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March 31, 2020 CITY OF DALLAS
Honorable Mayor and Council Members

Fitch Ratings Revises Dallas Love Field Airport Outlook to Negative
Amid Coronavirus Disruptions — RATING ACTION

Today, Fitch Ratings (Fitch) affirmed the ‘A’ rating and revised the outlook to Negative from
Stable on the Dallas Love Field Airport senior lien airport revenue bonds issued by the
Love Field Modernization Corp (LFAMC). The Fitch rating outlook action on Love Field
Airport LFAMC bonds was included in their review of large airports and other major airline
hubs following, “the recent outbreak of coronavirus and related government containment
measures.”

According to Fitch, the rating outlook actions on the airport credits serving large U.S.
markets, “reflects the current stressed environment in aviation, affecting origination-
destination as well as connecting travel, “continuing that, “the unprecedented requests in
recent days for assistance from the federal government by both the air carriers and the
airports are indicative of the mutual strains suffered in the aviation industry and
demonstrate a clear signal of the present financial pressures.”

Collectively, Fitch has assessed that the airports included in the rating outlook action have
enough unrestricted cash reserves to meet debt service payments through the end of the
current calendar year. While Fitch will continue to monitor developments in the airline
sector, they are currently assuming a rating case scenario of approximately 35 percent
enplanement declines for calendar year 2020, with recoveries relative to 2019 levels at
95 percent in 2021 and 100 percent in 2022. Fitch previously affirmed the Love Field
Airport LFAMC bonds ‘A’ rating and Stable outlook on October 10, 2019, citing a well-
defined capital plan and conservative debt structure, noting that “the airport's solid cost
recovery framework should provide for continued stable financial performance.”
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Attached is the rating action commentary provided by Fitch today. If you have any
questions or need further information, please do not hesitate to contact me.

TN, Al aboctn Ruich,

M. Elizabeth Reich
Chief Financial Officer

Attachment
c:  T.C.Broadnax, City Manager Joey Zapata, Assistant City Manager
Chris Caso, City Attorney (Interim) Nadia Chandler Hardy, Assistant City Manager and Chief Resilience Officer
Mark Swann, City Auditor Dr. Eric A. Johnson, Chief of Economic Development and Neighborhood Services
Bilierae Johnson, City Secretary M. Elizabeth Reich, Chief Financial Officer
Preston Robinson, Administrative Judge Laila Alequresh, Chief Innovation Officer
Kimberly Bizor Tolbert, Chief of Staff to the City Manager M. Elizabeth (Liz) Cedillo-Pereira, Chief of Equity and Inclusion
Majed A. Al-Ghafry, Assistant City Manager Directors and Assistant Directors

Jon Fortune, Assistant City Manager
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FitchRatings

RATING ACTION COMMENTARY

Fitch Takes Rating
Actions on U.S. Large
Airports and Major Hubs
Amid Coronavirus
Disruptions

Tue 31 Mar,2020- 10:32 AMET
Fitch Ratings - New York - 31 Mar 2020: Fitch Ratings has affirmed the ratings on the

following large airports and major airline hub facilities; however, the Rating Outlook has
been revised to Negative from Stable:

--Charlotte Douglas International Airport, NC (CLT) 'AA-' rating on its general airport
revenue bonds issued by the City of Charlotte;

--Chicago Midway International Airport, IL (MDW) 'A' rating second-lien lien revenue
bonds;

--Dallas Love Field Airport, TX (DAL) 'A' rating senior lien airport revenue bonds issued by
Love Field Modernization Corp.;

https://www fitchratings.com/research/infrastructure-project-finance/fitch-takes-rating-actions-on-us-large-airports-maj... 3/31/2020
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--Denver International Airport, CO (DEN) 'AA-' and 'A+' ratings on the senior lien and
subordinate lien general airport revenue bonds, respectively;

--Detroit International Airport, MI (DTW) 'A' ratings on both the senior lien and junior lien
airport system revenue bonds issued by Wayne County Airport Authority;

--State of Hawaii Department of Transportation, HI 'A+'and 'A' ratings on the airport
system revenue bonds and certificates of participation, respectively;

--Minneapolis-St. Paul Metropolitan Airports Commission, MN (MSP) 'AA-' and 'A+'
ratings on the senior lien and subordinate lien revenue bonds, respectively;

--Philadelphia International Airport, PA (PHL) 'A' rating on the airport revenue bonds;

--Tampa International Airport, FL (TPA) 'AA-' and 'A+' ratings on the senior lien and
subordinate lien airport revenue bonds, respectively, issued by Hillsborough County
Aviation Authority.

Fitch Ratings has affirmed the ratings on the following large U.S. airports but revised the
Rating Outlook to Negative from Positive:

--Houston Airport System, TX (IAH and HOU) 'A' rating on the subordinate lien revenue
bonds;

--Greater Orlando Aviation Authority, FL (MCO) 'AA-' and 'A+' ratings on the senior lien
and subordinate lien revenue bonds, respectively.

