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Columbus Regional Airport Authority
Update: Moody's Affirms A1 on Columbus Regional Airport
Authority's, OH Airport Refunding Revenue Bonds; outlook
stable
Summary Rating Rationale
Moody's Investors Service has affirmed the A1 rating on Columbus Regional Airport
Authority's Airport Refunding Revenue Bonds, Series 2007. The rating outlook is stable.
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The A1 rating is based on the authority’s strong financial position, which is reflected in
high debt service coverage ratios (DSCRs), a low debt burden and competitive costs for
airlines. The authority’s economic service area has demographics that support a robust
demand for passenger traffic, including low unemployment, high-income job sectors, and
positive population growth. Air travel demand in the service area is also anchored by the
stabilizing presence of state government and higher education institutions. The rating is
constrained by the airport's proximity to nearby airports in Cincinnati and Cleveland, though
the market positions of these competitors have been weakening due to recent de-hubbings.
Further, the airport has exhibited moderate enplanement volatility, including a period of
negative enplanement growth from 2011-2013. The authority’s management has, however,
demonstrated an ability to manage airline costs in spite of this volatility, with cost per
enplanement declining since 2008.
Exhibit 1

Enplanement Annual Growth (%) for Columbus Regional Airport Authority

Source: CRAA Audit

Rating Outlook
The stable outlook is based on the expectation that the authority will continue to produce
strong operating and financial performance, and that enplanements will continue to
experience growth in line with recent performance, which is likely to lead to modest
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outperformance on financial metrics given the authority’s more conservative budget assumptions.

Credit Strengths
»

Very low debt outstanding that results in robust financial metrics, including debt service coverage that mostly has been over 3.00
times

»

Regional economy is diverse including stable institutions and multiple national headquarters which will support demand for air
service to the region

»

Recently negotiated airline agreement extends through 2019, was agreed to by all previous signatory airlines and favors the airport
given the limited majority-in-interest approval for capital projects

»

Management has developed non-airline revenue streams that provide it financial flexibility and resources for revenue sharing,
resulting in cost per enplanement remaining largely stable since 2008 and maintaining the airport’s cost competitive position,
particularly relative to its nearby competitors

Credit Challenges
»

Competition from nearby airports in Cleveland, Cincinnati, and Pittsburgh, all of which are within a reasonable driving distance of
central Ohio and of similar size in terms of enplanements

»

Liquidity, while adequate at a Moody's calculated 336 days cash on hand, is notably below the sector median and down from the
levels of recent years

»

Enplanements can be volatile, with the airport experiencing negative enplanement growth three out of the last five years and
significant volatility in the past 10 years given the national recession and the arrival and departure of Skybus, a previous hubbing
carrier

Factors that Could Lead to an Upgrade
»

Excess cash flow increases liquidity to over 600 days cash on hand, while the airport maintains other financial metrics
commensurate with the current level

»

Additional clarity on the airport’s future capital plan, including the new midfield terminal, that confirms reasonable debt quantums
and leverage metrics

»

Strengthening of competitive position compared to nearby Cleveland and Cincinnati airports

Factors that Could Lead to a Downgrade
»

Significant debt funding of the airport's capital plan leading to a meaningful deterioration in DSCR and costs to airlines

»

Loss of significant service from any major airlines that results in materially weaker metrics including debt service coverage ratio
below 1.75 times

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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Key Indicators
Exhibit 2

