7<

San Francisco International Airport

Official Statement

Airport Commission

City and County of San Francisco
San Francisco International Airport
Second Series Variahle Rate
Revenue Refunding Bonds

Issue 36B

w
>
Z
ey
=
>
Z
@
[
7
a
=)
|
Z
]
=
=
Z
>
-
e
=)
Z
>
=
>
e
=
0
Qo
=
-
w
=
a
Q
Z
i
w
=
]
e
=
w
<
>
=
|
>
=]
=
=
=
>
-
e
=
=1
<
=
Z
(e
=
=]
o)
S|
(e
Z
i
e
Z
op)
=)
=)
Z
i
w
[
wn
7
(e
=
(%)
=)
=]




101 Aemuybiy
AR sfempeoy pajens|3

LS

e ¥\
.5, abeJen |euoieusalu|

AN

.9, ealy W:_b._mo.m .ﬁ.. 1

falli9e4 1eg elusy |

N




NEW ISSUE-BOOK-ENTRY ONLY Moody’s S&P Fitch

Ratings: Aaa/VMIG1 A+/A-1 AA/F1
Underlying Ratings: Al A A

(See “RATINGS” herein)

In the opinion of Orrick, Herrington & Sutcliffe LLP and Ronald E. Lee, Esq., Co-Bond Counsel to the Commission, based upon an analysis of existing laws,
regulations, rulings and court decisions, and assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, interest
on the Issue 36B Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt
from State of California personal income taxes, except that no opinion is expressed as to the status of interest on any Issue 36B Bond, for any period that such
Issue 36B Bond is held by a “substantial user” of the facilities financed or refinanced by the Issue 36B Bonds, or by a “related person” within the meaning of
Section 147(a) of the Code. Co-Bond Counsel observe, however, that interest on the Issue 36B Bonds is a specific preference item for purposes of the federal
individual and corporate alternative minimum taxes. Co-Bond Counsel express no opinion regarding any other tax consequences related to the ownership or
disposition of, or the accrual or receipt of interest on, the Issue 36B Bonds. See “TAx MATTERS” herein.

$40,620,000
AIRPORT COMMISSION
CITY AND COUNTY OF SAN FRANCISCO, CALIFORNIA
SAN FRANCISCO INTERNATIONAL AIRPORT
SECOND SERIES VARIABLE RATE REVENUE REFUNDING BONDS
ISSUE 36B
(Subject to Alternative Minimum Tax)
Dated: Date of Delivery Price: 100% Due: May 1, 2026

The Airport Commission (the “Commission”) of the City and County of San Francisco (the “City”) will issue $40,620,000 principal amount of its San
Francisco International Airport Second Series Variable Rate Revenue Refunding Bonds, Issue 36B (the “Issue 36B Bonds”). The Issue 36B Bonds are being issued
pursuant to Commission Resolution No. 91-0210, adopted on December 3, 1991 (the “1991 Resolution”), as amended and supplemented (the “1991 Master
Resolution”). The San Francisco International Airport (the “Airport”) is a department of the City. The Commission is responsible for the operation and management
of the Airport. See “SAN FRANCISCO INTERNATIONAL AIRPORT.”

Proceeds of the Issue 36B Bonds will be used, together with other available moneys, to purchase and hold in trust $39,950,000 outstanding principal amount
of Issue 32B and Issue 32C auction rate bonds previously issued by the Commission (the “Issue 32B/C Trust Bonds”) and to pay or reimburse the Airport for
certain costs of issuance associated with the Issue 36B Bonds. See “REFUNDING PLAN.”

All Bonds issued or to be issued pursuant to the 1991 Master Resolution, including the Issue 36B Bonds are equally secured by a pledge of, lien on and security
interest in the Net Revenues (as defined herein) of the Airport.

The Issue 36B Bonds will initially be in a Weekly Mode during which period the Series of Issue 36B Bonds will bear interest at a Weekly Rate determined
by the Remarketing Agent, as described herein, unless the Issue 36B Bonds are converted to a different Mode. The Issue 36B Bonds will be issuable only as fully
registered bonds, registered in the name of Cede & Co., as registered owner and nominee for The Depository Trust Company, New York, New York (“DTC”).
Purchases of beneficial ownership interests in the Issue 36B Bonds will be made in book-entry form only, in Authorized Denominations of $100,000 and any
integral multiple of $5,000 in excess thereof. Purchasers of beneficial ownership interests will not receive certificates representing their interests in the Issue 36B
Bonds. So long as Cede & Co. is the registered owner of the Issue 36B Bonds, as nominee of DTC, references herein to the registered owners shall mean Cede &
Co., and shall not mean the Beneficial Owners of the Issue 36B Bonds.

This Official Statement provides information concerning the Issue 36B Bonds in a Weekly Mode only. Owners and Potential Owners of the Issue 36B Bonds
should not rely on this Official Statement for information concerning the Issue 36B Bonds following any conversion of the Issue 36B Bonds to a different Mode,
but should look solely to the offering document to be used in connection with any such conversion. See “DESCRIPTION OF THE ISSUE 36B BONDs.”

The principal of the Issue 36B Bonds is payable on the stated maturity date as set forth on the inside cover. Interest on the Issue 36B Bonds in a Weekly Mode
is payable on the dates shown on the inside cover. So long as Cede & Co. is the registered owner of any Issue 36B Bonds, payment of principal and interest will be
made to Cede & Co. as nominee for DTC, which is required in turn to remit such principal and interest to the DTC Participants for subsequent disbursement to the
Beneficial Owners. Disbursement of such payments to the DTC Participants is the responsibility of DTC, and disbursement of such payments to the Beneficial
Owners is the responsibility of the DTC Participants and Indirect Participants, as more fully described herein. See APPENDIX C—“INFORMATION REGARDING DTC AND
THE BOOK-ENTRY ONLY SYSTEM.” The Bank of New York Trust Company, N.A. has been appointed by the Commission to act as Trustee for the Bonds.

The Issue 36B Bonds are subject to optional and mandatory redemption prior to their maturity date and are subject to optional and mandatory
tender for purchase. See “DESCRIPTION OF THE ISSUE 36B BonDS—Redemption Provisions” and ‘“~Purchase Upon Demand of Owners; Mandatory Tender
for Purchase.”

Payment of the principal and purchase price of and interest on the Issue 36B Bonds is secured by an irrevocable direct-pay letter of credit (the “Letter of
Credit”) issued to the Trustee for the benefit of the Bondholders by Union Bank of California, N.A. (the “Bank”).

Union Bank of California, N.A.

The Letter of Credit will be in effect from the date of issuance of the Issue 36B Bonds through May 6, 2011, unless extended or terminated earlier upon the
occurrence of certain events as described in the Letter of Credit. Under certain circumstances, the Letter of Credit may be replaced by an alternate credit facility
as described herein. See “LETTER OF CREDIT” and APPENDIX I-“FORM OF LETTER OF CREDIT.”

THE ISSUE 36B BONDS ARE SPECIAL OBLIGATIONS OF THE COMMISSION, PAYABLE AS TO PRINCIPAL, PURCHASE PRICE, INTEREST AND
REDEMPTION PREMIUM, IF ANY, SOLELY OUT OF, AND SECURED BY A PLEDGE OF AND LIEN ON, THE NET REVENUES OF THE AIRPORT
AND THE FUNDS AND ACCOUNTS PROVIDED FOR IN THE 1991 MASTER RESOLUTION. NEITHER THE CREDIT NOR TAXING POWER OF THE
CITY AND COUNTY OF SAN FRANCISCO, THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF IS PLEDGED TO THE
PAYMENT OF THE PRINCIPAL OR PURCHASE PRICE OF, REDEMPTION PREMIUM, IF ANY, OR INTEREST ON THE ISSUE 36B BONDS. NO
HOLDER OF AN ISSUE 36B BOND SHALL HAVE THE RIGHT TO COMPEL THE EXERCISE OF THE TAXING POWER OF THE CITY AND COUNTY
OF SAN FRANCISCO, THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF TO PAY THE ISSUE 36B BONDS OR THE
INTEREST THEREON. THE COMMISSION HAS NO TAXING POWER WHATSOEVER.

This cover page contains certain information for general reference only. It is not a summary of this issue. Investors are advised to read the entire Official
Statement to obtain information essential to the making of an informed investment decision.

The Issue 36B Bonds are offered when, as and if issued by the Commission and received by the Underwriter, subject to the approval of legality by Orrick,
Herrington & Sutcliffe LLE, San Francisco, California, and Ronald E. Lee, Esq., Davis, California, Co-Bond Counsel to the Commission, and certain other conditions.
Certain legal matters will be passed upon for the Commission by the City Attorney and by Lofton & Jennings, San Francisco, California, Disclosure Counsel, for the
Underwriter by its counsel Hawkins Delafield & Wood LLF, San Francisco, California and for the Bank by Chapman and Cutler LLE, Chicago, Illinois. It is expected
that the Issue 36B Bonds will be delivered through the facilities of DTC on or about May 8, 2008, in New York, New York against payment therefor.

Banc of America Securities LLC
Dated: May 7, 2008
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No broker, dealer, salesperson or any other person has been authorized to give any information or to make
any representations, other than those contained in this Official Statement, in connection with the offering of the
Issue 36B Bonds, and if given or made, such information or representations must not be relied upon as having been
authorized by the City and County of San Francisco, the Commission or the Underwriter. This Official Statement
does not constitute an offer to sell, or the solicitation from any person of an offer to buy, nor shall there be any sale
of the Issue 36B Bonds by any person in any jurisdiction where such offer, solicitation or sale would be unlawful.
The information contained herein has been obtained from officers, employees and records of the Commission and
from other sources believed to be reliable. The information set forth herein is subject to change without notice. The
delivery of this Official Statement at any time does not imply that information herein is correct as of any time
subsequent to its date.

This Official Statement contains forecasts, projections, estimates and other forward-looking statements that
are based on current expectations. The words “expects,” “forecasts,” “projects,” “intends,” “anticipates,”
“estimates,” “assumes” and analogous expressions are intended to identify forward-looking statements. Such
forecasts, projections and estimates are not intended as representations of fact or guarantees of results. Any such
forward-looking statements inherently are subject to a variety of risks and uncertainties that could cause actual
results or performance to differ materially from those that have been forecast, estimated or projected. Such risks and
uncertainties include, among others, changes in domestic and international political, social and economic conditions,
federal, state and local statutory and regulatory initiatives, litigation, population changes, financial conditions of
individual air carriers and the airline industry, technological change, changes in the tourism industry, changes at
other San Francisco Bay Area airports, seismic events, international agreements or regulations governing air travel,
and various other events, conditions and circumstances, many of which are beyond the control of the Commission.
These forward-looking statements speak only as of the date of this Official Statement. The Commission disclaims
any obligation or undertaking to release publicly any updates or revisions to any forward-looking statement
contained herein to reflect any changes in the Commission’s expectations with regard thereto or any change in
events, conditions or circumstances on which any such statement is based.

The Underwriter has provided the following sentence for inclusion in this Official Statement: The
Underwriter has reviewed the information in this Official Statement in accordance with, and as part of, their
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this
transaction, but the Underwriter does not guarantee the accuracy or completeness of such information.

The Issue 36B Bonds have not been registered under the Securities Act of 1933, as amended, in reliance
upon an exemption from the registration requirements contained in such Act. The Issue 36B Bonds have not been
registered or qualified under the securities laws of any state.
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$40,620,000
AIRPORT COMMISSION
CITY AND COUNTY OF SAN FRANCISCO, CALIFORNIA
SAN FRANCISCO INTERNATIONAL AIRPORT
SECOND SERIES VARIABLE RATE REVENUE REFUNDING BONDS
ISSUE 36B
(Subject to Alternative Minimum Tax)

INTRODUCTION

This Official Statement describes the Issue 36B Bonds only while they are in the Weekly Mode and are
subject to the DTC book-entry only system. Owners and Potential Owners of the Issue 36B Bonds should not rely
on this Official Statement for information following a change of the Issue 36B Bonds to any other Mode, but should
look solely to the offering documents to be used in connection with any such Mode change.

This Official Statement is furnished in connection with the offering by the Airport Commission of the City
and County of San Francisco (the “Commission”) of $40,620,000 principal amount of its San Francisco
International Airport Second Series Variable Rate Revenue Refunding Bonds, Issue 36B (the “Issue 36B Bonds™).
All capitalized terms used in this Official Statement, including on the cover page hereof, and not herein defined shall
have the meanings given such terms in the 1991 Master Resolution. See APPENDIX D—“SUMMARY OF CERTAIN
PROVISIONS OF THE 1991 MASTER RESOLUTION—Certain Definitions.”

Proceeds of the Issue 36B Bonds will be used, together with other available moneys, to purchase and hold
in trust $39,930,000 outstanding principal amount of Issue 32 auction rate bonds previously issued by the
Commission and to pay or reimburse the Airport for certain costs of issuance associated with the Issue 36B Bonds.
See “REFUNDING PLAN-Issue 36B Bonds.”

The Issue 36B Bonds are authorized under Resolution No. 91-0210, adopted by the Commission on
December 3, 1991 (the “1991 Resolution™), as supplemented and amended by, among other resolutions, Resolution
No. 98-0114, adopted by the Commission on May 19, 1998, Resolution No. 02-0010, adopted by the Commission
on January 8, 2002, Resolution No. 03-0220, adopted by the Commission on October 21, 2003, Resolution
No. 04-0220, adopted by the Commission on November 2, 2004 and Resolution No. 05-0182 adopted by the
Commission on October 11, 2005, as amended by Resolution No. 07-0267, adopted by the Commission on
December 18, 2007 and Resolution No. 08-0045 adopted by the Commission on March 4, 2008. The 1991
Resolution as supplemented and amended, is referred to as the “1991 Master Resolution.” The Bank of New York
Trust Company, N.A. has been appointed by the Commission to act as trustee (the “Trustee”) for the Bonds. The
Bank of New York Trust Company, N.A. has been appointed by the Commission to act as paying agent (the “Paying
Agent”) for the Issue 36B Bonds so long as the Issue 36B Bonds are Variable Rate Bonds (as defined herein). The
Issue 36B Bonds, together with all Bonds issued and to be issued pursuant to the 1991 Master Resolution, are
referred to as the “Bonds.” For a summary of Outstanding Bonds of the Commission, see “AIRPORT’S FINANCIAL
AND RELATED INFORMATION—Currently Outstanding Bonds.”

The Commission expects to issue additional Bonds from time to time to finance and refinance other Airport
capital improvements, including, but not limited to, the Issue 36A Bonds, the Issue 36C/D Bonds, the Issue 37
Bonds and the Issue 35 Bonds, each as defined herein. See “REFUNDING PLAN.” The Commission has covenanted
in the 1991 Master Resolution not to issue any bonds with a pledge of or a lien on Net Revenues senior to that of the
Bonds.

The Issue 36B Bonds will be secured by a pledge of, lien on and security interest in Net Revenues of the
San Francisco International Airport (the “Airport”) which are equal to and on a parity with those securing the prior
issues of Bonds and any additional Bonds issued under the 1991 Master Resolution and funds drawn under an
irrevocable direct pay letter of credit (as described herein). See “SECURITY FOR THE ISSUE 36B BONDS” and
“LETTER OF CREDIT.”



The Issue 36B Bonds will be issued in a Weekly Mode, subject to subsequent conversion by the
Commission of all, but not less than all, of the Issue 36B Bonds to another Mode, upon the terms and conditions
described herein. See “DESCRIPTION OF THE ISSUE 36B BONDS—Weekly Mode Provisions—Changes from Weekly
Mode.”

The initial interest rate established by the Commission for the Issue 36B Bonds will apply to the period
commencing on the date of delivery to and including May 13, 2008, the initial Rate Determination Date for the Issue
36B Bonds. Thereafter, the Issue 36B Bonds will bear interest at a Weekly Rate determined by the Remarketing
Agent as described herein, subject to certain conditions and exceptions.

Upon conversion of the Issue 36B Bonds to another Mode, such Issue 36B Bonds will be subject to
mandatory tender for purchase on the Mode Change Date at a purchase price equal to the principal amount thereof
plus interest accrued to the Mandatory Purchase Date. The Commission has no obligation to purchase any Issue
36B Bonds that are subject to mandatory tender for purchase but are not remarketed.

Upon delivery of the Issue 36B Bonds, Union Bank of California, N.A. (the “Bank”) will issue and deliver
to the Trustee an irrevocable direct-pay letter of credit (the “Letter of Credit”) pursuant to the terms and conditions
of a Letter of Credit and Reimbursement Agreement dated as of May 1, 2008 (the “Reimbursement Agreement”) by
and between the Commission and the Bank. The Letter of Credit will be issued in a stated amount equal to the
original principal amount of the Issue 36B Bonds, plus 50 days’ interest at the rate of 12% per annum based upon a
365-day year. See “LETTER OF CREDIT” and APPENDIX A—“FORM OF LETTER OF CREDIT.”

The Airport is a department of the City and County of San Francisco (the “City”). The Commission is
responsible for the operation and management of the Airport. See “SAN FRANCISCO INTERNATIONAL AIRPORT.”

For a discussion of certain risk factors associated with an investment in the Issue 36B Bonds, see “CERTAIN
RISK FACTORS.”

This Official Statement contains brief descriptions or summaries of, among other things, the Issue 36B
Bonds, the 1991 Master Resolution, the letter of Jacobs Consultancy (formerly John F. Brown Company, Inc.) (the
“Airport Consultant”) dated April 30, 2008 and their report prepared in connection with the Issue 34 Bonds (the
“Issue 34 Bonds”) dated January 23, 2008, the Continuing Disclosure Certificate of the Commission, the Trust
Agreement, the Reimbursement Agreement, the Letter of Credit, the Interest Rate Swap Agreements, the Settlement
Agreement and the Lease Agreements, each by and among the Commission and certain airline tenants of the Airport
and the Remarketing Agreement. Any description or summary in this Official Statement of any such document is
qualified in its entirety by reference to each such document.

REFUNDING PLAN
Overview

The Airport, with the assistance of its financial advisors and consultants, conducts a regular review of its
debt portfolio to seek savings opportunities through refunding and restructuring of its Outstanding Bonds. The Issue
36B Bonds are among a series of refunding bonds currently expected to be issued by the Commission over the next
several months, to achieve debt service savings and to respond to current market conditions that have caused a spike
in interest rates for the Airport’s outstanding variable rate debt. The Issue 36B Bonds are Variable Rate Revenue
Refunding Bonds issued to purchase and hold in trust certain Outstanding Issue 32 auction rate bonds.

Since the issuance of the Issue 32 Bonds and delivery by Financial Guaranty Insurance Company, doing
business in California as FGIC Insurance Corporation (“FGIC”), of an insurance policy with respect to the Issue 32
Bonds, each of Moody’s Investors Service, Standard & Poor’s Ratings Services, a Division of the McGraw-Hill
Companies, Inc. (“Standard & Poor’s”) and Fitch Ratings (“Fitch”) have downgraded the financial strength rating of
FGIC below triple-A.



By the end of Fiscal Year 2007-08, the Airport expects to issue additional series of variable rate refunding
bonds (the “Issue 36A Bonds,” the “Issue 36C/D Bonds” and the “Issue 37 Bonds™) to restructure its auction rate
bonds, and to refund the Issue 33 Bonds and other Outstanding Bonds of the Commission.

An additional series of refunding bonds (the “Issue 35 Bonds™) is expected to be issued on or about
February 1, 2010 as variable rate bonds.

A further description of the Issue 36B Bonds and summaries of the Issue 36A Bonds, the Issue 36C/D
Bonds, the Issue 37 Bonds and the Issue 35 Bonds are set forth below.

Issue 36B Bonds

The Commission will apply proceeds from the sale of the Issue 36B Bonds, together with certain other
available moneys to pay the purchase price of $4,750,000 outstanding principal amount of Issue 32B auction rate
bonds (the “Issue 32B Trust Bonds™) and $35,200,000 outstanding principal amount of Issue 32C auction rate bonds
(the “Issue 32C Trust Bonds” and together with the Issue 32B Trust Bonds, the “Issue 32B/C Trust Bonds”) that are
insured by FGIC. Pursuant to the 1991 Master Resolution, the Issue 32B/C Trust Bonds are subject to mandatory
tender on the date such Bonds are changed from the Auction Mode to another mode. The Issue 32B Trust Bonds
will be subject to mandatory tender and purchase on May 23, 2008 and the Issue 32C Trust Bonds will be subject to
mandatory tender and purchase on June 13, 2008.

The Issue 32B/C Trust Bonds will be purchased by The Bank of New York Trust Company, N.A. (the
“Trust Bank”) which will deposit the Issue 32B/C Trust Bonds into a trust account (the “Issue 32B/C Bonds Trust
Account”) held by the Trust Bank pursuant to the terms and conditions of a Trust Agreement, dated as of
May 1, 2008 (the “Trust Agreement”) by and between the Commission, as trustor and beneficiary and the Trust
Bank. For State law purposes, the Issue 32B/C Trust Bonds will continue to be outstanding and, therefore, the
insurance policy issued by FGIC and the Issue 32 Swap Agreements (described below) will remain in effect.
Pursuant to the Trust Agreement, the Commission will make payments of principal and interest on the Issue 32B/C
Trust Bonds to the Trust Bank and will receive the same amount back from the Trust Bank with respect to the Issue
32B/C Trust Bonds, as the beneficiary of the Issue 32B/C Bonds Trust Account.

The Commission will have the option in the future to either (i) cancel the Issue 32B/C Trust Bonds or (ii)
remarket the Issue 32B/C Trust Bonds out of the Issue 32B/C Bonds Trust Account to new investors in a new
interest rate Mode and, depending on market conditions, with the FGIC Insurance Policy. Any such remarketing
would be subject, among other things, to compliance with the conditions of the 1991 Master Resolution for
conversion of Bonds to a new interest rate Mode. Any such remarketing would, in effect, constitute a new issue and
would be subject to the same covenants and agreements of the Commission that apply to its Outstanding Bonds.

In connection with the issuance of the Issue 32 Bonds, the Commission entered into four interest rate swap
agreements (collectively, the “Issue 32 Swap Agreements”) in accordance with the Swap Policy (as defined herein)
adopted by the Commission (see “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Interest Rate Swaps”) with
respect to each Series of Issue 32 Bonds, pursuant to which the Commission receives payment from the respective
counterparties at a variable rate commencing March 1, 2005 and the Commission pays to the counterparties a fixed
rate per annum. The variable rate the Commission receives under the Issue 32 Swap Agreements is intended to
approximate the variable rate the Commission pays on the Issue 32 Bonds. The initial aggregate notional amount of
the Issue 32 Swap Agreements is equal to $199,900,000 and will decline concurrently with the repayment of the
Issue 32 Bonds. The Issue 32 Swap Agreements are scheduled to terminate on the date the related Series of Issue 32
Bonds mature. The counterparties to the Issue 32 Swap Agreements are Bear Stearns Capital Markets Inc.
(“BSCM”) with respect to an aggregate notional amount of $59,970,000, and J.P. Morgan Chase Bank, N.A. with
respect to an aggregate notional amount of $139,930,000. The payment obligations of BSCM are guaranteed by The
Bear Stearns Companies Inc., which, as of April 25, 2008 were rated “Baal” by Moody’s, “AA-" by Standard &
Poor’s and “BBB” by Fitch. On March 16, 2008, J.P. Morgan Chase & Co., announced it was acquiring The Bear
Stearns Companies Inc. and, effective immediately, would be guaranteeing the trading obligations of The Bear
Stearns Companies Inc. and its subsidiaries. The board of directors of both companies unanimously approved the
transaction. As of April 25, 2008, JP Morgan Chase Bank is rated “Aaa” by Moody’s, “AA” by Standard & Poor’s
and “AA-" by Fitch. FGIC will continue to insure the Commission’s regularly scheduled payments under the swap
with JP Morgan Chase Bank and Financial Security Assurance Inc. has issued a commitment to insure the



Commission’s regularly scheduled payments under the swap with BSCM. See also “AIRPORT’S FINANCIAL AND
RELATED INFORMATION—Interest Rate Swaps.”

Issue 32 Swap Agreements are expected to be transferred to hedge $39,930,000 principal amount of the
Issue 36B Bonds (the “Hedged Issue 36B Bonds”), and to hedge the Issue 36A Bonds, a portion of the Issue 36C
Bonds and a portion of the Issue 36D Bonds, when such Bonds are issued. Issue 36B Bonds in the principal amount
of $690,000 will not be hedged by the Issue 32 Swap Agreements. For a summary of the Interest Rate Swap Policy
adopted by the Commission and a summary of the Issue 32 Swap Agreements, see “AIRPORT’S FINANCIAL AND
RELATED INFORMATION—Interest Rate Swaps.”

Issue 36A Bonds

The Commission expects to issue the Issue 36A Bonds as variable rate bonds on May 8, 2008 pursuant to a
separate official statement. The Issue 36A Bonds are being issued to purchase and hold in trust $99,600,000
outstanding principal amount of Issue 32A and Issue 32B auction rate bonds (together, the “Issue 32A/B Trust
Bonds”) that are insured by FGIC. The Commission expects that the scheduled payment of principal of and interest
on the Issue 36A Bonds will be secured by an irrevocable direct pay letter of credit.

As described above, the Issue 36A Bonds are expected to be hedged by Issue 32 Swap Agreements when
such Bonds are issued.

Issue 36C/D Bonds

The Commission expects to issue the Issue 36C/D Bonds as variable rate demand bonds in May 2008
pursuant to a separate official statement. The Issue 36C/D Bonds are being issued to refund $60,350,000* aggregate
outstanding principal amount of Issue 32D/E auction rate bonds that are insured by FGIC. The Commission expects
that the scheduled payment of principal of and interest on the Issue 36C/D Bonds will be insured by a financial
guaranty insurance policy and liquidity for Issue 36C/D Bonds will be provided by a standby bond purchase
agreement.

A portion of the Issue 36C/D Bonds in the principal amount of $59,970,000* are expected to be hedged by
the Issue 32 Swap Agreements when such Issue 36C/D Bonds are issued.

Issue 37 Bonds

The Commission issued Issue 37A Bonds and Issue 37B Bonds (together, the “Issue 37A/B Bonds™) as
variable rate demand bonds secured by a standby bond purchase agreement pursuant to a separate official statement
on May 7, 2008, for the purpose of refunding certain Outstanding Bonds.

In December 2004, in connection with the issuance of the $205,100,000 principal amount of Issue 33
Bonds (the “Hedged Issue 33 Bonds”), the Commission entered into three interest rate swap agreements
(collectively, the “Issue 33 Swap Agreements”) in accordance with the Swap Policy (as defined herein) adopted by
the Commission (see “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Interest Rate Swaps”) pursuant to which,
as of March 1, 2006, the Commission began receiving payments from the respective counterparties at a variable rate
and the Commission began paying to the counterparties a fixed rate per annum. The variable rate the Commission
receives under the Issue 33 Swap Agreements is intended to approximate the variable rate the Commission pays on
the Hedged Issue 33 Bonds. The initial aggregate notional amount of the Issue 33 Swap Agreements was
$205,100,000 and declines concurrently with the repayment of the Hedged Issue 33 Bonds. The Issue 33 Swap
Agreements are scheduled to terminate on May 1, 2029. The counterparties to the Issue 33 Interest Rate Swaps are
Bear Stearns Capital Markets Inc. (“BSCM”) with respect to an initial notional amount of $31,530,000 and Lehman
Brothers Special Financing Inc. (“LBSF”’) with respect to an aggregate initial notional amount of $173,570,000.
The payment obligations of BSCM are guaranteed by The Bear Stearns Companies Inc. The payment obligations of
LBSF are guaranteed by Lehman Brothers Holding Inc., which, as of April 25, 2008, were rated “A1” by Moody’s,
“A+” by Standard & Poor’s and “AA-" by Fitch.

