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Research Update:

Mexico City Airport Trust's $4 Billion Senior
Secured Debt Assigned 'BBB+' Rating; Outlook
Stable

Overview

e On Sept. 20, 2017, the Mexico City Airport Trust placed $4 billion of
seni or secured debt in two tranches, maturing in 2028 and 2047,
respectively.

« W are assigning our 'BBB+' issue-level rating to the trust's new senior
secured debt.

» The 'BBB+' rating on the issuer's notes due 2026 and 2046 is unchanged.

« W& expect the project to use the proceeds to finance the construction of
the new Mexico City Airport.

» The stable outlook reflects the outlook on the credit quality of GACM
which itself reflects the stable outlook on the foreign currency
sovereign rating on Mexico.

Rating Action

On Sept. 25, 2017, S&P d obal Ratings assigned its 'BBB+ issue-level rating
on the $4 billion of new senior secured debt issued by Mexico Gty Airport
Trust (Fideiconiso 80460 or the trust). The rating outl ook on the debt is

st abl e.

Rationale

The 'BBB+' rating on the trust's new senior secured debt reflects the credit
gquality of the sponsor of this transaction, G upo Aeroportuario de |a C udad
de Mexico S.A de C V. (GACM. The rating depends on GACM because we believe
that the continued operation of the Mexico City airport is critical to
generating airport passenger revenue (Tarifa de Uso de Aeropuertos; TUA) that
wi |l support debt repaynent.

GACM is a governnment-related entity (GRE) wholly owned by the Mexican
government. GACM is the concession holder of the new Mexico City Airport
(NAICM and al so owns Aeropuerto Internacional de |a Cudad de Mexico, S. A de
C.V. (AlCM, the concession hol der of the existing airport.

We al so factor the likelihood of extraordinary governnment support into our
rati ng anal ysis. Qur assessnment of the very high |ikelihood of support
reflects the followi ng factors:

» The airport's very inportant role, due to the econonmic and political
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i mportance of existing and future airports to the governnent. In our
view, the airport provides an essential service to the popul ati on of
Mexi co--especially to Mexico City--as the main gateway to the country's
capital; and

« The airport's very strong link to the government, because we consider
that the airports are in charge of nanagi ng and expandi ng one of the
maj or infrastructure assets of the country in strict accordance with the
governnent's plans. The assessnent of the link also factors in the
governnent's permanent involvenent in the airport's supervision
managenent, and strategic decisions; including its strong influence on
its board of directors. Furthernore, the link reflects the governnent's
consi stent record of support to the conpany through annual financial
contributions, largely to finance the new airport's construction

Therefore, although the debt ratings closely correlate with GACMs credit
quality, the sponsor's creditworthiness is not necessarily a cap, because we
thi nk the Mexi can governnent is highly likely to provide extraordi nary support
shoul d the trust face financial distress.

A key characteristic of this transaction is that the bulk of the airport's
revenue will cone fromthe TUA. This gross revenue will be available to the
trust to service its debt obligations ahead of other costs. However, depressed
traffic could potentially trap available cash after debt service at the trust
level, leaving GACMto rely solely on non-TUA revenue to cover the airport's
operating costs. Currently, the TUA represents about 60% of the airport's
total revenue

The seniority of debt service paynents provides credit support for secured
creditors. However, we believe that the debtstructure relies on GACM for a
nunber of reasons. |In particular, GACM through AICM holds the concession to
operate the existing airport, so a default under the concession could put
future TUA at risk. Continued cash flows to the trust fromthe TUA also rely
on the continued operation of the airport, which is ultimtely GACM s
responsibility. As a result, we believe GACMs credit quality will largely
constrain the debt rating.

Al t hough the trust is a special purpose vehicle with recourse limted to the
TUA receivabl es, we don't believe that the primary reason for the structure
was to limt GACMs, and ultinmately the governnent's, liabilities. W viewthe
trust as akin to being the financing vehicle of GACM The trust structure
provi des additional confort to secured creditors, conpared to sinmpler
corporate senior unsecured financing that GACM coul d have arranged

We consider the trust entity a GRE for two reasons. First, under the
concessi on agreenent, GACM and Al CM cannot pl edge nost of their assets to
support financing. However, the TUA receivables are one of the few assets that
t hey can pl edge. Second, unlike typical project finance structures, this
transacti on doesn't seek to transfer construction or operation risks to a
private sector entity.

Stable
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Anot her differentiating factor in this transaction relates to the construction
of the new airport and the fact that a significant nunmber of construction
tasks are in progress. The overall construction phase, in our view, has
limted simlarities to traditional project finance transactions with
construction risks, which are usually characterized by fixed price
construction contracts for the entire construction phase and full funding
avail abl e at inception. This is because conpletion of the asset is generally
critical to repaynent of the debt. However, for this transaction, we've only
focused on existing cash flows fromthe current airport. Qur analysis

i ndi cates that those cash flows are sufficient to repay the debt.