RATING RATIONALE

The recent outbreak of coronavirus and related government containment measures
worldwide creates an uncertain global environment for air travel in the near term. While
the above airport issuers performance data through most recently available issuer data
may not have indicated impairment, material changes in revenue and cost profile are
occurring across the sector and likely to worsen in the coming weeks and months as
economic activity suffers and government restrictions are maintained or expanded. Fitch's
ratings are forward-looking in nature, and Fitch will monitor developments in the sector as

https://www fitchratings.com/research/infrastructure-project-finance/fitch-takes-rating-actions-on-us-large-airports-maj... 3/31/2020
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aresult of the virus outbreak as it relates to severity and duration, and incorporate revised
base and rating case qualitative and quantitative inputs based on expectations for future
performance and assessment of key risks.

Large Airports and Major Airline Hubs Rating Actions.

The negative rating outlook actions assigned to the above airport credits serving large U.S.
markets reflects the current stressed environment in aviation, affecting origination-
destination as well as connecting travel. Severe declines in enplaned passenger traffic will
affect operating revenues across all of these airports, with the greatest impacts to occur in
the second quarter of 2020 and potentially extend into future periods due to the
coronavirus pandemic. These airports have strong franchise positions as major market
destinations and hub facilities but still operate with a moderate- to high-level of
dependence on operations from leading carriers. In the near-term, Fitch has assessed that
for each of the airports above, the unrestricted cash reserves alone are sufficient to meet
debt service due through the end of the current calendar year.

Thedrop in air travel is likely to be steeper than what was seen during prior global event
episodes such as SARS and September 11 terrorist attacks, and the start of the recovery
period is difficult to assess as the virus spread is still growing in regions where air travel is
most prevalent. Conditions are constantly changing given the fast moving nature of events,
and U.S. airports are facing significant reductions in passenger traffic under this
environment.

Fitch expects the dramatic reduction in air travel levels to increase financial pressure on all
U.S. airports at varying levels, a sector that has had a decade long stretch of traffic
expansion and financial stability. The unprecedented requests in recent days for assistance
from the federal government by both the air carriers and the airports are indicative of the
mutual strains suffered in the aviation industry and demonstrate a clear signal of the
present financial pressures. Robust liquidity across most airports, evident through a
combination of cash funded bond reserves and additional accounts with unencumbered
funds, should provide additional protection to cover upcoming bond payments and is
viewed as a mitigating consideration.

Fitch also expects airport management to initiate a number of self-protective actions to
preserve their fiscal postures although there are limitations given the broad impairment to
the general economy and the industries tied to the aviation sector. Airline agreements in
most cases are structured to provide mechanisms to revise airline payment levels in case

https://www fitchratings.com/research/infrastructure-project-finance/fitch-takes-rating-actions-on-us-large-airports-maj... 3/31/2020
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of large variances to budgeted performance; however, the airlines themselves are
financially constrained to the point this approach is not anticipated. Further analysis will
follow in the weeks to come with detailed analyses of management reactions and
responses, as well as incoming data on traffic, revenues, and expense control actions. In the
longer-term, Fitch will analyze traffic and revenue impacts caused by possible changes in
air travel patterns.

Fitch conducted a rating case and a sensitivity case to the above credits to assess coverage
and liquidity. The rating case scenario, which contemplates airport enplanement declines
of approximately 35% in calendar year 2020 relative to 2019 actual levels based on the
following assumptions of quarterly traffic activity: 1Q20 (-15% domestic and
international)), 2Q20 (-60% domestic and -80% international); 3Q20 (-40% domestic and
-50% international) and 4Q20 (-20% domestic and -25% international). For calendar years
2021 and 2022, Fitch assumes 95% and 100% recoveries relative to 2019 levels.
Recognizing there are different fiscal year periods for each airport, the assumed traffic
levels will be accordingly adjusted. A more severe sensitivity case assumes traffic declines
continue at the same peak traffic loss of 2Q20 for an additional quarterly period followed
by recoveries that are similar to the rating case. The results of these scenarios will be
published as a Ratings Scorecard.

KEY RATING DRIVERS

See links below to individual issuer Rating Action Commentaries with individual Key
Rating Driver assessment scores and analysis

RATING SENSITIVITIES

Developments That May, Individually or Collectively, Lead to Positive Rating Action:

--A positive rating action is not expected in the near future. However, a return to a stable
outlook could be possible, and the ratings affirmed, if Fitch sees sustained recovery in
traffic and revenues due to the easing of the pandemic resulting in normal air traffic
patterns or the adaption of strategies that convincingly stabilizes the finances.

https://www fitchratings.com/research/infrastructure-project-finance/fitch-takes-rating-actions-on-us-large-airports-maj... 3/31/2020
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Developments That May, Individually or Collectively, Lead to Negative Rating Action:

--A continued period of material traffic declines that presents further challenges to
stabilize the finances of the affected airports;

--Further credit erosion of the major air carriers or payment delinquencies to the airports.

