
INFRASTRUCTURE AND PROJECT FINANCE

SECTOR IN-DEPTH
4 March 2020

TABLE OF CONTENTS
Transaction day growth has been
slowing because of weakening car
rental demand, despite strong O&D
enplanement growth 2
Strong DSCR provides the first
level of protection for most rated
ConRACs; restricted cash balances
further reduce risks posed by
competing technologies 4
Structural features provide additional
support if additional revenue is
necessary to satisfy debt service
obligations 5
Appendix A 7
Appendix B 8
Moody’s related publications 9

Contacts

Ozlem Kose +1.212.553.1486
Associate Analyst
ozlem.kose@moodys.com

Earl Heffintrayer,CFA +1.214.979.6860
VP-Senior Analyst
earl.heffintrayer@moodys.com

Kurt Krummenacker +1.212.553.7207
Senior Vice President/Manager
kurt.krummenacker@moodys.com

CLIENT SERVICES

Americas 1-212-553-1653

Asia Pacific 852-3551-3077

Japan 81-3-5408-4100

EMEA 44-20-7772-5454

Airports – US

Airport rental car facilities can withstand
disruptive transportation technologies
Despite strong passenger growth levels at US airports, growth of consolidated rental car
facilities (ConRACs) utilization is not keeping pace. Competition from ride-sharing companies
like Uber and Lyft, known as transportation network companies (TNCs), reduces the revenue
potential of on-airport customer facility charge (CFC) rental car fees in many markets.
While structural features, high debt service coverage levels and robust liquidity mitigate
TNC-related risk for many, some ConRACs are exposed to greater risks from cost-reducing
emerging technologies like autonomous vehicles, which are only expected to become
competitive 10-15 years from now.

» Transaction days growth has been slowing because of weakening car rental
demand, despite strong origination and destination (O&D) enplanement growth.
In fiscal year 2018, median transaction days growth rate was 3.8% compared to median
passenger enplanements growth of 7.3% at the airports at which our rated ConRACs are
located. In the same period, demand for rental cars has fallen as evidenced by transaction
days per O&D enplanement declining to 0.40x from 0.46x in fiscal 2015, resulting in
slower revenue growth.

» Strong debt service coverage ratio (DSCR) provides the first level of protection
for most rated ConRACs; restricted cash balances further reduce risks posed by
competing technologies. Most ConRACs have strong DSCRs that provide margin to
withstand slow erosion of rental car demand. However, the length of time that debt
remains outstanding and escalating debt service requirements increase the risk of longer
term erosion. High CFC cash balances can also be used to reduce debt when bonds can be
called, which further reduces the risk from emerging technologies.

» Structural features provide additional support if additional revenue is necessary
to satisfy debt service obligations. Most of the 18 ConRACs we rate include provisions
allowing them to increase CFC rates at the discretion of the airport director and/or to
charge a contingent fee to rental car companies to provide additional funds to pay debt
service in the event of a shortfall in CFC collections.

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1208855
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About consolidated rental car facilities

ConRACs are typically multilevel parking structures built by airports that allow different rental car companies to operate in one facility
on airport property. The airport operators issue bonds to fund the construction of the facility, and the bonds are usually backed by some
combinations of fees that are charged per car for each rental day (a CFC) and space rentals paid by the rental car companies. Rental car end-
users pay CFCs, which rental car companies collect and then remit to the airport. ConRACs' fees, charges and operating terms are governed by
leases and concession agreements with rental car companies.