Key Indicators for Columbus Regional Airport Authority

Source: CRAA Audit and Moody's Investors Service

Recent Developments
Enplanement growth at the airport, which had previously been relatively flat since 2013, has accelerated, growing 6.9% in 2015
and 7.7% in 2016 through May. The increase is the result of strong O&D demand following from the underlying economic growth
in the region. As the labor force continues to expand and unemployment remains low, more people in the region are traveling for
both business and pleasure. Further, the airport has seen a number of additional flight options put into service, including four new
flights from Southwest which has made the airport a focus city. Frontier has also started service from the airport, offering four flights
to Denver, Las Vegas, Orlando, and Philadelphia. The increase in passengers also increases concession and parking revenue, which
contributed to cost per enplanement (CPE) remaining flat recently, as the airport has been able to reduce the overall level of costs it
recovers from airlines.
In 2015, the airport entered into a new five-year signatory airline agreement, which will extend until 2019. As a part of the process,
the airport also created a new non-signatory airline agreement in order to allow Frontier to operate on the airport. This agreement is
month-to-month, cancellable on 60-days’ notice, and the non-signatory airlines pay 150% of the signatory airline rates.
The $80 million terminal modernization program was completed on-time and on-budget in March 2016. This project was the largest
project in the previous capital plan. With the completion of the project, the authority has moved to the new capital plan, which is
sized at $298 million over five years and is divided into two categories: maintenance of the current facilities, and enabling projects
for a future new terminal. The maintenance portion is budgeted at $99.6 million and is focused primarily on the terminal and airfield,
including the rehabilitation of the north runway which is expected to be completed by the end of 2016.
While the current terminal was just renovated, the airport is expecting to reach either the maximum capacity of the existing terminal
or the end of the terminal’s useful life by 2030. As a result, the authority has begun to plan for a new terminal and the current plan
expects that the facility will be located adjacent to the current loop road. Phase 1 of the new terminal plan is focused on enabling
projects for the new terminal, and is budgeted at $195.6 million. There are four projects included in the phase 1: a new consolidated
rent-a-car facility (conRAC), relocation of an FAA transmitter, utility relocation, and a stormwater project. Rental car companies are
currently occupying the first two floors of the airport's parking garage, which is expected to be moved with the new terminal. The
airport is planning to move the rental car operations to a new conRAC, which is expected to cost $151.1 million, the largest project
of the new capital plan and of the phase 1 projects, and will be funded using customer facility charge (CFC) collections and through a
future debt issuance with a pledge on CFC collections, not airport revenues.
Outside of the CFC collections and bond issuance, the capital plan will largely be paid for by FAA grants, PFC collections, and internal
liquidity. Total cost to the authority is expected to be $40 million, which we expect the airport will comfortably manage using excess
cash flow, given the airport's robust coverage and cash flow generation. The authority does not anticipate any future long-term debt
issuance for projects within the current capital plan, but it does expect to use its revolving bank loan, which it will repay with PFC
collections by 2021.
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Detailed Rating Considerations
Revenue Generating Base
Traffic at the airport is supported by a strong air trade area, with demographic trends that will continue to support enplanement
growth. The Columbus region has a diverse business presence and many national company headquarters, including Nationwide
Insurance, L Brands, and Cardinal Health. As a result, the area has a large portion of high-income, white-collar jobs, and a low
unemployment rate, which supports demand for air travel in the area. Due to the strong jobs market, the area also has above-average
population growth, bolstered by in-migration trends from job seekers.
For traffic, the airport faces competition from airports located in nearby Cleveland and Cincinnati. While no airport in the region is
dominant, as each airport has a substantially similar level of enplanements and service offerings, travelers in the central-Ohio area
have the option of the other two airports given the less than two hour driving time. The market position of the two other airports has
weakened as a result of recent dehubbing by major carriers, which is demonstrated by the negative enplanement trends at Cleveland
and Cincinnati and a $21 CPE at Cleveland, while Columbus has experienced recent positive enplanement trends and an improving CPE
of less than $8.
The airport leases to airlines through a signatory airline agreement that is residual for the airfield and apron cost centers, and
compensatory for the terminal. Airlines have limited majority-in-interest rights for capital plans, with the right to only defer, not
disapprove, capital projects over $2.5 million related to only the airfield and apron cost centers. In return, the airlines receive a
revenue sharing incentive with the airport that has two components: a general credit calculated on a per enplanement basis, and a
supplemental credit based on the airport's overall enplanement growth.
Air service is provided by a diverse set of air carriers, that includes legacy carriers, a low-cost carrier, and an ultra-low cost carrier.
With Southwest Airlines Co. (Baa1 positive) being the primary carrier at 35% of enplanements at the airport in 2015, the airport is
not significantly concentrated in any one carrier. With the addition of Frontier, we expect the airport's enplanements to be further
diversified.
Operational and Financial Performance
Financial performance has been strong over the past few years given the authority's diversification of revenue streams. With the
completion of an on-airport hotel, the authority has generated an additional $4 million revenue stream. With strong concession
and parking revenue growth as well, the airport has been able to limit the growth in cost to airlines, which has resulted in cost per
enplanement (CPE) in 2015 at $7.54, remaining flat since 2008 when it was $7.59.
Debt service coverage has consistently been robust for the airport, due to the airport's hybrid rate-making framework and low amount
of debt outstanding. Bond ordinance debt service coverage has consistently been above 2.50 times and on a net revenues basis, debt
service coverage has historically been above 3.00 times, and was 3.67 times for 2015.
On a forward looking basis, coverage is expected to appreciably decline in 2016 due to a significant step up in debt service, but it
will remain above 2.50 times (considering the application of PFCs). CPE will also notably increase to above $9, but will remain under
$10 through 2021. We expect that will coverage will decline in 2016, but that the airport will outperform the projections, due to
conservative nature of the budgeting. The projections only assume a 3% enplanement growth in 2016, while the airport has been
experiencing more than 7% growth through May.
LIQUIDITY

