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RATING ACTION COMMENTARY

Fitch Takes Rating
Actions on North
American Ports Amid
Coronavirus
Disruptions
Mon 30 Mar, 2020 - 3:07 PM ET

Fitch Ratings - New York - 30 Mar 2020: Fitch Ratings has taken rating actions for

the following North American port credits:

--Alameda Corridor Transportation Authority (CA): affirmed at 'A'/'BBB+'/'BBB';

Outlook revised to Negative from Stable;

--Broward County (FL): affirmed at 'A'; Outlook revised to Negative from Stable;

-- Canaveral Port Authority: affirmed at 'A'; Outlook revised to Negative from Stable;

-- Miami-Dade County (FL) [Port Facilities]: affirmed at 'A'; Outlook revised to

Negative from Stable.

Fitch has also affirmed the ratings on the following ports:
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--Alabama State Port Authority (AL) at 'BBB+';

--Hawaii Department of Transportation (HI) [Port Facilities at 'AA-';

--Hillsborough County Port District (FL) at 'A';

--Jacksonville Port Authority (FL) at 'A';

--Long Beach (CA) [Port Facilities] (Sr/Sub TIFIA) at 'AA'/'AA-';

--Los Angeles Harbor Department (CA) at 'AA';

--Northern Mariana Islands, Commonwealth of (MP) [Port Facilities] at 'BB';

--Port Commission of San Francisco (CA) at 'A';

--Port of Beaumont Navigation District (TX) at 'AA-' ;

--San Diego Unified Port District (CA) at 'A+';

--Port of Houston Authority (TX) (IDR/GO) at 'AA'/'AA'.

Fitch has also recently revised its Sector Outlook for North American Ports to

Negative from Stable, indicating that market conditions across the sector are

generally on a negative trajectory; please refer to the full report at this link:

https://www.fitchratings.com/site/re/10115670.

RATING RATIONALE

North American Port Rating Actions

The recent outbreak of coronavirus and related government containment measures

worldwide creates an uncertain global environment for both cargo and cruise

operations in the near term. While the latest available issuer data may not yet

indicate impairment, material changes in revenue and cost profiles are occurring

across the sector and will worsen in the coming weeks and months as economic

activity suffers and government restrictions are maintained or expanded.

https://www.fitchratings.com/site/re/10115670
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Fitch's ratings are forward-looking in nature, and Fitch will monitor developments in

the sector as a result 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.

Alameda Corridor Transportation Authority (ACTA)

The Negative Outlook reflects greater downside risk from coronavirus-related

volume disruptions, due to ACTA's modest levels of unrestricted cash as compared

to upcoming fiscal 2020 debt service payments, coupled with reliance on continued

growth in excess of inflation to cover its backloaded debt service. Negative volume

trends due to decreased global demand and the extended Chinese Lunar New Year

are expected to have a greater negative effect on ACTA than on the ports it services,

given ACTA's liquidity position and accelerating debt service profile.

Broward County (FL)

The Negative Outlook for Broward County Port Everglades reflects higher exposure

to coronavirus-related disruptions due to the port's sizable cruise operations and its

vulnerability to a significant, extended decline in cruise activities. The port benefits

from substantial unrestricted cash and investments, which equal nearly two years of

operating costs and are viewed as sufficient to cover fiscal 2020 debt service

payments and support operations in the near term. Fitch also recognizes the

diversified nature of the port's revenue streams, with cruise making up just over a

third of revenues. Nonetheless, a prolonged cruise shutdown with soft demand

thereafter would deplete overall port cash and reduce margins, pressuring the

rating.