Exhibit 1

ConRACs we rate

Issuer Name Rating

Most recent 

DSCR

Ability to increase 

CFC rates

Ability to charge 

contingent rent

Charlotte (City of) NC Arpt. Ent. - Car Rental Fac. A2 stable 1.88 Yes Yes

Phoenix (City of) AZ Airport Enterprise - Car Rental Facility Bonds A2 stable 1.68 Yes Yes

Metro. Nashville Apt. Auth., TN - Cons. Rental Car Fac. A2 stable 3.76 Yes No

Hawaii (State of) - Airport System Customer Facility Charge A2 stable 5.27 Yes Yes

Atlanta (City of) GA Airport Enterprise (Consolidated Rental Car Facility Project) A2 stable 1.62 Yes No

MD Trans. Auth. - BWI Airport Consolidated Rental Car Fac. A3 stable 1.49 Yes Yes

Massachusetts Port Authority - ConRAC Proj. A3 stable 2.56 Yes Yes

City of Houston TX Airprt Enter - Car Rental Fac. A3 stable 1.59 Yes No

Austin (City of) TX - Airport Rental Car Special Facility A3 stable 1.77 Yes Yes

San Diego Co. Reg Apt Auth., CA CRCF A3 stable 1.98 No Yes

Hillsborough Cnty Aviation Auth, FL - ConRAC Proj. A3 stable 2.43 Yes Yes

San Antonio (City of) TX - Airport Consolidated Rental Car Special Facilities Project A3 stable 1.46 Yes Yes

Kenton Cnty. Airport Board, KY - Cons. Ground Trans. Fac. A3 stable 2.75 Yes Yes

Columbus Regional Airport Authority, OH - Customer Facility Charge Revenue Bonds A3 stable 3.16 Yes Yes

Chicago (City of) IL O'Hare Apt CFC Rev Bds Baa1 stable 1.83 Yes Yes

New Orleans Aviation Board, LA - Car Rentl Fac. Baa1 stable 2.21 Yes Yes

Rhode Island Airport Corp. Cons. Rental Car. Fac. Baa1 stable 1.45 Yes Yes

Alaska I.D.E.A - Airport Car Rental Fac. Baa2 stable 1.18 Yes No

Source: Moody's Investors Service

Transaction day growth has been slowing because of weakening car rental demand, despite strong
O&D enplanement growth
Sustained economic growth and increasing airline seat capacity in the last two years has translated into strong enplanement levels at
airports across the US. However, growth of rental car transactions has not grown at the same pace.1

While we typically expect rental car transaction days to grow in parallel with passenger traffic, transaction growth has been
considerably slower in the last three years (see Exhibit 2).2 This divergence correlates with increased market penetration of TNCs such
as Uber and Lyft, highlighting the growing competitive threat to ConRACs. We expect transaction days will continue to grow at a
slower pace than enplanement growth.

2          4 March 2020 Airports – US: Airport rental car facilities can withstand disruptive transportation technologies
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Exhibit 2

Lower median transaction days per O&D enplanement growth rate and lower demand reflect increased TNC market penetration
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The most accurate way to represent utilization, or demand, for rental cars is measuring transaction days per destination enplanements,
or passengers who visit the airport and will potentially rent a car. However, only seven airports with rated ConRACs provided
enplanement information that provides a breakdown between origination and destination statistics (see Exhibit 3).

Exhibit 3

All of the airports show decline in transaction days per destination enplanement
Current fiscal year compared to fiscal 2015

.x

.2x

.4x

.6x

.8x

1.x

1.2x

1.4x

Hawaii Columbus Charlotte Phoenix Austin Massport Chicago

T
ra

n
s
a

c
ti
o

n
 d

a
y
s
 p

e
r 

d
e

s
ti
n

a
ti
o

n
  

e
n

p
la

n
e
m

e
n

t 

CONRACs

Current Loss from 2015

While the current fiscal year for Charlotte, Phoenix, Austin and Massport is 2019, it is 2018 for the rest.
Source: Moody's Investors Service

Because few airports are able to provide information distinguishing between origination enplanement — passengers who start their
journey at the airport without the use of car rental services — and destination enplanements, we assessed the demand with the next
best measurement, which is transaction days per O&D enplanement. Apart from Hawaii, transaction days per O&D enplanement in
fiscal 2018 compared to fiscal 2015 was stable or declined in all the ConRACs we rate (see Exhibit 4).
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Exhibit 4

Hawaii is the only ConRAC that we rate that shows an increase in transaction days per O&D enplanement
Fiscal 2015 and fiscal 2018 (fiscal 2019 in some cases)
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Fiscal 2019 data is only available for Phoenix, RIAC, Nashville, San Diego, Charlotte, Austin, Atlanta and Massport. The current fiscal year for these ConRACs is 2019, while the fiscal year for
the rest is 2018
Source: Moody's Investors Service

In many airports, origination enplanements grow proportionally to destination enplanements. However, the growth in destination
enplanements in the airport where the Hawaii ConRAC is located has been higher than the growth in origination enplanements.
This resulted in an increase in transaction days per O&D enplanement while transaction days per destination enplanement actually
declined. This indicates that rental car demand at Hawaii has declined, similar to the other rated ConRACs.