Liquidity in 2015 declined to a Moody's calculated 336 days cash on hand from 562 days in 2014. The decline in liquidity has to do
with the classification of the customer facility charges on the balance sheet as restricted due to the intention of using the charges for
a future conRAC and CFC-pledged bond issuance. If the CFCs were not reclassified, liquidity would have increased to 570 days. While
the impact is significant, we view the authority's liquidity position as remaining adequate for the current rating level. It is expected that
liquidity will increase notably over the next few years due to the authority's excess cash flow.
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Debt and Other Liabilities
DEBT STRUCTURE

The authority had $110 million debt outstanding as of December 31, 2015, including a $2 million balance outstanding on a revolving
bank loan that is available up to $50 million. All debt is fixed interest rate, and the bonds are all senior, while the revolving bank facility
is subordinate.
There is no expectation for additional debt under the current capital plan, though the authority expects to incrementally draw $45.5
million on the revolver, and expects to repay about $10 million per year starting in 2018 with full repayment of the revolver by the end
of the current capital plan.
DEBT-RELATED DERIVATIVES

None.
PENSIONS AND OPEB

The financial impact of unfunded pensions and OPEB obligations of this issuer are minor and thus not currently a major factor in our
assessment of its credit profile.
Management and Governance
The authority is overseen by a nine-member board of directors, with four of the members appointed by the county commissioners,
four members appointed by the Mayor of the city of Columbus with consent of city council, and one member jointly appointed. Each
director serves a four year term. The board is responsible for hiring the chief executive officer of the airport. The CEO is responsible for
the daily management of the authority and the hiring of other necessary staff.

Methodology Scorecard Factors
OTHER CONSIDERATIONS: MAPPING TO THE GRID

Note: The grid is a reference tool that can be used to approximate credit profiles in the airport sector in most cases. However, the
grid is a summary that does not include every rating consideration. Please see the Publicly Managed Airports and Related Issuers
methodology report for more information about the limitations inherent to grids.
The actual rating of A1 matches the A1 grid indicated rating.
Exhibit 3

Scorecard for Publicly Managed Airports and Related Issuers

Source: Moody's Investors Service and CRAA Audit
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Legal Security
The bonds are secured by a pledge of net revenues of airport facilities which include Port Columbus International Airport and Bolton
Field. The authority has not designated Rickenbacker as an airport facility and so the facility, and the revenues it generates, are not
pledged to the bonds, though the authority has the ability to change the designation in the future. The authority covenants to set rates
such that the amount available for debt service is equal to 125% of the required debt service for the year. The 2007 bonds are further
secured by a cash funded debt service reserve that is sized at required debt service on the bonds for the next 12 months.
Bondholders are additionally secured by an additional bonds test for improvements that requires projected net revenues will satisfy the
rate covenant for either: each of the five years following additional debt issuance; two years following the completion of the financed
projects; or two years beyond the capitalized interest period.

Use of Proceeds
Not applicable.

Obligor Profile
Columbus Regional Airport Authority is a subdivision of the state of Ohio. The authority assumed operations of Port Columbus
International Airport (which will be renamed John Glenn Columbus International Airport in September) and Bolton Field in 1991 and
Rickenbacker in 2003. The authority is responsible for the operation of the airports, all three of which are located in Franklin County,
Ohio. The main airport is Port Columbus while Bolton Field is the general aviation airport and Rickenbacker is largely a cargo and
military facility with limited commercial air service. Port Columbus has two parallel east/west runways, and a 879,000 square foot
terminal with 35 gates.

Methodology
The principal methodology used in this rating was Publicly Managed Airports and Related Issuers published in November 2015. Please
see the Ratings Methodologies page on www.moodys.com for a copy of this methodology.
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