Canaveral Port Authority (FL)

The Negative Outlook for Canaveral reflects a more acute downside risk from

coronavirus-related disruptions due to the sizable role of cruise in the port's

operations, generating roughly 75% of revenues, and resulting in greater

vulnerability in the event of a significant, extended decline in cruise activities. The

port's unrestricted cash and investments are more than adequate to make fiscal

2020 debt service payments and provide support for operations during an

immediate period of volatility. However, ongoing cruise shutdowns for a prolonged

period followed by soft demand thereafter would deplete cash and reduce margins,

eroding port financial strength and putting pressure on the current rating.
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Canaveral has contractual minimum annual guarantees (MAGs) with shipping lines

and cruise lines that have historically helped to insulate port revenues from volume

and passenger volatility during periods of economic stress. At Canaveral, Royal

Caribbean and Norwegian have declared force majeure events under their

contracts, which will provide cruise lines relief from meeting their MAGs levels

during their contract year if cruise operations are suspended for a prolonged period.

Relief depends on the length of the force majeure event and performance for the

remainder of the contract year.

Miami-Dade County (FL) [Port Facilities]

The Negative Outlook for Miami reflects potential for downside risk from

coronavirus-related disruptions due to the port's significant cruise operations.

Cruise accounts for roughly 60% of port revenues, making Miami vulnerable in the

event of a significant, extended decline in cruise activity. Miami's substantial

unrestricted cash and investments are sufficient to cover fiscal 2020 debt service

payments and support operations in the near term. However, a prolonged shutdown

with reduced demand for cruise thereafter would weaken the port's financial

strength and put downward pressure on the rating.

Favorably, PortMiami has substantial, long-term MAGs with both cruise and cargo

operators that have historically helped to insulate port revenues from volume and

passenger volatility. However, given the current suspension of cruise activities, the

financial condition of counterparties may be strained. PortMiami is in open dialogue

with both its cruise and cargo operators, but no force majeure events have been filed

to date.

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:
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--A return to a Stable Outlook could be possible, and the ratings affirmed, if Fitch

sees sustained recovery in volume and revenues due to the easing of pandemic-

imposed restrictions resulting in normal throughput and/or passenger patterns or

the adaption of strategies that convincingly stabilizes the finances.

Developments That May, Individually or Collectively, Lead to Negative Rating

Action:

--A continued period of material throughput declines that presents further

challenges to stabilize the finances of the affected ports;

--Further credit erosion of the major shippers, terminal operators, or cruise

counterparties that result in payment delinquencies to the ports;

--Sustained deterioration in port 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

https://www.fitchratings.com/site/re/10111579.

CREDIT UPDATE

North American Port Considerations

The coronavirus pandemic is having sizable and wide-ranging effects on the port

space, both through disruptions to supply chains stemming from the first rounds of

infection in Asia in addition to global government-imposed restrictions on

https://www.fitchratings.com/site/re/10111579
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individuals, businesses, and corporations alike. The former directly affects cargo

port volumes, while the latter affects both cruise port passengers and the broader

global consumer demand that drives U.S. imports and exports. Economic effects of

the coronavirus are expected to generate throughput and passenger declines along

with financial stresses well in excess of what Fitch expects under typical

recessionary conditions.

As a result, Fitch has implemented this portfolio-wide review of its standalone port

credits in North America, focusing on available liquidity, port business mix, and

counterparty exposure, as well as the implications for throughput, revenues and

expenses as ports face severe near-term stresses.

FINANCIAL ANALYSIS

Fitch Cases

Fitch developed two primary scenarios that serve as the basis for its review of North

American ports. The Rating Case scenario contemplates port revenue declines of

20% to 25% in 2020, as a result of pandemic-related disruptions, with contractual

Minimum Annual Guarantees (MAGs) used as a floor for revenues. It is expected

that revenues will remain depressed in 2021, at only 90% of 2019 levels. Thereafter,

revenue growth rates will mirror prior Rating Case growth rates off the lower

revenue base and not reach 2019 levels until 2022 or later.

For Cargo, the first half of 2020 (H1) assumes overall volume declines of 20%-30%,

which reflects coronavirus shutdowns and blank sailings in the February-March

timeframe on top of normal lunar new year seasonal declines in transpacific cargo,

followed by continuing declines of 30%-40% through June due to softening demand

as the illness slows activity in western consumer markets. H2 2020 reflects a decline

of 10% yoy, recognizing the already low base in H2 2019 from tariff-related volume

declines and overall lessened demand.