The decline in rental car demand resulted in slowing growth of total CFC collections, which is the primary recurring revenue source for
CFC bonds; CFCs are charged for each transaction day. While total CFC collections grew 12.4% in fiscal 2015, the growth rate dwindled
to 4.8% in fiscal 2018 (see Exhibit 5).

Exhibit 5

Decline in rental car demand depressed revenue growth
Fiscal 2015 to fiscal 2018
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Strong DSCR provides the first level of protection for most rated ConRACs; restricted cash balances
further reduce risks posed by competing technologies
Strong DSCR at most facilities (Exhibit 1) provides the ability to withstand continued erosion of rental car demand and still make debt
service payments. However, the longer that debt remains outstanding and if debt service requirements increase throughout the life of
the bonds, the greater the risk that longer term credit quality erosion grows (see Exhibit 6). In addition to competition from TNCs, the
rental car industry's exposure to disruption from automated vehicles over the long term makes this risk more acute. We believe that
the autonomous driving landscape will evolve radically in the next several years. However, the shift to fully autonomous vehicles that
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https://www.moodys.com/research/Automotive-Global-Autonomous-driving-efforts-pick-up-pace-GM-ahead--PBC_1145001
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require no manual intervention would require consumer acceptance, regulatory approvals and technological advancements which will
take at least 10-15 years from now.

Among ConRACs we rate, Nashville and Atlanta can withstand the greatest compounded annual drop in usage — more than 6.5%
— before needing to raise CFC rates or rely on contingent rent, given their short remaining life of debt. Nashville also has one of the
strongest DSCR, 3.8x in fiscal 2019, among the ConRACs we rate (see Exhibit 6).

Exhibit 6

While Nashville can withstand the greatest drop in CFC collections to satisfy its debt service obligations at maturity, only Alaska will
require an increase in collections because of its escalating debt service profile
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Some ConRACs have greater exposure to long-term risks and are more susceptible to demand declines. Among the weakest,
Alaska requires compounded CFC collection growth of 1.8% through its debt maturity in 2035 because of escalating debt service
requirements, meaning that Alaska will likely have to rely on increasing CFC rates if current usage trends continue. This compares
unfavorably to the median 2.6% loss of rated ConRACs. Alaska also has one of the lowest DSCR levels of 1.2x within our rated ConRACs
(see Appendix A for sector medians).

San Antonio can only withstand a loss of less than 1% annually (corresponds to less than $130k) to still make debt service payments in
the final year of maturity at current CFC rates due to its steeply increasing debt service requirements. The ConRAC that has the longest
debt tenor, Chicago, can withstand a loss of less than 2% annually to be able to make debt service payments. Chicago's debt matures in
2052.

High CFC cash balances can also be used to increase flexibility by reducing debt levels. Cash received from CFCs can only be used for
debt service or the facility's operating expenses, which are typically minimal. Given high levels of DSCR, CFC balances will accumulate
annually if collections stay near current levels and can be used to reduce debt when the bonds are callable, which is typically 10 years
from the date of issuance for US-based transactions. Nashville pursued this strategy when its bonds were able to be called, significantly
reducing its debt burden and providing greater flexibility to withstand a decline in CFC collections.

