
    

  

 

 
 

 
 

 

  
Mexico City Airport Trust  
  
Hogan Lovells Bondholder Group Open to Discuss MexCat Deal 
Following Surprise $1.8B Cash Offer  
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An ad hoc group of Mexico City Airport Trust, or MexCat, noteholders, is said to be willing to 
discuss with the issuer and other appropriate parties about a potential deal that would make sense 
for investors as well as how to address the bonds, after the special purpose vehicle launched a 
surprise cash tender without consulting the noteholders represented by Hogan Lovells, sources 
familiar with the matter said. 
 
MexCat’s $1.8 billion bond repurchase proposal worries its creditors as it weakens their collateral 
package in a number of ways, the sources said, as detailed below. A majority of bondholders need 
to agree and consent to the tender offer for the deal to go through. The Hogan Lovells ad hoc 
group announced on Nov. 20 that it comprises bondholders holding more than 16.7% of the $6 
billion senior secured notes. 
 
On the other hand, the bondholders would still benefit from the passenger charges from the 
existing airport, and the tender, if goes through, would result in lower leverage and better credit 
metrics.The deal also provides a certain degree of certainty. Absent an agreement, MexCat could 
face an event of default, put the repayment of the notes at risk, and the parties would lock horns in 
a prolonged battle over the bonds’ terms and treatment, the sources said. 
 
Newly inaugurated president Andrés Manuel López Obrador, known as AMLO, said yesterday that 
the bond buyback does not imply that the proposed construction of two new runways at the Santa 
Lucía military base would not be going forward. At the same time, however, the public trust fund, 
fideicomiso público, where MXN 115 billion of construction funds are held, as reported, will be 
maintained as all of the claims need to be settled, he said, reiterating that the government will 
support investors and contractors as guarantor for the project. "The trust continues until the 
entire process that has to do with investments is completed,” he said.  
 
AMLO announced at the end of October that the project for the construction of the Nuevo 
Aeropuerto Internacional de la Ciudad de México, or NAIM, in Texcoco would be suspended after 
about one million people voted against it in a referendum and instead, chose to expand the current 
international airport, Benito Juárez International Airport, and build two new runways at the Santa 
Lucía military base, while also expanding the airport in the town of Toluca. 
 
Mexico’s Ministry of Finance and Public Credit, Ministry of Communications and Transportation, 
and Hogan Lovells did not respond to requests for comment. 
 
A capital structure is below: 
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Jitters Over Consent 
 
The offer, which serves as an option for the bondholders, asks the creditors for their consent to 
release a security interest over the passenger charges and other assets relating to the proposed 
Texcoco Airport under construction. In addition, the proposal calls for the removal of certain 
covenants and events of default regarding the proposed new NAIM airport, and amends the 
minimum debt service coverage ratio test that the entity must satisfy before making restricted 
payments. 
 
Bondholders could use the preliminary terms of the tender offer to ask for a more robust collateral 
package. The existing collateral includes the right to collect cash flow from taxes levied on 
customers of the existing airport in Mexico City, called a Tarifa de uso de aeropuerto, or TUA, 
which would be substituted with the TUA from the new airport once it became operational, 
according to the prospectus for the notes. The passenger traffic at the new airport was expected to 
exceed that of the old airport, which would thus result in higher cash flow to the bondholders. 
 
The new airport had projected capacity of 57 million for the first phase of the project, about 80 
million by 2030 and 125 million by 2065, according to the prospectus for the notes. The current 
airport received 44 million last year, according to the most recent figures, but has been operating 
above a capacity of 34 million annually. Toluca received 700,000 in 2017, but is said to have 
capacity for 8 million. Passenger figures for the Santa Lucia project are as of yet unclear. 
 
The proposed tender offer releases the security interest over the passenger charges related to the 
new Texcoco airport, but it does not offer any new security interest over future passenger taxes 
from the Santa Lucía project or any other new projects. The fact that MexCat’s proposed deal does 
not offer to replace the guarantees from the new airport with revenue or guarantees from other 
new projects caught some creditors by surprise and could deter participation in the transaction 
because the proposal could result in less cash flowing to bondholders compared to cash flow 
expectations under the originally planned project. 
 
The tender offer will be held in a modified Dutch auction which allows bondholders to submit 
notes voluntarily for repurchase between 90 cents and par, which represents a premium over the 
prevailing prices in the secondary market before the public consultation was voted upon. Investors 
can also choose to maintain their positions and provide only their consent to the proposed 
amendments to the terms of the indentures. Sources said that prices could be closer to 90 cents as 
investors who bought in the mid-to-high 70s would be likely to cash out at 90 cents. 
 
Prior to the public consultation, MexCat’s bonds traded in the high 80s and the low 90s, but they 
showed signs of weakness as the vote neared. The bonds dropped to about 77 last week, before 
news circulated in the Mexican media over the weekend that an offer was being prepared and the 
airport’s construction would continue while a study around the strategic plan for the project is 
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completed, pushing bids up to the mid-to-high 80s, before eventually settling at about 85 after the 
terms of the tender were released to the public. The objective of the repurchase of bonds as well as 
the continuation of the construction works is to guarantee the investments made and avoid a 
default, AMLO said during the morning press conference yesterday. 
 
Those who tender their notes before the early deadline of Dec. 17 at 5 p.m. ET, would deliver their 
consent for all the bonds tendered in return for a consent fee of 75 basis points, as well as an early 
tender premium of 500 bps. The consent provision also unsettled creditors, according to sources, 
because holders that tender their bonds before the early deadline essentially consent to the debt 
document amendments, even if their bonds were prorated or returned. 
 
Potential Deleveraging 
 
The bondholders would benefit from the passenger charges from the existing airport, and the 
tender, if it goes through would result in lower leverage and better credit metrics. 
 
If the “opportunistic” tender offer succeeds, acceleration risks would disappear, and leverage 
would fall, which would lead to an improvement in credit metrics, mainly the debt service 
coverage ratio, according to S&P Global Ratings. The ratings company said in a note today that the 
structure will remain unchanged as the TUA, the outgoing passenger charge, will continue to be 
the collateral for the debt, and there is no modification to the cash flow waterfall. 
 
“Overall, the government’s strategy to cancel the project harbors a considerable degree of 
uncertainty,” S&P said. Interestingly, the rating agency notes that its original approach to 
MexCat’s rating considered only the cash flows of the existing airport because “a project as large 
and expensive” as building the new airport “would probably result in delays, cost overruns, etc.” 
To that end, S&P assumed no other cash flows from the existing airport “even though we expected 
at some point there would be additional capacity and the cash flows from NAICM’s TUA.” Now 
that the construction of the new airport has been canceled, the cash flows from the existing airport 
“are no longer a downside case because there is no possible upside in the sense of a new and larger 
facility.” 
 
Both S&P and Moody’s Investors Service continue to review MexCat for downgrade, with the latter 
considering pushing MexCat bonds into junk territory. S&P said it sees the tender offer as an 
integral part of the government's strategy to discontinue the project. Moody’s said it would 
reassess the dependence and support assumptions with respect to the Mexican government in its 
analysis. 
 
If the trust fails to get the consent, S&P warns, MexCat could eventually face an event of default, 
which in turn could put at risk the timely payment of the notes. MexCat could face deterioration in 
the trust's credit metrics amid marginal additional traffic growth without the new airport NAICM 
and its additional capacity, or difficulties to refinance the bullet notes at maturity. This would put 
downward pressure on its bonds. The parties could also lock horns in a prolonged battle over the 
bonds’ terms and treatment, according to sources. 
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