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Spokane (County of) WA Airport Enterprise
Update to credit analysis following assignment of new rating

Summary
The Spokane (County of) Airport Enterprise's (A2 stable) credit profile reflects its dominant

position in northeastern Washington State, northern Idaho, and parts of Montana and

Canada. The area has seen positive population and employment growth, supported by a

lower cost of living and job opportunities in defense, logistics, and higher education.

The airport's strong financial profile includes limited debt obligations and ample liquidity,

bolstered by solid enplanement activity and a residual airline agreement that provides

financial stability. Enplanements surpassed pre-pandemic highs in 2023 (2.07 million), with

a forecasted annual growth rate of 2.2% through 2029. The carrier mix is diverse, with no

single airline holding more than 31.7% market share in 2023. Most airlines at the airport

operate under similar agreements that generate revenue through a residual rate-setting

approach. These agreements, in place since 1984, are set to expire at the end of 2024, with a

1-year extension and a longer-term agreement expected.

The airport's capital program through 2029 is sizeable but flexible, with projects proceeding

based on costs and available non-debt financial resources. The 2023-2029 capital

improvement program (CIP) totals $840.6 million, with $449 million expected to be debt-

financed. Major projects include the Concourse C Terminal Renovation & Expansion (TREX),

the Central Hall TREX, and various airfield, garage/parking, and landside improvements.

Assuming the CIP proceeds as planned, the airport's financial profile is expected to weaken

but remain satisfactory, with debt service coverage falling from 4.8x in 2026 to 2.2x by

2029. Airline costs per enplanement (CPE) will rise from $6.18 in 2024 to $17.70 in 2029, and

debt per passenger will peak at $239 in 2026. The airport also benefits from an interlocal

agreement requiring the City and County of Spokane to cover any deficit for bonded

indebtedness, though the mechanics of this obligation are unclear.

Credit strengths

» Dominant position within its service territory

» No existing long-term debt

» Low CPE

Credit challenges

» Expected substantial growth in financial leverage

» Expected increase in CPE

» Small overall market size

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1423800
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Rating outlook
The rating outlook is stable, reflective of our expectations that enplanement activity will remain healthy and that the airport’s

management team will make prudent decisions regarding capital spending and associated debt that will result in solid financial metrics.

Factors that could lead to an upgrade

» Enplanement and revenue growth that results in sustained total debt service coverage above 1.75x on a net revenue basis and days

cash on hand above 600

» Completion of the capital program such that debt per O&D enplaned passenger and CPE remain are meaningfully better than

budgeted expectations

Factors that could lead to a downgrade

» Meaningful decline in enplanements and revenue that produce DSCRs below 1.25x

» Erosion of days cash on hand below 300

» Substantially higher CPE and debt per O&D enplaned passenger than currently anticipated

Key indicators

Exhibit 1

Column1 2019 2020 2021 2022 2023

Total Enplanements ('000)                  2,023                     962                  1,643                  1,965                  2,068 

Adjusted Debt Per O&D Enplaned Passenger ($)                  15.46                  41.79                  13.99                    6.68                    6.76 

Total Coverage By Net Revenues 39.0x 35.1x 46.3x - -

Days Cash on Hand (days)                     280                     473                     650                     667                     687 

Source: Moody's Ratings, Spokane Airport Board

Profile
The Spokane County Airport Enterprise consists of three primary facilities: the Spokane International Airport (SIA), Felts Field Airport

and the Airport Business Park. SIA is a commercial service airport served by 7 major airlines, 2 regional airlines and 6 air cargo carriers.

SIA has two runways and two terminals with a total of 16 gates with passenger boarding bridges. In 2023, the airport had 2.07

million enplanements. The airport enterprise is overseen by a seven-member Airport Board, which was formed in 1962 pursuant to an

interlocal agreement between the City of Spokane and the County of Spokane. The Airport Board has various authorities under the

interlocal agreement, but no independent authority to issue bonds or to incur other debts with a maturity beyond one year.

Detailed credit considerations

Revenue Generating Base: Dominant market position with solid expected enplanement growth

The Spokane Airport Enterprise's credit profile is supported by its dominant market position. The airport's service territory includes

much of northeastern Washington State, northern Idaho and extends into western Montana and Canada. The airport faces no

meaningful competition, as the closest large hub airport is SeaTac (248 road miles away), and the closest medium hubs are Portland

and Boise, both more than 340 road miles away. The closest airport is Pullman-Moscow Regional airport, which is 79 road miles away

but has only two average daily departures per day.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the

most updated credit rating action information and rating history.
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The service territory has seen positive population and employment growth in recent years, with in migration from western Washington,

California and Texas. These trends have been supported by comparatively lower cost of living, along with employment opportunities in

defense, logistics and higher education.

