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Executive Summary 
 
In April 2014, Kroll Bond Rating Agency (KBRA) published its U.S. General Airport 

Revenue Bond Methodology. In that document, KBRA laid out its approach to rating 

general airport revenue bonds (GARBs) based upon an evaluation and balancing of six 

rating determinants (management, economics/demographics of the service area, airport 

utilization, airport debt/capital needs, airport finances, and legal mechanics and security 

provisions). Airport management is an important component of KBRA’s credit analysis. Yet, 

unlike KBRA’s other rating determinants, it does not lend to quantitative assessment. As a 

consequence, KBRA believes that an extensive qualitative analysis and comprehensive 

discussion of management is required to fully dimension its critical importance. 

 

Distinguishing Features of Airport Management 

 
In KBRA’s opinion, airport management is complex, with multi-faceted responsibilities, and 

requires a high degree of expertise. Management’s horizon spans the near-term, medium 

term, and long range, encompasses daily operations, capital planning/debt issuance, 

maintaining financial stability, and articulating policy goals. Managers are charged with crisis 

management, overseeing relationships with airlines, negotiating use and lease agreements, 

concessions management, delivering capital projects within budget and without unnecessary 

delays, marketing the airport as a means of encouraging airlines to establish additional 

destinations and raise flight frequencies, cost recovery mechanism implementation and 

oversight, attending to environmental and regulatory issues, and community relationships. 

 

KBRA believes that management in the airport sector is distinguished from management of 

other public finance bond sectors by the unique relationship and interaction with private 

sector entities, i.e. the airlines. Airport managers must also deal with an array of other 

business partners and stakeholders. These include tenants, passengers, local communities, 

and auditors. In addition, airports are subject to federal, state, and local regulations and 

ordinances.  Competent management requires an understanding of the airline industry and 

ability to be sensitive to and effectively respond to issues and concerns. The flexibility to 

adapt to changed circumstances is critical, as the airline industry has recorded airline 

bankruptcies and consolidations, and closure of hubs, and dealt with pronounced airline fuel 

cost volatility. 

 

Airport management must also have a keen sense of their air trade area’s strengths and 

weaknesses, and how to position the airport to successfully operate within its service area. 

In recent years, airport operators have had to manage around changing levels of service of 

existing airlines either through liquidation or movement to different markets, and new 

entrants.  

 

Airport-airline interactions come to the fore at the time of negotiating use and lease 

agreements, which define the financial obligations, terms of use, and other responsibilities 

between the signatory airline and airport. Over time the duration of these agreements has 

shortened, which means that negotiations are more frequent, potentially creating more 

bases for contention, and increasing airport operator vulnerability to airline industry 

uncertainties. The shortened agreement length reflects a more dynamic environment, with 

both airline and airport management now having greater latitude to modify their operations 

and governing documents as conditions merit, and adapt to changing conditions. There is 

also more frequent discussion regarding gate assignment and use times. Managers must 
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balance meeting airline needs, and protecting the airport’s long-term interests for 

optimizing facility utilization. The shorter duration of agreements also places more pressure 

on negotiation of majority-in-interest provisions, which can further facilitate approval of 

needed capital projects, or hamstring the airport’s ability to address essential infrastructure 

requirements. Airport managers strive to reach consensus on airline/airport use and lease 

agreement issues, and to settle airline grievances in an expeditious manner.  

 

This unique private sector interaction requires airport managers to have the ability to 

navigate through airline bankruptcies which could severely affect revenues, including 

amounts owed by airlines for use of airport facilities, passenger facility charges, and the 

bankrupt airline’s acceptance or rejection of its leases at the airport. Bankruptcy may be of 

a more critical nature, when an airport’s revenues rely on a primary carrier. In KBRA’s view, 

the onus is on management to formulate solutions which limit the airport’s long-term 

financial exposure. An example that comes to mind is the implementation of payment plans 

for pre-petition debt for airlines in and emerging from bankruptcy.  

 

Airport management is charged with formulating options to stabilize airport financial and 

tenant operations. For example, following 9/11 various airports undertook debt 

restructurings for savings that were passed through to the airlines in the form of reduced 

charges. In some instances, outstanding debt was restructured by deferring principal 

retirement. Capital projects have been delayed, and planned capital programs reassessed. 

In instances where airports have had carriers defaulting on or rejecting leases or contracts, 

some airports have worked out sub-leasing arrangements with the bankrupt airlines to 

reclaim these facilities and reallocate them to other airlines. KBRA believes that airport 

management must be able at times to act “on the fly” and demonstrate an ability to 

consider all potential courses of action, which further underscores the need for experience 

and developed expertise.  

