, and health services, remain strong and supportive of growth in personal
income. We expect Ohio's economic expansion will remain concentrated in areas with established service-oriented economies,
of which the Columbus and Cincinnati MSAs are the clear leaders, accounting for over half of the jobs created in the state from
2010-2018. Supported by strong labor markets and consistent pipelines of young working-age residents, the Columbus and Cincinnati
MSAs will continue to benefit from population and employment growth.
Exhibit 2

Above-average population growth will support air travel demand at CMH
Y/Y change in population (actual and forecast)
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Source: US Census Bureau; Moody's Analytics

CMH faces manageable competition for O&D air travel within the service area. CMH has a strong market position at the core of the
service area, which is centered on the Columbus MSA, in which it retains an estimated 93% of domestic originating passengers. CMH
(4.08 million enplanements) faces competition at the periphery of the service area from airports in Pittsburgh (175 miles, 4.89 million
enplanements), Cleveland (132 miles, 4.84 million enplanements), Cincinnati (126 miles, 4.45 million enplanements) and Dayton
(76 miles, 899,403 enplanements), but is not at a meaningful disadvantage in terms of service, airfares or airline costs, and leakage is
minimal to these more distant alternatives.
CMH had 100% O&D enplanements in fiscal 2018. Rental car transactions and transaction days remain directionally correlated to
O&D enplanements and have followed a similar trajectory, although the relationships can vary with changes in flight schedules and
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in the composition of originating passengers, as visitor passengers have different (i.e., more favorable) rental car demand profiles than
resident passengers.
Exhibit 3

O&D enplanements are a major determinant of rental car demand at CMH
Annual % change
Change in enplanements
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Source: Columbus Regional Airport Authority

While CMH exhibits modest utilization (O&D enplanements divided by MSA resident population) at 1.94x in fiscal 2018 and Columbus
does not have the characteristics of leisure markets such as Las Vegas or Orlando, we do expect visitor demand will continue to be
generated by corporate travelers and visiting friends and relatives associated, respectively, with the strong business market and the
growing 2.1 million resident population.
CMH had 523,000 rental car transactions and 1.69 million transaction days in fiscal 2018, which were 6% higher and 21% higher,
respectively, from the 494,000 rental car transactions and 1.4 million transaction days in fiscal 2014. Over the same period, total
originating passengers have increased 29%, reflecting an imperfect relationship and likely mode share loss to TNCs. The extent to
which demand could be impacted as technologies and travel patterns evolve is uncertain, and a risk. However, the TNC model is also
evolving in terms of the need for sustainable pricing, as a large portion of the mode shift to date has been achieved with loss-making
pricing that cannot continue indefinitely.
Analysis of Need and New Midfield Terminal

CMH currently has capacity constraints on garage parking and rental car operations. Parking and rental cars share a garage adjacent to
the current terminal. Public parking frequently reaches capacity and the authority has to divert demand from the garage, while rental
car operators routinely use remote lots to store and maintain rental cars – due to lack of space in the garage (which includes ready/
return and QTA facilities) – and shuttle rental cars between the remote lots and the garage. The result is unreliable parking availability,
inefficiency and additional costs for rental car operators, and roadway congestion.
The ConRAC is the first of four projects included in the authority’s One International Gateway program, which includes:
» A new rental car facility
» A new airport hotel (Residence Inn)
» A new parking garage
» A new passenger terminal
The current passenger terminal, much of which was constructed in the 1980s (concourses A and B) and 1990s (concourse C), has 32
gates (29 loading bridges) and a design capacity of 10 million annual passengers, and is approaching functional obsolescence and will
be unable to efficiently accommodate future travel demand.

4

12 April 2019

Columbus Regional Airport Authority, OH – Customer Facility Charge Revenue Bonds: New Issue - Customer Facility Charge Revenue Bonds

INFRASTRUCTURE AND PROJECT FINANCE

MOODY'S INVESTORS SERVICE

The authority's master plan identified a midfield location for a new passenger terminal with a design capacity of 11.2 million annual
passengers, with the ability to expand further (up to 56 gates) by 2045. In 2014, the authority completed a project that relocated
the south runway further south to allow for simultaneous aircraft operations, and to create additional room in the midfield area to
accommodate ramp space and comply with taxiway separation and building setback requirements.
The location of the ConRAC is intentionally adjacent to the site of the potential future terminal. Prior to a final decision on the
ConRAC, the authority engaged an independent engineer (WSP) to study seven different options to address both parking and rental car
needs. WSP identified the current project as the preferred option based upon lowest cost, fastest delivery, and best alignment with the
new midfield terminal.
Exhibit 4