Although the absolute number of enplanements is small compared to other airports whose debt we rate, enplanement activity has

been improving since the pandemic and surpassed 2019 levels in 2023. The report of the airport's consultant suggests enplanement will

grow at a compound annual growth rate of about 2.2% through 2029, a rate we view as reasonable given historical trends and general

economic conditions in the area.

Exhibit 2

Enplanements have recovered from the pandemic
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Source: Spokane Airport Board

The airport benefits from a diverse mix of airline customers, and is also beneficially not reliant on ultra-low cost carriers. In 2023, the

three largest airlines at the airport by market share were Alaska (31.7%), Delta (27.1%) and Southwest (23.3%). United (8.8%) and

American (6.8%) were fourth and five in terms of market share. All five airlines are signatories to an airline operating agreement (AOA)

with Spokane.

The AOA has been in effect in some form since 1984 and establishes a residual ratemaking process whereby airport-wide requirements

are captured through landing fees after accounting for airline terminals rentals, other airline fees and charges, non-signatory airline

landing fees and non-airline revenues to yield the landing fee revenue requirement. Beneficially, the airport’s residual rate setting also

includes the recovery of amortization on projects funded with the authority’s cash and results in DSCR well above cost recovery levels,

and there is no majority-in-interest clause in the AOA for capital expenditures. The current AOA expires at the end of 2024, and airport

management expects to sign a one-year extension followed by a longer-term agreement.

Financial Operations and Position: CIP will add first meaningful debt in years; debt per O&D passenger and CPE expected to

increase substantially

The airport's credit profile is shaped by our expectations around its capital improvement program (CIP), which through 2029 appears

sizeable but flexible, with airport managers indicating most projects are modular and will or will not proceed depending on project

costs and the availability of non-debt financial resources. The airport’s 2023-2029 capital improvement program (CIP) currently totals

$840.6 million, of which a little more than half ($449.0 million) is currently estimated to be debt financed. Major elements of the CIP

include completion of the Concourse C Terminal Renovation & Expansion (TREX), the Central Hall TREX, and various airfield, garage/

parking and landside improvements.

We expect the CIP projects proceed as currently envisioned by the airport, and as a result anticipate the airport’s financial profile to

weaken but remain satisfactory, with debt service coverage in 2026 at 4.8x as repayment of the 2024 bonds begins then gradually

falling to 2.2x by 2029 after additional bonds are issued in 2026. While metrics could be meaningfully better if the debt issuance

in 2026 is substantially less, the biggest project in the CIP is the Central Hall TREX, which is intended to create several critical
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improvements to the overall airport layout, including a post-security connection between the concourses as well as centralized

baggage claim and passenger security checkpoint areas. Given the importance of the project to the overall function of the airport, we

expect the project is likely to proceed, if not necessarily at the existing cost and financing structure.

Other key expectations underpinning our credit view include the anticipated increase in costs per enplanement (CPE) and debt per

origination and destination (O&D) passenger associated with the CIP. According to the airport consultant's report, airline costs per

enplanement (CPE) will rise from $6.18 in 2024 to $17.70 in 2029, and debt per original and destination passenger will peak at $239 in

2026. Although elevated, these metrics are in-line with other airports with substantial capital programs.

Exhibit 3

CPE expected to rise significantly because of the capital plan
2018-2023 are actual historic figures; 2024-2029 are projections
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Source: Spokane Airport Board, LeighFisher

Liquidity

The airport's liquidity position is a supportive credit factor. Days cash on hand (DCOH) has steadily improved over the past five years,

increasing from 280 in 2019 to 687 in 2023 (after Moody's adjustments). Although the airport has no formal policies around liquidity,

management has indicated that it intends to maintain a strong cash position greater than 600 DCOH in the near-term. Under the

current forecast, the airport's use of cash on hand for the CIP is limited ($117.2 million of the $840.6 million CIP), with most non-debt

resources coming from federal grants.

Debt and Other Liabilities

The airport's debt profile before the issuance of the 2024 bonds has been limited in recent years; the airport had no long-term debt in

2022 or 2023 after it had paid off its Community Economic and Revitalization Board loans early in 2021. In 2023 and 2024 the airport

borrowed a combined $30 million from the county in short-term loans to help fund the construction of the new terminal, with the

currently outstanding $15 million to be repaid from 2024 bond proceeds. The airport currently forecasts an additional $373.9 million in

debt in 2026 for the completion of the Central Hall TREX as well as the North Garage Expansion, though as mentioned previously the

final funding plan is subject to change.