Structural features provide additional support if additional revenue is necessary to satisfy debt service
obligations
Most of the ConRACs that we rate have the ability to raise the CFC rate to maintain revenue. Many also have leases with rental car
companies allowing ConRACs to charge contingent rent to provide additional funds if CFC collections are insufficient to pay debt
service (see Exhibit 1). Facilities that lack these provisions have more risk from declining transaction day risk. While most of the 18
ConRACs we rate can increase CFC rates if needed, only San Diego faces state restrictions3 on its ability to raise the CFC rate. Rate
raising is not uncommon and has not led to significant elasticity in demand. Houston and Cincinnati/Northern Kentucky are the
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https://www.moodys.com/credit-ratings/Alaska-IDEA-Airport-Car-Rental-Fac-credit-rating-822383591
https://www.moodys.com/credit-ratings/San-Antonio-City-of-TX-Airport-Consolidated-Rental-Car-Special-credit-rating-904609018
https://www.moodys.com/credit-ratings/Chicago-City-of-IL-OHare-Apt-CFC-Rev-Bds-credit-rating-901322356?emsk=1&isMaturityNotDebt=0&isWithDrawnIncluded=0&emvalue=901322356
https://www.moodys.com/credit-ratings/Metro-NashvilleAptAuth-TN-ConsRentalCarFac-credit-rating-821914158
https://www.moodys.com/credit-ratings/San-Diego-Co-Reg-Apt-Auth-CA-CRCF-credit-rating-901938736
https://www.moodys.com/credit-ratings/City-of-HoustnTX-Airprt-Enter-Car-Rental-Fac-credit-rating-821381087
https://www.moodys.com/credit-ratings/Kenton-Cnty-Airport-Board-KY-Cons-Ground-Trans-Fac-credit-rating-905722454
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examples of the ConRACs that implemented rate increases in the last three years for reasons specific to each ConRAC. Houston raised
its rates to compensate for a decline in transaction days and Cincinnati/Northern Kentucky to finance its construction project.

An excessive increase in CFC rates weakens credit quality of ConRACs because higher CFC rates provide less room for future increases
and may reduce competitiveness. Even though the CFC rate increases were material at both Houston and Cincinnati/Northern
Kentucky — 33% and 25%, respectively — leaving less room for future rate increases, demand for rental cars continued to increase in
both of the ConRACs, demonstrating that rental car transactions are price inelastic to CFC rates.

The ability to charge rental car companies contingent rent in the event of CFC shortfalls is more common for recently financed rental
car facilities (see Exhibit 1). This feature is governed under a rental car facility lease and license/concession agreement with rental car
companies. Even though none of the ConRACs we rate has called on this feature yet, we believe that the rental car companies have an
incentive to pay the required contingent rent to be able to continue to operate in the airport facility. The rental car sector is dominated
by three companies — Avis Budget Car Rental, LLC (Ba3 stable), Enterprise Holdings, Inc. (ERAC USA Finance LLC: Baa1 stable) and The
Hertz Corporation (B2 stable). We view these companies to have sufficient credit quality to make contingent rate payments.
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https://www.moodys.com/credit-ratings/Avis-Budget-Car-Rental-LLC-credit-rating-809326972
https://www.moodys.com/credit-ratings/Enterprise-Holdings-Inc-credit-rating-600014782
https://www.moodys.com/credit-ratings/Hertz-Corporation-The-credit-rating-809026435
https://www.moodys.com/credit-ratings/Hertz-Corporation-The-credit-rating-809026435
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Appendix A

Exhibit 7

US ConRAC sector medians

 2015 2016 2017 2018 2019

Transaction days (millions) 3.06 3.33 3.42 3.43 4.02 

Transaction day growth rate 8.0% 3.8% 1.4% 3.8% 2.0%

O&D enplanement growth rate 6.8% 5.6% 6.4% 7.3% 5.9%

Transaction day/O&D enplanement (x) 0.46 0.46 0.42 0.40 0.42

CFC collections growth rate 8.0% 7.3% 2.8% 4.1% 2.1%

Debt service coverage ratio by net CFC collections (x) 1.68 1.85 1.88 1.87 1.77

Debt per net CFC collections (x)                         7.37                    7.28                   6.98                   7.23                   5.69 

Fiscal 2019 medians reflect only eight of 18 rated ConRACs.
Source: Moody's Investors Service
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Appendix B