* Preliminary, subject to change.



Following the issuance of the Issue 37A/B Bonds, the Issue 33 Bonds were refunded, and the Issue 33
Swap Agreements were transferred to hedge the Issue 37A Bonds and a portion of the Issue 37B Bonds.

In connection with the issuance of certain of the variable rate bonds to be refunded by the Issue 37 Bonds,
the Commission entered into two interest rate swap agreements (collectively, the “Issue 37B/C Swap Agreements”)
in accordance with the Swap Policy (as defined herein) adopted by the Commission (see “AIRPORT’S FINANCIAL
AND RELATED INFORMATION—Interest Rate Swaps”) pursuant to which the Commission will receive payment from
the respective counterparties at a variable rate commencing May 15, 2008 and the Commission will pay to the
counterparties a fixed rate per annum. The variable rate the Commission receives under the Issue 37B/C Swap
Agreements is intended to approximate the variable rate the Commission will pay on $169,540,000 principal amount
of the Issue 37B/C Bonds. The initial aggregate notional amount of the Issue 37B/C Swap Agreements is equal to
$169,540,000 and will decline concurrently with the repayment of the Issue 37B and Issue 37C Bonds. The Issue
37B/C Swap Agreements are scheduled to terminate on May 1, 2029, the date on which the Issue 37B and Issue 37C
Bonds mature. The counterparties to the Issue 37B/C Swap Agreements are Bear Stearns Capital Markets Inc.
(“BSCM”) with respect to an aggregate notional amount of $89,856,000 and Merrill Lynch Capital Services, Inc.
(“Merrill”) with respect to an aggregate notional amount of $79,684,000. The payment obligations of BSCM are
guaranteed by The Bear Stearns Companies Inc. The payment obligations of Merrill are guaranteed by Merrill
Lynch & Co. which, as of April 25, 2008, were rated “A1” by Moody’s, “A+” by Standard & Poor’s and “A+” by
Fitch.

For a summary of the Interest Rate Swap Policy adopted by the Commission and a summary of the Issue 33
and the Issue 37B/C Interest Rate Swap Agreements, see “AIRPORT’S FINANCIAL AND RELATED INFORMATION—
Interest Rate Swaps.”

Issue 35 Bonds

The Commission expects to issue variable rate demand bonds, on or about February 1, 2010, to be offered
pursuant to a separate official statement, for the purpose of refunding certain outstanding bonds. The Commission
has entered into two interest rate swap agreements (the “Issue 35 Swap Agreements”) pursuant to which the
Commission will receive payment from the respective counterparties at a variable rate commencing February 1,
2010 and the Commission will pay to the counterparties a fixed rate. The variable rate the Commission receives
under the Issue 35 Swap Agreements is intended to approximate the variable rate the Commission will pay on all or
a portion of the Issue 35 Bonds. The initial aggregate notional amount of the Issue 35 Swap Agreements is equal to
$215,920,000 and will decline as the Issue 35 Bonds are retired. The Issue 35 Swap Agreements are scheduled to
terminate on May 1, 2030, the date the Issue 35 Bonds will mature. The counterparties to the Issue 35 Swap
Agreements are DEPFA BANK plc (“DEPFA”) with respect to an initial notional amount of $71,973,000 and
Goldman Sachs Capital Markets, Inc. (“Goldman”) with respect to an aggregate initial notional amount of
$143,947,000. As of April 25, 2008, the payment obligations of DEPFA were rated “Aa3” by Moody’s, “A+” by
Standard & Poor’s and “AA-" by Fitch. The payment obligations of Goldman are guaranteed by the Goldman Sachs
Group, which, as of April 25, 2008, were rated “Aa3” by Moody’s, “AA-" by Standard & Poor’s and “AA-" by
Fitch. Ambac Assurance Corporation issued a forward commitment to insure the Commission’s regularly scheduled
payments to the counterparties under the Issue 35 Swap Agreements.

For a summary of the Interest Rate Swap Policy adopted by the Commission and a summary of the Issue 35
Swap Agreements, see “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Interest Rate Swaps.”

If for any reason the Commission does not issue the Issue 35 Bonds, the Commission may owe a
termination payment to the swap providers, depending upon then current interest rates in the municipal swap market.
Any such payment would be payable on a basis that is subordinate to the Bonds. The Commission expects that it
would make any such termination payment either from available funds, proceeds of its commercial paper program or
another financing, and/or proceeds from a replacement swap. Any such payment obligation is not expected to have
a material adverse effect on the Airport or its financial condition. For a description of the commercial paper
program see “SECURITY FOR THE ISSUE 36B BONDS—Other Debt Issuance—Subordinate Bonds.”



ESTIMATED SOURCES AND USES OF FUNDS

The following table sets forth the estimated sources and uses of funds from the sale of the Issue 36B Bonds.
See also “REFUNDING PLAN.”

SOURCES OF FUNDS:
Principal Amount of Issue 36B Bonds ...........ccccoeeviriiiiencnns $40,620,000.00
Prior Bonds FUNAS ......oooovuiiiiiiiiieeeee e, 824.,360.35
TOTAL .ottt enes, $41,444,360.35
USES OF FUNDS:
Deposit into Purchase Fund™ ............cccocoooiiveeieeeeeeeees $40,774,360.35
COStS OF ISSUANCED ..o, 576,324.70
Underwriter’s DISCOUNT ........cccuveiiiveieieiiiiieeeeee e, 93.675.30
TOTAL ettt e, $41,444,360.35

M Represents proceeds of the Issue 36B Bonds that will be held pursuant to the Trust Agreement and used to purchase the Issue 32B/C Trust

Bonds. See “REFUNDING PLAN-Issue 36B Bonds.”
Includes fees and costs of Co-Bond Counsel, Disclosure Counsel, the Co-Financial Advisors, the Bank and the Trustee, printing costs,
Letter of Credit and rating agency fees and other miscellaneous costs of issuance with respect to the Issue 36B Bonds.
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DESCRIPTION OF THE ISSUE 36B BONDS

The Issue 36B Bonds will initially be issued in a Weekly Mode. This Official Statement provides
information concerning the Issue 36B Bonds during a Weekly Mode only. Owners and Potential Owners of the
Issue 36B Bonds should not rely on this Olfficial Statement for information concerning the Issue 36B Bonds
following any conversion of the Issue 36B Bonds to another Mode, but should look solely to the offering document to
be used in connection with any such conversion.

General

The Issue 36B Bonds will be dated the date of delivery and will initially bear interest at a Weekly Rate
until converted to another Mode as described herein. The Issue 36B Bonds will mature in the amounts shown on the
inside cover of this Official Statement.

Interest on the Issue 36B Bonds will be payable (without duplication) on: (i) the first Business Day of each
calendar month, (ii) with respect to any Credit Provider Bonds, the dates specified in the Credit Facility Agreement;
(iii) the date upon which the Issue 36B Bonds are subject to mandatory tender, (iv) upon the effective date of any
change in the Mode for the Issue 36B Bonds; and (v) the maturity date of the Issue 36B Bonds (each, an “Interest
Payment Date”). Interest will be calculated on the basis of a 365/366 day year, as applicable, for the actual number
of days elapsed.

The Issue 36B Bonds will be issued as fully registered bonds without coupons, and will be registered in the
name of Cede & Co. as registered owner and nominee for The Depository Trust Company (“DTC”), New York,
New York. Beneficial ownership interests in the Issue 36B Bonds will be available in book-entry form only, in
denominations of $100,000 and any integral multiple of $5,000 in excess thereof. Purchasers of beneficial
ownership interests in the Bonds (“Beneficial Owners”) will not receive certificates representing their interests in the
Bonds purchased. While held in book-entry only form, all payments of principal, purchase price, premium, if any,
and interest will be made by wire transfer to DTC or its nominee as the sole registered owner of the Issue 36B
Bonds. Payments to Beneficial Owners are the sole responsibility of DTC and its Participants. See APPENDIX C—
“INFORMATION REGARDING DTC AND THE BOOK-ENTRY ONLY SYSTEM.”



Transfer and Exchange

The Issue 36B Bonds will be issued only as fully registered bonds, with the privilege of transfer or
exchange for Issue 36B Bonds of an equal or aggregate principal amount of Issue 36B Bonds of the same Series,
interest rate and maturity date in Authorized Denominations as set forth in the 1991 Master Resolution. All such
transfers and exchanges shall be without charge to the owner, with the exception of any taxes, fees or other
governmental charges that are required to be paid to the Trustee as a condition to transfer or exchange. While the
Issue 36B Bonds are in book-entry only form, beneficial ownership interests in the Issue 36B Bonds may only be
transferred through Direct Participants and Indirect Participants as described in APPENDIX C—“INFORMATION
REGARDING DTC AND THE BOOK-ENTRY ONLY SYSTEM.”

Weekly Mode Provisions
General

The Issue 36B Bonds will be issued in the Weekly Mode, subject to subsequent conversion by the
Commission of all, but not less than all, of the Issue 36B Bonds to another Mode, as described herein. See “—
Purchase Upon Demand of Owners; Mandatory Tender for Purchase—Mandatory Purchase Provisions—Mandatory
Purchase on Mode Change Date.”

During the Weekly Mode, the Issue 36B Bonds may be tendered by the Owners thereof for purchase at a
price equal to the principal amount thereof plus accrued interest thereon to the date of purchase, upon seven days’
irrevocable written notice as described under “—Purchase Upon Demand of Owners; Mandatory Tender for
Purchase—Optional Tenders of Issue 36B Bonds in the Weekly Mode.”

Remarketing Agreement and Remarketing Agent

The remarketing of the Issue 36B Bonds requires the participation of a remarketing agent. The
Commission has entered into a remarketing agreement, dated as of May 1, 2008 (the “Remarketing Agreement”)
with Banc of America Securities LLC (the “Remarketing Agent”) as the initial Remarketing Agent with respect to
the Issue 36B Bonds.

Determination and Notice of Weekly Rate; Payment of Interest

The interest rate for the Issue 36B Bonds will be the rate of interest per annum determined by the
Remarketing Agent on and as of each Tuesday, or, if such day is not a Business Day, then the Business Day next
preceding such Tuesday (the “Rate Determination Date”), as the minimum rate of interest which, in the opinion of
the Remarketing Agent under then-existing market conditions, would result in the sale of the Issue 36B Bond on the
Rate Determination Date at a price equal to 100% of the principal amount thereof, plus accrued and unpaid interest,
if any; provided that in no event shall the Weekly Rate at any time exceed 12% per annum.

The Remarketing Agent will establish the Weekly Rate by 4:00 p.m., New York City time, on the Rate
Determination Date. The Weekly Rate will be in effect (i) initially, from and including the first day the Issue 36B
Bonds become subject to the Weekly Mode to and including the following Tuesday, and (ii) thereafter, from and
including each Wednesday to and including the following Tuesday, without regard to holidays. The Remarketing
Agent will make the Weekly Rate available (i) after 4:00 p.m., New York City time, on the Rate Determination Date
by telephone to any Owner or Notice Party requesting such rate, and (ii) by Electronic Means to the Paying Agent
not later than 1:00 p.m., New York City time, on the second Business Day immediately succeeding the Rate
Determination Date. The Paying Agent will give notice of such interest rates to the Trustee by Electronic Means not
later than 4:00 p.m., New York City time, on the second Business Day immediately succeeding the Rate
Determination Date.

Alternate Rates
If (i) the Remarketing Agent fails or is unable to determine the interest rate for the Issue 36B Bonds, or (ii)

the method by which the Remarketing Agent determines the interest rate with respect to the Issue 36B Bonds is held
to be unenforceable by a court of law of competent jurisdiction, then the following provisions will apply and will



continue to apply until such time as the Remarketing Agent again makes such determination. In the case of clause
(i1) above, the Remarketing Agent will again make the determinations at such time as there is delivered to the
Remarketing Agent and the Commission an Opinion of Bond Counsel to the effect that there are no longer any legal
prohibitions against such determinations. During the times described above, the Issue 36B Bonds will bear interest
during each subsequent Interest Period at the SIFMA Swap Index in effect on the first day of such Interest Period
from and after the date either of the events described in clauses (i) or (ii) first become applicable to the Issue 36B
Bonds until such time as events described in clauses (i) and (ii) are no longer applicable to the Issue 36B Bonds.

Changes from Weekly Mode

Subject to the provisions of the 1991 Master Resolution, the Commission may change the Issue 36B Bonds
from the Weekly Mode to another Mode (except for the Fixed Rate Mode or the Auction Mode which are described
under the caption “—Change to Fixed Rate Mode” and “—Change to Auction Mode”), as follows:

Mode Change Notice; Notice to Owners. No later than the 45th day (or such shorter time as may
be agreed to by the Commission, the Trustee, the Paying Agent and the Remarketing Agent) preceding the
proposed Mode Change Date, the Commission will give written notice to the Notice Parties of its intention
to effect a change in the Mode from the Mode then prevailing (the “Current Mode”) to another Mode (the
“New Mode”) specified in such written notice as provided in the 1991 Master Resolution, and, if the
change is to a Term Rate Mode, the length of the initial Interest Period as set by the Commission and
whether or not the Issue 36B Bonds to be changed to the Term Rate Mode will be secured by a Credit
Facility (if it will be secured, then the initial Interest Period for the Issue 36B Bonds selected by the
Commission cannot extend beyond the Expiration Tender Date). Notice of the proposed change in Mode is
required to be given to the Owners as described under “—Purchase Upon Demand of Owners; Mandatory
Tender for Purchase—Mandatory Purchase Provisions—Mandatory Purchase on Mode Change Date.”

Conditions Precedent. Prior to the effectiveness of any Mode change, the following conditions are
required to be satisfied: (i) the Mode Change Date is required to be a Business Day; and (ii) delivery of the
following to the Trustee, the Paying Agent and the Remarketing Agent, on or prior to the Mode Change
Date: (a) in the case of a change to a Term Rate Mode, a Favorable Opinion of Bond Counsel dated the
Mode Change Date and addressed to the Trustee, the Paying Agent and the Remarketing Agent; (b) a
Rating Confirmation Notice; and (c) a Credit Facility and/or a Liquidity Facility providing, collectively, for
the payment of principal of, premium, if any, interest on, and Purchase Price of such Issue 36B Bonds with
a principal component equal to the principal amount of the Issue 36B Bonds being changed, with an
interest component in the case of such Credit Facility and/or Liquidity Facility equal to or greater than the
Credit Facility interest coverage amount required by the 1991 Master Resolution for the applicable Mode
and with an Expiration Date not earlier than five Business Days prior to the end of the initial Interest Period
for the Issue 36B Bonds; provided, however, that if the Issue 36B Bonds are changed to the Term Rate
Mode, no Credit Facility or Liquidity Facility need be applicable to such Issue 36B Bonds while in the
Term Rate Mode if the Commission so elects by the time it gives the notice to the Notice Parties as
required by the 1991 Master Resolution.

Determination of Interest Rates. The New Mode for the Issue 36B Bonds will commence on the
Mode Change Date for the Issue 36B Bonds and the interest rate (together, in the case of a change to the
Commercial Paper Mode, with the Interest Period for the Issue 36B Bonds) will be determined by the
Remarketing Agent (or the Commission in the case of the Interest Period for the Issue 36B Bonds changed
to the Term Rate Mode) in the manner provided in the 1991 Master Resolution, as applicable.

Change to Fixed Rate Mode

At the option of the Commission, Issue 36B Bonds (in Authorized Denominations) may be changed to the
Fixed Rate Mode by providing written notice not less than 45 days (or such shorter time as may be agreed to by the
Commission, the Trustee and the Remarketing Agent) before the proposed Mode Change Date for the Issue 36B
Bonds, to the Notice Parties stating that the Mode will be changed to the Fixed Rate Mode and setting forth the
proposed Mode Change Date. Such Notice is also required to state whether or not some or all of the Issue 36B
Bonds to be changed will be Serial Bonds and, if so, the applicable Serial Maturity Dates and Serial Payments, all as
determined pursuant to the provisions of the 1991 Master Resolution.



Conditions Precedent. Prior to the effectiveness of a change to a Fixed Rate Mode the following conditions
are required to be satisfied: (i) the Mode Change Date is required to be a Business Day; (ii) not less than the 30th
day next preceding the Mode Change Date, the Paying Agent is required to mail a notice of such proposed change to
the Owners of the Issue 36B Bonds being changed stating that the Mode will be changed to the Fixed Rate Mode,
the proposed Mode Change Date and that such Owner is required to tender such Owner’s Issue 36B Bonds for
purchase on such proposed Mode Change Date; (iii) delivery of a Favorable Opinion of Bond Counsel dated the
Mode Change Date and addressed to the Trustee and the Remarketing Agent; and (iv) delivery of a Rating
Confirmation Notice.

Determination of Interest Rate. Upon the change of Issue 36B Bonds to the Fixed Rate Mode, the
Remarketing Agent will determine the Fixed Rate, Serial Maturity Dates, Serial Payments, Mandatory Sinking Fund
Redemption Dates and Mandatory Sinking Fund Payments for such Issue 36B Bonds as provided in the 1991 Master
Resolution.

Change to Auction Mode

At the option of the Commission, the Issue 36B Bonds, provided the Issue 36B Bonds are held by a
depository in book-entry form and in an amount which is an Authorized Denomination for the new Interest Period,
may be changed from the Weekly Mode to an Auction Mode as follows: (i) the Mode Change Date is required to be
a regularly scheduled Interest Payment Date on which interest is payable for the Interest Period from which the
change is to be made; (ii) the Commission is required to give written notice of any such change to the Remarketing
Agent, the Trustee, the Auction Agent, the Market Agent, if any, and the Broker-Dealer-not less than seven Business
Days prior to the date on which the Trustee is required to notify the Owners of the change pursuant to the 1991
Master Resolution, with such notice specifying the Mode Change Date and the length of the initial Auction Period;
together with such notice, the Commission is required to file with the Trustee an Opinion of Bond Counsel to the
effect that the change of such Issue 36B Bonds to an Auction Mode will not adversely affect the validity of such
Issue 36B Bonds or any exclusion from gross income for federal income tax purposes to which interest on such
Issue 36B Bonds would otherwise be entitled, provided, however, that no such change to an Auction Mode will
become effective unless the Commission also files, with the Trustee, an Opinion of Bond Counsel to the same effect
dated the Mode Change Date; and (iii) not less than 15 days prior to the Mode Change Date, the Trustee is required
to mail a written notice of the change to the Owners of the Issue 36B Bonds to be changed to an Auction Mode.

The Auction Rate for the Auction Period commencing on the Mode Change Date for the Issue 36B Bonds
will be the lowest rate which, in the judgment of the Broker-Dealer for such Issue 36B Bonds, is necessary to enable
such Issue 36B Bonds to be remarketed at a price equal to the principal amount thereof, plus accrued interest, if any,
on the Mode Change Date. Such determination is conclusive and binding upon the Commission, the Trustee, the
Auction Agent, the Market Agent and the Owners of such Issue 36B Bonds to which such rate will be applicable.

Not later than 5:00 p.m., New York City time, on the date of determination of the Auction Rate for the
Issue 36B Bonds, the Broker-Dealer is required to notify the Trustee, the Commission, the Market Agent and the
Auction Agent of the Auction Rate by telephone, promptly confirmed in writing or by other Electronic Means.

The Commission may revoke its election to effect a change in Mode for the Issue 36B Bonds to the
Auction Mode by giving written notice of such revocation to the Trustee, the Remarketing Agent, the Auction
Agent, the Market Agent and the Broker-Dealer at any time prior to the setting of the initial Auction Rate by the
initial Broker-Dealer.

Failure to Satisfy Conditions Precedent to a Mode Change

If the conditions described in the 1991 Master Resolution are not satisfied by the applicable Mode Change
Date, then the New Mode for the Issue 36B Bonds will not take effect and the Issue 36B Bonds will remain in the
Weekly Mode, with the interest rates established in accordance with the applicable provisions of the 1991 Master
Resolution on and as of the failed Mode Change Date. See “—Determination and Notice of Weekly Rate; Payment of
Interest.”



Redemption Provisions

Optional Redemption

The Issue 36B Bonds in a Weekly Mode are subject to redemption prior to their respective stated maturity
dates, at the option of the Commission, from any source of available funds (other than mandatory sinking fund
payments) as a whole or in part, in Authorized Denominations (and by lot if less than all of the Issue 36B Bonds are
then called for redemption) on any Business Day at a redemption price equal to the principal amount of the Issue
36B Bonds called for redemption, together with accrued interest to the date fixed for redemption, without premium.

Mandatory Sinking Fund Redemption

The Issue 36B Bonds are also subject to redemption prior to their stated maturity dates, in part, by lot, from
mandatory sinking fund payments, at a redemption price equal to 100% of the principal amount thereof plus accrued
interest thereon to the date of redemption, without premium, as set forth below:

$39,930,000 ISSUE 36B - (AMT)'

Mandatory Sinking Fund

Redemption Date Mandatory Sinking Fund
(May 1) Payment
2017 $2,755,000
2018 4,217,500
2019 4,417,500
2020 4,627,500
2021 4,045,000
2022 4,227,500
2023 4,417,500
2024 4,617,500
2025 4,835,000
2026" 1,770,000

+  Hedged by a portion of an Issue 32 Interest Rate Swap Agreements payable by the Commission at the rate of 3.444%. See “AIRPORT’S
FINANCIAL AND RELATED INFORMATION—Interest Rate Swaps.”

+ Maturity.
$690,000 ISSUE 36B - (AMT)
Mandatory Sinking Fund
Redemption Date Mandatory Sinking Fund
(May 1) Payment
2017 $45,000
2018 72,500
2019 77,500
2020 82,500
2021 70,000
2022 72,500
2023 77,500
2024 82,500
2025 85,000
2026 25,000
+ Maturity.
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Notice of Redemption

The Trustee is required to give notice of redemption by first class mail, at least 30 days but not more than
60 days prior to the redemption date, to the registered owners of the affected the Issue 36B Bonds to be redeemed,
all organizations registered with the Securities and Exchange Commission as securities depositories and at least two
information services of national recognition which disseminate redemption information with respect to municipal
securities and by mail or Electronic Means to the Trustee, the Paying Agent, the Remarketing Agent, the Bank. In
addition, the Commission has covenanted to give notice of optional, unscheduled and contingent bond calls with
respect to the Issue 36B Bonds to the Municipal Securities Rulemaking Board and to the applicable state repository,
if any, and to provide a copy of such notice to the Trustee. See APPENDIX E—“SUMMARY OF CERTAIN PROVISIONS
OF THE CONTINUING DISCLOSURE CERTIFICATE.”

So long as the Issue 36B Bonds are in book-entry only form through the facilities of DTC, notice of
redemption will be provided to Cede & Co., as the registered owner of the Issue 36B Bonds, and not directly to the
Beneficial Owners.

Any notice of optional redemption may be cancelled and annulled if for any reason funds are not available
on the date fixed for redemption for the payment in full of the Bonds then called for redemption. Such cancellation
does not constitute an event of default under the 1991 Master Resolution.

Selection of Issue 36B Bonds for Redemption

If less than all of the Issue 36B Bonds are to be redeemed, the maturities of the Issue 36B Bonds to be
redeemed or the method of their selection shall be determined by the Commission. If less than all Issue 36B Bonds
of a single maturity are to be redeemed, such Issue 36B Bonds to be redeemed shall be selected by lot in such
manner as the Trustee shall determine. If less than all of the term Issue 36B Bonds of a single maturity are to be
optionally redeemed or purchased and cancelled by the Commission prior to maturity, the principal amount of such
Issue 36B Bonds redeemed or purchased will be credited against the Mandatory Sinking Fund Payments and
maturity amount of such Issue 36B Bonds in such manner as the Commission shall determine.

Redemption of Credit Provider Bonds

Pursuant to the 1991 Master Resolution, Credit Provider Bonds will be redeemed prior to the optional
redemption of any other Issue 36B Bonds. Any Credit Provider Bonds will remain Outstanding until the Credit
Provider is paid all amounts due under the Reimbursement Agreement or Credit Facility.

Purchase Upon Demand of Owners; Mandatory Tender for Purchase
Optional Tenders of Issue 3B6 Bonds in the Weekly Mode

The Owners of Issue 36B Bonds in a Weekly Mode may elect to have their Issue 36B Bonds (or portions of
those Issue 36B Bonds in amounts equal to an Authorized Denomination) purchased on any Business Day at a price
equal to the Purchase Price, upon delivery of an irrevocable written notice of tender to the Paying Agent and the
Remarketing Agent by telephone, e-mail or other means acceptable to the Remarketing Agent, promptly confirmed
in writing to the Paying Agent, not later than 4:00 p.m., New York City time, on a Business Day not less than seven
days before the Purchase Date specified by the Owner in such notice. Such notices of tender are required to state the
CUSIP number, Bond number of such Issue 36B Bonds and the principal amount of such Issue 36B Bond and that
such Issue 36B Bond will be purchased on the Purchase Date specified in such notice. Such Issue 36B Bond shall
be delivered (with all necessary endorsements) at or before 12:00 noon, New York City time, on the Purchase Date
at the office of the Paying Agent in New York, New York; provided, however, that payment of the Purchase Price
will be made only if such Issue 36B Bond so delivered to the Paying Agent conforms in all respects to the
description thereof in the notice of tender. Payment of the Purchase Price will be made to the Owners of such
tendered Issue 36B Bonds by wire transfer in immediately available funds by the Paying Agent by the close of
business in New York, New York, on the Purchase Date. An Owner who gives the notice of tender as set forth
above may repurchase the Issue 36B Bonds so tendered on such Purchase Dates if the Remarketing Agent agrees to
sell the Issue 36B Bonds so tendered to such Owner. If such Owner decides to repurchase such Issue 36B Bonds
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and the Remarketing Agent agrees to sell the specified Issue 36B Bonds to such Owner, the delivery requirements
set forth above will be waived.

Mandatory Purchase Provisions

Mandatory Purchase on Mode Change Date. The Issue 36B Bonds to be changed to another Mode (other
than to the Fixed Rate Mode or the Auction Mode) are subject to mandatory purchase at the Purchase Price on the
Mode Change Date as described below. The Issue 36B Bonds will be delivered by the Owners (with all necessary
endorsements) to the office of the Paying Agent in New York, New York, at or before 12:00 noon on the Mode
Change Date and payment of the Purchase Price will be made by wire transfer in immediately available funds by the
close of business on the Mode Change Date.