Legal security

The bonds will be repaid from net revenues of the airport system and will additionally benefit from a common debt service reserve fund

sized at the least of the standard three-prong test. The rate covenant requires 1.25x coverage of annual debt service.

Debt structure

The airport's 2024 bonds are fixed rate debt with level debt service through final maturity in 2054. A portion of the interest on the

bonds is capitalized into 2027.

Debt-related derivatives

None.
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Pensions and OPEB

We adjust the reported pension liabilities of entities that report under governmental accounting standards, to enhance comparability

across rated issuers. Under governmental pension accounting, liabilities are discounted using an assumed rate of investment return on

the plan assets. Under our adjustment, we value liabilities using the FTSE Pension Liability Index (FTSE PLI), a high investment-grade

long-term taxable bond index, as a discount rate to compute the present value of accrued benefits and a proxy for the risk of pension

benefits.

Employees of the airport participate in cost-sharing multiple-employer retirement programs administered by the Washington State

Department of Retirement Systems. The airport reported a net pension asset of $3.4 million in fiscal 2023, assuming a discount rate of

7%. Moody's adjusted net pension liability (ANPL) in fiscal 2023 was approximately $9.9 million and assumes a discount rate of 4.9%.
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ESG considerations

Spokane (County of) WA Airport Enterprise's ESG credit impact score is CIS-2

Exhibit 4

ESG credit impact score

Source: Moody's Ratings

The Spokane (County of) WA Airport Enterprise’s ESG credit impact score of CIS-2 indicates that ESG considerations have a neutral-

to-low impact on the rating. The score reflects the airport’s moderate environmental risk and neutral-to-low social and governance

risks.

Exhibit 5

ESG issuer profile scores

Source: Moody's Ratings

Environmental

E-3. Spokane’s airport enterprise has moderate carbon transition risk. Evolving decarbonization policies around the globe and

regulations may increase operating costs for airlines and result in higher airfares that reduce the demand for air travel. Further, the

desire by some to reduce carbon emissions may lead to reduced travel, in particular, corporations seeking to reduce their carbon

footprints.

Social

S-2. Social risk exposures are limited. Demographic trends in the Spokane metro area are supported by steady population growth,

driven by comparatively lower cost of living, along with employment opportunities in defense, logistics and higher education.

Governance

G-2. The airport enterprise is well managed. Additionally, Federal Aviation Administration regulation of US airports tightly restricts

the use of funds generated at US airports to aviation purposes and essentially eliminates the possibility that a municipal owner could

extract value from the airport at the expense of bondholders.

ESG Issuer Profile Scores and Credit Impact Scores for the rated entity/transaction are available on Moodys.com. In order to view the

latest scores, please click here to go to the landing page for the entity/transaction on MDC and view the ESG Scores section.

6          3 October 2024 Spokane (County of) WA Airport Enterprise: Update to credit analysis following assignment of new rating

https://www.moodys.com/credit-ratings/org-credit-rating-806248824


Moody's Ratings Infrastructure and Project Finance

Rating methodology and scorecard factors
The principal methodology used in this rating was Publicly Managed Airports and Related Issuers published in February 2023. Please see

the Rating Methodologies page on www.moodys.com for a copy of this methodology. The scorecard indicated outcome of A2 matches

the assigned rating of A2. The scorecard inputs reflect our expectations of enplanements, coverage and debt in 2026, when the airport's

2024 bonds begin to amortize and additional bonds are issued.

Exhibit 6

Regional Position: Regional    

Rate Making Framework: Residual

Factor Subfactor Score Metric

1. Market Position a) Size of Service Area (millions) A 0.79

b) Economic Strength and Diversity of Service Area A

c)  Competition for Travel Aa

2. Service Offering a) Total Enplanements (millions) Baa 2.19

b) Stability of Traffic Performance Baa

c) Stability of Costs Ba

d) Carrier Base (Primary Carrier as % of Total Enplanements) A 31.7%

3. Leverage and Coverage a) Net Revenue Debt Service Coverage Aaa 4.76

b) Debt + ANPL (in USD) per O&D Enplaned Passenger B $239 

Metric Notch

4. Liquidity Days Cash on Hand 687 1.0

5. Connecting Traffic O&D Traffic 98.5% 0.0

6. Potential for Increased 

Leverage

0.0

7. Debt Service Reserves 0.0

Scorecard Indicated Outcome: A2

Source: Moody's Ratings
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