For Cruise, H1 2020 reflects what is normally a slow period for the cruise industry,

followed by voluntary shutdowns by the cruise lines starting in March, Cruise

operations are assumed to see 50%+ declines in volumes depending on the length of

shutdowns (initially announced for 30- and 60-day periods). It is assumed sailings

will return in H2 2020, but activity will be below previous years and result in a 10%

reduction in revenues.
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Fitch's more severe Sensitivity Case assumes the same volume effects as above, but

also assumes contractual minimums are not honored, where applicable, due to

liquidity or bankruptcy issues at the counterparties.

In addition, Fitch considered an alternate case for ports with substantial cruise

operations that account for more than 10% of revenues. This case contemplates

follow-on effects from the coronavirus affecting cruise demand and activity levels

for a longer timeframe. Under this extreme scenario, Fitch considers a case where

cruise revenues see no growth in fiscal 2021, after the fiscal 2020 25% decline in

revenue, only returning to 90% of 2019 levels in fiscal 2022 and then resuming prior

rating case growth rates.

The results of these scenarios will be published as a Ratings Scorecard.

CRITERIA VARIATION

For Port of Houston Authority, Fitch's analysis supporting the 'AA' IDR on the port

includes a variation from the 'Infrastructure and Project Finance Rating Criteria'.

Enhanced analysis under the variation relates to the evaluation of the strength of

the tax revenue and legal framework to support operations. This evaluation is

supported by Fitch's "U.S. Tax-Supported Rating Criteria".

Public Ratings with Credit Linkage to Other Ratings

Links to last published issuer RACs with Key Rating Driver assessments covered in

the above rating actions:

https://www.fitchratings.com/site/pr/10062496

https://www.fitchratings.com/site/pr/10066411

https://www.fitchratings.com/site/pr/10068345

https://www.fitchratings.com/site/pr/10101778

https://www.fitchratings.com/site/pr/10109140

https://www.fitchratings.com/site/pr/10062496
https://www.fitchratings.com/site/pr/10066411
https://www.fitchratings.com/site/pr/10068345
https://www.fitchratings.com/site/pr/10101778
https://www.fitchratings.com/site/pr/10109140
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https://www.fitchratings.com/site/pr/10084676

https://www.fitchratings.com/site/pr/10064794

https://www.fitchratings.com/site/pr/10107401

https://www.fitchratings.com/site/pr/10109906

https://www.fitchratings.com/site/pr/10070550

https://www.fitchratings.com/site/pr/10077150

https://www.fitchratings.com/site/pr/10106792

https://www.fitchratings.com/site/pr/10061934

https://www.fitchratings.com/site/pr/10069762

https://www.fitchratings.com/site/pr/10077157

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.

ESG CONSIDERATIONS

No proposed changes to any outstanding ESG scores for any of the port credits

reviewed. With the exceptions of Los Angeles Harbor Department, Port of Long

Beach, and Alameda Corridor Transportation Authority (below), the highest level of

ESG credit relevance is a score of 3 -ESG issues are credit neutral or have only a

minimal credit impact on the entity, either due to their nature or the way in which

they are being managed by the entity.

Los Angeles Harbor Department, Port of Long Beach, and Alameda Corridor

Transportation Authority all have an ESG relevance score of 4 for Labor Relations

and Practices due to follow-on impacts of labor relations between port tenants and

https://www.fitchratings.com/site/pr/10084676
https://www.fitchratings.com/site/pr/10064794
https://www.fitchratings.com/site/pr/10107401
https://www.fitchratings.com/site/pr/10109906
https://www.fitchratings.com/site/pr/10070550
https://www.fitchratings.com/site/pr/10077150
https://www.fitchratings.com/site/pr/10106792
https://www.fitchratings.com/site/pr/10061934
https://www.fitchratings.com/site/pr/10069762
https://www.fitchratings.com/site/pr/10077157
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longshoremen during periods of contract negotiations, which may potentially have a

negative impact to the credit profiles, and are relevant to the ratings in conjunction

with other factors.