Exhibit 8

Financial metrics for all ConRACs that we rate

 Charlotte Nashville Atlanta Hawaii Phoenix Massport Houston Maryland Austin San Diego Tampa San Antonio

Cincinnati/

Northern 

Kentucky Columbus Chicago New Orleans RIAC Alaska

Fiscal Year 2018 2018 2018 2018 2018 2018 2018 2018 2018 2018 2018 2018 2018 2018 2018 2018 2018 2018

Fiscal Year A2 A2 A2 A2 A2 A3 A3 A3 A3 A3 A3 A3 A3 A3 Baa1 Baa1 Baa1 Baa2

Outlook Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable Stable

GARB Reference Rating Aa3 A1 Aa3 A1 Aa3 Aa2 Aa3 NA A1 A1 Aa3 A1 A1 NA A2 A2 Baa1 A1

GARB Outlook Stable Stable Stable Positive Stable Stable Stable NA Stable Stable Stable Stable Stable NA Stable Stable Stable Stable

Operational Metrics

CFC Rate $4.00 $4.50 $5.00 $4.50 $6.00 $6.00 $4.00 $3.75 $5.95 $9.00 $5.95 $5.50 $7.50 $6.50 $8.00 $7.95 $6.00 $4.22

Transaction Days (000s) 3,338 3,176 8,042 16,123 8,128 5,500 4,321 3,518 2,822 4,560 7,480 2,381 1,573 1,694 4,855 2,172 1,046 1,020

Transaction Day Growth 3.5% 5.4% -0.4% 3.0% 4.0% -0.2% 4.5% -2.7% 11.6% 2.0% 6.2% 11.5% 7.7% 5.2% -1.8% 1.4% 7.8% 0.0%

O&D Enplanements (000s) 6,781 6,563 20,044 15,496 15,047 18,497 11,936 9,852 7,353 11,260 10,014 4,928 4,161 4,080 23,481 6,269 2,119 2,687

O&D Enplanement Growth 3.8% 9.8% 5.2% 2.4% 4.8% 5.2% 6.8% 5.1% 15.0% 10.7% 9.0% 11.2% 13.9% 7.8% 4.7% 8.9% 17.1% 0.6%

Transaction Days/O&D Enplanement (x) .49x .48x .4x 1.04x .54x .3x .36x .36x .38x .4x .75x .48x .38x .42x .21x .35x .49x .38x

Transaction Days/Visiting Enplanement (x) 1.12x NA NA 1.17x .99x .6x NA NA .95x NA NA NA NA 1.04x .44x NA NA NA

Airport Utilzation (x) 2.48x 3.45x 3.06x 10.91x 3.18x 3.79x 1.68x 1.67x 3.39x 3.41x 3.19x 1.99x 1.91x 1.94x 2.38x 4.16x 1.31x 5.37x

Compound Annual Loss to Make Last Debt Service Payment -4.9% -7.2% -6.5% -3.4% -3.2% -3.5% -3.4% -2.6% -1.0% -2.6% -1.9% -1.0% -1.9% -1.5% -1.8% -3.7% -1.6% 1.8%

# of Years 22 10 12 30 26 22 9 14 23 25 26 27 31 30 36 22 23 17

Financial Metrics

CFC Collections ($000s) 13,351 14,290 39,918 72,554 48,751 33,003 17,285 13,194 16,793 41,037 44,381 12,765 11,930 10,444 38,837 17,269 7,460 5,058 

CFC Collection Growth 3.5% 5.4% -1.5% 3.0% 4.0% -0.2% 10.0% -2.7% 11.3% 12.3% 5.9% 19.6% 36.1% 4.1% -0.7% 1.4% 17.6% -5.9%

MADS/Current Debt Service .99x .65x 1.01x .98x 1.x 1.14x 1.16x 1.x 1.6x 1.x 1.46x 1.42x 1.52x 2.05x 1.48x .99x 1.24x 1.58x