Potential new terminal alignment would allow for integration with ConRAC, improving convenience and reducing or eliminating busing
Schematic of One International Gateway projects

Source: Columbus Regional Airport Authority

Financial Operations and Position
The credit profile reflects a fairly conservative financial structure that will help mitigate the risk of potential long-term erosion of
demand due to mode shifts away from rental cars.
We view conservative aspects of the financial profile to include 1) a CFC Supplemental Reserve Account that will hold an initial balance
of $4 million, or 0.6x to 0.8x MADS, at financial close, in addition to a 12-month Debt Service Reserve Fund; 2) a 30-year concession
agreement that is coterminous with the bonds and includes the ability to charge deficiency payments to the RACs in the event of
CFC collection shortfalls; 3) the payment of facility operating and maintenance expenses by the RACs, which reduces claims on CFC
revenues; 4) level debt service and satisfactory gross coverage in the event of no growth; and 5) strong initial coverage that will support
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healthy cash accumulation over the first five years. The authority also has the ability to independently adjust the CFC rate without
limit.
We have incorporated risks to demand in a sensitivity case in which we model transaction days with a 3% increase in 2019
(enplanements have increased 7% through February 2019 and airline schedules indicate an approximately 8% increase in seats over
the next six months) followed by a constant 1.5% annual decline through 2048. At 10, 20 and 30-year intervals, Moody's transactions
day are 13%, 25% and 35% lower, respectively, than 2019 levels. On a gross basis, at the current $6.50 CFC rate, CFC collections
remain sufficient to cover debt service in every year. We did not assume an increase to the CFC rate from the current $6.50, despite
our expectation of low price elasticity of demand to such an increase.
Because the application of CFCs to the common use busing operation represents a subordinate claim on collections, we also modified
the sensitivity case with two assumptions: we assume 1) the CFC rate is raised from $6.50 to $7.50 after five years (in 2023) and is
maintained at this level, and 2) that the allocation to the busing operation increases at 4% per year until 2034, at which point a new
midfield terminal eliminates the need for busing. In our modified scenario, CFC collections remain sufficient to cover debt service and
busing costs through 2034 and debt service through 2048, albeit with limited margin for further revenue declines or cost increases.
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Exhibit 5

Increases to CFC rate and surplus cash flow provide tools to manage stress to rental car activity
Moody's sensitivity case
Year