 
No Substitute for Management Experience 

 
Given this level of complexity, KBRA highly values management experience. This is not 

limited to just tenure at the airport, but also reflects related prior industry roles and 

responsibilities, which in KBRA’s opinion broaden management’s perspective. Ideally, in 

KBRA’s opinion managers will have demonstrated success in management of facilities and 

relations with public and private constituents, met budget requirements, navigated through 

adverse economic events, and executed complex capital plans. KBRA expects that 

management turnover will be limited and transitions will be smooth. Counter-intuitively, 

departures may be viewed as opportunities to supplement management skills and add new 

perspectives. 

 

In reviewing management, KBRA requests disclosure regarding how the airport is governed, 

and which governmental entity or entities own the airport, and how they interact. KBRA also 

expects to review information on the powers granted to the airport’s governing body, as 

opposed to those retained by ownership, and the method of selection for members of the 

airport’s governing board. KBRA looks at the degree of day-to-day operational autonomy of 

the governing board, and who bears responsibility for setting strategies, planning, 

forecasting, overseeing capital plans and operating budgets, and financial and debt 

management policies. To that end, KBRA typically requests biographical information 

regarding senior airport management. 
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Given the requisite levels of experience and expertise expected of airport management, 

KBRA believes that a succession planning process should be in place acknowledging that 

leadership and other key roles may be vacated through retirement or departures, and 

planning ahead for these changes is necessary. This process should identify and develop 

leadership talent and assess the readiness of current employees to assume those positions 

in order to develop “bench strength”. Strategies for mentoring and formal training should be 

formulated as a means of transferring institutional and technical knowledge. 

 

Established Policies and Procedures Form the Framework 

 
KBRA also believes that the complexity of issues faced by airport managers in the current 

environment necessitates the formulation of strategic objectives, which should be 

encapsulated in airport/authority vision and mission statements. These statements express 

management values and provide direction and focus for the airport moving forward. The 

expression of core values and key strategies as it relates to areas such as workforce, 

organizational effectiveness, financial health, regional economic well-being, is a 

representation of a forward-thinking philosophy, which is critical for an airport’s long-term 

viability. 

 

KBRA looks favorably on airports that have formalized policies and procedures for debt, 

financial administration, business continuity and disaster recovery, safe and secure 

operations, and contingency plans for irregular operations due to weather, aircraft diversion, 

security breaches, HAZMAT spills and other unexpected events, and has defined the 

maintenance needs necessary to keep it facilities in a “state of good repair. These policies 

and procedures should be formalized as long-term strategic plans, evaluated as to their 

appropriateness over time, and modified when necessary. 

 

Formalized debt and financial policies underscore attention to associated risks. Debt policies 

provide a framework for capital project approval, and the type, structure, and duration of 

funding instruments that can be employed. These policies may also contain constraints on 

the level of outstanding debt in the form of limitations on indebtedness per enplaned 

passenger, or on cost per enplanement (CPE). Debt or financial management policies are 

likely to require minimum cash reserves or liquidity thresholds. In KBRA’s view, airport 

management calls for engagement in multi-year budgeting with frequent review of 

performance. 

 

All aspects of airport operations are susceptible to risks. These include global financial 

crises, geopolitical events, natural catastrophes, weather extremes, airplane accidents, and 

terrorism. Given this environment, KBRA believes management should devote attention to 

enterprise risk management (ERM), and identify its most critical organizational risks. 

Potential risks are wide-ranging, and include aircraft accidents, acts of terror, cyber risks, 

capital funding issues, and project management, and the previously mentioned business 

continuity and disaster recovery.  

 
Economic Development and Marketing Efforts 

 
Besides the obvious role in providing critical transportation links that facilitate the 

movement of people and goods, airports are also significant economic assets that are 

catalysts for local economic development. KBRA believes that airport operators typically act 

as a fulcrum in galvanizing support and reaching consensus among key area governmental 

and institutional stakeholders for crucial projects like corporate and regional headquarters, 
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shipping operations and service jobs. In addition, successful marketing of the airport’s 

assets can lead to the location of businesses like hotels, freight forwarders, warehouses, 

and manufacturing and service industries that are attracted to the vicinity of any airport. 

Airports operate in highly competitive environments, where proximity and levels of service 

of competing facilities may determine long-term success. Therefore, the effectiveness of the 

airport’s marketing campaign is vital to meeting objectives and goals. A marketing plan that 

lays out goals and objectives is also crucial in enlisting community support for the airport. 

Convincing airlines to increase the number of domestic and international destinations served 

by the airport and raising flight frequencies brings prestige and improved customer access. 

Airport managers are often found making presentations in far-flung international locations 

for this purpose. In certain circumstances, management may need to employ business 

development professionals to market the airport using market research tools, prepare and 

develop marketing plans, and out-source marketing efforts when the degree of program 

complexity exceeds internal expertise. 

 

Summary 

 
KBRA views evaluation of management as a highly complex and critical element in its 

airport credit analysis. KBRA believes that expertise and experience are crucial factors in 

competent airport management. The hallmark of an effective management team is 

formulation of the vision and values, policies and procedures necessary for effective current 

and future airport operation.  
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