Debt Service Coverage Ratio by Gross CFC Collections (x) 3.08x 2.39x 2.26x 5.27x 2.29x 2.35x 1.59x 1.49x 1.87x 1.91x 2.43x 1.46x 2.75x 3.16x 1.83x 2.26x 1.38x 1.18x

Debt Service Coverage Ratio by Net CFC Collections (x) 1.88x 2.13x 1.72x 5.27x 1.57x 2.35x 1.59x 1.49x 1.86x 1.91x 2.43x 1.46x 2.75x 3.16x 1.83x 2.21x 1.38x 1.18x

Debt Service Coverage Ratio by Bond Ordinance (x) 3.34x 2.39x 2.51x 5.25x 2.55x 2.65x 1.89x 1.64x 2.14x 2.21x 2.43x 1.54x 2.75x 3.16x 1.83x 5.48x 1.38x 1.18x

Debt Outstanding ($000s) 55,985 35,893 161,655 249,805 165,885 194,575 80,385 84,560 141,060 305,285 383,325 162,705 104,795 95,715 502,175 82,565 80,286 55,000 

Debt per Transaction Day ($) 17 11 20 15 20 35 19 24 50 67 51 68 67 56 103 38 77 54

Debt per net CFC Collections (x) 7.02x 2.83x 5.33x 3.44x 4.96x 5.9x 4.65x 6.41x 8.41x 7.44x 8.64x 12.75x 8.78x 9.16x 12.93x 4.89x 10.76x 10.87x

Total CFC Balances 33,117 20,187 65,422 198,271 101,910 80,793 41,303 20,724 39,256 76,984 47,793 19,709 8,209 8,474 109,540 29,317 32,000 1,000 

CFC Balances/MADS (x) 7.49x 5.18x 3.59x 13.99x 4.79x 5.07x 3.26x 2.28x 2.62x 3.51x 1.8x 1.58x 1.25x 1.25x 3.49x 3.86x 4.78x .15x

CFC Balances/Debt .59x .56x .4x .79x .61x .42x .51x .25x .28x .25x .12x .12x .08x .09x .22x .36x .4x .02x

Structural Considerations

Final maturity 2041 2029 2031 2047 2029 2041 2028 2032 2042 2044 2044 2045 2049 2048 2052 2040 2036 2035

Ability to Charge Contingent Rent Yes No No Yes Yes Yes No Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes No

Rate Covenant (x) 1.25x 1.25x 1.25x 1.4x 1.25x 1.3x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.35x 1.25x 1.25x

Amont of rate covenant from rolling coverage .25x .25x .25x .25x .25x .3x .25x .15x NA .25x .25x .25x .25x .25x .25x .25x .25x .25x

CFC Unlimited? Yes Yes Yes Yes Yes Yes Yes Yes Yes No Yes Yes Yes Yes Yes Yes Yes Yes

Source: Moody's Investors Service

8          4 March 2020 Airports – US: Airport rental car facilities can withstand disruptive transportation technologies



MOODY'S INVESTORS SERVICE INFRASTRUCTURE AND PROJECT FINANCE

Moody’s related publications
Outlook

» Airports – US: 2020 outlook positive as strong demand and low fuel costs drive higher airline capacity, December 2019

Sector In-Depths

» Airports - US: Fiscal 2018 Medians: Economic growth, lower fares continue to underpin financial performance, November 2019

» Airports - US: Fixed revenue, strong DSCRs will fortify US airports through a mild recession, September 2019

» Airports - US: Parking and CFC bonds face credit pressure from Uber, Lyft, but airports are protected, April 2018

» Automotive – Global: Autonomous driving efforts pick up pace; GM ahead with Honda investment in Cruise, October 2018

» Airports - US: Construction Risk Is Low for ConRACs, February 2016

Sector Comment

» Cross-Sector – Global: Waymo's self-driving milestone highlights mixed credit implications of mobility shift, October 2018

Endnotes
1 Enplanements are the number of people who depart from an airport on a flight.

2 A transaction day represents one day utilization of a rental car.

3 The California Civil Code currently restricts CFCs to no more than $9 per day for no more than 5 days.
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