G ven the unique characteristics of this transaction, we rate it based on our

"Principles O Credit Ratings" nethodology. In particular:

* W haven't assessed the construction phase of the new airport. Typica
project finance transaction ratings with construction risk reflect the
conbined risk of the project across both the construction and operation
phases. The construction assessnent is necessary as it determ nes the
risk that the asset may not be constructed, and therefore, the project
may not generate cash flows to the expected level. In our forecast for
this transaction, we solely assess the cash flows fromthe existing
airport and don't include any uplift related to passenger growth that the
new facilities would be able to handle.

« W've assessed the cash flow coverage according to the contractual cash
waterfall at the trust level. In typical project finance transactions, an
asset's operating costs incurred in its operations and nai nt enance woul d
have priority over senior debt-servicing costs, because continued
operations at the airport would be necessary to ensure that it generates
cash. In this transaction, residual cash flow after debt service at the
trust level will partly cover operating costs. Qther airport revenues,
such as revenue fromcommercial activities, supplenent paynent of
operating costs. W believe that notionally amending the trust's cash
flow waterfall by adding operating costs wouldn't capture the overal
project's ability to cover these costs, given that the trust does not
capture all revenues. Instead, in order to recognize the inportance of
continued operations for ongoing cash flows, we consider GACM the
operator of the airport and wholly owned by the Mexican governnent, as an
i rreplaceabl e counterparty. Therefore, the credit quality of GACM caps
the stand-alone credit profile (SACP) of the trust.

Liquidity

We consider the liquidity in the project structure neutral to the rating. A
debt - servi ce reserve account covers six nmonths of senior debt payments. The
cash | ock-up nmechani sm which ensures that cash is retained in the structure
shoul d the project-defined debt service coverage ratio (DSCR) fall bel ow
1.15x, also supports the project's liquidity. Although this trigger is

weak because it's only tested on an historical basis, the predictability and
stability of the cash flow greatly tenper the I ack of |ock-up based on
forecast ratios.
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Outlook

The stable outlook primarily reflects the outl ook on the credit quality of
GACM which itself reflects the outlook on the foreign currency sovereign

rati ng of Mexico. From an operational perspective, we expect the airport's
passenger traffic to growin the lowsingle digits over the next two years.

Downside scenario

G ven the Iink between the project rating and GACMs credit quality, the
rating on the senior debt would be at risk if GACMs creditworthiness were to
deteriorate. This could occur if our view of governnent support for GACMin
the event of financial stress were to weaken.

Any severe underperformance of passenger traffic or material debt cost

i ncrease (due to debt |evels above our expectation or a significant increase
in debt margins) could also put the rating at risk. In particular, dowward
rating pressure could arise if we were to expect that the cash flow coverage
woul d not remain broadly above 1.0x based on cash flows fromthe existing
airport only. (W have revised the aforementioned rati o expectations based on
our updated financial projections, which reflect the project's new debt
anortization schedule.)

Such a scenario would also likely affect GACMs credit quality, since we

i nclude the project's debt in our assessnent of GACM

Upside scenario

Qur assessnment of GACM s credit quality constrains the rating, which, as noted
above, is limted by the foreign currency rating on Mexico. Therefore, the
rati ngs should nove in tandemwi th the sovereign. The direct link with the
sovereign outlook is also because we expect that GACM or the governnment woul d
cover any increased funding required for the new airport over and above
budget ed anopunts.

Ratings Score Snapshot

Oper ati ons Phase SACP (Senior Debt)

e (perations phase business assessnent: 4 (1l=best to 12=worst)
* Prelimnary SACP:. Not assessed

» Downsi de inpact on prelimnary SACP: ' bbb+

e Liquidity: Neutral (no inpact)

* Conparative anal ysis assessnment: Neutral (no inpact)

e Counterparty assessnent limitation: bbb+ (no inpact)

» (perations phase SACP: bbb+

Modi fiers (Senior Debt)

 Parent |inkage: De-linked
e Structural protection: Neutral (no inpact)
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e Seni or debt issue rating: BBB+

Related Criteria

e CGeneral Criteria: Rating Governnent-Related Entities: Methodol ogy And
Assunptions, March 25, 2015

e Criteria - Corporates - Project Finance: Project Finance Franmework
Met hodol ogy, Sept. 16, 2014

e Criteria - Corporates - Project Finance: Project Finance Qperations
Met hodol ogy, Sept. 16, 2014

e Criteria - Corporates - Project Finance: Project Finance Transaction
Structure Methodol ogy, Sept. 16, 2014

e CGeneral Criteria: Country Ri sk Assessment Met hodol ogy And Assunpti ons,
Nov. 19, 2013

e Criteria - Structured Finance - General: Counterparty Ri sk Framework
Met hodol ogy And Assunptions, June 25, 2013

e« Criteria - Corporates - Project Finance: Project Finance Construction And
Operations Counterparty Methodol ogy, Dec. 20, 2011

e CGeneral Criteria: Principles O Credit Ratings, Feb. 16, 2011

» CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

Ratings List

New Rat i ng

Mexico City Airport Trust
Seni or Secured BBB+/ St abl e

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. standardandpoors. com for further

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. gl obal creditportal.comand at www. spcapitaliqg.com All
ratings affected by this rating action can be found on the S& d obal Ratings'
public website at www. st andardandpoors.com Use the Ratings search box | ocated
in the left colum.

Stable
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