The Paying Agent is required to give notice of such mandatory purchase upon conversion to another Mode
(other than the Fixed Rate Mode or the Auction Mode) by mail to the Owners of the Issue 36B Bonds subject to
mandatory purchase no less than 30 days prior to the Mandatory Purchase Date. The notice will state the Mandatory
Purchase Date, the Purchase Price, the numbers of the Issue 36B Bonds to be purchased if less than all of the Issue
36B Bonds owned by such Owner are to be purchased and that interest on the Issue 36B Bonds subject to mandatory
purchase will cease to accrue from and after the Mandatory Purchase Date. The Trustee will give notice of
mandatory purchase by Electronic Means if an Owner so requests in writing and the Trustee receives such request
no later than five Business Days before the Trustee is required to give such notice. The failure to send such notice
with respect to the Issue 36B Bonds as provided in the 1991 Master Resolution will not affect the validity of the
mandatory purchase of any other of the Issue 36B Bonds with respect to which notice was so sent. Any notice sent
as provided in the 1991 Master Resolution will be conclusively presumed to have been given, whether or not
actually received by any Owner. The Paying Agent will give notice of such mandatory purchase upon conversion to
the Fixed Rate Mode or the Auction Mode as part of the notice of change of Mode to be sent to the Owners pursuant
to the 1991 Master Resolution. See “—Weekly Mode Provisions—Change to Fixed Rate Mode” and “—Change to
Auction Mode,” APPENDIX D—“SUMMARY OF CERTAIN PROVISIONS OF THE 1991 MASTER RESOLUTION—Change from
Weekly Mode to Fixed Rate Mode” and “—Change from Weekly Mode to Auction Mode.”

Mandatory Purchase Upon Substitution, Modification or Reduction of Credit Facility or Liquidity Facility.
In the event that on or prior to the 45th day next preceding the Substitution Date, the Commission fails to deliver to
the Paying Agent and the Trustee a Rating Confirmation Notice in connection with the delivery of an Alternate
Credit Facility or an Alternate Liquidity Facility, together with a written statement of Moody’s, Standard & Poor’s
and Fitch, as applicable, indicating that the substitution, modification or reduction of the Credit Facility or Liquidity
Facility will not result in a lowering of their ratings on the Issue 36B Bonds payable from and/or secured by the
Credit Facility or Liquidity Facility as a result of its substitution, modification or reduction, such Issue 36B Bonds
payable from and/or secured by such Credit Facility or Liquidity Facility are subject to mandatory purchase on the
Substitution Tender Date at a price equal to the Purchase Price. The Paying Agent is required to give notice of such
mandatory purchase by mail to the Owners of such Issue 36B Bonds subject to mandatory purchase no less than 30
days prior to the Mandatory Purchase Date. The notice is required to state the Mandatory Purchase Date, the
Purchase Price and that interest on such Issue 36B Bonds subject to mandatory purchase will cease to accrue from
and after the Mandatory Purchase Date. The Trustee is required to give the notice required by the 1991 Master
Resolution by Electronic Means if an Owner so requests in writing and the Trustee receives such request no later
than five Business Days before the Trustee is required to give such notice. The failure to send such notice with
respect to any Issue 36B Bond as provided in the 1991 Master Resolution will not affect the validity of the
mandatory purchase of any other Issue 36B Bond with respect to which notice was so sent. Any notice sent as
provided in the 1991 Master Resolution will be conclusively presumed to have been given, whether or not actually
received by any Owner. Issue 36B Bonds purchased pursuant to the 1991 Master Resolution are required to be
delivered by the Owners (with all necessary endorsements) to the office of the Paying Agent in New York, New
York, at or before 12:00 noon, New York City time, on the Mandatory Purchase Date, and payment of the Purchase
Price of such Issue 36B Bonds will be made by wire transfer in immediately available funds by the Paying Agent by
the close of business on such Mandatory Purchase Date.

Notice of Substitution of Credit Facility or Liquidity Facility without Mandatory Purchase. If at any time
there shall have been delivered to the Trustee (i) an Alternate Credit Facility in substitution for the Credit Facility
then in effect, (il) a Favorable Opinion of Bond Counsel, (iii) a Rating Confirmation Notice from the Rating
Agencies then rating the Issue 36B Bonds indicating that the substitution of the Alternate Credit Facility will not

12



result in a lowering of the ratings on such Issue 36B Bonds to be payable from the Alternate Credit Facility as a
result of its substitution for the current Liquidity Facility, and (iv) written evidence satisfactory to the Credit
Provider of the provision for purchase from the Credit Provider of all Credit Provider Bonds, at a price equal to the
principal amount thereof plus accrued and unpaid interest, and payment of all amounts due it under the Credit
Facility Agreement on or before the effective date of such Alternate Credit Facility, then the Trustee will accept
such Alternate Credit Facility on the Substitution Tender Date and will surrender the Credit Facility then in effect to
the Credit Provider on the Substitution Date. The Commission will give the Trustee, the Paying Agent, the
Remarketing Agent and the Credit Provider written notice of the proposed substitution of an Alternate Credit
Facility for the Credit Facility then in effect no less than 45 days prior to the proposed Substitution Date. The
Trustee will give notice of such proposed substitution by mail to the Owners of the Issue 36B Bonds no less than 30
days prior to the proposed Substitution Date.

Mandatory Purchase Due to Default Under the Credit Facility Agreement or Liquidity Facility Agreement.
The Issue 36B Bonds, excluding any Credit Provider or Liquidity Provider Bonds payable from and/or secured by a
Credit Facility or Liquidity Facility, are subject to mandatory purchase at a Purchase Price equal to the principal
amount thereof, plus accrued interest, if any, if the Trustee receives a notice from the Credit Provider or Liquidity
Provider in writing (i) not later than the close of business on the 6th day after the day on which a Draw was made
under the Credit Facility or Liquidity Facility to pay interest on such Issue 36B Bonds, that the interest portion of the
Credit Facility or Liquidity Facility will not be reinstated as provided in the Credit Facility or Liquidity Facility, or
(i1) that an Event of Default, as defined in the Credit Facility Agreement or Liquidity Facility Agreement, has
occurred and is continuing and the Credit Provider or Liquidity Provider has exercised its option to terminate the
Credit Facility or Liquidity Facility. Such Issue 36B Bonds subject to mandatory purchase will be purchased on the
Mandatory Purchase Date specified by the Credit Facility or Liquidity Provider in such written notice (or if such
date is not a Business Day, the next succeeding Business Day). Such Mandatory Purchase Date will be not more
than 10 nor less than five days after the date such notice is given and on or prior to the Expiration Tender Date.
Purchased Issue 36B Bonds will be delivered by the Owners (with all necessary endorsements) to the office of the
Paying Agent in New York, New York, at or before 12:00 noon, New York City time, on the Mandatory Purchase
Date, and payment of the Purchase Price will be made by wire transfer in immediately available funds by the Paying
Agent by the close of business on the Mandatory Purchase Date.

The Paying Agent is required to give notice by mail to all Owners and the Notice Parties prior to the close
of business on the Business Day after receipt by the Trustee of such notice from the Credit Provider or Liquidity
Provider stating (i) the mandatory purchase of such Issue 36B Bonds; (ii) the Mandatory Purchase Date; (iii) the
Purchase Price; (iv) that such Issue 36B Bonds must be surrendered to collect the Purchase Price; (v) that the Credit
Facility or Liquidity Facility will terminate on the date specified in such notice; and (vi) that interest on such Issue
36B Bonds will cease to accrue to such Owner from and after the Mandatory Purchase Date and such Owner will be
entitled only to the Purchase Price on the Mandatory Purchase Date.

Mandatory Purchase Due to Failure to Extend Credit Facility or Liquidity Facility. If by the Renewal Date
(1) an extension of a Credit Facility or Liquidity Facility, if any, has not been obtained or an Alternate Credit Facility
or Alternate Liquidity Facility, as the case may be, has not been delivered to the Trustee, and (ii) the Commission
has not delivered a Mode Change Notice with respect to a change to a Mode for which a Credit Facility or Liquidity
Facility is not required, then such Issue 36B Bonds payable from and/or secured by such Credit Facility or Liquidity
Facility (not including Credit Provider Bonds and Liquidity Provider Bonds) are subject to mandatory purchase on
the Expiration Tender Date. The Trustee is required to give notice by mail to all Owners of such Issue 36B Bonds
secured by such Credit Facility or Liquidity Facility and the Notice Parties prior to the close of business on the third
Business Day after the Renewal Date of the fact that (i) such Issue 36B Bonds will be purchased, (ii) the Mandatory
Purchase Date on which such Issue 36B Bonds will be purchased, which Date will be the Expiration Tender Date,
(iii) the Purchase Price, (iv) that such Issue 36B Bonds must be surrendered to collect the Purchase Price and (v) that
interest on such Issue 36B Bonds will cease to accrue from and after such Mandatory Purchase Date and that the
Owner will be entitled only to the Purchase Price on the Mandatory Purchase Date. Issue 36B Bonds so purchased
will be delivered by the Owners to the office of the Paying Agent in New York, New York, at or before 12:00 noon,
New York City time, on the Mandatory Purchase Date, and payment of the Purchase Price will be made by wire
transfer in immediately available funds by the Paying Agent by the close of business on such Mandatory Purchase
Date.
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SPECIAL CONSIDERATIONS RELATING TO THE ISSUE 36B BONDS
Remarketing Agent is Paid by the Commission

The responsibility of the Remarketing Agent includes determining the interest rate from time to time and
remarketing the Issue 36B Bonds that are tendered by the owners thereof for optional or mandatory purchase,
subject in to the terms of the Remarketing Agreement, all as further described under “DESCRIPTION OF THE ISSUE
36B BonDS—Purchase Upon Demand of Owners; Mandatory Tender for Purchase.” The Remarketing Agent is
appointed and paid by the Commission for its services. As a result, the interest of the Remarketing Agent may differ
from those of existing holders and potential purchasers of a Issue 36B Bonds.

Remarketing Agent Routinely Purchases the Issue 36B Bonds for its Own Account

The Remarketing Agent acts as a remarketing agent for a variety of variable rate demand obligations and,
in its sole discretion, routinely purchases such obligations for its own account. The Remarketing Agent is permitted,
but is not obligated, to purchase the tendered Issue 36B Bonds for its own account and, in its sole discretion,
routinely acquires such tendered Issue 36B Bonds in order to achieve a successful remarketing of the Issue 36B
Bonds (i.e., because there otherwise are not enough buyers to purchase the Issue 36B Bonds) or for other reasons.
However, no Remarketing Agent is obligated to purchase the Issue 36B Bonds, and may cease doing so at any time
without notice. The Remarketing Agent may also make a market in the Issue 36B Bonds by routinely purchasing
and selling the Issue 36B Bonds other than in connection with an optional or mandatory tender and remarketing.
Such purchases and sales may be at or below par. However, no Remarketing Agent is required to make a market in
the Issue 36B Bonds. A Remarketing Agent may also sell any Issue 36B Bonds it has purchased to one or more
affiliated investment vehicles for collective ownership or enter into derivative arrangements with affiliates or others
in order to reduce its exposure to the Issue 36B Bonds. The purchase of Issue 36B Bonds by the Remarketing Agent
may create the appearance that there is greater third party demand for the Issue 36B Bonds in the market than is
actually the case. The practices described above also may result in fewer Issue 36B Bonds being tendered in a
remarketing.

Issue 36B Bonds May be Offered at Different Prices on Any Date Including an Interest Rate Determination
Date

Pursuant to the Remarketing Agreement, the Remarketing Agent is required to determine the applicable
rate of interest that, in its judgment, is the lowest rate that would permit the sale of the Issue 36B Bonds bearing
interest at the applicable interest rate at par plus accrued interest, if any, on and as of the Rate Determination Date.
The interest rate will reflect, among other factors, the level of market demand for the Issue 36B Bonds (including
whether the Remarketing Agent is willing to purchase the Issue 36B Bonds for its own account). There may or may
not be Issue 36B Bonds tendered and remarketed on a Rate Determination Date, the Remarketing Agent may or may
not be able to remarket any Issue 36B Bonds tendered for purchase on such date at par and the Remarketing Agent
may sell the Issue 36B Bonds at varying prices to different investors on such date or any other date. The
Remarketing Agent is not obligated to advise purchasers in a remarketing if it does not have third party buyers for
all of the Issue 36B Bonds at the remarketing price. In the event the Remarketing Agent owns any Issue 36B Bonds
for its own account, the Remarketing Agent may, in its sole discretion in a secondary market transaction outside the
tender process, offer the Issue 36B Bonds on any date, including the Rate Determination Date, at a discount to par to
some investors.

Ability to Sell the Issue 36B Bonds other than through the Tender Process May Be Limited

The Remarketing Agent may buy and sell the Issue 36B Bonds other than through the tender process.
However, it is not obligated to do so and may cease doing so at any time without notice and may require holders that
wish to tender their Issue 36B Bonds to do so through the Paying Agent with appropriate notice. Thus, investors
who purchase the Issue 36B Bonds, whether in a remarketing or otherwise, should not assume that they will be able
to sell the Issue 36B Bonds other than by tendering the Issue 36B Bonds in accordance with the tender process.
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Remarketing Agent May Be Removed, Resign or Cease Remarketing the Issue 36B Bonds, Without a
Successor Being Named

Under certain circumstances the Remarketing Agent may be removed or have the ability to resign or cease
its remarketing efforts, without a successor having been named, subject to the terms of the Remarketing Agreement.
In the event there is no Remarketing Agent for the Issue 36B Bonds, the Trustee may assume such duties as
described in the 1991 Master Resolution.

SECURITY FOR THE ISSUE 36B BONDS
Authority for Issuance

The Issue 36B Bonds are being issued under the authority of, and in compliance with, the Charter of the
City and County of San Francisco (the “Charter”), the 1991 Master Resolution, and the statutes of the State of
California (the “State”) as made applicable pursuant to the Charter.

Source of Payment; Pledge of Net Revenues

The 1991 Master Resolution constitutes a contract between the Commission and the registered owners of
the Bonds under which the Commission has irrevocably pledged Net Revenues of the Airport to the payment of the
Bonds. Net Revenues are defined as the Revenues derived by the Commission from the operation of the Airport,
less all Operation and Maintenance Expenses. The Issue 36B Bonds are secured by a pledge of, lien on and security
interest in Net Revenues on a parity with the pledge, lien and security interest securing all previously issued Bonds
and any additional Bonds issued under the 1991 Master Resolution.

The term “Revenues” as defined in the 1991 Master Resolution does not include any passenger facility
charge (“PFC”) or similar charge levied by or on behalf of the Commission against passengers, unless all or a
portion thereof are designated as such by the Commission by resolution. In 2001, the Commission first received
approval from the Federal Aviation Administration (“FAA”) to collect and use a PFC in an amount not to exceed at
any time $4.50 per enplaning passenger through January 1, 2004 (as extended). Pursuant to a second application,
the Commission’s authorization to collect a PFC was extended to November 1, 2008 to finance certain eligible
projects. The Commission received approval from the FAA of a third PFC application, as amended, extending the
PFC collection period through January 1, 2017. For additional information regarding the PFC, see “AIRPORT’S
FINANCIAL AND RELATED INFORMATION—Passenger Facility Charge.”

The amounts of PFC collections designated as “Revenues” under the 1991 Master Resolution and applied
to pay debt service on the Bonds since Fiscal Year 2002-03 are described under “AIRPORT’S FINANCIAL AND
RELATED INFORMATION—Passenger Facility Charge.” The Commission expects to continue to designate a portion of
PFCs as Revenues in each Fiscal Year during which such PFC collections are collected and authorized to be applied
to pay debt service on Bonds. See “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Passenger Facility
Charge.”

The Issue 36B Bonds are special obligations of the Commission, payable as to principal, purchase
price, interest and redemption premium, if any, solely out of, and secured by a pledge of and lien on, the Net
Revenues of the Airport and the funds and accounts provided in the 1991 Master Resolution. Neither the
credit nor taxing power of the City and County of San Francisco, the State of California or any political
subdivision thereof is pledged to the payment of the principal or purchase price of, redemption premium, if
any, or interest on the Issue 36B Bonds. No owner of an Issue 36B Bond shall have the right to compel the
exercise of the taxing power of the City and County of San Francisco, the State of California or any political
subdivision thereof to pay the Issue 36B Bonds or the interest thereon. The Commission has no taxing power
whatsoever.

Pursuant to Section 5450 of the California Government Code, the pledge of, lien on and security interest in
Net Revenues and certain other funds granted by the 1991 Master Resolution is valid and binding in accordance
with the terms thereof from the time of issuance of the Issue 36B Bonds; the Net Revenues and such other funds
shall be immediately subject to such pledge; and such pledge shall constitute a lien and security interest which shall
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immediately attach to such Net Revenues and other funds and shall be effective, binding and enforceable against the
Commission, its successors, creditors, and all others asserting rights therein to the extent set forth and in accordance
with the terms of the 1991 Master Resolution irrespective of whether those parties have notice of such pledge and
without the need for any physical delivery, recordation, filing or other further act. Such pledge, lien and security
interest are not subject to the provisions of Article 9 of the California Uniform Commercial Code.

Payment of principal and the purchase price or and interest on the Issue 36B Bonds are additionally secured
by funds drawn under the Letter of Credit issued to the Trustee for the benefit of the Bondholders by the Bank. See
“LETTER OF CREDIT.”

Rate Covenant

The Commission has covenanted that it shall establish and at all times maintain rates, rentals, charges and
fees for the use of the Airport and for services rendered by the Commission so that:

(a) Net Revenues in each Fiscal Year will be at least sufficient (i) to make all required debt service
payments and deposits in such Fiscal Year with respect to the Bonds, any Subordinate Bonds and any general
obligation bonds issued by the City for the benefit of the Airport, and (ii) to make all payments required to be made
to the City; and

(b) Net Revenues, together with any Transfer from the Contingency Account to the Revenues
Account, in each Fiscal Year will be at least equal to 125% of aggregate Annual Debt Service with respect to the
Bonds for such Fiscal Year. See “—Contingency Account.”

In the event that Net Revenues for any Fiscal Year are less than the amount specified in clause (b) above,
but the Commission has promptly taken all lawful measures to revise its schedule of rentals, rates, fees and charges
as necessary to increase Net Revenues, together with any Transfer, to the amount specified, such deficiency will not
constitute an Event of Default under the 1991 Master Resolution. Nevertheless, if, after taking such measures, Net
Revenues in the next succeeding Fiscal Year are less than the amount specified in clause (b) above, such deficiency
in Net Revenues will constitute an Event of Default under the 1991 Master Resolution. See APPENDIX D-—
“SUMMARY OF CERTAIN PROVISIONS OF THE 1991 MASTER RESOLUTION—Certain Covenants—Rate Covenant.”

Use of CP Proceeds to Reduce Operation and Maintenance Expenses and Increase Debt Service Coverage

The term “Net Revenues” is defined in the 1991 Master Resolution as Revenues less Operation and
Maintenance Expenses. Operation and Maintenance Expenses are defined to exclude, among other things, “any
expense for which, or to the extent to which, the Commission is or will be paid or reimbursed from or through any
source that is not included or includable as Revenues.” See APPENDIX D—‘SUMMARY OF CERTAIN PROVISIONS OF
THE 1991 MASTER RESOLUTION—Certain Definitions.” The Commission issued $33.2 million in commercial paper
notes in Fiscal Year 2001-02 to reimburse itself for prior interest expense that could have been capitalized. The
Commission used $25 million of these commercial paper proceeds for reimbursement of capitalized interest in
Fiscal Year 2001-02. These amounts in turn were applied to pay or reimburse the Commission for operating
expenses, the net result of which was a reduction in Operation and Maintenance Expenses, and consequently, an
increase in Net Revenues in Fiscal Year 2001-02 in the same amount. This was done to offset the increase in
terminal rentals and landing fees for airlines serving the Airport that otherwise would have been necessary. With
such adjustments to Operation and Maintenance Expenses, the debt service coverage ratio, excluding Transfers, in
Fiscal Year 2001-02 was 117.5%. Without such adjustments, the debt service coverage ratio, excluding Transfers,
in such Fiscal Year 2001-02 would have been 102%. The Commission used remaining proceeds of the commercial
paper note proceeds issued in Fiscal Year 2001-02 in the amount of $7.8 million for such purposes in Fiscal Year
2002-03 but does not anticipate using commercial paper notes for such purposes in future Fiscal Years.

Contingency Account
The 1991 Master Resolution creates a Contingency Account within the Airport Revenue Fund held by the
Treasurer of the City. Moneys in the Contingency Account may be applied upon the direction of the Commission to

the payment of principal, interest, purchase price or premium payments on the Bonds, payment of Operation and
Maintenance Expenses, and payment of costs related to any additions, improvements, repairs, renewals or
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replacements to the Airport, in each case only if and to the extent that moneys otherwise available to make such
payments are insufficient therefor.

As of April 1, 2008, the balance in the Contingency Account available for transfer, as described below, was
not less than $92.7 million, which was equal to approximately 29.3% of Maximum Annual Debt Service on the
Bonds as of that date.

Moneys in the Contingency Account are deposited in the Revenues Account as of the last Business Day of
each Fiscal Year, and thereby applied to satisfy the coverage requirement under the rate covenant contained in the
1991 Master Resolution, unless and to the extent the Commission shall otherwise direct. See “SECURITY FOR THE
ISSUE 36B BONDs—Rate Covenant.” On the first Business Day of the following Fiscal Year, the deposited amount
(or such lesser amount if the Commission so determines) is deposited back into the Contingency Account from the
Revenues Account. The Commission is not obligated to replenish the Contingency Account in the event amounts
are withdrawn therefrom.

If the Commission withdraws funds from the Contingency Account for any purpose during any Fiscal Year
and does not replenish the amounts withdrawn, such failure to replenish the Contingency Account may have an
adverse effect on the calculation of debt service coverage for such Fiscal Year and subsequent Fiscal Years pursuant
to the rate covenant in the 1991 Master Resolution.

Flow of Funds

The application of Revenues of the Airport is governed by relevant provisions of the Charter and of the
1991 Master Resolution. Under the Charter, the gross revenue of the Commission is to be deposited in a special
fund in the City Treasury designated as the “Airport Revenue Fund.” These moneys are required to be held separate
and apart from all other funds of the City and are required to be applied as follows:

First, to pay Airport operation and maintenance expenses;
Second, to make required payments to pension and compensation funds and reserves therefor;
Third, to pay the principal of, interest on, and other required payments to secure revenue bonds;

Fourth, to pay principal of and interest on general obligation bonds of the City issued for Airport purposes
(there are no general obligation bonds outstanding for Airport purposes);

Fifth, to pay for necessary reconstruction and replacement of Airport facilities;
Sixth, to acquire real property for the construction or improvement of Airport facilities;

Seventh, to repay to the City’s General Fund any sums paid from tax moneys for principal of and interest
on any general obligation bonds previously issued by the City for Airport purposes; and

Eighth, for any other lawful purpose of the Commission, including without limitation transfer to the City’s
General Fund on an annual basis of up to 25% of the non-airline revenues as a return upon the City’s investment in
the Airport. However, the Lease Agreements further limit payments from the Airport Revenue Fund into the
General Fund of the City to the greater of (i) 15% of “Concessions Revenues” (as defined in the Lease Agreements)
and (ii) $5 million per year. The Settlement Agreement provides that this Annual Service Payment to the City
includes the total transfer to the City’s General Fund contemplated by this Charter provision. See “RECENT
DEVELOPMENTS—Payments to the City.”

The 1991 Master Resolution establishes the following accounts within the Airport Revenue Fund: the
Revenues Account, the Operation and Maintenance Account, the Revenue Bond Account, the General Obligation
Bond Account, the General Purpose Account, and the Contingency Account. Under the 1991 Master Resolution, all
Revenues are required to be set aside and deposited by the Treasurer in the Revenues Account as received. Each
month, moneys in the Revenues Account are set aside and applied as follows:
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First: to the Operation and Maintenance Account, the amount required to pay Airport Operation and
Maintenance Expenses;

Second: to the Revenue Bond Account, the amount required to make all payments and deposits required in
that month for the Bonds and any Subordinate Bonds, including amounts necessary to make any parity Swap
Payments to a Swap Counterparty (see “AIRPORT’S FINANCIAL AND RELATED INFORMATION-Interest Rate Swaps™);

Third: to the General Obligation Bond Account, the amount required to pay the principal of and interest on
general obligation bonds of the City issued for Airport purposes (there are no general obligation bonds outstanding
for Airport purposes);

Fourth: to the General Purpose Account, the amount estimated to be needed to pay for any lawful purpose,
including any subordinate Swap Payments payable in connection with the termination of the Swap Agreements (see

“AIRPORT’S FINANCIAL AND RELATED INFORMATION—Interest Rate Swaps™); and

Fifth: to the Contingency Account, such amount as the Commission shall direct.

(Remainder of this Page Intentionally Left Blank)
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Flow of Funds Chart

qualified in its entirety by reference to the statements under the caption “~Flow of Funds.”

et _Transferon July It _ .

The Flow of Funds Chart below sets forth a simplified graphic presentation of the allocation of amounts on
deposit in the Airport Revenue Fund each month. It is provided solely for the convenience of the reader and is

FLOW OF FUNDS CHART

REVENUES ACCOUNT
Deposit of all pledged Revenues

\ 4

First:
OPERATION AND MAINTENANCE ACCOUNT
Payment of Airport Operation and Maintenance Expenses, required payments to
pension and compensation funds and reserves

A

\ 4

Second:
REVENUE BOND ACCOUNT
All payments and deposits required monthly for the Bonds, any Subordinate
Bonds, and parity Swap Payments to a Fixed Rate Swap Counterparty

\ 4

a DEBT SERVICE FUND <
\ 4

b RESERVE FUND <

v

SUBORDINATE BONDS, DEBT |

A

SERVICE AND RESERVE FUNDS

:

Third:
GENERAL OBLIGATION BOND ACCOUNT
Payment of the principal of and interest on general obligation bonds of the City
issued for Airport purposes

|

Fourth:
GENERAL PURPOSE ACCOUNT
Payment for any lawful purpose, including Annual Service Payments to the City,
subordinate Swap Payments relating to termination of Swap Agreements,
necessary reconstruction and replacement of Airport facilities, acquisition of real
property for construction or improvement of Airport Facilities

\ 4

Fifth:
CONTINGENCY ACCOUNT

Deposit and transfer of such amounts as the Commission shall direct

For a detailed description of the transfers and deposits of Revenues, see APPENDIX D—“SUMMARY OF
CERTAIN PROVISIONS OF THE 1991 MASTER RESOLUTION—Revenue Fund; Allocation of Net Revenues.”
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Additional Bonds
General Requirements

Additional Bonds which have an equal and parity lien on Net Revenues with the Issue 36B Bonds and all
previously issued Bonds may be issued by the Commission pursuant to the 1991 Master Resolution (except that only
the Issue 36B Bonds will be entitled to the benefit of the Letter of Credit). The Commission has retained substantial
flexibility as to the terms and conditions of any additional Bonds which may be issued with a lien and charge on Net
Revenues on a parity with that of the Issue 36B Bonds. Such additional Bonds (which may include, without
limitation, bonds, notes, bond anticipation notes, commercial paper, lease or installment purchase agreements or
certificates of participation therein and Repayment Obligations to Credit Providers or Liquidity Providers) may
mature on any date or dates over any period of time; bear interest at a fixed or variable rate; be payable in any
currency or currencies; be in any denominations; be subject to such additional events of default; have any interest
and principal payment dates; be in any form (including registered, book-entry or coupon); include or exclude such
redemption provisions; be sold at such price or prices; be further secured by any separate and additional security; be
subject to optional tender for purchase; and otherwise include such additional terms and provisions as the
Commission may determine, subject to the then-applicable requirements and limitations imposed by the Charter.