For more information on Fitch's ESG Relevance Scores, visit

www.fitchratings.com/esg.

VIEW ADDITIONAL RATING DETAILS

Additional information is available on www.fitchratings.com

APPLICABLE CRITERIA

Hillsborough

County Port

District (FL)

 

LT A  Affirmed

Long Beach (CA)  

Revenues/1 LT

Hillsborough

County Port

District (FL)

/Port Facilities

Revenues/1 LT

•

U.S. Public Finance Tax-Supported Rating Criteria – Effective January 10, 2020 to

March 27, 2020 (pub. 10 Jan 2020) (including rating assumption sensitivity)

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

rating assumption sensitivity)

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

http://www.fitchratings.com/esg
https://www.fitchratings.com/research/us-public-finance/us-public-finance-tax-supported-rating-criteria-10-01-2020
https://www.fitchratings.com/research/infrastructure-project-finance/infrastructure-project-finance-rating-criteria-24-03-2020
https://www.fitchratings.com/research/us-public-finance/ports-rating-criteria-24-03-2020
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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

DISCLAIMER

ALL FITCH 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-47ec-b8f1-

183c01b51b08/Rating%20Definitions%20-%203%20May%202019%20v3%206-

11-19.pdf DETAILS FITCH'S RATING DEFINITIONS FOR EACH RATING SCALE

Alabama State Port Authority (AL) EU Endorsed

Alameda Corridor Transportation Authority (CA) EU Endorsed

Broward County (FL) EU Endorsed

Canaveral Port Authority (FL) EU Endorsed

Commonwealth Ports Authority (Northern Mariana Islands) (MP) EU Endorsed

Hawaii Department of Transportation EU Endorsed

Hillsborough County Port District EU Endorsed

Jacksonville Port Authority (FL) EU Endorsed

Long Beach (CA) EU Endorsed

Los Angeles Harbor Department (CA) EU Endorsed

Miami-Dade County (FL) EU Endorsed

Port Commission of San Francisco (CA) EU Endorsed

Port of Beaumont Navigation District (TX) EU Endorsed

Port of Houston Authority (TX) EU Endorsed

San Diego Unified Port District (CA) EU Endorsed

https://www.fitchratings.com/site/re/969791
https://www.fitchratings.com/research/us-public-finance/fitch-takes-rating-actions-on-north-american-ports-amid-coronavirus-disruptions-30-03-2020/dodd-frank-disclosure
https://www.fitchratings.com/regulatory
https://www.fitchratings.com/UNDERSTANDINGCREDITRATINGS
https://www.fitchratings.com/site/dam/jcr:6b03c4cd-611d-47ec-b8f1-183c01b51b08/Rating%20Definitions%20-%203%20May%202019%20v3%206-11-19.pdf
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AND RATING CATEGORIES, INCLUDING DEFINITIONS RELATING TO DEFAULT.

PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE

FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT,

CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL,

COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO

AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE.

DIRECTORS AND SHAREHOLDERS RELEVANT INTERESTS ARE AVAILABLE AT

HTTPS://WWW.FITCHRATINGS.COM/SITE/REGULATORY. FITCH MAY HAVE

PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS

RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH

THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND

ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.

READ LESS

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 (including forecast information), Fitch relies on factual

information it receives from issuers and underwriters and from other sources Fitch

believes to be credible. Fitch conducts a reasonable investigation of the factual

information relied upon by it in accordance with its ratings methodology, and

obtains reasonable verification of that information from independent sources, to the

extent such sources are available for a given security or in a given jurisdiction. The

manner of Fitch's factual investigation and the scope of the third-party verification it

obtains will vary depending on the nature of the rated security and its issuer, the

requirements and practices in the jurisdiction in which the rated security is offered

and sold and/or the issuer is located, the availability and nature of relevant public

information, access to the management of the issuer and its advisers, the availability

of pre-existing third-party verifications such as audit reports, agreed-upon

procedures letters, appraisals, actuarial reports, engineering reports, legal opinions

and other reports provided by third parties, the availability of independent and

competent third- party verification sources with respect to the particular security or

in the particular jurisdiction of the issuer, and a variety of other factors. Users of

