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【Assignment of Ratings (Formal)】 

AAG Private Placement-1 LLC 
Tranche A Notes: A 
Tranche B Notes: BBB+ 

 

 
    Rating and Investment Information, Inc. (R&I) has announced the following ratings.  
 
 

１．OUTLINE OF THE STRUCTURE 
These ratings are for the aircraft finance backed by monetary receivables from a US-based airline 

company and aircraft (EETC). 
 

２．CREDIT RATING 
 

INSTRUMENT NAME Tranche A Notes 
RATING ACTION Assignment of a rating 
R&I RATING Long-term Issue Rating ／ A 
NOTE The rating is an assessment of the probability that the principal will be paid 

fully by the final redemption date and interest will be paid fully by 18 
months after the scheduled payment date. 

 
INSTRUMENT NAME Tranche B Notes 
RATING ACTION Assignment of a rating 
R&I RATING Long-term Issue Rating ／ BBB+ 
NOTE The rating is an assessment of the probability that the principal will be paid 

fully by the final redemption date and interest will be paid fully by 18 
months after the scheduled payment date. 

 
 

３．ABOUT INSTRUMENT 
 

ISSUER AAG Private Placement-1 LLC UNDERLYING
ASSET 

Monetary receivables from an 
airline company and aircraft 

 

INSTRUMENT NAME 
AMOUNT 
(CURRENCY) 

Sub.  
Ratio 
(*1) 

Date of  
 Issue 
 Sched. Maturity 
 Legal Maturity 

Redemp- 
tion 
(*2) 

Coupon 
Type/Rate

Tranche A Notes $ 58,000,000
(USD)

－ Nov 30, 2016
Nov 28, 2028
May 28, 2030

－ Fixed
－

Tranche B Notes $ 8,000,000
(USD)

－ Nov 30, 2016
Nov 28, 2024
May 28, 2026

－ Floater
－

  (*1) Sub. Ratio: Subordination Ratio 
 (*2) Redemption Method 
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<Outline of Scheme> 
(1) The SPV (Issuer) issues bonds (rated instrument).  
(2) The Issuer lends the issuance proceeds of the rated instrument to the airline company. Aircraft are 

pledged as collateral to secure the repayment of the loan.  
(3) The Issuer’s collateral rights and paid-in capital are pledged as collateral to secure the repayment of the 

rated instrument.  
(4) The Issuer pays principal and interest on the rated instrument with the loan principal and interest 

payments received from the airline company.  
(5) If interest on the loan is not paid during transaction period, interest on the rated instrument will be 

deferred by adding such amount to the outstanding principal amount (payment in kind) for a certain 
period. 

 
 

４. RATIONALE FOR RATING 
 

(1) Risk Factors 
The major risks associated with the transaction are described below. 

 
<Risks associated with the transaction structure> 

i) Bankruptcy remoteness of SPV 
 

<Risks associated with the underlying assets> 
ii) Credit risk of airline company 
iii) Price fluctuation risk of aircraft 
iv) Validity of collateral pledge on aircraft and possibility of collateral execution 
v) Risk of aircraft damage and accidents 

 
(2) Analysis of Risk Factors 

i) Bankruptcy remoteness of SPV 
 R&I deems the SPV to be highly bankruptcy remote, for the following reasons: 

a) The SPV’s activities are limited to the issuance of bonds and related operations.  
b) Although paid-in capital to establish the SPV is provided the airline company’s group company 

through its subsidiary, the manager is dispatched from an independent party. The manager has veto 
power over important  matters regarding the SPV’s going concern.  

c) The SPV will not bear financial obligations other than those pertaining to the rated instrument. 
 

ii) Credit risk of airline company 
 If the airline company falls into bankruptcy, the payments on the underlying loan, and hence the 
payments on the rated instrument, may be suspended. Therefore, the credit quality of the rated instrument 
is evaluated based on the creditworthiness of the airline company.  

However, the scheme of this transaction is highly tolerant, given that the definition of default for the rated 
instrument is narrower than that of the underlying loan, and the establishment of a tail period, among other 
measures. Hence, the default of the airline company will not immediately trigger a default of the rated 
instrument. In this transaction, payments on the underlying loan are likely to continue even in the event of 
bankruptcy of the airline company. Moreover, even if loan payments are suspended, the rated instrument 
is likely to be repaid by the maturity date using the funds recovered through measures such as the sale of 
the aircraft. For these reasons, R&I considers it appropriate to assign a higher rating to the rated 
instrument than that of the airline company.  

 
a) Possibility of the payments on the loan to continue in the event of bankruptcy of the airline company 
 Based on the business continuity of the airline company in the event of bankruptcy, the importance of 
the aircraft for the airline company, and the negotiation powers  held by the creditor  (possibility of 
collateral execution, collateral value, etc.) , R&I deems it extremely likely that the payments on the 
underlying loan will continue even if the airline company falls into bankruptcy.  
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b) Possibility of repayment of the rated instrument by maturity from funds recovered by selling the 

aircraft 
 Based on the possibility of collateral execution and the price stability/ liquidity of the aircraft, R&I 
deems it highly likely that the rated instrument will be repaid by the maturity date with the funds 
recovered through measures such as the sale of the aircraft, even if the payments on the underlying 
loan are suspended. 

 
iii) Price fluctuation risk of aircraft 
 If the airline company falls into bankruptcy and payments on the underlying loan are suspended, the 
aircraft will be repossessed and funds will be recovered through measures such as the sale of the aircraft. 
R&I deems this transaction to be highly tolerant to price fluctuation risk of the aircraft, given the price 
stability/ liquidity of the aircraft and the low LTV level. 
 
iv) Validity of collateral pledge on aircraft and possibility of collateral execution 
 If the establishment of right of collateral is invalid, there is a risk that the collateral rights cannot be 
exercised. Furthermore, even if the collateral is pledged appropriately, the collateral may not be executed 
immediately in cases such as where the aircraft is subject to the bankruptcy proceedings of the airline 
company. In this transaction, the collateral pledge is valid. Moreover, the airline company is a US-based 
company, in which case Chapter 1110 of the US Bankruptcy Code will apply. Hence, R&I deems the 
possibility that the collateral cannot be executed immediately to be low. 

 
v) Risk of aircraft damage and accidents 
 An aircraft may become unusable if damaged or in the event of an accident. Furthermore, claims for 
damages may be filed in the case of an accident. Based on a review of the insurance contracts, R&I 
deems such risk to be sufficiently covered by insurance. 
 

(3) Comprehensive Evaluation 
R&I has assigned the Long-term Issue Rating on the rated instrument based on a comprehensive 

evaluation. 
 
 

５．RATING METHODOLOGY 
The primary rating methodologies applied to these ratings are: 

Announced in TITLE 
November 2016 Chapter 1: General 
November 2016 Chapter 2: Particulars: Risks regarding structure 
November 2016 Chapter 3: Particulars: Risks regarding underlying assets 

  Subchapter 22: Monetary receivables from airline companies and aircraft 
November 2016 Chapter 4: Particulars: Cash flow risk 

  Subchapter 11: Analysis method for aircraft finance 
 
The above rating methodologies are available at R&I's website: 
 
http://www.r-i.co.jp/eng/sf/about/methodology/index.html 
http://www.r-i.co.jp/jpn/sf/about/methodology/index.html 

 