Under the Charter, the issuance of Bonds authorized by the Commission must be approved by the Board of
Supervisors of the City (the “Board of Supervisors”). The Commission has authorized and the Board of Supervisors
has approved the issuance of up to $4.3 billion principal amount of refunding Bonds to refund outstanding Bonds
and commercial paper. The Commission has issued $3,251,575,000 principal amount of such refunding Bonds,
excluding the $40,620,000 aggregate principal amount of Issue 36B Bonds that are currently being issued and the
$100,000,000 principal amount of Issue 36A Bonds and the $284,820,000 principal amount of Issue 37A/B Bonds
that are also expected to be delivered on May 7, 2008.

The Commission may not issue any additional Bonds (other than refunding Bonds) under the 1991 Master
Resolution unless the Trustee has been provided with either:

(a) a certificate of an Airport Consultant stating that:

(1) for the period, if any, from and including the first full Fiscal Year following the issuance of such
additional Bonds through and including the last Fiscal Year during any part of which interest on such Bonds is
expected to be paid from the proceeds thereof, projected Net Revenues, together with any Transfer, in each such
Fiscal Year will be at least equal to 1.25 times Annual Debt Service; and

(ii) for the period from and including the first full Fiscal Year following the issuance of such Bonds
during which no interest on such Bonds is expected to be paid from the proceeds thereof through and including the
later of: (A) the fifth full Fiscal Year following the issuance of such Bonds, or (B) the third full Fiscal Year during
which no interest on such Bonds is expected to be paid from the proceeds thereof, projected Net Revenues together
with any Transfer, if applicable, in each such Fiscal Year will be at least sufficient to satisfy the rate covenants in the
1991 Master Resolution (see “SECURITY FOR THE ISSUE 36B BONDS—Rate Covenant”); or

(b) a certificate of an Independent Auditor stating that Net Revenues, together with any Transfer, in
the most recently completed Fiscal Year were at least equal to 125% of the sum of (i) Annual Debt Service on the
Bonds in such Fiscal Year, plus (ii) Maximum Annual Debt Service on the Bonds proposed to be issued.

Any Transfer taken into account for purposes of (a) or (b) above shall not exceed 25% of Maximum
Annual Debt Service in such Fiscal Year. See APPENDIX D—“SUMMARY OF CERTAIN PROVISIONS OF THE 1991
MASTER RESOLUTION-Issuance of Additional Series of Bonds.”

The Commission may issue Bonds for the purpose of refunding any Bonds or Subordinate Bonds upon
compliance with the requirements summarized above or upon provision to the Trustee of evidence that aggregate
Annual Debt Service in each Fiscal Year with respect to all Bonds to be outstanding subsequent to the issuance of
the refunding Bonds will be less than aggregate Annual Debt Service in each such Fiscal Year in which Bonds are
outstanding prior to the issuance of such refunding Bonds, and that Maximum Annual Debt Service with respect to
all Bonds to be outstanding subsequent to the issuance of the refunding Bonds will not exceed Maximum Annual
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Debt Service with respect to all Bonds outstanding immediately prior to such issuance. See APPENDIX D-
“SUMMARY OF CERTAIN PROVISIONS OF THE 1991 MASTER RESOLUTION-Refunding Bonds.”

Repayment Obligations

Under certain circumstances, Repayment Obligations may be accorded the status of Bonds. Repayment
Obligations are defined under the 1991 Master Resolution to mean an obligation under a written agreement between
the Commission and a Credit Provider or Liquidity Provider to reimburse the Credit Provider or Liquidity Provider
for amounts paid under or pursuant to a Credit Facility (which is defined in the 1991 Master Resolution to include
letters of credit, lines of credit, standby bond purchase agreements, municipal bond insurance policies, surety bonds
or other financial instruments) or a Liquidity Facility (which is defined in the 1991 Master Resolution to include
lines of credit, standby bond purchase agreements or other financial instruments that obligate a third party to pay or
provide funds for the payment of the purchase price of any variable rate Bonds) for the payment of the principal or
purchase price of and/or interest on any Bonds. Substantially all of the Outstanding Bonds are enhanced or secured
by Repayment Obligations. In addition, the Commission has entered into various Interest Rate Swap Agreements,
the regularly scheduled payments on which are paid directly out of the debt service fund established with respect to
the related Series of Bonds. Substantially all of the Outstanding Bonds have associated Repayment Obligations.
See APPENDIX D—“SUMMARY OF CERTAIN PROVISIONS OF THE 1991 MASTER RESOLUTION-Repayment
Obligations.” See also “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Interest Rate Swaps.”

Reserve Fund; Reserve Account Surety Bonds

The 1991 Master Resolution does not require that any Series of Bonds be secured the Participating Series
Reserve Account (as defined herein) or any debt service reserve account, as the Commission shall determine. The
Commission has determined that the Issue 36B Bonds will not be secured by a Reserve Account.

The following descriptions of the Participating Series Reserve Account, the Forward Purchase and Sale
Agreements and the Separate Reserve Accounts are provided for information only.

Participating Series Reserve Account

The 1991 Master Resolution established the “Issue 1 Reserve Account” (the “Participating Series Reserve
Account”) in the Reserve Fund as security for each series of Bonds (the “Participating Series”) that is designated by
Supplemental Resolution as being secured by such Participating Series Reserve Account. All Bonds currently
Outstanding under the 1991 Master Resolution have been designated as Participating Series of Bonds except for the
Issue 33 Bonds and Issue 34A/B for which separate reserve accounts were established, and the Issue 36A Bonds and
the Issue 36B Bonds for which no reserve accounts are established.

The reserve requirement for the Participating Series Reserve Account (the “Reserve Requirement”) is an
amount equal to Aggregate Maximum Annual Debt Service with respect to all Outstanding Participating Series of
Bonds. The 1991 Master Resolution authorizes the Commission to obtain Credit Facilities, including surety bonds,
in place of funding the Participating Series Reserve Account with cash and Permitted Investments. Accordingly, the
Commission previously obtained surety bonds issued by MBIA Insurance Corporation (“MBIA”), Ambac
Assurance Corporation (“Ambac”), Financial Guaranty Insurance Company, doing business in California as FGIC
Insurance Corporation (“FGIC”), and XL Capital in the aggregate amount of $135.984 million for deposit in the
Participating Series Reserve Account. There is no requirement under the 1991 Master Resolution that the rating on
any Credit Facility deposited in the Participating Series Reserve Account be maintained after the date of such
deposit, see APPENDIX D—“SUMMARY OF CERTAIN PROVISIONS OF THE 1991 MASTER RESOLUTION—Debt Service and
Reserve Funds.”

Each of Moody’s, Standard & Poor’s and Fitch (collectively, the “Rating Agencies”) has recently released
statements on the potential effects of downturns in the market for structured finance instruments, including
collateralized debt obligations and residential mortgage backed securities, on the claims-paying ability of the bond
insurance companies, including MBIA, Ambac, FGIC and XL Capital. In various releases, the Rating Agencies
have each outlined the processes that they intend to follow in evaluating the effect of this risk on their respective
ratings of financial guarantors. For some financial guarantors, the result of such evaluations could be a ratings
affirmation, a change in rating outlook, a review for downgrade, or a downgrade. Potential investors are directed to
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the Rating Agencies for additional information on their respective evaluations of the financial guaranty industry and
individual financial guarantors, including MBIA, Ambac, FGIC and XL Capital.

On January 18, 2008, Fitch downgraded the insurer financial strength rating of Ambac to “AA”, Rating
Watch Negative.

On January 24, 2008, Fitch downgraded the insurer financial strength ratings on Security Capital Assurance
Ltd. (SCA) and its financial guaranty insurance subsidiaries: XL Capital Assurance Inc. (XL Capital) XL Capital
Assurance (U.K.) Ltd. (XLCA-UK) XL Financial Assurance Ltd. (XLFA) to “A” from “AAA” and the long term
issuer rating to “BBB” from “AA,” and lowered the financial strength ratings of XL Capital to “A-" from “AAA.”
On March 26, 2008, Fitch down graded the insurer financial strength rating of XL Capital to “BB” from “A.”

On January 30, 2008, Fitch downgraded the insurer financial strength rating of FGIC to “AA” from
“AAA.” On January 31, 2008, Standard & Poor’s downgraded the financial strength, financial enhancement and
issuer credit ratings of FGIC to “AA” from “AAA.” On February 14, 2008, Moody’s downgraded the financial
strength ratings of FGIC to “A3” from “AAA.” On February 25, 2008, Standard & Poor’s lowered the financial
strength, financial enhancement and issuer credit ratings of FGIC to “A” from “AA.” On March 26, 2008, Fitch
downgraded the insurer financial strength rating of FGIC to “BBB” from “AA.” On March 28, 2008, Standard &
Poor’s downgraded the financial strength rating of FGIC to “BB” from “A.” On March 31, 2008, Moody’s
downgraded the insurance financial strength rating of FGIC to “Baa3” from “A3.”

For additional information regarding Ambac, FGIC, MBIA and XL Capital and the surety bonds issued by
each, see APPENDIX G—“INFORMATION REGARDING THE RESERVE ACCOUNT SURETY BONDS.”

As of March 31, 2008, the Commission had $311.1 million in the Participating Series Reserve Account in
satisfaction of the Reserve Requirement, consisting of cash, Permitted Investments and surety bonds, as shown
below:

Participating Series Reserve Account Balance
As of March 31, 2008

Cash and Permitted Investments $175.1 million
MBIA Surety Bonds 41.8 million
AMBAC Surety Bonds 39.3 million
FGIC Surety Bonds 15.1 million
XL Capital Surety Bonds 39.8 million

Total $311.1 million

Any amounts on deposit in the Participating Series Reserve Account in excess of the Reserve Requirement
may be withdrawn by the Commission. See APPENDIX F—“INFORMATION REGARDING THE RESERVE ACCOUNT
SURETY BONDS.”

Amounts on deposit in the Participating Series Reserve Account may be used solely for the purposes of
(i) paying interest, principal or mandatory sinking fund payments on the Participating Series of Bonds whenever any
moneys then credited to the debt service funds with respect to such Participating Series of Bonds are insufficient for
such purposes, and (ii) reimbursing the providers of any surety bonds or other credit facilities credited to the
Participating Series Reserve Account for any payments thereunder. In the event that the balance in the Participating
Series Reserve Account is diminished below the Reserve Requirement, the Trustee is required to immediately notify
the Commission of such deficiency and the Commission is required under the 1991 Master Resolution to replenish
the Participating Series Reserve Account by transfers of available Net Revenues over a period not to exceed
12 months from the date on which the Commission is notified of such deficiency. See APPENDIX D—“SUMMARY OF
CERTAIN PROVISIONS OF THE 1991 MASTER RESOLUTION-Debt Service and Reserve Funds and Accounts—
Application and Valuation of the Reserve Account.”
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Forward Purchase and Sale Agreements

The Commission has provided for the investment of a portion of the cash balance in the Participating Series
Reserve Account, as well as a portion of the amounts accumulated from time to time in the debt service funds for the
Bonds, pursuant to long-term Forward Purchase and Sale Agreements which provide a fixed rate of return on
specified permitted investments. These agreements have been entered into in order to increase the investment return
of the Participating Series Reserve Account. The Commission may invest additional amounts in the Reserve Fund
and debt service funds pursuant to such types of agreements.

Separate Reserve Accounts

A separate reserve account with respect to the Issue 33 Bonds was established in the amount of
$34,687,091.71 and was funded with cash released from the Participating Series Reserve Account and a surety bond
in the amount of $14,187,091.71 issued by XL Capital that expires May 1, 2026. A portion of the Issue 33 Bonds
were refunded with a portion of the proceeds of the Issue 34A/B Bonds. However, the Issue 33 Bonds separate
reserve account will remain unchanged as long as any Issue 33 Bonds are Outstanding. See “REFUNDING PLAN.”

A separate reserve account with respect to the Issue 34A/B Bonds was established in the amount of
$13,779,273.51 and was funded with a portion of the proceeds of the Issue 34A/B Bonds.

As permitted under the 1991 Master Indenture, the Commission has determined that the Issue 36B
Bonds will not be secured by a Reserve Account.

Contingent Payment Obligations

The Commission has entered into, and may in the future enter into, contracts and agreements in the course
of its business that include an obligation on the part of the Commission to make payments contingent upon the
occurrence or non-occurrence of certain future events, including events that are beyond the direct control of the
Commission. These agreements include interest rate swap and other similar agreements, investment agreements,
including for the future delivery of specified securities, letter of credit and line of credit agreements for future
advances of funds to the Commission, and other agreements. See “—Reserve Fund; Reserve Account Surety
Policies—Forward Purchase and Sale Agreements” and “—Other Debt Issuance—Subordinate Bonds.” For summaries
of the Interest Rate Swap Policy and the swap agreements entered into by the Commission in connection with the
Issue 32A through 32E Bonds, certain of the Issue 33 Bonds, the Issue 37 Bonds and the Issue 35 Bonds, see
“AIRPORT’S FINANCIAL AND RELATED INFORMATION-Interest Rate Swaps.”

Such contracts and agreements may provide for contingent payments that may be conditioned upon the
future credit ratings of the Airport and/or of the other parties to the contract or agreement, maintenance by the
Commission of specified financial ratios, the inability of the Commission to obtain long-term refinancing for
shorter-term obligations or liquidity arrangements, and other factors. Such payments may be payable on a parity
with debt service on the Bonds, including any “Swap Payments” to a Swap Counterparty as such term is defined in
the 1991 Master Resolution.

The amount of any such contingent payments may be substantial. To the extent that the Commission does
not have sufficient funds on hand to make any such payment, it is likely that the Commission would seek to borrow
such amounts through the issuance of additional Bonds or Subordinate Bonds (including commercial paper).

No Acceleration

The Bonds are not subject to acceleration under any circumstances or for any reason, including without
limitation upon the occurrence and continuance of an Event of Default under the 1991 Master Resolution.
Moreover, the Bonds will not be subject to mandatory redemption or mandatory purchase or tender for purchase
upon the occurrence and continuance of an Event of Default under the 1991 Master Resolution to the extent the
redemption or purchase price is payable from Net Revenues, but may be subject to mandatory redemption or
mandatory purchase or tender for purchase if the redemption or purchase price is payable from a source other than
Net Revenues such as a credit facility or liquidity facility. Amounts payable to reimburse a credit provider or
liquidity provider pursuant to a credit or liquidity facility for amounts drawn thereunder to pay principal, interest or
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purchase price of Bonds, which reimbursement obligations are accorded the status of Repayment Obligations, can be
subject to acceleration, but any such accelerated payments (other than certain amounts assumed to be amortized in
that year under the 1991 Master Resolution) would be made from Net Revenues on a basis subordinate to the Bonds.
See APPENDIX D—“SUMMARY OF CERTAIN PROVISIONS OF THE 1991 MASTER RESOLUTION—Repayment Obligations.”

Upon the occurrence and continuance of an Event of Default under the 1991 Master Resolution, the
Commission would be liable only for principal and interest payments on the Bonds as they became due. The
inability to accelerate the Bonds limits the remedies available to the Trustee and the Owners upon an Event of
Default, and could give rise to conflicting interests among Owners of earlier-maturing and later-maturing Bonds. In
the event of successive defaults in payment of the principal of or interest on the Bonds, the Trustee would be
required to seek a separate judgment for each such payment not made.

Other Debt Issuance
General

In addition to Bonds, the Commission has reserved the power under the 1991 Master Resolution to issue
indebtedness (i) secured in whole or in part by a pledge of and lien on Net Revenues subordinate to the pledge and
lien securing the Bonds (“Subordinate Bonds™), or (ii) secured by revenues earned from a Special Facility (defined
herein) (“Special Facility Bonds™). Provisions of the 1991 Master Resolution governing the issuance of and security
for Subordinate Bonds and Special Facility Bonds are described in APPENDIX D—“SUMMARY OF CERTAIN
PROVISIONS OF THE 1991 MASTER RESOLUTION—Subordinate Bonds” and “—Special Facility Bonds.”

Subordinate Bonds

The Commission has authorized, and the Board of Supervisors has approved, the issuance of up to
$400,000,000 principal amount of Commercial Paper Notes, which constitute Subordinate Bonds. The Notes are
authorized pursuant to Resolution No. 97-0146 adopted on May 20, 1997 (the “Master Subordinate Resolution”) and
Resolution No. 97-0147 adopted on May 20, 1997, as amended and restated by Resolution No. 99-0299 adopted by
the Commission on September 21, 1999, as further amended, including by Resolution No. 00-0343 adopted by the
Commission on August 29, 2000, and Resolution No. 02-0011 adopted by the Commission on January 8, 2002 (the
“Note Resolution,” and together with the Master Subordinate Resolution, the “Subordinate Resolution). The terms
and provisions of the Subordinate Resolution are substantially similar to those of the 1991 Master Resolution.

The Commission obtained an irrevocable direct-pay letter of credit consisting of a principal component
equal to $25 million and an interest component equal to 270 days’ interest calculated at an assumed interest rate of
12% with an option to increase the principal component amount to $200 million, and an interest component equal to
270 days’ interest calculated at an assumed interest rate of 12% per annum to secure repayment of the Notes. The
current letter of credit expires on May 9, 2011 and is issued by State Street Bank and Trust Company.

Payment of the Notes, and repayment of amounts drawn on the letter of credit, is secured by a lien on Net
Revenues subordinate to the lien of the 1991 Master Resolution securing the Bonds. See “—Contingent Payment
Obligations.”

On March 28, 2008, the Airport issued $10 million in taxable Notes to fund capital projects, its first
issuance of Notes since March 14, 2002.

Special Facility Bonds

The Commission may (a) designate an existing or planned facility, structure, equipment or other property,
real or personal, which is at the Airport or part of any facility or structure at the Airport as a Special Facility, (b)
provide that revenues earned by the Commission from or with respect to such Special Facility shall constitute
Special Facility Revenues and shall not be included as Revenues, and (c) issue Special Facility Bonds for the
purpose of acquiring, constructing, renovating, or improving such Special Facility. The designation of an existing
facility as a Special Facility therefore could result in a reduction in the Revenues of the Airport. Principal, purchase
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price, if any, redemption premium, if any, and interest with respect to Special Facility Bonds shall be payable from
and secured by the Special Facility Revenues, and not from or by Net Revenues.

No Special Facility Bonds may be issued by the Commission unless an Airport Consultant has certified:
(1) that the estimated Special Facility Revenues with respect to the proposed Special Facility will be at least
sufficient to pay the principal, purchase price, interest, and all sinking fund, reserve fund and other payments
required with respect to such Special Facility Bonds when due, and to pay all costs of operating and maintaining the
Special Facility not paid by a party other than the Commission; (ii) that estimated Net Revenues calculated without
including the Special Facility Revenues and without including any operation and maintenance expenses of the
Special Facility as Operation and Maintenance Expenses will be sufficient so that the Commission will be in
compliance with its rate covenant during each of the five Fiscal Years immediately following the issuance of the
Special Facility Bonds; and (iii) no Event of Default under the 1991 Master Resolution exists.

SFO FUEL Bonds. The Commission has three outstanding issues of Special Facility Bonds, which were
issued to finance the construction of jet fuel distribution and related facilities at the Airport for the benefit of the
airlines: $93,355,000 Airport Commission of the City and County of San Francisco, San Francisco International
Airport Special Facilities Lease Revenue Bonds (SFO FUEL COMPANY LLC), Series 1997A (AMT); $12,255,000
Airport Commission of the City and County of San Francisco, San Francisco International Airport Special Facilities
Lease Revenue Bonds (SFO FUEL COMPANY LLC), Series 1997B (Taxable); and $19,390,000 Airport
Commission of the City and County of San Francisco, San Francisco International Airport, 1997 Special Facilities
Lease Revenue Bonds (SFO FUEL COMPANY LLC), Series 2000A (collectively, the “SFO FUEL Bonds”). The
SFO FUEL Bonds are payable from and secured by payments made by a special purpose limited liability company
(“SFO Fuel”) pursuant to a lease agreement between the Commission and SFO Fuel with respect to the jet fuel
distribution facilities. SFO Fuel was formed by certain airlines operating at the Airport, including United Airlines,
which were its initial members. The lease payments, and therefore the SFO FUEL Bonds, are payable from charges
imposed by SFO Fuel for into-plane fueling at the Airport, and are not payable from or secured by Net Revenues.
The SFO FUEL Bonds are further secured by an Interline Agreement (the “Interline Agreement”) among the
participating airlines, including United Airlines, under which the participating airlines are obligated to make
payments to SFO Fuel equal to its total net costs, including the lease payments due to the Commission with respect
to the SFO FUEL Bonds. All airlines operating at the Airport are required to have aviation fuel delivered to their
aircraft through the jet fuel distribution facilities of SFO Fuel. See also, “CERTAIN RISK FACTORS—Uncertainties in
the Aviation Industry” and “—Airline Bankruptcies—United Airlines—Lease Recharacterization Litigation.”

For a description of the jet fuel distribution and related facilities at the Airport, see “SAN FRANCISCO
AIRPORT—Current Airport Facilities—Jet Fuel Distribution System.”

Alternate Credit Facility

If the Bank does not extend the Letter of Credit, or the Bank or the Commission terminates the
Reimbursement Agreement in accordance with its terms, then the Commission will use commercially reasonable
efforts to obtain an Alternate Credit Facility to replace the Reimbursement Agreement or to convert the interest rate
on the Issue 36B Bonds to a Non Covered Interest Rate. The Commission is authorized under the 1991 Master
Resolution, to provide for the delivery of an Alternate Liquidity Facility. See “DESCRIPTION OF THE ISSUE 36B
BonDs—Purchase Upon Demand of Owners; Mandatory Tender for Purchase-Mandatory Purchase Provisions—
Mandatory Purchase Upon Substitution Modification or Reduction of Liquidity Facility” and “—Notice of
Substitution of Liquidity Facility Without Mandatory Purchase.”
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LETTER OF CREDIT

Capitalized terms used in this section “LETTER OF CREDIT” and not otherwise defined shall have the
meaning given to such terms as set forth in the Reimbursement Agreement. Reference is made to Appendix I for the
form of the Letter of Credit.

On the date of issuance of the Issue 36B Bonds, the Bank will issue in favor of the Trustee the Letter of
Credit in the maximum aggregate amount of $41,287,727 (the “Original Stated Amount™) which is equal to the
maximum principal amount of the Issue 36B Bonds plus 50 days’ accrued interest on the Issue 36B Bonds at the rate
of 12% per annum based upon a 365-day year. Subject to the terms of the Letter of Credit, the Available Amount
(defined as of the Original Stated Amount (i) less the amount of all prior reductions pursuant to Interest_Drawings,
Redemption Drawing and Reductions, Liquidity Drawings or Stated Maturity Drawings, (ii) less the amount of any
reduction thereof pursuant to a reduction certificate as described in the Letter of Credit to the extent such reduction
is not already accounted for by a reduction in the Available Amount pursuant to (i) above, (iii) plus the amount of all
reinstatements as above provided) may be from time to time reduced and/or reinstated or adjusted. The Letter of
Credit (subject to any reductions and reinstatements as provided therein) supports the payment when due of the
principal of, the purchase price and interest on the Issue 36B Bonds, and provides a liquidity facility in the form of a
Drawing under the Letter of Credit.

The Letter of Credit will automatically expire on the earliest to occur of: (i) May 6, 2011 (the “Stated
Expiration Date”); (ii) the earliest to occur of (A) the date that is 15 days after the date the Issue 36B Bonds are
converted to a rate other than the Weekly Rate (the “Conversion Date”) or (B) the date on which the Bank honors a
drawing on the Letter of Credit on or after the Conversion Date; (iii) the date which is five days following receipt of
a Notice of Termination from the Bank because no Issue 36B Bonds are outstanding, all drawings required to be
made under the 1991 Master Resolution and the Letter of Credit have been made or an Alternate Credit Facility has
been issued to replace the Letter of Credit; and (iv) the date which is 15 days following receipt of written notice
from the Bank that an Event of Termination or certain Events of Default as described in the Reimbursement
Agreement have occurred and directing the Trustee to cause a mandatory tender of the Issue 36B Bonds upon which
date the Letter of Credit will terminate (the “Termination Date”). “Business Day” is defined in the Letter of Credit
as any day other than a Saturday, a Sunday or a day on which banking institutions in the City of Los Angeles,
California are required or authorized by law to remain closed.

All Drawings (as defined in the Reimbursement Agreement) under the Letter of Credit will be paid with the
Bank’s own funds. While in effect, the Letter of Credit entitles the Trustee to draw on the Letter of Credit, on such
dates and at such times as specified in the Letter of Credit. Each Drawing honored by the Bank under the Letter of
Credit will immediately reduce the Letter of Credit Amount by the amount of such Drawing, subject to
reinstatement on the terms set forth in the Letter of Credit.

The obligation of the Bank to honor any Drawing under the Letter of Credit pursuant to the Reimbursement
Agreement is subject to, among other things, the condition precedent that the Bank receive a Drawing certificate in
strict conformity with the Letter of Credit; and the Termination Date has not occurred.

THE BANK

The following information concerning the Bank has been provided by representatives of the Bank and has
not been independently confirmed or verified by the Commission or the Underwriter. No representation is made
herein as to the accuracy or adequacy of such information or as to the absence of material adverse changes in such
information subsequent to the date hereof, or that the information given below or incorporated herein by reference
is correct as of any time subsequent to its date.

Union Bank of California, N.A. (“UBOC”) is the primary banking subsidiary of Union BanCal
Corporation, a bank-holding company based in San Francisco with assets of $57.9 billion as of March 31, 2008.
UBOC is the fourth largest bank in California and among the 25 largest commercial banks in the United States, with
330 full service domestic branches, as well as 2 international facilities.
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As of December, 2007, UnionBanCal Corporation had loans totaling $41.2 billion, and total deposits of
$42.7 billion. For the twelve months ending December, 31, 2007, net income was $608.1 million, compared to
$753.0 million for the same period last year.

Copies of the latest annual report and the most recent quarterly report may be obtained at www.uboc.com
or at UBOC’s Los Angeles office, located at 445 Figueroa Street, Los Angeles, California 90071.

CERTAIN RISK FACTORS

This section provides a general overview of certain risk factors which should be considered, in addition to
the other matters set forth in this Official Statement, in evaluating an investment in the Issue 36B Bonds. This
section is not meant to be a comprehensive or definitive discussion of the risks associated with an investment in the
Issue 36B Bonds, and the order in which this information is presented does not necessarily reflect the relative
importance of various risks. Potential investors in the Issue 36B Bonds are advised to consider the following
factors, among others, and to review this entire Official Statement to obtain information essential to the making of
an informed investment decision. Any one or more of the risk factors discussed below, among others, could lead to
a decrease in the market value and/or in the marketability of the Issue 36B Bonds. There can be no assurance that
other risk factors not discussed herein will not become material in the future.