Transaction days

Cumulative change

CFC rate

CFC revenues

Annual debt service

Gross coverage

Busing fund

Net coverage

Cumulative surplus fund

2019

1,750,467

0%

$6.50

$11,378,036

$3,309,828

3.44

$0

3.44

$0

2020

1,724,210

-2%

$6.50

$11,207,365

$5,158,173

2.17

$0

2.17

$0

2021

1,698,347

-3%

$6.50

$11,039,254

$6,778,173

1.63

$936,000

1.43

$16,742,481

2022

1,672,872

-4%

$6.50

$10,873,666

$6,778,627

1.60

$1,909,440

1.25

$17,528,080

2023

1,647,779

-6%

$7.50

$12,358,339

$6,778,963

1.82

$1,985,818

1.41

$19,721,638

2024

1,623,062

-7%

$7.50

$12,172,964

$6,779,220

1.80

$2,065,250

1.38

$21,650,132

2025

1,598,716

-9%

$7.50

$11,990,370

$6,779,018

1.77

$2,147,860

1.34

$23,313,624

2026

1,574,735

-10%

$7.50

$11,810,514

$6,778,231

1.74

$2,233,774

1.31

$25,254,404

2027

1,551,114

-11%

$7.50

$11,633,356

$6,775,341

1.72

$2,323,125

1.28

$27,473,839

2028

1,527,847

-13%

$7.50

$11,458,856

$6,775,733

1.69

$2,416,050

1.25

$29,425,457

2029

1,504,930

-14%

$7.50

$11,286,973

$6,778,712

1.67

$2,512,692

1.21

$31,105,570

2030

1,482,356

-15%

$7.50

$11,117,669

$6,778,553

1.64

$2,613,200

1.18

$32,516,030

2031

1,460,120

-17%

$7.50

$10,950,904

$6,775,991

1.62

$2,717,728

1.15

$33,657,759

2032

1,438,219

-18%

$7.50

$10,786,640

$6,775,645

1.59

$2,826,437

1.12

$34,526,862

2033

1,416,645

-19%

$7.50

$10,624,840

$6,776,858

1.57

$2,939,495

1.09

$35,119,894

2034

1,395,396

-20%

$7.50

$10,465,468

$6,778,963

1.54

$3,057,075

1.06

$35,433,869

2035

1,374,465

-21%

$7.50

$10,308,486

$6,776,454

1.52

1.52

$38,650,446

2036

1,353,848

-23%

$7.50

$10,153,859

$6,779,369

1.50

1.50

$41,709,480

2037

1,333,540

-24%

$7.50

$10,001,551

$6,777,129

1.48

1.48

$44,618,447

2038

1,313,537

-25%

$7.50

$9,851,527

$6,779,391

1.45

1.45

$47,375,129

2039

1,293,834

-26%

$7.50

$9,703,755

$6,775,261

1.43

1.43

$49,988,167

2040

1,274,426

-27%

$7.50

$9,558,198

$6,776,246

1.41

1.41

$52,454,664

2041

1,255,310

-28%

$7.50

$9,414,825

$6,774,955

1.39

1.39

$54,779,079

2042

1,236,480

-29%

$7.50

$9,273,603

$6,775,830

1.37

1.37

$56,961,397

2043

1,217,933

-30%

$7.50

$9,134,499

$6,778,034

1.35

1.35

$59,002,407

2044

1,199,664

-31%

$7.50

$8,997,481

$6,775,730

1.33

1.33

$60,908,703

2045

1,181,669

-32%

$7.50

$8,862,519

$6,775,270

1.31

1.31

$62,680,498

2046

1,163,944

-34%

$7.50

$8,729,581

$6,778,454

1.29

1.29

$64,316,170

2047

1,146,485

-35%

$7.50

$8,598,638

$6,774,154

1.27

1.27

$65,825,198

2048

1,129,288

-35%

$7.50

$8,469,658

$6,776,806

1.25

1.25

$67,360,333

Source: Moody's Investors Service estimates

Increases to the CFC rate, deficiency charges to the RACs, and 1.85x maximum annual debt service in pledged funds (not depicted
above) would provide tools to mitigate declines, as would likely available CFC balances in the surplus fund.
LIQUIDITY

The financial structure is expected to result in the build-up of significant liquidity in the project. This is achieved by the initial $4 million
deposit to the Supplemental Reserve Account and strong initial coverage with two years of escalation to peak debt service and no
additional pay-go funding by the authority, which facilitates cash flow down the waterfall during construction.
If there is a deficiency in the Debt Service Fund, the trustee will draw first from the Supplemental Reserve Account, second from the
Coverage Fund, and third from the Debt Service Reserve Fund. The authority is also able to apply, at its discretion, amounts in the
Renewal & Replacement Fund (funded incrementally to a maximum of $13.94 million) and in the Surplus Fund to the payment of debt
service. While these two funds should represent substantial additional liquidity available to support the project, we view one of the
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main risks to be the authority's likely ability to identify a nexus with the midfield development program for accumulated surplus CFC
balances, which could reduce the liquidity available to support the project.
Debt and Other Liabilities
Leverage at the facility will be moderate for a newly built asset because of the authority's large cash/pay-go contribution to the project
at approximately 40% of total project costs.
Initial CFC debt of $57 per transaction day and 9.2x CFC collections, both based on fiscal 2018 actuals, is moderately elevated but
consistent with similarly rated peers.
The project will be delivered with the construction manager at risk under a guaranteed maximum price contract with a 5%
contingency. The project is at 100% construction documents and permitting is complete, and the contractor, Turner Construction
Company, has strong experience with ConRAC, ground transportation and aviation-related projects.
DEBT STRUCTURE

The bonds amortize over 30 years with level annual debt service and final maturity in 2048.
Exhibit 6

Estimated debt service schedule and 2019 CFC collection
$ in thousands
Principal

Interest

2019 CFCs

$12,000

$10,000

$8,000

$6,000

$4,000

$2,000

$-

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047 2048

Source: Moody's Investors Service estimates

DEBT-RELATED DERIVATIVES

None.
PENSIONS AND OPEB

Rental car companies will pay facility operating and maintenance expenses and the authority will likely maintain a low relative
allocation to the project's cost centers, which minimizes the impact of pension and other-post employment benefit (OPEB) liabilities
on the project. However, the authority does have a moderately elevated Moody's adjusted net pension liability (ANPL), which could
pressure airline costs.
Management and Governance
The RACs, through the Concessionaire Agreements and with the input of the authority, are to form a consortium. The purpose of the
consortium is to appoint a ConRAC facility manager, who will operate the ConRAC, which includes the maintenance of the common
concessionaire areas (e.g., roadways and ramps) and each RAC's exclusive premises areas. The facility manager may also have the
responsibility to manage the common fuel system as determined by the consortium.
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