Fitch's ratings and reports should understand that neither an enhanced factual

investigation nor any third-party verification can ensure that all of the information

Fitch relies on in connection with a rating or a report will be accurate and complete.

https://www.fitchratings.com/site/regulatory
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Ultimately, the issuer and its advisers are responsible for the accuracy of the

information they provide to Fitch and to the market in offering documents and other

reports. In issuing its ratings and its reports, Fitch must rely on the work of experts,

including independent auditors with respect to financial statements and attorneys

with respect to legal and tax matters. Further, ratings and forecasts of financial and

other information are inherently forward-looking and embody assumptions and

predictions about future events that by their nature cannot be verified as facts. As a

result, despite any verification of current facts, ratings and forecasts can be affected

by future events or conditions that were not anticipated at the time a rating or

forecast was issued or affirmed. 

The information in this report is provided "as is" without any representation or

warranty of any kind, and Fitch does not represent or warrant that the report or any

of its contents will meet any of the requirements of a recipient of the report. A Fitch

rating is an opinion as to the creditworthiness of a security. This opinion and reports

made by Fitch are based on established criteria and methodologies that Fitch is

continuously evaluating and updating. Therefore, ratings and reports are the

collective work product of Fitch and no individual, or group of individuals, is solely

responsible for a rating or a report. The rating does not address the risk of loss due

to risks other than credit risk, unless such risk is specifically mentioned. Fitch is not

engaged in the offer or sale of any security. All Fitch reports have shared authorship.

Individuals identified in a Fitch report were involved in, but are not solely

responsible for, the opinions stated therein. The individuals are named for contact

purposes only. A report providing a Fitch rating is neither a prospectus nor a

substitute for the information assembled, verified and presented to investors by the

issuer and its agents in connection with the sale of the securities. Ratings may be

changed or withdrawn at any time for any reason in the sole discretion of Fitch. Fitch

does not provide investment advice of any sort. Ratings are not a recommendation

to buy, sell, or hold any security. Ratings do not comment on the adequacy of market

price, the suitability of any security for a particular investor, or the tax-exempt

nature or taxability of payments made in respect to any security. Fitch receives fees

from issuers, insurers, guarantors, other obligors, and underwriters for rating

securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable

currency equivalent) per issue. In certain cases, Fitch will rate all or a number of

issues issued by a particular issuer, or insured or guaranteed by a particular insurer

or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000

to US$1,500,000 (or the applicable currency equivalent). The assignment,

publication, or dissemination of a rating by Fitch shall not constitute a consent by

Fitch to use its name as an expert in connection with any registration statement filed

under the United States securities laws, the Financial Services and Markets Act of
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2000 of the United Kingdom, or the securities laws of any particular jurisdiction.

Due to the relative efficiency of electronic publishing and distribution, Fitch

research may be available to electronic subscribers up to three days earlier than to

print subscribers. 

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd

holds an Australian financial services license (AFS license no. 337123) which

authorizes it to provide credit ratings to wholesale clients only. Credit ratings

information published by Fitch is not intended to be used by persons who are retail

clients within the meaning of the Corporations Act 2001

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as

a Nationally Recognized Statistical Rating Organization (the "NRSRO"). While

certain of the NRSRO's credit rating subsidiaries are listed on Item 3 of Form

NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO

(see https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries

are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings

issued by those subsidiaries are not issued on behalf of the NRSRO. However, non-

NRSRO personnel may participate in determining credit ratings issued by or on

behalf of the NRSRO.

READ LESS

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 Public Finance Infrastructure and Project Finance North America United States

https://www.fitchratings.com/site/regulatory
https://www.fitchratings.com/regulatory
https://www.fitchratings.com/us-public-finance
https://www.fitchratings.com/infrastructure-project-finance
https://www.fitchratings.com/region/north-america
https://www.fitchratings.com/region/united-states
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