Floating Rate Debt and Credit Enhancement Downgrades

As described under the caption “RATINGS” the Rating Agencies have, in recent months, downgraded the
claims-paying ability and financial strength ratings of a number of the nation’s monoline bond insurance companies.
Most of the bond insurers in question are insurers of one or more series of Outstanding Bonds of the Airport and/or
providers of related debt service reserve fund surety bonds and/or swap insurance policies with respect to
Outstanding Bonds. It is possible that the Rating Agencies could issue additional statements leading to a change in
rating outlook, a review for downgrade or downgrades or further downgrades of the bond insurers that have already
been downgraded or of other bond insurers or credit enhancers. The Airport’s exposure to the credit of downgraded
bond insurers or credit enhancers could have negative effects on the Airport’s debt portfolio. In addition to an
increase in the interest rates on variable rate and auction rate Bonds secured by the subject bond insurers or credit
enhancers, such downgrades, especially downgrades to below investment grade could lead to termination events or
other negative effects under related agreements including, but not limited to, swap agreements and liquidity
facilities, letters of credit and/or reserve fund surety policies. Payments required under these agreements in the
event of any termination could be substantial and could have a negative impact on Net Revenues and/or the liquidity
position of the Airport. As described under the caption “REFUNDING PLAN—Overview,” the Airport is working
diligently to reduce its exposure to the subject bond insurers by refunding and/or restructuring its variable rate and
auction rate bonds.

Uncertainties of the Aviation Industry
General Factors Affecting Airport Revenues

The principal determinants of passenger demand at the Airport include the growth in the population and
economy of the Airport service region; national economic conditions; political conditions, including, wars, other
hostilities and acts of terrorism; airline airfares, and competition from surrounding airports; airline service and route
networks; the capacity of the national air transportation system and the Airport; accidents involving commercial
passenger aircraft; and the occurrence of pandemics. For a discussion of certain of these factors and related
considerations, see APPENDIX A—“LETTER AND REPORT OF THE AIRPORT CONSULTANT.” See also “SAN FRANCISCO
INTERNATIONAL AIRPORT-Airline Bankruptcies—United Airlines—Chapter 11 Filing” and “—Other Bay Area
Airports.”

In addition to revenues received from the airlines, the Airport derives a substantial portion of its revenues
from concessionaires including parking operators, merchandisers, car rental companies, food outlets and others. See
“AIRPORT FINANCIAL AND RELATED INFORMATION—Concessions.” Declines in Airport passenger traffic have, and
may in the future, adversely affect the commercial operations of many of such concessionaires. Severe financial
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difficulties affecting a concessionaire could lead to a failure to pay rent due under its lease agreement with the
Airport or could lead to the cessation of operations of such concessionaire.

The ability of the Airport to derive revenues from its operations depends in part upon the financial health of
the airline industry and international relations. Since the economic deregulation of the airline industry in 1978, the
industry has undergone significant changes, including numerous airline mergers, acquisitions, bankruptcies and
liquidations. The financial results of the airline industry have been subject to substantial volatility since
deregulation, and many carriers have had extended periods of unprofitability, particularly after the events of
September 11, 2001, the SARS epidemic, the war in Iraq, recessions, availability of aviation fuel and increases in
aviation fuel prices. Additional bankruptcy filings, mergers, consolidations and other major restructuring by airlines
are possible. See also “SAN FRANCISCO INTERNATIONAL AIRPORT—Airline Bankruptcies” and APPENDIX A-—
“LETTER AND REPORT OF THE AIRPORT CONSULTANT—Financial Analysis.”

Bankruptcy

In the event a bankruptcy case is filed with respect to an airline operating at the Airport, a bankruptcy court
could determine that the Lease Agreement to which such airline is a party is an executory contract or unexpired
lease pursuant to Section 365 of the United States Bankruptcy Code. (See “SAN FRANCISCO INTERNATIONAL
AIRPORT—Existing Airline Agreements—Potential Effects of an Airline Bankruptcy.”) In that event, a trustee in
bankruptcy or the airline as debtor-in-possession might reject the Lease Agreement, in which case the Commission
would regain control of any leased facilities (including gates and boarding areas) and could lease them to other
airlines. The rejection of a Lease Agreement in connection with the bankruptcy of an airline operating at the Airport
may result in the loss of Revenues to the Commission and a resulting increase in the costs per enplaned passenger
for the airlines remaining at the Airport. In addition, the Commission may be required to repay landing fees,
terminal rentals and other amounts paid by the airline up to 90 days prior to the date of the bankruptcy filing. The
Commission’s ability to lease such facilities to other airlines may depend on the state of the airline industry in
general, on the nature and extent of the increased capacity at the Airport resulting from the departure of the bankrupt
airline, and on the need for such facilities.

Also, under the United States Bankruptcy Code, any rejection of a Lease Agreement could result in a claim
for damages for lease rejection by the Commission which claim would rank as that of a general unsecured creditor
of the airline, in addition to pre-bankruptcy amounts owed. For additional information regarding bankruptcy filings
by airlines operating at the Airport see “SAN FRANCISCO INTERNATIONAL AIRPORT—Airline Bankruptcies.”

For a discussion of the effects of an airline bankruptcy on the collection of the passenger facility charge,
see “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Passenger Facility Charge—Collection of PFCs in the
Event of Bankruptcy.”

Airport Security

The September 11, 2001 terrorist attacks resulted in increased safety and security measures at the Airport
mandated by the Aviation and Transportation Security Act passed by the U.S. Congress in November 2001 and by
directives of the Federal Aviation Administration. In addition, certain safety and security operations at the Airport
have been assumed by the Transportation Security Administration. These measures may cause passenger delays
from time to time and require significant expenditures by the Commission in order to comply with these directives.
In spite of the increased security measures, there is no assurance that there will not be additional acts of terrorism
resulting in further disruption to the North American air traffic system, increased passenger and flight delays, and
further reductions in Airport passenger traffic and/or Airport revenues. See “SAN FRANCISCO INTERNATIONAL
AIRPORT—Airport Security.”

Expiration of Leases

The City, acting through the Commission, has entered into certain long-term lease agreements (the “Lease
Agreements”) with certain of the airlines that operate at the Airport (the “Signatory Airlines™) according to which
the Signatory Airlines pay terminal rents and landing fees under a residual rate-setting system. See “SAN
FRANCISCO INTERNATIONAL AIRPORT—Existing Airline Agreements—Lease Agreements.” The Commission expects
that prior to the expiration of the existing Lease Agreements on June 30, 2011, the Commission may (a) extend the
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Lease Agreements, (b) negotiate new long-term agreements, (¢) enter into month-to-month agreements, or (d) not
enter into new agreements, and instead set rates and charges from time to time for airlines serving the Airport by
Commission resolution. Any new agreements could be based on either a compensatory or a residual rate-setting
methodology. In any event, the Commission will establish rates and charges that will comply with the requirements
of the rate covenant under the 1991 Master Resolution. For a description of the rate covenant, see “SECURITY FOR
THE ISSUE 36B BONDs—Rate Covenant.” If the Commission and the airlines do not execute new agreements by the
time the existing Lease Agreements expire, the Commission would set rates and charges that are consistent with any
applicable parameters established by the FAA, the U.S. DOT or their successors. The Commission cannot predict
what form any new agreements may take, whether the existing residual rate-setting system will be continued or
whether the balance of risks and benefits between the Commission and the airlines will be the same as under the
current Lease Agreements. See also “SAN FRANCISCO INTERNATIONAL AIRPORT—Existing Airline Agreements—
Lease Agreements” and “—Expiration of the Settlement Agreement and Lease Agreements” and APPENDIX A—
“LETTER AND REPORT OF THE AIRPORT CONSULTANT.”

Seismic Risks

The Airport is located in a seismically active region. The San Francisco Bay Area has experienced several
major and numerous minor earthquakes. The largest was the 1906 San Francisco earthquake along the San Andreas
fault with an estimated magnitude of 8.3 on the Richter scale. The most recent significant seismic event was an
earthquake measuring 7.1 on the Richter scale that occurred in October 1989.

The Airport could sustain extensive damage to its facilities, including to the control tower, in a major
earthquake from ground motion and possible liquefaction of underlying soils and resulting tidal surges. Damage
could include pavement displacement (which could, in the worst case, necessitate the closing of one or more
runways for extended periods of time), distortions of pavement grades, breaks in utilities, loss of water supply from
the City’s Hetch Hetchy water system, drainage and sewage lines, displacement or collapse of buildings, rupture of
gas and fuel lines (including the common carrier pipelines under the San Francisco Bay that supply jet fuel to the
Airport), and collapse of dikes at the Airport with consequential flooding. See “SAN FRANCISCO INTERNATIONAL
AIRPORT—Current Airport Facilities—Seismic Design of Airport Facilities.”

Competition

Metropolitan Oakland International Airport and Norman Y. Mineta San Jose Airport are the other airports
in the Bay Area that compete with the Airport for passengers and cargo traffic. Competition from these airports
could affect passenger and cargo demand at the Airport. For a further discussion of such airports see “SAN
FRANCISCO INTERNATIONAL AIRPORT-Other Bay Area Airports” and APPENDIX A—“LETTER AND REPORT OF THE
AIRPORT CONSULTANT-Background—Other Bay Area Airports.”

Uncertainties of Projections, Forecasts and Assumptions

The Report of the Airport Consultant dated January 23, 2008 contains certain assumptions, forecasts and
projections. No attempt has been made by the Airport Consultant to update such Report or any information
or projections contained therein. See APPENDIX A—“LETTER AND REPORT OF THE AIRPORT CONSULTANT.”
Projected compliance with certain of the covenants contained in the 1991 Master Resolution is also based upon
assumptions and projections. Projections and assumptions are inherently subject to significant uncertainties.
Inevitably, some assumptions will not be realized and unanticipated events and circumstances may occur and actual
results are likely to differ, perhaps materially, from those projected. Accordingly, the projections contained in the
Report of the Airport Consultant dated January 23, 2008 speak as of that date are not necessarily indicative of future
performance, and neither the Commission nor the Airport Consultant assumes any responsibility for the accuracy of
such projections.

Limitation of Remedies
Any remedies available to the Owners of the Bonds upon the occurrence of an event of default under the
1991 Master Resolution are in many respects dependent upon judicial actions which are in turn often subject to

discretion and delay and could be both expensive and time-consuming to obtain. If the Commission fails to comply
with its covenants under the 1991 Master Resolution or to pay principal of or interest on the Bonds, there can be no
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assurance that available remedies will be adequate to fully protect the interests of the owners of the Bonds. The
ability of the Commission to comply with its covenants under the 1991 Master Resolution and to generate Net
Revenues sufficient to pay principal and interest evidenced by the Bonds may be adversely affected by actions and
events outside of the control of the Commission, or may be adversely affected by actions taken (or not taken) by
voters or payers of fees and charges, among others. See “SAN FRANCISCO INTERNATIONAL AIRPORT—Certain
Federal, State and Local Laws and Regulations—State Proposition 218.”

The Bonds are not subject to acceleration under any circumstances or for any reason, including without
limitation upon the occurrence and continuance of an Event of Default under the 1991 Master Resolution.
Moreover, the Bonds will not be subject to mandatory redemption or mandatory purchase or tender for purchase
upon the occurrence and continuance of an Event of Default under the 1991 Master Resolution to the extent the
redemption or purchase price is payable from Net Revenues, but may be subject to mandatory redemption or
mandatory purchase or tender for purchase if the redemption or purchase price is payable from a source other than
Net Revenues such as a credit facility or liquidity facility.

In addition to the limitations on remedies contained in the 1991 Master Resolution, the rights and
obligations under the 1991 Master Resolution may be subject to the limitations on legal remedies against charter
cities and counties in the State, including applicable bankruptcy, insolvency, reorganization, moratorium or similar
laws affecting the enforcement of creditors’ rights generally, now or hereafter in effect, and to the application of
general principles of equity, including, without limitation, concepts of materiality, reasonableness, good faith and
fair dealing and the possible unavailability of specific performance or injunctive relief, regardless of whether
considered in a proceeding in equity or in law. Bankruptcy proceedings, if initiated, could subject the Owners of the
Bonds to judicial discretion and interpretation of their rights in bankruptcy proceedings or otherwise, and
consequently may entail risks of delay, limitation or modification of their rights. The opinion to be delivered by
each of Orrick, Herrington & Sutcliffe LLP and Ronald E. Lee, Esq., Co-Bond Counsel, concurrently with the
execution and delivery of the Bonds, that the 1991 Master Resolution constitutes a valid and binding obligation of
the Commission will be subject to such limitations. The various other legal opinions to be delivered concurrently
with the execution and delivery of the 36B Bonds will be similarly qualified. Co-Bond Counsel expect to deliver
separate opinions substantially in the form set forth in APPENDIX H, subject to the matters discussed under “TAX
MATTERS.” In the event the Commission fails to comply with its covenants under the 1991 Master Resolution or to
pay principal or interest, there can be no assurance that available remedies will be adequate to fully protect the
interests of the holders of the Bonds.

Initiative, Referendum and Charter Amendments

The ability of the Commission to comply with its covenants under the 1991 Master Resolution and to
generate revenues sufficient to pay the principal of and interest on the 36B Bonds may be adversely affected by
actions and events outside the control of the Commission, including without limitation by actions taken (or not
taken) by voters.

Under the State Constitution, the voters of the State have the ability to initiate legislation and require a
public vote on legislation passed by the State Legislature through the powers of initiative and referendum,
respectively. Under the Charter, the voters of the City can restrict or revise the powers of the Commission through
the approval of a Charter amendment. The Commission is unable to predict whether any such initiatives might be
submitted to or approved by the voters, the nature of such initiatives, or their potential impact on the Commission or
the Airport. See “CAPITAL PROJECTS AND PLANNING—Suspension of Activities of Airfield Development Bureau.”

Risk of Tax Audit of Municipal Commissions

In December 1999, as a part of a larger reorganization of the Internal Revenue Service (the “IRS”), the IRS
commenced operation of its Tax Exempt and Government Entities Division (the “TE/GE Division”), as the
successor to its Employee Plans and Exempt Organizations division. The new TE/GE Division has a subdivision
that is specifically devoted to tax-exempt bond compliance. Public statements by IRS officials indicate that the
number of tax-exempt bond examinations (which may include the issuance of securities such as the 36B Bonds) is
expected to increase significantly under the new TE/GE Division. There is no assurance that if an IRS examination
of the Bonds issued by the Commission as tax-exempt bonds was undertaken that it would not adversely affect the
market value of the 36B Bonds. See “TAX MATTERS.” The Commission has not been the subject of an audit, is not
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currently the subject of any ongoing audit, nor has it been notified by the IRS regarding the possibility of any such
audit.

Future Legislation

The Airport is subject to various laws, rules and regulations adopted by the local, State and federal
governments and their agencies. The Commission is unable to predict the adoption or amendment of any such laws,
rules or regulations, or their effect on the operations or financial condition of the Airport.

SAN FRANCISCO INTERNATIONAL AIRPORT
Introduction

San Francisco International Airport, which is owned and operated by the City, is the principal commercial
service airport for the San Francisco Bay Area. The Airport is located 14 miles south of downtown San Francisco in
an unincorporated area of San Mateo County between the Bayshore Freeway (U.S. Highway 101) and the San
Francisco Bay. According to final data for Calendar Year 2006 from the Airports Council International (the “ACI”),
the Airport ranked 14th in the United States in terms of passengers and 13th in terms of air cargo tonnage. The
Airport is also a major origin and destination point and one of the nation’s principal gateways for Pacific traffic and
serves as a domestic hub and Pacific gateway for United Airlines.

Organization and Management

Under the Charter, the Commission is responsible for the operation and management of the Airport, which
is a department of the City. The Commission consists of five members appointed by the Mayor for four-year
overlapping terms. All appointments are subject to rejection by a two-thirds vote of the Board of Supervisors and
any member may be removed by a three-fourths vote of the Board of Supervisors for official misconduct.

Until 2007, upon the expiration of their term, members of the Commission continued to serve until
reappointed for an additional term or until a new member was appointed. On November 6, 2007, Proposition B, a
Charter amendment, was approved by the voters limiting the tenure of appointed members serving on charter-
created City boards or commissions to no more than 60 days following the expiration of their term.

The current members of the Commission and their respective occupations and terms are as follows:

Member Occupation Term Ends August 31 of

Larry Mazzola, President Business Manager and Financial 2010
Secretary/Treasurer, Local Union 38

Linda S. Crayton, Vice President Regional Senior Director, Government 2008
Relations, Comcast Cable Communications

Richard J. Guggenhime Attorney (Of Counsel), Heller Ehrman LLP 2009
Caryl Ito Businesswoman, Bozeman and Associates 2010
Eleanor Johns Executive Director of the Willie L. Brown, 2011

Jr. Institute on Politics and Public Service

Under the Charter, the Commission is responsible for the “construction, management, supervision,
maintenance, extension, operation, use and control of all property, including the real, personal and financial assets
under its jurisdiction.” The Commission has the exclusive authority to plan and issue revenue bonds for airport-
related purposes, subject to the approval, amendment or rejection by the Board of Supervisors.

The Commission also has exclusive power to fix and adjust Airport rates, fees and charges for services and
facilities provided by the Airport.
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The Commission’s budget and certain Commission contracts and leases (generally, those for a term of
more than 10 years or involving revenue to the City of more than $1,000,000 or expenditures of more than
$10,000,000), and modifications thereto, require approval of the Board of Supervisors. In addition, if any project is
estimated to cost more than $25 million, and more than $1 million in predevelopment, planning or construction costs
will be paid with City funds, then the Board of Supervisors is required to make a determination of fiscal feasibility
prior to the commencement of environmental review, if any, on such project.

Other City departments provide certain functions, services and personnel to the Commission, including the
Police Department, the Fire Department, the Water Department, the City’s Hetch Hetchy Water and Power Division,
the Department of Public Works, the City Controller, the Purchasing Department, the City Attorney and the City-
wide risk manager. See “AIRPORT’S FINANCIAL AND RELATED INFORMATION-City Budget Process” and
“~Payments to the City.”

Airport Senior Management and Legal Counsel

Senior management is led by the Airport Director (“Director”), who has the authority to administer the
affairs of the Commission as the chief executive officer thereof. Under the Charter, the Director is appointed by the
Mayor from candidates submitted by the Commission. Once appointed by the Mayor, the Director serves at the
pleasure of the Commission.

The Director created the position of Chief Operating Officer who reports to the Director. The Chief
Operating Officer supervises the Airport’s Administration, Facilities Maintenance, Operations and Security,
Planning, and Design and Construction divisions.

The Airport is managed by the Chief Operating Officer. Six Deputy Directors oversee and manage the
following divisions: Administration, Business and Finance, Communications and Marketing, Facilities, Operations
and Security and the Bureau of Design and Construction. All of the divisions, except Business and Finance and
Communications and Marketing, who report directly to the Airport Director, report to the Chief Operating Officer.

Brief biographies of the principal members of the senior management and legal counsel at the Airport are
set forth below:

Mr. John L. Martin was appointed Airport Director in November 1995. Prior to this appointment, he
served for two years as Deputy Airport Director—Business and Finance and five years as Assistant Deputy Airport
Director—Business and Finance. He has worked for the Commission since 1981. In October 2004, Mr. Martin was
named Director of the Year by Airport Revenue News. He is also a past member of the Board of Directors and the
Vice President of the Airports Council International, Pacific Region and a past member of the Board of Directors of
ACI-Pacific Region and ACI-World.

Mr. Jackson J. Wong was appointed Chief Operating Officer in August 1998. In this position he oversees
the Airport Museum and the following Airport divisions: Administration, Facilities Maintenance, Operations and
Security, and the Bureau of Design and Construction. From March 1994 to August 1998 he served as Deputy
Airport Director-Facilities, Operations and Maintenance. Prior to that appointment, he served for four years as
Bureau Chief for the Department of Public Works, City and County of San Francisco. Mr. Wong has over 20 years
of experience in engineering, construction management, and project administration.

Mpr. Leonardo “Leo” Fermin, Jr. was appointed Deputy Airport Director-Business and Finance in July
2003. From October 2002 until July 2003, he served as Acting Deputy Airport Director - Business and Finance. He
has been with the Airport since July 1986, serving in a number of positions, including Assistant Deputy Director for
Financial Planning and Analysis for five years and as Finance Director since November 2001. Prior to joining the
Airport, Mr. Fermin served 13 years in a variety of financial and accounting capacities in the private sector. In
October 2002, Mr. Fermin was nominated for the City’s Public Managerial Excellence Award.

Mr. Tryg McCoy was appointed Deputy Airport Director-Operations and Security in December 2003. He
joined the Airport staff in June 1996 as an Airport Duty Manager, Operations and became Assistant Deputy Airport
Director, Operations in October 1997. Prior to joining the Airport, Mr. McCoy served for one year as the Regional
Manager for Ogden Aviation Services based at the Airport. Mr. McCoy worked for 22 years with American
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Airlines and Air California, where his experience included all positions from baggage handler to General Manager.
Mr. McCoy was a nominee for the City’s 2003 Public Managerial Excellence Award.

Ms. Theresa M. Lee was appointed Deputy Airport Director-Administration in July 1996. Prior to her
appointment, she served as Administrative and Special Projects Manager in the Airport’s Bureau of Planning and
Environmental Affairs and 3-1/2 years as the Deputy Finance Director in the San Francisco Mayor’s Office where
she was responsible for the management and development of the City’s budget. Ms. Lee has over 17 years of public
policy, administration and management experience in state and local government.

Ms. Kandace Bender was appointed Deputy Airport Director-Communications and Marketing in
August 2002. From September 2000 to August 2002, she managed all public information and communications for
the Airfield Development Bureau, focusing in particular on all aspects of communications surrounding the Runway
Modernization Program. Prior to that, Ms. Bender served as Press Secretary to San Francisco Mayor Willie L.
Brown Jr. for five years. She has 18 years experience as a daily print reporter and editor.

Mpr. Ernie Eavis was appointed Deputy Airport Director of Facilities (formerly Facilities Operations and
Maintenance) in March 1999. Mr. Eavis is a registered Civil Engineer in the State of California with over 35 years
of professional engineering experience at the Airport. Mr. Eavis is the designated building official for the Airport
and has served for the last 20 years as either the Principal and/or the Chief Engineer for the Airport.

Mr. Ivar Satero was appointed Deputy Director for the Bureau of Design and Construction in December
2003. From February 2002 through November 2003, he served as the Administrator of the Bureau of Design and
Construction and then as the Administrator of Airport Development. From February 1994 to February 2002, Mr.
Satero was the Project Manager responsible for various Near-Term Master Plan projects of the Airport and then the
Program Manager responsible for the management, implementation and construction of the AirTrain System and the
BART Extension to the Airport. Prior to joining the Airport in February 1994, Mr. Satero worked for the Public
Utilities Commission of the City as Project Engineer/Project Manager for various municipal railway and Hetch
Hetchy water system capital improvement projects.

Ms. Danielle Rinsler was appointed Associate Deputy Director for Planning in March 2006. She is
responsible for leading major planning and development activities at the Airport, including implementation of the
Capital Plan. From December 2004 through March 2006, Ms. Rinsler was the Financial Planning and Analysis
Manager at the Airport where she was part of the management team responsible for, among other things,
development of the budget, including Airport rates and charges. Prior to joining the Airport, Ms. Rinsler was a
Planning Consultant for a national aviation consulting firm and from July 1997 to August 2000 she was an aviation
planner with the Massachusetts Port Authority.

Mpr. Robert Maerz was appointed Airport General Counsel by the City Attorney in February 2003. Prior to
this appointment, Mr. Maerz was the head of the Contracts and Intellectual Property Division for the City Attorney’s
Office. Mr. Maerz joined the City Attorney’s Office in 1984 and served as assistant general counsel to the Port of
San Francisco from 1993 through 1996, and as assistant general counsel to the Airport from 1988 through 1993.
Mr. Maerz also served for six years as the lead counsel representing San Francisco in its effort to win the United
States Olympic Committee’s bid competition to select a U.S. candidate city to host the 2012 Summer Olympic
Games.

Current Airport Facilities
General

The Airport occupies approximately 5,171 acres, of which approximately 2,383 acres have been developed
for Airport use. Approximately 2,788 acres are tidelands, and have not been developed.
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Airfield

General. The runway and taxiway system occupies approximately 1,700 acres and includes four
intersecting runways, three of which are equipped with instrument landing systems (an “ILS”) for arrivals. Each of
the four runways is 200 feet wide and is paved with asphaltic concrete. The east-west runways, 28R-10L and
28L-10R, are 11,870 and 10,600 feet long, respectively. The north-south runways, 1R-19L and 1L-19R, are 8,900
and 7,000 feet long, respectively. The current runway system can accommodate the arrival and departure at
maximum loads of all commercial aircraft currently in service, including the next generation of new large aircraft
such as the Airbus A-380 and the Boeing Dreamliner. The current runways at the Airport are built on bay tidelands
that were filled during and after World War II. As a result, the runways continue to settle at various rates, and
require periodic repair and maintenance work.

On-Time Performance. On-time flights are defined by the United States Department of Transportation (the
“U.S. DOT”) as any flight that arrives within 15 minutes of the scheduled arrival time. During calendar year 2000,
70.4% of the arrivals at the Airport were on time, down from approximately 75.1% for calendar year 2005,
according to the U.S. DOT On-Time Arrival Performance statistics. The Airport, which operates four runways, was
behind the other Bay Area airports in on-time arrivals, with 78.2% of arrivals at Oakland, which operates runway,
and 79.1% of arrivals at San Jose, which operates two runways, on time. During calendar year 2006, 76.7% of the
Airport’s departures were on time, compared to 78.4% of departures for Oakland and 82.3% of departures for San
Jose. As operational levels continue to rise, it is expected that congestion delays may adversely affect on-time
arrivals and departures.

In March 1999, in order to improve the efficiency of aircraft operations during certain weather conditions,
the Commission approved the acquisition and installation of an FAA Precision Runway Monitoring System (a
“PRM”) for its primary arrival runways (28R and 28L). In good weather conditions (cloud ceiling of at least 3,600
feet) 60 planes per hour land at the Airport. In bad weather conditions (cloud ceiling of between 1,600 feet and
3,600 feet) 30 planes per hour are permitted to land at the Airport. The PRM, combined with the implementation of
the Simultaneous Offset Instrument Approach (a “SOIA”) flight approach procedure, allows as many as 38 planes
per hour to safely land during bad weather conditions.

The FAA certified and accepted the PRM/SOIA and associated glidescope and localizer (navigation
guidance equipment) in January 2003. Final operational and communications details for use of the PRM/SOIA were
developed by the FAA, the Airline Pilots Association, the airlines and the National Air Traffic Controllers
Association and the system has been operational in October 2004.

Improvements to Accommodate New Large Aircraft. The introduction of the next generation of new large
aircraft (“NLAs”) will significantly affect airport design at most airports in the United States where NLAs are
expected to operate. Generally, existing facilities are designed for aircraft having a maximum wingspan of 213 feet
(“Group V Aircraft”). It was anticipated that the NLAs, with a wingspan of 262 feet, could require, among other
things, reinforced pavement and aprons, and more clearance and separation on the taxiways, at the gates, and for the
aircraft parking positions than the Group V Aircraft.

The Airport currently operates three gates in the International Terminal Complex with sufficient clearance
to accept NLAs, and is considering making modifications to three additional gates in the ITC to accept NLAs.

The Airport anticipated that certain taxiways would need to be redesigned to provide sufficient clearance
and pavement support to permit the simultaneous and efficient movement of NLAs and other large aircraft. The
Airport also anticipated that certain fuel delivery systems at the gates would need to be modified to service the
NLAs, and that additional gates with sufficient clearance would need to be constructed.

