Outlook On Auckland International Airport Revised To Stable On
Announcement Of NZ$454 Million Capital Return; 'A-/A-2' Ratings
Affirmed
SYDNEY (Standard & Poor's) Dec. 3, 2013—Standard & Poor's Ratings Services today revised its
outlook on Auckland International Airport Ltd. (AIAL) to stable from positive, and affirmed its 'A-/A2' ratings on the company.
“The outlook revision follows AIAL's announcement that it intends to undertake a NZ$454 million
capital return, expected to be completed by mid-April 2014, which will be largely debt funded,” said
credit analyst Thomas Jacquot. “The increase in debt will drive a relative weakening of the key
financial metrics over the short term, in relation to our prior expectations, although this deterioration
is not severe enough to result in the ratings being under downward pressure.”
The stable outlook is based on Standard & Poor’s view that AIAL's financial metrics will remain at
above 15% and 3.5x for FFO to debt and FFO cash interest coverage, respectively. This is despite the
recent announcement that the company intends to implement a capital reduction of NZ$454 million
in April 2014. The outlook also reflects our view that AIAL will maintain its excellent business-risk
profile.
AIAL's rating could be under pressure if its financial performance deteriorates to the point whereby
we would expect FFO to debt to drop below 12% or FFO interest coverage below 2.5x on a sustained
basis. This could occur in the following scenarios:




AIAL increases its expected capital-expenditure program over the next two-to-three years,
which would result in debt levels being higher than our expectations;
AIAL undertakes acquisitions that would materially affect its financial metrics or business
profile; or
There were materially adverse regulatory developments that resulted in significant
uncertainty as to AIAL's ability to earn an adequate return on its assets and future
aeronautical investments.

“We believe that the recent capital return provides a clear signal about the company's capital
management and that therefore any future financial performance upside is likely to ultimately be
returned to shareholders,” said Mr. Jacquot. “As such, any upside in the rating would not only require
significant improvement in financial metrics (such as FFO to debt consistently above 18%) but also a
strong commitment by the company of its desire to maintain such financial profile. In our view, the
likelihood is very limited.”
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