--Sustained deterioration in airport liquidity levels.

BEST/WORST CASE RATING SCENARIO

Ratings of Public Finance issuers have a best-case rating upgrade scenario (defined as the
99th percentile of rating transitions, measured in a positive direction) of three notches
over a three-year rating horizon; and a worst-case rating downgrade scenario (defined as
the 99th percentile of rating transitions, measured in a negative direction) of three
notches over three years. The complete span of best- and worst-case scenario credit
ratings for all rating categories ranges from 'AAA' to 'D'. Best- and worst-case scenario
credit ratings are based on historical performance. For more information about the
methodology used to determine sector-specific best- and worst-case scenario credit
ratings, please visit https://www.fitchratings.com/site/re/10111579.

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER OF
RATING

The principal sources of information used in the analysis are described in the Applicable
Criteria.

PUBLIC RATINGS WITH CREDIT LINKAGE TO OTHER RATINGS

Links to last published issuer RACs with Key Risk Driver assessments covered in the above
rating actions:

https://www.fitchratings.com/site/pr/10074723

https://www.fitchratings.com/site/pr/10088376

https://www fitchratings.com/research/infrastructure-project-finance/fitch-takes-rating-actions-on-us-large-airports-maj... 3/31/2020
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https://www. fitchratings.com/site/pr/10091640

https://www. fitchratings.com/site/pr/10090643

https://www. fitchratings.com/site/pr/10090887

https://www. fitchratings.com/site/pr/10085326

https://www fitchratings.com/site/pr/10065484

https://www fitchratings.com/site/pr/10085124

https://www. fitchratings.com/site/pr/10087187

https://www. fitchratings.com/site/pr/10089474

https://www. fitchratings.com/site/pr/10090019

ESG CONSIDERATIONS

ESG issues are credit neutral or have only a minimal credit impact on the entity(ies), either
due to their nature or the way in which they are being managed by the entity(ies). For
more information on Fitch's ESG Relevance Scores, visit www.fitchratings.com/esg.

RATING ACTIONS

ENTITY/DEBT RATING PRI

Hillsborough
County Aviation
Authority

(FL)

e Hillsborough LT A+ Affirmed A+
County
Aviation
Authority
(FL)
/Airport

https://www fitchratings.com/research/infrastructure-project-finance/fitch-takes-rating-actions-on-us-large-airports-maj... 3/31/2020



VIEW ADDITIONAL RATING DETAILS

Additional information is available on www.fitchratings.com

APPLICABLE CRITERIA

Infrastructure and Project Finance Rating Criteria (pub. 24 Mar 2020) (including rating

assumption sensitivity)

Airports Rating Criteria (pub. 24 Mar 2020) (including rating assumption sensitivity)

APPLICABLE MODELS

Numbers in parentheses accompanying applicable model(s) contain hyperlinks to criteria

providing description of model(s).

GIG AST Model, v1.1.0 (1)

ADDITIONAL DISCLOSURES

Dodd-Frank Rating Information Disclosure Form
Solicitation Status

Endorsement Policy

ENDORSEMENT STATUS

Charlotte (NC)

Chicago (IL)

Denver (City & County) (CO)

Greater Orlando Aviation Authority (FL)

Hawaii, State of (HI)

Hillsborough County Aviation Authority (FL)
Houston (TX)

Love Field Airport Modernization Corporation (TX)
Minneapolis-St. Paul Metropolitan Airports Commission (MN)
Philadelphia (PA)

Wayne County Airport Authority (MI)

DISCLAIMER

Fitch Takes Rating Actions on U.S. Large Airports and Major Hubs Amid Coronavirus Disruptions

EU Endorsed
EU Endorsed
EU Endorsed
EU Endorsed
EU Endorsed
EU Endorsed
EU Endorsed
EU Endorsed
EU Endorsed
EU Endorsed
EU Endorsed
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ALLFITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING THIS LINK:
HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN
ADDITION, THE FOLLOWING https://www.fitchratings.com/site/dam/jcr:6b03c4cd-
611d-47

READ MORE

COPYRIGHT

Copyright © 2020 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33
Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212)
480-4435. Reproduction or retransmission in whole or in part is prohibited except by
permission. All rights reserved. In issuing and maintaining its ratings and in making other
reports (in

READ MORE

SOLICITATION STATUS

The ratings above were solicited and assigned or maintained at the request of the rated
entity/issuer or a related third party. Any exceptions follow below.

ENDORSEMENT POLICY

Fitch's approach to ratings endorsement so that ratings produced outside the EU may be
used by regulated entities within the EU for regulatory purposes, pursuant to the terms of
the EU Regulation with respect to credit rating agencies, can be found on the EU
Regulatory Disclosures page. The endorsement status of all International ratings is
provided within the entity summary page for each rated entity and in the transaction detail
pages for all structured finance transactions on the Fitch website. These disclosures are
updated on a daily basis.

US PublicFinance  Infrastructure and Project Finance  North America  United States
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