In 2004, the Airport received FAA approval of its modification of standards to permit minimum
improvements to the airfield in order to accommodate the operation of NLAs with few operational restrictions. In
October 2007, the Airport completed taxiway modifications to accommodate the NLAs, and was the first airport on
the West Coast to do so. The costs of these modifications were reimbursed by the FAA. As a result, the runways
and most of the taxiways do not require relocation or realignment. Minor modifications to the fuel delivery system
at one gate were completed in summer 2006, and modifications to three gates, including construction of a third
loading bridge, were completed in September 2007.

34



Terminals

International Terminal. The International Terminal Complex (the “ITC”) is a 2.5 million square foot state-
of-the-art facility located directly above an entry roadway network, and houses ticketing, Federal Inspection Service,
baggage facilities, concessions, and airline offices. The approximately 1.7 million square foot terminal connects to
the new Boarding Areas A and G, which have a combined space of approximately 850,000 square feet and 24 gates.
The ITC (with total floor area covering almost 44 football fields) is the largest common use airport terminal in the
United States.

The Airport owns and maintains a telecommunications system and a common use baggage system that
supports all airlines in the ITC. The Airport provides technical support and assistance to the airlines 24-hours a day
for the telecommunications system. The Airport’s common use baggage system has been performing well, with no
disruptions. See also “—Airport Security.”

Other Airport Terminals. In addition to the ITC, the Airport currently has three other terminal buildings
(together with the ITC, the “Terminal Complex™) consisting of approximately 2.6 million square feet of space.
Terminal 1 and Terminal 3 handle domestic flights and flights to Canada and Mexico. Terminal 2, the former
international terminal, has been closed to passenger traffic for conversion to a domestic terminal to meet projected
gate needs. The Airport expects to reopen Terminal 2 in fall 2010 and to increase the number of gates from 10
to 14. See also “—Airport Security” and “CAPITAL PROJECTS AND PLANNING.”

Environmental Sustainability Program. The ACI-NA named the Airport as the 2007 recipient of the
Environmental Management Award for its Environmental Sustainability Program. This program, was initiated by
the Airport in 2005, and seeks to reduce emissions, save energy, improve water quality, preserve natural resources
and minimize waste. Specifically noted in the award were the pilot program with Virgin Atlantic Airlines to tow
departing aircraft partway to the runway, the 400 Hz power and pre-conditioned air at many gates, conversion of an
airport shuttle to bio-diesel fuel, installation of solar panels and a solid waste minimization and recycling program.

In September 2007, 2,843 solar panels were installed on the rooftop of Terminal 3. This joint project
between the Airport and the San Francisco Public Utilities Commission (the “SFPUC”) has a capacity of
450 kilowatts, which is enough power to provide all daytime lighting needs within Terminal 3, and will generate 628
kilowatt hours annually. This project was paid for with funds provided by the SFPUC Power Enterprise and is the
second solar system project to be installed at the Airport. The first solar system project was a 20 kilowatt system
installed on an engineering building in September 2001.

AirTrain System. The AirTrain System provides 24-hour transit service over a “terminal loop” to serve the
Terminal Complex and over a “north corridor loop” to serve the rental car facility and other locations situated north
of the Terminal Complex. The AirTrain stations are located at the north and south sides of the ITC, Terminals 1, 2
and 3, at the two short-term ITC parking garages, on Lot “D” to serve the rental car facility, and on McDonnell
Road to serve the West Field area of the Airport. The AirTrain operating system uses custom designed software.
Prior to the opening of AirTrain on March 24, 2003, the Commission filed with and received certification from the
California Public Utilities Commission (the “CPUC”) of its system safety program plan for the AirTrain.

Gates

The Airport has 81 operational gates, 46 of which can accommodate wide-body aircraft. Forty-six of the
gates in Terminal 1 and Terminal 3 are under long-term exclusive lease by six airlines pursuant to the Lease
Agreements which expire June 30, 2011. See “SAN FRANCISCO INTERNATIONAL AIRPORT-Existing Airline
Agreements—Lease Agreements.” The Airport’s remaining 35 operational gates are used by airlines either on a
month-to-month exclusive use, common use or joint-use basis. The Airport obtained control of these 35 gates by
way of airline consolidation and the Airport’s buyout of airline improvements. As a result of its rights under the
Lease Agreements and its control of gates which are not subject to Lease Agreements, the Airport has been able to
accommodate new airlines as necessary.
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Twenty-one gates in the ITC became operational in December 2000. The opening of the three remaining
gates in Boarding Area A of the ITC was completed in January 2008. See “CAPITAL PROJECTS AND PLANNING—
Completion of the Near-Term Master Plan Projects” and “—Development of Capital Plans.”

Jet Fuel Distribution System

Pursuant to a Fuel System Lease, dated as of July 1, 1997, the Airport leased its on-Airport jet fuel receipt,
storage, distribution and other related facilities (collectively, the “Fuel System™) to SFO Fuel. Substantially all of
the airlines with regularly-scheduled service to the Airport are members of SFO Fuel. Pursuant to the Interline
Agreement, the members of SFO Fuel are jointly responsible for all costs, liabilities and expenses of SFO Fuel.
SFO Fuel is responsible for the management and operation of the Fuel System. Operation and management of the
Fuel System is performed by a third-party pursuant to an operation and management agreement with SFO Fuel.

The Fuel System currently includes a pipeline system, with a loop around the Terminal Complex which
provides redundancy in the event of a pipeline break; various hydrant systems, some of which are leased to SFO
Fuel; storage tanks owned by the Airport and leased to SFO Fuel, with total storage capacity of approximately
150,000 total barrels (representing approximately 2.9 days of operations based upon 2006 consumption); storage
tanks owned by Chevron Corporation (“Chevron”) and located on ground sublet from SFO Fuel pursuant to a tank
farm sublease, with total storage capacity of approximately 150,000 barrels (representing approximately 2.9 days of
operations based upon 2006 consumption); and other related facilities. The Chevron tanks are operated and
maintained by Chevron. The Chevron tank farm sublease expired on June 30, 2006, at which time Chevron was
entitled to remove its storage tanks. The terms of the tank farm sublease continue on a month-to-month basis. SFO
Fuel is currently in negotiations with Chevron regarding the purchase of the tanks by SFO Fuel and their continued
operation by Chevron.

In early 2007, SFO Fuel finalized an arrangement with an affiliate of Shell Oil for substantial additional
off-Airport jet fuel storage at facilities immediately adjacent to the Airport. The total storage capacity at the Shell
Oil facilities is approximately 236,000 total barrels (representing approximately 4.5 days of operations based on
2006 consumption). In addition, SFO Fuel has entered into other agreements for off-Airport jet fuel terminaling,
storage, and transportation for the benefit of SFO Fuel members and to further supplement its on-Airport facilities.
SFO Fuel may elect in the future to construct additional significant on-Airport jet fuel storage and related facilities,
but has no current plans to do so.

Communications Facilities

The Airport operates state-of-the-art telecommunications facilities at the ITC that are similar to those of
major telecommunications companies. The Airport was the first airport in the United States to offer its tenants
separate broadband services from two local service carriers: Pacific Bell and AT&T Local Services, each of which
provides the Airport with OC-48 Synchronous Optical Network (“SONET”) rings that deliver diverse, redundant,
and continuous services to Airport users.

The Airport operates a Gigabyte Ethernet Network that supports an extensive array of Common-Use
Terminal Equipment (“CUTE”) in the ITC. The CUTE design allows airlines to operate from any service counter in
the ITC as well as in their individual offices.

The Airport has also implemented a contingency communications system for use when catastrophic or
other events disable standard communications systems. This contingency system permits the Airport to deploy a
network of wireless services, including cellular telephones and pagers. In addition, the Airport has the capability to
manually perform passenger processing and baggage transport in the event of emergencies.

Through a concessionaire, T-Mobile, the Airport installed a high-speed wireless broadband network (also

known as “Wi-Fi”) for use by passengers, tenants, the Transportation Security Administration (the “TSA”) and the
Commission. Installation of the Wi-Fi system was completed in November 2003.
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BART Extension to SFO

The San Francisco Bay Area Rapid Transit (“BART”) extension to the Airport opened for full operation on
June 22, 2003. The extension creates a convenient connection between the Airport and the greater San Francisco
Bay Area that is served by BART. According to BART statistics in calendar year 2006, there were on average 3,848
weekday exits at the SFO BART station.

An intermodal station in the City of Millbrae provides a direct link to CalTrain offering additional transit
options and connection to the southern parts of the Bay Area as well as San Francisco.

Ground Transportation and Parking Facilities

Public Parking. A 6,385 space hourly Domestic Parking Garage is connected to the three domestic
terminals by seven pedestrian tunnels and three pedestrian bridges, including an elevated pedestrian bridge between
the Domestic Parking Garage and Terminal 1 that opened in August 2007 and an elevated pedestrian bridge from the
Domestic Parking Garage to Terminal 2 that has been completed, but will not be opened to the public until the
renovation of Terminal 2 is completed in fall 2010. Approximately 4,675 of the 6,385 spaces are available for
public parking, 230 are used for taxi stations and 730 are for permit-employee parking. Seven hundred fifty spaces
are cordoned off due to the security requirements of the Aviation and Transportation Security Act. See “—Airport
Security.” The Domestic Parking Garage features ParkFAST, reserved covered parking with an automated entry
and exit system and ParkVALET, providing valet service to all terminals. Two public garages located near the ITC
provide 2,980 spaces for short-term parking. On June 1, 2006, an existing employee parking garage with
approximately 3,112 covered spaces and approximately 1,093 uncovered spaces was converted into a public long-
term parking facility. This long-term parking is located approximately 1.5 miles from the Terminal Complex and
offers 80% covered indoor parking, curbside baggage check-in service for most domestic flights, and free shuttle
bus service to and from the Terminal Complex.

Employee Parking. The Airport also operates three on-Airport employee/permit parking facilities: the
West Field Garage containing 1,722 spaces, located approximately one mile from the Terminal Complex; a 1,600
space surface lot, located at the north end of the Airport, approximately two miles from the Terminal Complex; and
Lot D (formerly the main long-term public lot) with approximately 3,500 spaces, located approximately 1.5 miles
from the Terminal Complex.

Rental Car Facility. A 5,000 space, full service rental car facility for all on-Airport rental car companies is
located approximately one mile north of the Terminal Complex and is accessed from the terminals by the AirTrain.

Bicycle Parking. The Airport offers complimentary bicycle parking in the Central Garage and the ITC for
72 bicycles for up to 14 days.

Maintenance and Cargo Facilities

The airlines have made substantial investments in facilities at the Airport. The United Airlines
maintenance base, containing approximately three million square feet of building and hangar floor area, is United
Airlines’ sole maintenance facility, and one of the world’s largest private aircraft maintenance facilities. Major
maintenance facilities are also operated at the Airport by American Airlines, Delta Air Lines and Northwest
Airlines. The airlines have constructed these maintenance facilities under long-term ground leases. Certain other
airlines operate significant line maintenance facilities at the Airport. See also “—Airline Bankruptcies.”

Certain of the airline maintenance, cargo and other facilities have been financed by bonds issued by the San
Francisco Airport Improvement Corporation, and in two instances by the California Statewide Communities
Development Authority, each of which has the authority to issue tax-exempt private activity bonds. These bonds are
separately secured by leases or loans with the respective airlines and are not payable from Net Revenues. If United
Airlines moved its maintenance operations from the MOC, United Airlines would remain responsible under the
lease until the then-current expiration date.
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Seismic Design of Airport Facilities

The Airport exists in a zone 4 seismic area. Seismic zones aid in identifying and characterizing certain
geological conditions and the risk of seismic damage at a particular location and are used in establishing building
codes to minimize seismic damage. The five seismic zones are: zone 0 (no measurable damage), zone 1 (minor
damage), zone 2 (moderate damage), zone 3 (major damage) and zone 4 (major damage and greater proximity than
zone 3 to certain major fault systems).

The ITC was designed to meet the structural and code requirements for a building of its type located in
seismic zone 4 and to meet the standards of an “essential facility” (i.e., a facility that is immediately occupiable
following a maximum credible seismic event). In addition, the more recent buildings and facilities constructed by
the Airport, including the other terminal buildings, the AirTrain System and the Airport’s garages were designed to
comply with then-current seismic design standards. These structures include the inbound and outbound freeway
ramps and elevated circulation roadways serving the ITC; Garages A and G and the vehicle bridge connecting these
two garages; Concourse H (the AirTrain/BART Station), the elevated guideway, eight stations, and the maintenance
facility for the AirTrain system; the Rental Car Center; and the Communications Center located in a portion of the
North Connector Building that links Terminal 2 to Terminal 3.

In 2006, the Commission engaged an architectural firm to perform a feasibility study and seismic analysis
of Terminal 2, which was constructed in 1951, and Boarding Area D and the FAA control tower, both of which are
structurally integrated with Terminal 2 and were constructed in 1981. The analysis concluded that these facilities
are highly susceptible to significant damage as a result of a major earthquake in the vicinity of the Airport which
could render them inoperable for an extended period of time, and that they require significant structural upgrades in
order to meet today’s stringent seismic code requirements and remain operable following a significant seismic event.
The analysis also recommended that the FAA control tower should be relocated to a less seismically vulnerable site
at the Airport. The FAA has developed contingency plans for the operation of air traffic control functions from a
temporary site in the event the FAA control tower is rendered inoperable. Such remote operations could result in a
reduction in air traffic control service levels and capabilities, and may have a significant impact on the airspace
system supporting the Airport. The Airport is performing a siting analysis to identify the best location for a new
control tower, with FAA approval anticipated by the end of June 2008. The Airport and the FAA are also in
discussions regarding funding for the construction of the new tower. Congress has appropriated an initial $1.5
million to fund tower design activities. The current Capital Plan provides for the renovation of Terminal 2 and
Boarding Area D, including the required seismic upgrades for Boarding Area D. The Capital Plan also includes the
anticipated FAA funding for the new control tower. See also “CAPITAL PROJECTS AND PLANNING.”

In April 2007, the Airport completed the first phase of a two phase project to install and construct
improvements to the upper level roadway at the domestic terminals to increase seismic stability. The first phase of
the improvements consisted of seismically retrofitting the upper level viaduct adjacent to Terminals 1 and 2,
installation and construction of related improvements, utilities and lighting systems. In addition, the Airport
maintains contingency plans to deal with major seismic events. See also, “CERTAIN RISK FACTORS—Seismic Risks.”

Airport Security

In the immediate aftermath of September 11, 2001, the FAA mandated stringent new safety and security
requirements, which have been implemented by the Commission and the airlines serving the Airport. In addition,
Congress passed the Aviation and Transportation Security Act (the “Aviation Act”), which imposed additional
safety and security measures. Certain safety and security functions at the Airport were assumed by the TSA, which
was established by the Aviation Act. Among other things, the Aviation Act required that (i) as of January 18, 2002,
explosive detection screening be conducted for all checked baggage; (ii) all individuals, goods, property, vehicles
and other equipment entering secured areas of airports be screened; (iii) security screeners be federal employees,
United States citizens and satisfy other specified requirements; and (iv) that vehicles be parked at least 300 feet from
airport terminals.

The Commission, the TSA and the airlines satisfied all of these requirements. The Airport installed in the

ITC and in Terminals 1 and 3, 45 TSA certified, three dimensional, GE CTX 9000 explosive detection baggage
screening machines to provide for 100% in-line checked baggage screening, as mandated by the Aviation Act. The
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cost of acquisition and installation of the 45 machines was paid for by the TSA and FAA. In spring 2007, four GE
CTX 9000 explosive detection baggage screening machines that provided redundant screening capability were
removed from the Terminal Complex and three of these machines were installed as part of a cargo screening pilot
program. The fourth explosive detection baggage screening machine was allocated by the TSA for installation
within a new Southwest Airlines stand-alone baggage screening system being installed in Terminal 1. No machines
will be installed in Terminal 2 until fall 2010 when this Terminal is expected to be reopened for passenger traffic.
See also “—Current Airport Facilities—Terminals—Other Airport Terminals.” The Airport may undertake a number of
other required security related capital projects, a portion of the costs of which are expected to be funded by federal
grants.

The Airport contracts for security screeners with private companies. Eleven security stations containing
39 security checkpoints and the ability to relocate security screeners as needed allows the Airport to quickly
accommodate increases in passenger flow.

In August 2007, the Airport became a participant in the Clear Registered Traveler program that permits
prescreened travelers to use a biometric card that allows them to pass through security checkpoints faster. Clear
Registered Traveler program registration booths are located in the ITC and in Terminals 1 and 3.

Airline Service
General

During Fiscal Year 2006-07, the Airport was served by 45 passenger and 12 cargo airlines. In Fiscal Year
2006-07, domestic passenger air carriers provided scheduled non-stop service to 67 airport destinations in the United
States and one-stop service to an additional 31 destinations in the United States. Approximately 34 passenger
airlines provided nonstop scheduled passenger service to over 31 international airport destinations and one-stop
service to an additional 25 international destinations.

During Fiscal Year 2006-07, United Airlines (including SkyWest Airlines/United Express and Ted)
handled 41.8% of the total enplaned passengers at the Airport (an increase in market share of 0.5% compared to
Fiscal Year 2005-06), American Airlines handled 10.2%; and Delta Air Lines (including SkyWest Airlines/Delta
Connection) handled 5.1%.

The domestic enplanements of United Airlines (including SkyWest Airlines/United Express and Ted)
during Fiscal Year 2006-07 increased by 3.4% and its international enplanements increased by 7.3% as compared to
Fiscal Year 2005-06. During Fiscal Year 2006-07, United Airlines handled 36.9% of the international enplaned
passengers, Air Canada handled 7.0%, Lufthansa Airlines handled 5.3%, British Airways handled 5.0% and Alaska
Airlines handled 4.7%. Although United Airlines (including SkyWest Airlines/United Express and Ted) handled
48.6% of the Airport’s total enplanements during Fiscal Year 2006-07 payments by United Airlines accounted for
approximately 26% of the Airport’s operating revenues and approximately 21% of total revenues for such Fiscal
Year. See “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Principal Revenue Sources.”

Low Cost and Low Fare Carriers

During Fiscal Year 2006-07, there were seven airlines at the Airport offering low-cost carrier service:
AirTran Airways, America West Airlines (which was merged in September 2005 into America West Holdings
Corporation, a wholly owned subsidiary of US Airways Group, Inc.), Frontier Airlines (which filed for Chapter 11
bankruptcy protection on April 10, 2008 and continues operations at the Airport. See also “—Airline Bankruptcies—
Frontier Airlines.”), MN Airlines dba SunCountry, Spirit Airlines, Ted and Jet Blue Airlines. These airlines
providing domestic service represented an aggregate of 12.5% of total domestic enplanements at the Airport during
Fiscal Year 2006-07. This compares with 77.6% of the domestic enplanements at Oakland International Airport and
53.2% of the domestic enplanements at San Jose International Airport during Fiscal Year 2006-07.

In Fiscal Year 2007-08, the low-cost carriers Southwest Airlines and Virgin America Airlines commenced
operations at the Airport. See “—New Service.”
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New Service

A description of new service initiated in Fiscal Year 2006-07 and new service that has or is expected to
commence in Fiscal Year 2007-08 is summarized below:

In September 2006, United Airlines expanded from seasonal to year-round daily service from the Airport to
Seoul, South Korea and reinstated daily service from the Airport to Toronto, Ontario, Canada.

In October 2006, Alaska Airlines added 25 weekly flights from the Airport to San Diego, California, one
daily flight to Los Angeles, California and commenced three times per week seasonal service to Cancun, Mexico
and twice weekly service to Ixtapa/Zihautanejo, Mexico; and Lufthanasa Airlines increased the number of flights
from the Airport to Munich, Germany from five to seven days per week.

In April 2007, Northwest Airways reinstated daily nonstop service from the Airport to Memphis,
Tennessee; United Airlines added a daily nonstop evening flight to Frankfurt, Germany and three weekly flights to
Hong Kong; Air China added two weekly flights to Beijing, China resulting in daily service; and Frontier Airlines
added a second daily flight to Las Vegas.

On May 1, 2007, Spirit Airlines returned to the Airport for seasonal service and initiated nonstop service to
Detroit, Michigan.

On May 3, 2007, Jet Blue Airlines commenced nonstop service from the Airport to JFK International in
New York, New York (four times daily), to Logan International Airport in Boston, Massachusetts (once daily), and
on July 27, 2007 to Salt Lake City International Airport (once daily).

In May 2007, Midwest Airlines reinstated summer daily nonstop service to Milwaukee, Wisconsin;
Northwest Airlines commenced daily nonstop service to Indianapolis, Indiana; and AirTran Airlines reinstated
summer daily nonstop service to Indianapolis, Indiana.

In June 2007, United Airlines reinstated daily nonstop flights to Taipei, Taiwan, added once weekly
seasonal service through September 2007 to Billings, Montana, once weekly service to Bozeman, Montana,
commenced twice daily service to Palmdale, California and resumed summer season daily nonstop service to
Anchorage, Alaska; Midwest Airlines added a second daily nonstop flight to Kansas City, Missouri; Quantas
Airlines reinstated three times weekly seasonal service, commencing June 13 through August 12, 2007, from the
Airport to Vancouver, Canada; US Airways added a fourth daily flight to Charlotte, North Carolina; and AirTran
Airways added a third daily flight to Atlanta, Georgia.

In July 2007, AirTran Airways added a fourth daily flight to Atlanta, Georgia; Air Canada added a fourth
daily flight to Vancouver, British Columbia; and MN Airlines dba Sun Country added a second daily flight to
Minneapolis, Minnesota.

In August 2007, Virgin America Airlines initiated service at the Airport with two daily nonstop flights to
John F. Kennedy International Airport in New York, New York and five daily nonstop flights to Los Angeles
International Airport. On September 26, 2007, Virgin America Airlines commenced twice daily flights between the
Airport and Washington Dulles International Airport, and on October 10, 2007, commenced three times daily
nonstop service to Las Vegas, Nevada.

On August 18, 2007, American Airlines added a sixth daily nonstop flight to JFK International Airport in
New York, New York.

On August 27, 2007, Southwest Airlines commenced daily nonstop service from the Airport to Chicago
Midway (three times daily), San Diego, California (eight times daily) and Las Vegas, Nevada (seven times daily).
Southwest Airlines also announced that it expects to offer direct or connecting service to 46 other destinations such
as Boston (via Manchester and Providence), Washington, D.C. (via Washington Dulles) and Baltimore/Washington
and Orlando, Florida in fall 2007 and commencing November 4, 2007, offered eight daily nonstop flights between
the Airport and Los Angeles International Airport.
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In October 2007, Cathay Pacific Airlines added a second daily nonstop flight to Hong Kong; and
Aer Lingus commenced four times weekly service to Dublin, Ireland.

On February 12, 2008, Virgin America Airlines initiated three additional daily nonstop flights between the
Airport and San Diego; on March 9, 2008, it added three daily, nonstop flights from the Airport to San Diego; and
will commence flights to Seattle, Washington on March 18, 2008.

On March 18, 2008, Southwest Airlines is expected to add eight daily flights to Phoenix and four additional
daily, nonstop flights to Los Angeles International Airport.

Three Indian carriers have announced that they will commence daily flights in March and April of 2008.
Air India and Kingfisher Air will operate flights from the Airport to Bangalore, and Jet Airways will operate flights
from the Airport to Mumbai.

Aer Lingus commenced daily flights to Dublin, Ireland on October 28, 2007.

United Airlines announced that it would begin direct, nonstop service between the Airport and Victoria,
British Columbia on June 5, 2008 and between the Airport and Guangzhou, China in 2009.

On April 9, 2008, Emirates Airlines announced that it would commence non-stop daily service from the
Airport to Dubai, the United Arab Emirates on October 26, 2008.

See also “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Operating Revenues—7Terminal Rental Rates
and Landing Fees” and “—Aviation Market Stimulus Program.”

(Remainder of this Page Intentionally Left Blank)
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The following table lists the air carriers reporting enplaned passengers and/or enplaned cargo at the Airport

during Fiscal Year 2006-07.

AIR CARRIERS REPORTING AIR TRAFFIC AT THE AIRPORT

Domestic Passenger Air Carriers
AirTran Airways

Alaska Airlines*(

America West Airlines®
American Airlines*

Continental Airlines*

Delta Air Lines*®

Frontier Airlines®

Hawaiian Airlines

Jet Blue

Midwest Airlines

Northwest Airlines*(V®

Sun Country Airlines/MN Airlines
United Airlines*("

US Airwayst ?

(6)

Foreign Flag Carriers
Aero Mexico

Air Canada

Air China (CAAC)}

Air Francet

Air New Zealand

All Nippon Airwayst
Asiana Airlinest

BelAir

British Airwayst

Cathay Pacific Airlines{
China Airlines*

EVA Airwayst

Japan Airlines*

KLM Royal Dutch Airlinest
Korean Airt

Lufthansa German Airlines}
Mexicana Airlines*

(Fiscal Year 2006-07)

Foreign Flag Carriers (continued)
Philippine Airlines*

Qantas Airlines

Singapore Airlines*

TACA International Airlinest
Virgin Atlantic Airlines}

Cargo Only Carriers

ABX Air Inc.

Ameriflight

Astar Air Cargo/DHL Airways®
Cargolux Airlines
Evergreen International
FedEx*

Focus Air

Kalitta Air

Kitty Hawk Air Cargo"”
Nippon Cargo Airlines
Southern Air Cargo
Tradewinds Airlines
Commuter Air Carriers"'”

Atlantic Southeast Airlines

American Eagle Airlines

Express Jet

Horizon (Alaska Airline code share)

Mesa Airlines

SkyWest Airlines (Delta Connection and United Express)!'"

Seasonal/Charter Air Carriers
Icelandair

Spirit Airlines

Xtra Airways

Indicates a Signatory Airline to a Lease and Use Agreement.

America West Airlines merged into America West Holdings Corporation and became a wholly-owned subsidiary of US Airways
—Airline Bankruptcies—US Airways.” The FAA operating
certificates for America West Airlines were merged as of September 25, 2007 under the US Airways brand.

Delta Air Lines emerged from Chapter 11 bankruptcy protection in April 2007 and continues its operations at the Airport. On April
14, 2008, Delta Air Lines Inc. (“Delta”) and Northwest Airlines Corporation (“Northwest”) announced an agreement in which the two
carriers will merge into a new airline to be called Delta. The merger, which is subject to the approval of Delta and Northwest
shareholders and regulatory approvals, is expected to be completed later in 2008. See “SAN FRANCISCO INTERNATIONAL AIRPORT—

«

Frontier Airlines filed for Chapter 11 bankruptcy on April 10, 2008 and continues operations at the Airport.

Northwest Airlines emerged from Chapter 11 bankruptcy protection in May 2007 and continues its operations at the Airport. On April
14, 2008, Delta Air Lines Inc. (“Delta”) and Northwest Airlines Corporation (“Northwest”) announced an agreement in which the two
carriers will merge into a new airline to be called Delta. The merger, which is subject to the approval of Delta and Northwest
shareholders and regulatory approvals, is expected to be completed later in 2008. See “SAN FRANCISCO INTERNATIONAL AIRPORT—

Sun Country Airlines is owned and operated by MN Airlines LLC d/b/a Sun Country Airlines.
Under its plan of reorganization, which was effective in September 2005, US Airways created a new subsidiary (“US Airways Group,
Inc.”) that merged into America West Holdings Corporation which became a wholly-owned subsidiary of US Airways Group, Inc.

Kitty Hawk Air Cargo filed for Chapter 11 bankruptcy protection on October 15, 2007 and continues operations at the Airport.
The term “commuter air carrier” as used in this listing refers to those air carriers that primarily operate aircraft with 90 seats or fewer
and provide service between two or more points at least five times per week.

T Indicates a Signatory Airline to a Lease and Operating Agreement.
(1) Provides international and domestic air passenger service at the Airport.
(@)
Group, Inc. as part of the US Airways plan of reorganization, see
(3)
Airline Bankruptcies—Delta Air Lines.”
(C))
(5)
Airline Bankruptcies—Northwest Airlines.”
(6
@)
See also “—Airline Bankruptcies—US Airways.”
8) Astar Air Cargo acquired DHL Airways in July 2003.
©
(10)
an

SkyWest Airlines is a United Airlines and Delta Air Lines express carrier at the Airport. SkyWest Airlines became the United
Express carrier at the Airport on June 1, 1998 and the Delta Connection carrier in April 1987.

Source: San Francisco Airport Commission.
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Airline Bankruptcies

The following is a summary of bankruptcy proceedings for airlines that were among the 10 most active
airlines at the Airport for Fiscal Year 2006-07.

United Airlines

Chapter 11 Filing. On December 9, 2002, UAL Corp. (“UAL”), the parent company of United Airlines,
and numerous of its subsidiaries including United Airlines, filed for protection under Chapter 11 of the U.S.
Bankruptcy Code in the United States Bankruptcy Court for the Northern District of Illinois (the “Illinois
Bankruptcy Court”). The filing under Chapter 11 permits a company to continue operations while it develops a plan
of reorganization to address its existing debt, capital and cost structures. See also “CERTAIN RiSK FACTORS—
Uncertainties of the Aviation Industry—Bankruptcy.”

After the Chapter 11 filing, United Airlines continued flight operations at the Airport and has remained
current with its payments to the Airport for rents and landing fees since January 1 2003.

The Airport, and certain of UAL’s operating subsidiaries entered into a Cure Stipulation Agreement, dated
as of March 8, 2004 under which all leases and executory contracts were assumed and all defaults cured.

On January 20, 2006, the Illinois Bankruptcy Court approved a plan of reorganization for UAL and its
subsidiaries. United Airlines emerged from bankruptcy in February 2006.

Maintenance and Operations Center. United Airlines operates one of its five major U.S. hubs at the
Airport. Its other four hubs are located at Chicago O’Hare, Denver, Los Angeles and Dulles near Washington, D.C.
United Airlines currently utilizes a substantial portion of Terminal 3 and a significant portion of the ITC, as well. In
addition, United Airlines leases more than 125 acres from the Airport for its Maintenance and Operations Center and
related facilities (the “MOC”), which is one of the largest private aircraft maintenance facilities in the world and the
sole United Airlines major maintenance facility. This lease, which commenced in 1973, had a 20-year term with
two 10-year options to renew which could be exercised at the sole discretion of United Airlines. United Airlines
exercised its 10-year option which extends the lease until 2013, and provides for a significant increase in rent.
United Airlines closed large maintenance centers in Indianapolis, Indiana and Oakland, California and consolidated
its maintenance operations at the MOC, and at its request the MOC lease was amended to provide for an additional
10-year option.

In 1997, the California Statewide Communities Development Authority (“CSCDA”) issued over
$150,000,000 of its Special Facilities Lease Revenue Bonds to finance passenger, cargo and related facilities at the
Airport for United Airlines, including facilities in Terminal 3, a new baggage handling system, employee parking
facilities, and other improvements. These bonds, which mature in 2033, would have been subject to extraordinary
mandatory redemption if United Airlines did not exercise its option to renew the MOC lease with the Airport in
2003. In November 2000, CSCDA issued an additional $33,200,000 of its special facilities revenue bonds to
finance United Airlines’ facilities in the ITC, Terminal 3 gate modifications undertaken by United Airlines and other
improvements for United Airlines. The CSCDA bonds are not payable from or secured by Airport revenues.
Although United Airlines defaulted on these bonds, United Airlines continued to pay its MOC ground rent to the
Airport. See “—Lease Recharacterization Litigation.”

Lease Recharacterization Litigation. As part of its bankruptcy case, United Airlines brought declaratory
judgment proceedings against the City, CSCDA, three other airports and related special facilities bond indenture
trustees and paying agents in what is known as the “lease recharacterization” litigation. The proceeding against the
City and the Commission sought a declaratory judgment that (i) the CSCDA/United MOC sub-lease and sub-
subleases are not “true” leases but rather a disguised financing for the payment of certain related special facility
bonds; (ii) the failure of United Airlines to pay the rent payments under the sub-leases did not create a default under
the United/Airport MOC ground lease and (iii) United Airlines did not have to make any payments under the sub-
sublease since such payments would be on account of unsecured prepetition debt. United Airlines took the position
that it may continue to occupy the MOC facilities without paying any rent under the sub-subleases if it received a
favorable ruling. Although United Airlines has defaulted on these bonds, United Airlines continues to pay its MOC
ground rent to the Airport.
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The City and the Commission were dismissed as defendants from the suit on July 21, 2003 by stipulation
and CSCDA and the affected bond trustees have vigorously defended their positions. On March 30, 2004, the
bankruptcy court issued its Memorandum of Decision on the summary judgment motions holding, among other
things, that the CSCDA/United MOC sub-lease and sub-subleases were not “true leases” entitled to certain
protections of the United States Bankruptcy Code, but more in the nature of a financing arrangement for federal
bankruptcy law purposes. If the sub-lease/leaseback arrangement is characterized as a leasehold mortgage, the
CSCDA bondholders would be treated as secured creditors of United in the bankruptcy case to the extent of the
value of United Airline’s encumbered leasehold interest in the MOC. The parties appealed this decision and on
November 16, 2004, the federal district court reversed the bankruptcy court, holding that the CSCDA leases were
true leases. United Airlines appealed the decision of the district court to the Seventh Circuit Court of Appeals. On
July 26, 2005, the Seventh Circuit reversed the district court and held that the CSCDA lease was a secured loan and
not a lease for purposes of Section 365 of the Bankruptcy Code and remanded the matter for further proceedings.

Prior to the ruling by the Seventh Circuit and in anticipation of a negative ruling, the indenture trustee filed
an adversary proceeding against United Airlines in the Illinois Bankruptcy Court on April 28, 2004 seeking
declaratory judgment of the extent of its security interest under the subleases. The Airport was not named as a party
in the case, however, both the indenture trustee and United Airlines served discovery requests on the Airport, to
which the Airport responded. Trial in the adversary proceeding occurred on April 24 and 25, 2006. On October 5,
2006, the Illinois Bankruptcy Court entered its Order and a separate Memorandum of Decision pursuant to which
the Court granted the indenture trustee a secured claim in the amount of $27,247,632. The remainder of the
indenture trustee’s claim will be treated as an unsecured claim. On January 31, 2007, the indenture trustee filed a
notice of appeal to the District Court on the issue of the Illinois Bankruptcy Court’s calculation of the value of the
collateral. United Airlines filed a cross appeal. The indenture trustee and United Airlines filed their opening briefs
on June 8, 2007, and July 27, 2007, respectively. The indenture trustee filed a combined reply brief and response
brief on August 17, 2007, following which United Airlines filed a reply brief on September 7, 2007. The
Commission does not anticipate that the eventual outcome of this decision will have a material adverse effect on the
revenues or business operations of the Airport.

Delta Air Lines

On September 14, 2005, Delta Air Lines Inc. and several of its subsidiaries (collectively, “Delta”) filed for
protection under Chapter 11 of the U.S. Bankruptcy Code in the United States Bankruptcy Court for the Southern
District of New York (the “New York Bankruptcy Court”). In Fiscal Year 2006-07, Delta Air Lines (including
Song, its low fare carrier that Delta Air Lines ceased flying as a separate brand in May 2006) represented 4.7% of
the total enplanements and 6.3% of the domestic enplanements at the Airport.

Delta and the Airport are parties to a Lease and Use Agreement, together with associated permits
(collectively, the “Delta Lease”). Since the Chapter 11 filing, Delta continued flight operations at the Airport and
remained current with its payments to the Airport for rents and landing fees.

As a signatory to the Delta Lease, Delta posted a surety bond with the Commission in the amount of $2.3
million to guaranty its performance thereunder. The surety bond is issued by Liberty Mutual Insurance Company is
subject to cancellation upon 60 days prior notice sent to the Airport by certified mail and is in full force and effect.
See also “—Existing Airline Agreements—Surety Bonds under the Lease Agreements.”

On June 5, 2006, the New York Bankruptcy Court entered its Order Establishing Deadline for Filing Proofs
of Claim and Approving the Form and Manner Thereof, establishing a proof of claim deadline of August 21, 2006.
On August 18, 2006, the Airport filed its proof of claim in the amount of $8,105,778.69 for, among other things,
landing fees and prepetition rents and charges arising under the Delta Lease. Delta filed its plan of reorganization
on December 19, 2006, which was confirmed by the Bankruptcy Court on April 25, 2007. Delta emerged from
bankruptcy on April 30, 2007 and continues to operate at the Airport.

In May 2007, the Airport and Delta completed negotiations with respect to the Delta Lease and certain
related issues. As a result, the Airport, following approval by the Board of Supervisors and the Mayor, entered into
a Cure Stipulation Agreement dated as of July 3, 2007 (the “Delta Cure Stipulation Agreement”) with Delta. The
Delta Cure Stipulation Agreement provided for, in part, payment by Delta to the Commission of approximately $1.5
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million, assumption by Delta of the Delta Lease, cure of all defaults under the Delta Lease, and a payment to
Commission of approximately $4,000 to settle certain environmental clean-up obligations.

Frontier Airlines

On April 10, 2008, Frontier Airlines Holdings Inc. (“Frontier”) filed for protection under Chapter 11 of the
U.S. Bankruptcy Code in the United States Bankruptcy Court for the Southern District of New York (the “New
York Bankruptcy Court”). In Fiscal Year 2006-07, Frontier represented 1.6% of the total enplanements and 2.1% of
the domestic enplanements at the Airport.

Since the Chapter 11 filing, Frontier has continued flight operations at the Airport and remains current with
its payments to the Airport for rents and landing fees.

As a month-to-month tenant, Frontier posted a letter of credit with the Commission in the amount of
$1,368,877 to secure payment of its obligations to the Airport. The letter of credit is issued by U.S. Bank National
Association International Banking Department and provides for automatic one year extensions through the final
expiration date of June 12, 2017 unless the Commission is notified by at least 45 days prior to the then current
expiration date. The current expiration date for the letter of credit is June 12, 2008. The Commission did not
receive a notice from U.S. Bank National Association that the letter of credit would not be extended. The letter of
credit is in full force and effect.

Northwest Airlines

On September 14, 2005 Northwest Airlines, Inc. and its affiliates and subsidiary entities (collectively,
“NWA”) filed for protection under Chapter 11 of the U.S. Bankruptcy Code in the New York Bankruptcy Court. In
Fiscal Year 2006-07, NWA represented 4.2% of the total enplanements and 5.0% of the domestic enplanements at
the Airport.

NWA and the Airport are parties to a Lease and Use Agreement together with associated permits
(collectively, the “NWA Lease”). Since the Chapter 11 filing, NWA has continued flight operations at the Airport
and has remained current with its payments to the Airport for rents and landing fees.

As a signatory to the NWA Lease, NWA delivered a letter of credit to the Commission in the amount of
$2.3 million to guaranty its performance thereunder. The letter of credit is issued by U.S. Bank National
Association and provides for automatic one-year renewals unless the Commission is notified by U.S. Bank National
Association at least 45 days prior to the then current expiration date. The Commission did not receive a notice from
U.S. Bank National Association that the letter of credit would not be extended. The current expiration date for the
letter of credit is July 31, 2008. See also “—Existing Airline Agreements—Surety Bonds under the Lease
Agreements.”

On May 19, 2006, the New York Bankruptcy Court entered its order establishing a bar date of August 16,
2006, for creditors to file a proof of claim against NWA. On August 15, 2006, the Airport filed its proof of claim in
the amount of $1,007,757.19 for prepetition rents and charges arising under the NWA Lease. The Airport filed an
amended proof of claim in the amount of $7,584,925.19, which included amounts due for NWA’s environmental
obligations to the Airport. On March 30, 2007, NWA filed its First Amended Joint and Consolidated Plan of
Reorganization under Chapter 11 of the Bankruptcy Code, which was approved by the Bankruptcy Court on
May 18, 2007. NWA emerged from bankruptcy on May 31, 2007 and continues to operate at the Airport.

In May 2007, the Airport and NWA completed negotiations with respect to the NWA Lease and related
issues. As a result, the Airport, following approval by the Board of Supervisors and the Mayor, entered into a Cure
Stipulation Agreement, dated as of July 3, 2007 (the “NWA Cure Stipulation Agreement”) with NWA. The NWA
Cure Stipulation Agreement provided for, among other things, payment by NWA to the Commission of
approximately $1.0 million, assumption by NWA of the NWA Lease, cure of all defaults thereunder, and a payment
to the Commission of approximately $118,000 to settle certain environmental clean-up obligations.
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US Airways

US Airways, Inc. and other subsidiaries and affiliates (collectively, “US Airways”) filed for Chapter 11
protection under Chapter 11 of the U.S. Bankruptcy Code for a second time on September 12, 2004 in the United
States Bankruptcy Court for the Eastern District of Virginia (the “Virginia Bankruptcy Court”). In Fiscal Year
2006-07, US Airways represented 2.4% of the total enplanements and 3.2% of the domestic enplanements at the
Airport. Since the Chapter 11 filing, US Airways continued flight operations at the Airport and remained current
with its payments to the Airport for rents and landing fees.

On September 16, 2005, the Virginia Bankruptcy Court confirmed US Airway’s plan of reorganization (the
“US Air Plan”). The US Air Plan became effective as of September 27, 2005. Pursuant to the US Air Plan, US
Airways created a new subsidiary entity, US Airways Group, Inc. (“Group”). Under the US Air Plan, Group merged
with and into America West Holdings Corporation (“America West”) and America West became a wholly-owned
subsidiary of Group. The FAA operating certificates for America West and US Airways were merged as of
September 25, 2007 pursuant to the US Air Plan.

Pursuant to the US Air Plan, US Airways rejected its Lease and Use Agreement (the “US Air Lease”) with
the Airport, thereby relinquishing its signatory airline status. Effective December 1, 2005, US Airways began
operating at the Airport pursuant to the America West operating permit. For a description of the Lease and Use
Agreements, see “—Existing Airline Agreements—Lease Agreements.”

As a signatory to the US Air Lease, US Airways posted a surety bond with the Commission in the amount
of $1.2 million to guaranty its performance thereunder. The surety bond is issued by St. Paul Travelers, became
effective on October 20, 2001 and remains in full force and effect. See also “—Existing Airline Agreements—Surety
Bonds under the Lease Agreements.”

On April 4, 2005, the Airport made a claim on the surety bond in the amount of $587,961.71, which claim
was paid by US Airways pursuant to court order entered in May 2005. On August 8, 2005, the Airport filed an
amended proof of claim in the amount of $972,208.96 for pending and future environmental clean-up costs (the
“Amended Claim”). Since US Airways rejected the US Air Lease on October 28, 2005, the Airport filed a claim for
rejection damages in the amount of $7,735,346.49 (the “Rejection Claim™). The Airport incorporated the full
amount of the Amended Claim into the Rejection Claim. US Airways disputed the amount of the Rejection Claim
but did not file a formal objection to the Rejection Claim with the Virginia Bankruptcy Court.

In May 2007, the Airport and US Airways completed negotiations with respect the Rejection Claim and
certain issues related thereto. As a result, the Airport, following approval by the Board of Supervisors and the
Mayor entered into a Settlement Agreement, dated as of July 3, 2007 with US Airways, which provided, in part, for
payment by US Airways to the Commission of $1,000,000 in full and final satisfaction of the Rejection Claim, and a
payment to the Commission of approximately $32,000 to settle certain environmental clean-up obligations. US
Airways entered into a new Lease and Use Agreement with the Commission and continues to operate at the Airport.

Passenger Traffic

During Fiscal Year 2006-07 (July through June), according to traffic reports submitted by the airlines, the
Airport served approximately 33.9 million passengers (enplanements and deplanements), and handled 365,642 total
flight operations, including 344,048 scheduled passenger airline operations. Scheduled passenger aircraft arrivals
and departures during Fiscal Year 2006-07 increased by 2.6%, domestic passenger traffic (enplanements and
deplanements) increased by 1.9%, international passenger traffic increased by 4.9%, and total passenger traffic
increased by 2.6% compared to Fiscal Year 2005-06. The Airport was ranked the ninth most active airport in the
United States in terms of domestic origin and destination passengers, according to 2006 U.S. DOT statistics. For
Calendar Year 2006, the Airport was ranked the 14th most active airport in the United States in terms of total
passengers, according to final 2006 data from the ACI. The Airport accounted for approximately 57.3% of the total
air passenger traffic at the three San Francisco Bay Area airports during Fiscal Year 2006-07.

From Fiscal Year 1991-92 through Fiscal Year 2001-02 passenger traffic grew at an annual average

compound rate of 2.5%. Between Fiscal Year 1996-97 and Fiscal Year 2001-02 passenger traffic declined at an
annual compound rate of 4.6%. The effects of the September 11, 2001 terrorist attacks, the SARS epidemic, the
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national recession and the end of the dot-com boom resulted in an average annual decline between Fiscal Year
2000-01 and Fiscal Year 2002-03 of -13.3%. In Fiscal Year 2006-07 international passenger traffic increased for the
first time above Fiscal Year 2001-02 levels. Domestic passenger traffic remains below Fiscal Year 2001-02 levels.

Overall, international passenger traffic has been growing at a faster rate than domestic traffic. From Fiscal
Year 1991-92 through Fiscal Year 2000-01, international passenger traffic grew at an annual average compound rate
of 5.2%, with an annual average compound rate of 7.8% between Fiscal Year 1996-97 and Fiscal Year 2000-01.
Between Fiscal Year 2000-01 (the Fiscal Year prior to the September 11, 2001 terrorist attacks) and Fiscal Year
2002-03 (the Fiscal Year in which passenger traffic reached its lowest following the September 11, 2001 terrorist
attacks), international passenger traffic declined by 17.2%. International passenger traffic began to recover in Fiscal
Year 2003-04, increasing by 29.1% between Fiscal Year 2003-03 and Fiscal Year 2006-07 and by 4.9% since Fiscal
Year 2005-06. Scheduled passenger aircraft arrivals and departures at the Airport have also increased by 6.4%
between Fiscal Year 2002-03 and Fiscal Year 2006-07 and by 2.6% since Fiscal Year 2005-06.

During Fiscal Year 2006-07, total passenger traffic (enplanements and deplanements) at the Airport
increased 2.6% compared to Fiscal Year 2005-06.

Compared with the first eight months (July through February) of Fiscal Year 2006-07, scheduled passenger
aircraft arrivals and departures increased by 8.1%, domestic passenger traffic (enplanements and deplanements)
increased by 9.6%, international passenger traffic increased by 6.3% and total passenger traffic increased by 8.8%
during the first eight months of Fiscal Year 2007-08.

Compared to February 2007, scheduled aircraft arrivals and departures increased by 13.1%, domestic
passenger traffic (enplanements and deplanements) increased by 14.5%, international passenger traffic increased by
7.9% and total passenger traffic increased by 12.7% during February 2008.

Air traffic data for the past 10 Fiscal Years and for the first eight months (July through February) of Fiscal
Years 2007-08 and 2006-07 is presented in the table below.

PASSENGER TRAFFIC
Scheduled Passenger
Aircraft Arrivals
and Departures Passenger Enplanements and Deplanements
Total
% % % %
Total Change Domestic Change International Change Total Change
First Eight Months of Fiscal Year 2007-08* 244,473 8.0% 17,819,195 9.6% 6,043,292 6.3% 23,862,487 8.8%
First Eight Months of Fiscal Year 2006-07* 226,305 — 16,255,116 — 5,683,281 — 21,938,397 -
Fiscal Year
2006-07 344,048 2.6% 25,159,432 1.9% 8,695,950 4.9% 33,855,382 2.6%
2005-06 335,223 2.2 24,799,655 0.0 8,187,999 43 32,987,672 1.0
2004-05 328,014 0.6 24,800,769 5.8 7,847,866 7.0 32,648,635 6.1
2003-04 326,109 0.9 23,438,173 4.5 7,333,291 8.9 30,771,464 5.5
2002-03 323,363 (4.6) 22,437,556 (5.5 6,736,673 6.1) 29,174,229 5.7)
2001-02 338,772 (13.9) 23,755,366 (22.1) 7,177,523 (13.0) 30,932,889  (20.1)
2000-01 393,286 4.1) 30,484,409 (6.6) 8,250,667 9.0 38,735,076 3.7
1999-00 410,220 1.1 32,641,901 1.1 7,571,897 10.2 40,213,798 2.7
1998-99 405,661 0.5 32,287,338 (1.8) 6,871,144 (0.6) 39,158,482 (1.6)
1997-98 407,485 - 32,885,091 - 6,914,689 - 39,799,780 -

* Preliminary.
Source: San Francisco Airport Commission.
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According to the Report of the Airport Consultant dated January 23, 2008, during Fiscal Year 2006-07
approximately 73% of the passenger traffic at the Airport was “origin and destination” traffic, where San Francisco
is the beginning or end of a passenger’s trip, the same percentage as in Fiscal Year 2003-04. This relatively high
percentage of origin and destination traffic pattern is in contrast to many other major airports, which have a higher
percentage of connecting passengers, largely as a result of airline hubbing practices. Historically, when airlines
have reduced or ceased operations at the Airport, other airlines have absorbed the traffic with no significant adverse
impact on Airport revenues. See “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Principal Revenue Sources.”

Enplanements

Total Enplanements. Total enplanements at the Airport increased 2.8% during Fiscal Year 2006-07 as
compared to Fiscal Year 2005-06.

Total enplanements for the first eight months (July through February) of Fiscal Year 2007-08 increased by
8.8% compared to the first eight months of Fiscal Year 2006-07.

Total enplanements at the Airport for February 2008 was 1,294,648, an increase of 13.1% compared to
February 2008.

(Remainder of this Page Intentionally Left Blank)
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Total enplanements for the Airport’s 10 most active airlines for Fiscal Years 2002-03 through 2006-07 for
the first eight months (July through February) of Fiscal Year 2006-07 and Fiscal Year 2007-08 are shown in the

table below.
TOTAL ENPLANEMENTS BY AIRLINE
(Fiscal Years)
First Eight Months
(July through February)
% of
Airline 2002-03 2003-04 2004-05 2005-06 2006-07* 2006-07*V 2006-07 2007-08

United Airlines® 6,710,407 6,631,480 6,770,139 6,753,213 7,004,755 41.3% 4534921 4,532,504
American Airlines 1,281,543 1,309,365 1,511,785 1,638,563 1,690,235 10.0 1,125,343 1,159,821
SkyWest (United 674,617 997,038 1,096,071 1,224,797 1,235,530 7.3 807,299 773,930
Express)
Delta Air Lines® 766,108 823,019 881,224 948,005 793,065 4.7 504,817 564,386
Alaska Airlines 585,860 578,558 624,460 633,759 721,804 43 449,339 464,397
Northwest Airlines® 594,692 585,845 626,655 662,438 705,553 42 459,000 453,598
Continental Airlines 467,063 568,816 563,361 608,801 647,065 3.8 423815 444,079
America West Airlines® 408,808 491,938 493,556 413,690 466,831 2.8 294,400 124,855
US Airways® 420,702 424,783 486,721 410,160 405,969 2.4 283,461 434,595
Air Canada'” - - - 294,189 303,935 1.8 - -
ATA® 365,247 457,066 362,997 - - _— - -

SUBTOTAL 12,275,047 12,867,908 13,416,969 13,587,615 13,974,722 82.4 8,882,395 9,044,165
All others 2.344.859  2.528.231 2.832.124 2.902.730 2.979.256 17.6 2.072.290  2.874.861

TOTAL 14,619,906 15,396,139 16,249,093 16,490,345 16,953,978 100.0% 10,954,685 11,919,026
Percentage Change - 5.3% 5.5% 1.5% 2.8% - 8.8%

*
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Preliminary.

Figures do not total due to rounding.

United Airlines filed for Chapter 11 bankruptcy protection on December 9, 2002 and emerged from bankruptcy in February 2006. See
“—Airline Bankruptcies—United Airlines—Chapter 11 Filing.” Commencing with Fiscal Year 2003-04, information includes enplanements
for Ted, the United Airlines low-fare brand.

Delta Air Lines emerged from Chapter 11 bankruptcy protection in April 2007 and continues its operations at the Airport. On April 14,
2008, Delta Air Lines Inc. (“Delta”) and Northwest Airlines Corporation (“Northwest”) announced an agreement in which the two carriers
will merge into a new airline to be called Delta. The merger, which is subject to the approval of Delta and Northwest shareholders and
regulatory approvals, is expected to be completed later in 2008. See “SAN FRANCISCO INTERNATIONAL AIRPORT—Airline Bankruptcies—
Delta Air Lines.”

Northwest Airlines emerged from Chapter 11 bankruptcy protection in May 2007 and continues its operations at the Airport. On April 14,
2008, Delta Air Lines Inc. (“Delta”) and Northwest Airlines Corporation (“Northwest”) announced an agreement in which the two carriers
will merge into a new airline to be called Delta. The merger, which is subject to the approval of Delta and Northwest shareholders and
regulatory approvals, is expected to be completed later in 2008. See “SAN FRANCISCO INTERNATIONAL AIRPORT—Airline Bankruptcies—
Northwest Airlines.”

America West Airlines merged into America West Holdings Corporation and became a wholly-owned subsidiary of US Airways Group, Inc.
as part of the US Airways plan of reorganization. See also “—Airline Bankruptcies—U.S. Airways.”

Under its plan of reorganization, which was effective in September 2005, US Airways created a new subsidiary (“US Airways Group, Inc.”)
that merged into America West Holdings Corporation which became a wholly-owned subsidiary of US Airways Group, Inc. See also “—
Airline Bankruptcies—US dirways.”

Air Canada was not one of the 10 most active airlines at the Airport by total enplanements during Fiscal Years 2001-02 through 2004-05.
Information includes enplanements for Air Canada Jazz, the Air Canada low-fare brand.

ATA filed for bankruptcy protection in October 2004. Effective April 27, 2006 ATA ceased flights at the Airport and moved its operations
to Oakland International Airport. All amounts owed by ATA to the Airport were paid in full.

Source: San Francisco Airport Commission.

Domestic Enplanements. Compared with Fiscal Year 2005-06, total domestic passenger enplanements

increased by 2.2% in Fiscal Year 2006-07.

Domestic enplaned passengers for the first eight months (July through February) of Fiscal Year 2007-08

totaled 8,912,011, an increase of 9.7% compared to the first eight months of Fiscal Year 2006-07.

Domestic enplaned passengers at the Airport during February 2008 was 966,935, an increase of 14.9%,

compared to February 2007.
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Domestic and international enplanements for the 10 most active airlines for Fiscal Year 2002-03 through

2006-07 and for the first eight months (July through February) of Fiscal Years 2006-07 and 2007-08 are shown in
the tables on the following pages.

DOMESTIC ENPLANEMENTS BY AIRLINE

(Fiscal Years)
First Eight Months
(July through February )
% of
Airline 2002-03 2003-04 2004-05 2005-06 2006-07* 2006-07* 2006-07 2007-08
United Airlines'” 5,567,998 5,314,916 5,362,813 5,308,641 5,478,820 43.5% 3,504,423 3,464,093
American Airlines 1,281,543 1,309,365 1,511,785 1,638,563 1,690,235 13.4 1,125,343 1,159,821
SkyWest (United Express) 674,617 997,038 1,096,071 1,175,420 1,158,628 9.2 758,377 718,841
Delta Air Lines® 766,108 823,019 881,224 948,005 793,065 6.3 504,817 564,386
Continental Airlines 467,063 568,816 563,361 608,801 647,065 5.1 423,815 444,079
Northwest Airlines® 505,030 502,642 550,684 586,412 626,177 5.0 407,288 402,104
Alaska Airlines 401,851 388,187 429,578 426,314 516,549 4.1 313,963 347,826
America West Airlines® 408,808 491,938 493,556 413,690 466,831 3.7 294,400 124,855
US Airways(s) 420,702 424,783 486,721 410,163 405,969 3.2 283,461 434,595
Frontier Airlines® - - - 177,698 267,714 2.1 160,154 139,040
ATA? 363.313 457.066 362,997 - - - - -
SUBTOTAL 10,857,033 11,277,770 11,738,790 11,693,707 12,051,053 95.6 7,776,041 7,799,640
All others 396.951 428,345 580,872 649,735 557.921 4.4 346.744 1,112,371
ToTAL 11,253,984 11,706,115 12,319,662 12,343,422 12,608,974 100.0% 8,122,785 8,912,011
Percentage Change - 4.0% 52% 0.2% 2.2% - 9.7%
*  Preliminary.
(1) United Airlines filed for Chapter 11 bankruptcy protection on December 9, 2002 and emerged from bankruptcy in February 2006. See
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“—Airline Bankruptcies—United Airlines—Chapter 11 Filing.” Commencing with Fiscal Year 2003-04, information includes enplanements
for Ted, United Airlines’ low-fare brand.

Delta Air Lines emerged from Chapter 11 bankruptcy protection in April 2007 and continues its operations at the Airport. On April 14,
2008, Delta Air Lines Inc. (“Delta”) and Northwest Airlines Corporation (“Northwest”) announced an agreement in which the two carriers
will merge into a new airline to be called Delta. The merger, which is subject to the approval of Delta and Northwest shareholders and
regulatory approvals, is expected to be completed later in 2008. See “SAN FRANCISCO INTERNATIONAL AIRPORT—Airline Bankruptcies—
Delta Air Lines.”

Northwest Airlines emerged from Chapter 11 bankruptcy protection in May 2007 and continues its operations at the Airport. On April 14,
2008, Delta Air Lines Inc. (“Delta”) and Northwest Airlines Corporation (“Northwest”) announced an agreement in which the two carriers
will merge into a new airline to be called Delta. The merger, which is subject to the approval of Delta and Northwest shareholders and
regulatory approvals, is expected to be completed later in 2008. See “SAN FRANCISCO INTERNATIONAL AIRPORT—Airline Bankruptcies—
Northwest Airlines.”

America West Airlines merged into America West Holdings Corporation and became a wholly-owned subsidiary of US Airways Group, Inc.
as part of the US Airways plan of reorganization. See also “—Airline Bankruptcies—US dirways.”

Under its plan of reorganization, which was effective in September 2005, US Airways created a new subsidiary (“US Airways Group, Inc.”)
that merged into America West Holdings Corporation which became a wholly-owned subsidiary of US Airways Group, Inc. See also “—
Airline Bankruptcies—US dirways.”

Frontier Airlines was not one of the 10 most active airlines at the Airport by domestic enplanements during Fiscal Years 2001-02 through
2004-05. Frontier Airlines filed for Chapter 11 bankruptcy on April 10, 2008 and continues operations at the Airport.

ATA filed for bankruptcy protection in October 2004. Effective April 27, 2006 ATA ceased flights at the Airport and moved its operations
to Oakland International Airport. All amounts owed by ATA to the Airport were paid in full.

Source: San Francisco Airport Commission.

International Enplanements. Compared to Fiscal Year 2005-06, international passenger enplanements

increased by 4.8% during Fiscal Year 2006-07.

International enplaned passengers for the first eight months (July through February) of Fiscal Year 2007-08

totaled 3,007,008, an increase of 6.2% compared to the first eight months of Fiscal Year 2006-07.

International enplaned passengers at the Airport during February 2008 was 327,713, an increase of 8.3%

compared to February 2007.
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INTERNATIONAL ENPLANEMENTS BY AIRLINE

(Fiscal Years)
First Eight Months
(July through February )
% of
Airline 2002-03 2003-04 2004-05 2005-06 2006-07* 2006-07*" 2006-07 2007-08
United Airlines® 1,142,409 1,316,564 1,407,326 1,444,572 1,525,935 35.1% 986,749 1,068,411
Air Canada® 267,358 243,976 276,063 293,228 303,673 7.0 202,144 207,272
Lufthansa Airlines 185,323 197,398 208,014 218,875 229,988 53 154,406 138,198
British Airways 181,257 207,142 215,515 219,630 215,231 5.0 138,280 126,112
Alaska Airlines 184,009 190,371 194,882 207,445 205,490 4.7 123,847 123,091
Singapore Airlines 145,416 183,422 181,401 198,100 196,350 4.5 130,253 104,420
EVA Airways 108,574 123,723 124,246 142,180 153,162 3.5 100,551 81,440
China Airlines® - 126,602 122,004 128,159 128,259 3.0 85,071 125,231
Cathay Pacific Airlines® - 124,780 122,050 122,106 123,209 2.8 80,618 82,268
Philippine Airlines® 101,486 - 120,146 120,087 126,437 3.0 79,984
Virgin Atlantic Airways” 117,902 120,892 - - - - - -
Mexicana Airlines® 99,701 — — — — = - —
SUBTOTAL 2,533,435 2,834,870 2,971,647 3,094,382 3,207,734 73.8 2,081,903 2,194,466
All others 832,387 855.154 957,784 1,502,521 1,137,270 26.2 749.997 812,549
ToTAL 3,365,822 3,690,024 3,929,431 4,146,903 4,345,004 100.0% 2,831,900 3,007,015
Percentage Change - 9.6% 6.5% 5.5% 4.8% - 6.2%
*  Preliminary.
(1) Column does not total due to rounding.
(2) United Airlines filed for Chapter 11 bankruptcy protection on December 9, 2002 and emerged from bankruptcy in February 2006. See “—
Airline Bankruptcies—United Airlines—Chapter 11 Filing.” Commencing with Fiscal Year 2003-04, information includes enplanements for
Ted, United Airlines’ low-fare brand.
(3) Includes enplanements for Air Canada Jazz, the low-fare brand of Air Canada.
(4) China Airlines was not one of the 10 most active airlines at the Airport by international enplanements during Fiscal Years 2001-02 and
2002-03.
(5) Cathay Pacific was not one of the 10 most active airlines at the Airport by international enplanements during Fiscal Years 2001-02 and
2002-03.
(6) Philippine Airlines was not one of the 10 most active airlines at the Airport by international enplanements during Fiscal Year 2003-04.
(7) Virgin Atlantic Airlines was not one of the 10 most active airlines at the Airport by international enplanements during Fiscal Years 2004-05
and 2005-06.
(8) Mexicana Airlines was not one of the 10 most active airlines at the Airport by international enplanements during Fiscal Years 2003-04
through 2005-06.
Source: San Francisco Airport Commission.
INTERNATIONAL ENPLANEMENTS BY DESTINATION
(Fiscal Years)
% of
2006-07
International Total
Destination 2002-03 2003-04 2004-05 2005-06 2006-07*  Enplanements*'  Enplanements*"
Asia 1,493,922 1,780,441 1,842,975 1,915,999 1,984,911 45.7% 11.7%
Canada 489,386 1,045,114 1,079,706 1,091,871 1,105,556 254 6.5
Europe 1,001,935 495,429 510,172 564,028 634,381 14.6 3.7
Mexico/Caribbean/Central America 292,604 275,807 357,066 402,001 380,016 8.7 2.2
Australia/Oceania 87.975 93,233 139,512 173,004 240,140 5.5 _14
ToTAL 3,365,822 3,690,024 3,929,431 4,146,903 4,345,004 100.0% 25.6%

*

Preliminary.
Column does not total due to rounding.

Source: San Francisco Airport Commission
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Compared with the first eight months (July through February) of Fiscal Year 2006-07, enplanements to
Asia increased by 6.5% (representing 11.5% of total enplanements and 45.8% of international enplanements);
enplanements to Canada increased by 4.1% (representing 3.6% of total enplanements and 14.3% of international
enplanements); enplanements to Europe increased by 7.9% (representing 6.4% of total enplanements and 25.2% of
international enplanements); enplanements to Mexico/Caribbean/Central America increased by 3.3% (representing
2.2% of total enplanements and 8.7% of international enplanements); and enplanements to Australia/Oceania
increased by 5.3% (representing 1.5% of total enplanements and 6.0% of international enplanements) during the first
eight months of Fiscal Year 2007-08.

Compared to February 2007, enplanements to Asia increased by 7.0% (representing 12.2% of total
enplanements and 48.0% of international enplanements; enplanements to Canada increased by 4.9% (representing
3.6% of total enplanements and 14.1% of international enplanements); enplanements to Europe increased by 8.6%
(representing 5.6% of total enplanements and 22.0% of international enplanements); enplanements to
Mexico/Caribbean/Central America increased by 9.9% (representing 2.3% of total enplanements and 8.9% of
international enplanements); and enplanements to Australia/Oceania increased by 20.2% (representing 18% of total
enplanements and 7.0% of international enplanements) during February 2008.

Cargo Traffic and Landed Weight
Cargo Traffic

In Fiscal Year 2006-07, according to traffic reports submitted by the airlines, Airport air cargo volume was
approximately 572,326 metric tons, including U.S. mail, freight and express shipments. A total of approximately
320,241 metric tons of international cargo, mail, freight and express shipments were handled at the Airport during
Fiscal Year 2006-07, compared to approximately 252,086 metric tons of domestic cargo, mail, freight and express
shipments. The Airport was ranked 13th in the United States in terms of air cargo volume in Calendar Year 2006,
according to final 2006 data from the ACI. See also “SAN FRANCISCO INTERNATIONAL AIRPORT—Other Bay Area
Airports.”

Compared with the first eight months (July through February) of Fiscal Year 2006-07, total cargo tonnage
decreased 9,080 metric tons (-2.4%), domestic cargo and mail traffic tonnage decreased 19,589 metric tons (-11.2%)
and international cargo and mail traffic tonnage decreased 2,241 metric tons (-1.1%) during the first eight months of
Fiscal Year 2007-08.

Total cargo tonnage in February 2008 decreased 170 metric tons (-0.4%), domestic cargo and mail traffic
decreased 153 metric tons (0.9%) and international cargo and mail traffic decreased 17 metric tons (-0.1%)
compared to February 2007.

(Remainder of this Page Intentionally Left Blank)
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The following table provides information concerning cargo traffic at the Airport for the last 10 Fiscal Years
and for the first eight months (July through February) of Fiscal Year 2006-07 and Fiscal Year 2007-08.

AIR CARGO ON AND OFF
(in metric tons)
Freight U.S. and Total
and Express  Foreign Mail  Total Cargo  Percent Change
First Eight Months of Fiscal Year 2007-08* 318,623 41,483 365,401 2.4)%
First Eight Months of Fiscal Year 2006-07* 300,333 35,102 374,481 -
Fiscal Year
2006-07* 513,726 58,599 572,326 (3.6%)
2005-06 524,856 68,715 593,571 1.0
2004-05 512,800 74,717 587,518 6.4
2003-04 472,964 79,154 552,118 (9.0)
2002-03 517,419 89,536 606,955 8.6
2001-02 465,019 93,939 558,958 (27.9)
2000-01 627,950 147,560 775,510 (10.9)
1999-00 680,051 190,579 870,630 8.7
1998-99 618,334 182,384 800,718 1.7
1997-98 621,538 165,336 786,874 5.8
1996-97 589,834 153,585 743,420 6.6

* Preliminary.
Source: San Francisco Airport Commission.

Landed Weight

For Fiscal Year 2006-07 total landed weight at the Airport increased approximately 616,592 thousand
pounds (2.3%) when compared with Fiscal Year 2005-06. The total landed weight for United Airlines (including
Ted) was up approximately 220,964 thousand pounds (2.0%), was up approximately 86,220 thousand pounds (3.8%)
for American Airlines, was down approximately 108,164 thousand pounds (-0.29%) for Delta Air Lines (including
Song, which ceased operations as a separate brand in April 2006), was up approximately 36,560 thousand pounds
(4.4%) for Northwest Airlines and was up approximately 157,728 thousand pounds (18.0%) for Alaska Airlines
during Fiscal Year 2006-07 when compared to Fiscal Year 2005-06.

Total landed weight at the Airport was up 6.2% for the first eight months (July through February) of Fiscal
Year 2007-08 when compared to the same period of Fiscal Year 2006-07. United Airlines total landed weight
(including the landed weight for the Skywest/United Express flights) was up 2.7%, American Airlines was down
3.6%, Delta Air Lines was up 4.4%, Alaska Airlines was up 2.8% and Northwest Airlines down 4.2% during the
first eight months (July through February) of Fiscal Year 2007-08 when compared to the same period for Fiscal
Year 2006-07.

Total landed weight at the Airport was up 10.3% during February 2008 when compared to February 2007.
United Airlines total landed weight (including the landed weight for the Skywest/United Express flights) was down
3.9%, American Airlines was down 1.4%, Delta Air Lines was down 10.2%, Alaska Airlines was down 10.4% and
Northwest Airlines was up 6.7% during February 2008 when compared to February 2007.
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Landing fees paid by each airline are based on landed weights of aircraft operating at the Airport. The

landed weights for the 10 most active airlines operating at the Airport for Fiscal Years 2002-03 through 2006-07 and
for the first eight months (July through February) of Fiscal Years 2006-07 and 2007-08 are shown in the table

below.
TOTAL LANDED WEIGHT BY AIRLINE
(in thousands of pounds)
(Fiscal Years)
First Eight Months
(July through February)
% of
Airline 2002-03 2003-04 2004-05 2005-06 2006-07*  2006-07*" 2006-07 2007-08
United Airlines®® 11,734,910 11,180,438 11,027,371 10,849,916 11,070,850 39.8% 7,114,944 7,313,674
American Airlines 2,479,783 2,249,990 2,269,402 2,250,894 2,337,116 8.4 1,634,600 1,575,908
SkyWest/(United Express)(3) 907,628 1,204,042 1,294,046 1,463,182 1,483,655 5.3 969,413 990,534
Delta Air Lines® 1,386,652 1,333,384 1,259,180 1,181,661 1,073,497 3.9 706,355 737,592
Alaska Airlines 934,610 866,502 866,168 714,352 857,789 3.1 655,626 673,794
Northwest Airlines® 912,862 801,304 817,113 836,419 872,979 3.1 578,376 554,344
Continental Airlines 638,311 732,456 645,957 665,174 707,335 2.5 466,288 486,316
Japan Airlines 524,160 518,490 522,270 575,820 565,740 2.0 368,550 324,450
US Airways' 603,476 527,229 582,240 485,344 472,377 1.7 338,826 593,008
America West Airlines” 581,274 684,036 684,049 542,929 612,363 22 393,647 112,300
SUBTOTAL ToP TEN 20,703,666 20,098,371 19,967,796 19,566,191 20,054,201 72.2 13,226,625 13,362,420
All others 6.846,197 6.891,943 7,176,599 7,607,117 7,735,700 27.8 5,107,951 6,108,873
TOTAL 27,549,863 26,990,314 27,144,395 27,173,308 27,789,901 100.0% 18,334,576 19,471,293

Percentage Change - (2.0%) 0.6% 0.1% 2.3% - 6.2%

*  Preliminary.

(1) Figures do not total due to rounding.
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United Airlines filed for Chapter 11 bankruptcy protection on December 9, 2002, continues operations at the Airport and emerged from
bankruptcy in February 2006. See also “—Airline Bankruptcies—United Airlines—Chapter 11 Filing.” Commencing with Fiscal Year
2003-04, information includes landed weight for Ted, the United Airlines low-cost carrier.

SkyWest Airlines is the United Airlines and Delta Air Lines express carrier at the Airport. Represents landed weight for United Express
flights only.

Delta Air Lines filed for Chapter 11 bankruptcy protection on September 14, 2005 and continues its operations at the Airport. On April 14,
2008, Delta Air Lines Inc. (“Delta”) and Northwest Airlines Corporation (“Northwest”) announced an agreement in which the two carriers
will merge into a new airline to be called Delta. The merger, which is subject to the approval of Delta and Northwest shareholders and
regulatory approvals, is expected to be completed later in 2008. For Fiscal Year 2005-06, includes landed weight for Song, the Delta Air
Lines low-cost carrier. In May 2006 Delta ceased flying Song as a separate brand.

Northwest Airlines filed for Chapter 11 bankruptcy protection on September 14, 2005 and continues its operations at the Airport. On April
14, 2008, Delta Air Lines Inc. (“Delta”) and Northwest Airlines Corporation (“Northwest”) announced an agreement in which the two
carriers will merge into a new airline to be called Delta. The merger, which is subject to the approval of Delta and Northwest shareholders
and regulatory approvals, is expected to be completed later in 2008. See also “—Airline Bankruptcies—Northwest Airlines.”

US Airways filed for bankruptcy protection for a second time in September 2004 and continues its operations at the Airport. Under its plan
of reorganization, which was effective in September 2005, US Airways created a new subsidiary (“US Airways Group, Inc.”) that merged
into America West Holdings Corporation which became a wholly-owned subsidiary of US Airways Group, Inc. See also “—Airline
Bankruptcies-US Adirways.”

America West Airlines merged into America West Holdings Corporation and became a wholly-owned subsidiary of US Airways Group, Inc.
as part of the US Airways plan of reorganization. See also “—Airline Bankruptcies—US dirways.”

Source: San Francisco Airport Commission.

Other Bay Area Airports

The San Francisco Bay Area is also served by Metropolitan Oakland International Airport and Norman Y.

Mineta San Jose International Airport. During Fiscal Year 2006-07, the Airport’s passenger traffic (enplanements
and deplanements) increased by 867,532 (2.6%), Oakland’s increased by 159,955 (1.1%) and San Jose’s decreased
by 198,036 (-1.8%) compared to Fiscal Year 2005-06. According to traffic reports released by the three Bay Area
airports for Fiscal Year 2006-07, the Airport accounted for approximately 50.4% of total domestic passenger traffic
and approximately 95.8% of total international passenger traffic.
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As discussed in the Report of the Airport Consultant dated January 23, 2008, the primary competitor of the
Airport on the West Coast for international passengers is Los Angeles International Airport, rather than Oakland or
San Jose.

During Fiscal Year 2006-07, the Airport accounted for approximately 43.2% of total air cargo at the three
San Francisco Bay Area Airports, compared with 43.6% in Fiscal Year 2005-06. Oakland accounted for
approximately 50.4% and San Jose accounted for approximately 6.4% of the total air cargo in the Bay Area during
Fiscal Year 2006-07. The Airport handled approximately 25.6% of domestic loaded and unloaded cargo and
approximately 93.7% of the Bay Area’s international loaded and unloaded air cargo. Oakland had the largest share
of the domestic air cargo market (approximately 66.3% compared to approximately 64.1% during Fiscal Year
2005-06), which is attributable to its traffic in express package shipments, an activity that requires significant land
area that is not available at or in the vicinity of the Airport.

The Commission expects the Airport to continue to be the major air traffic center for the Bay Area based on
air traffic projections, the substantial investment by a number of major airlines at the Airport, and passenger
preferences stemming from the Airport’s location, service and frequent flights to domestic and international
destinations.

Existing Airline Agreements

Three types of agreements (collectively referred to as the “Lease Agreements”) are currently in effect
between the City, acting through the Commission, and certain airlines (the “Signatory Airlines”) operating at the
Airport: the original Lease and Use Agreements (the “Original Agreements”), the amended Lease and Use
Agreements (the “Amended Agreements”), and the Lease and Operating Agreements (the “Operating Agreements”).
Certain non-signatory airlines at the Airport operate under short-term month-to-month operating permits while the
remaining non-signatory airlines use Airport facilities on an itinerant basis.

In 1981, as a result of litigation in 1979 between the City and certain airlines regarding the operation and
finances of the Airport, the City entered into a Settlement Agreement (the “Settlement Agreement”) and the Original
Agreements with 15 Signatory Airlines of which 14 are currently operating at the Airport. In connection with the
opening of the ITC in 2000, eight of the original Signatory Airlines entered into Amended Agreements that provide
for increased common use facilities and equipment in the ITC. In addition, 13 of the 16 non-signatory foreign flag
airlines currently operating in the ITC became Signatory Airlines in 2000 by entering into Operating Agreements
which are substantially similar to the Amended Agreements. Thus, there are at present a total of 27 Signatory
Airlines, of which seven do not lease space in the new ITC and thus have not signed the Amended Agreement, and
20 have signed either the Amended Agreement or the Operating Agreement in order to lease space in the new ITC.
Although the Amended Agreements and the Operating Agreements differ from the Original Agreements with
respect to the use of the ITC, all of the Lease Agreements incorporate the same provisions with regard to the
calculation and periodic adjustment of terminal rentals and landing fees, and airline review of proposed capital
projects.

Settlement Agreement

Under the Settlement Agreement, the Commission makes payments from Airport net revenues to the City
consisting of an “Annual Service Payment” and certain additional payments for direct services provided by the City
to the Commission. Each Fiscal Year through Fiscal Year 2010-11, the Commission is required to make an Annual
Service Payment from the Airport Revenue Fund to the General Fund of the City. The Annual Service Payment
constitutes full satisfaction of all obligations of the Airport, the Commission, and the Signatory Airlines for all
indirect services provided by the City, for debt service, if any, on certain City airport general obligation bonds, and
for an investment return to the City.

The Settlement Agreement prohibits the Commission and the City from taking any action to cause payment
to the City, directly or indirectly, of any additional Airport revenues or from the airlines, except as permitted under
the Lease Agreements. The Lease Agreements permit payments to the City for certain direct services provided by
the City to the Commission, including services provided by the Police Department, the Fire Department, the City
Attorney, the City Controller, the Water Department, the Department of Public Works and the Purchasing
Department. See “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Payments to the City.”
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The Settlement Agreement also provides that, except as provided in the Lease Agreements, no surcharge,
special assessment or other charge, rental or fee to the airlines may be made for the funding of Airport capital
improvements from current revenues. Under the Lease Agreements, capital improvements are required to be
financed primarily through the issuance of Airport revenue bonds.

Lease Agreements

Each Lease Agreement expires on June 30, 2011. The Commission may terminate a Signatory Airline’s
Lease Agreement only upon the occurrence of certain events, including, but not limited to, such airline’s filing for
federal bankruptcy protection or its voluntary cessation of service to the Airport for more than 30 days.

Residual Methodology. The Lease Agreements govern the use of dedicated and common-use ramp,
terminal, baggage claim, ticketing and gate areas. Under the Lease Agreements, the Signatory Airlines pay terminal
rents and landing fees under a residual rate-setting methodology tied to six cost centers. This methodology is
designed to provide revenues to the Commission sufficient to pay operating expenses and debt service costs. Under
this residual rate-setting methodology, landing fees and terminal rentals are established each year to produce
projected revenues from the airlines (“airline payments™) equal to the difference between (i) the Airport’s non-
airline revenues and (ii) the Airport’s total costs, including without limitation operating expenses and debt service
costs (“net costs”). In other words, rates and charges are established each year to produce projected airline
payments equal to projected net costs. Thus, increases in non-airline revenues, such as parking and concession
revenues, generally result in decreases in airline landing fees and terminal rental rates, and vice versa. In Fiscal
Year 2005-06, airline landing fees and terminal rental payments under the Lease Agreements represented
approximately 46% of the Commission’s operating revenues.

Differences between receipts and expenditures in any Fiscal Year may result in adjustments of terminal
rental rates and landing fees in subsequent Fiscal Years. The Commission’s financial statements reflect such
differences in the Fiscal Year in which they occur, with overcharges being recorded as liabilities (accounts payable)
and undercharges as assets (accounts receivable). Although the Lease Agreements apply only to the Signatory
Airlines, the Commission charges the same rental rates and landing fees to the non-signatory airlines that operate
under operating permits. Non-signatory airlines that use the Airport on an itinerant basis pay higher rates and fees.

Annual Adjustment of Terminal Rentals and Landing Fees. In accordance with the Lease Agreements, the
City may adjust terminal rental rates and landing fees each year for the next Fiscal Year based on each Signatory
Airline’s proposed changes to its leased space, additions of new terminal space for lease, the forecast landed weight
for the next Fiscal Year, and the City’s budgetary forecast of attributed operating expenses and debt service costs for
the various Airport cost centers.

Mid-Year Adjustment of Terminal Rentals and Landing Fees. The City may also increase terminal rental
rates and/or landing fees at any time during the Fiscal Year if the actual expenses (including debt service) in one or
more applicable cost centers are projected to exceed by ten percent or more the actual revenues from such cost
center. Prior to increasing terminal rental rates and/or landing fees, as applicable, the Commission must use its best
efforts to reduce expenses and to satisfy any remaining deficit from other available funds. The Commission must
also provide 60 days’ notice to, and consult with, the Signatory Airlines. The Signatory Airlines are required under
the Lease Agreements to pay such increased terminal rentals and/or landing fees for the remaining months of the
then-current Fiscal Year.

Landing Fees. Landing fees, consisting of minimum fees for fixed-wing and rotary aircraft and a rate based
on landed weight, are imposed primarily with respect to Airfield Area and Airport Support Area net costs. Each
Signatory Airline and other airlines and airfield users are required to pay landing fees, the principal component of
which is based upon landed weight, that are established by the Commission to fully recover all Airfield and Airport
Support Area net costs. However, if a Signatory Airline were to cease or substantially reduce its operations at the
Airport, it would still remain liable for certain terminal rentals (with respect to Terminal Area and Groundside Area
net costs), calculated each year on a residual basis as provided in the Lease Agreements. Any shortfall in landing
fees payable to the Commission by the Signatory Airlines and other airlines and airfield users in any Fiscal Year as a
result of actual landed weights being less than those projected would be made up either from a mid-year rate
adjustment, or from adjustments to landing fee rates in the succeeding Fiscal Years pursuant to the formulas set forth
in the Lease Agreements.
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Airline Review of Capital Improvements. Under the Lease Agreements, the City agrees, subject to the
limited exception described below, to use its best efforts to finance all capital improvements through the issuance of
Airport revenue bonds. A “capital improvement” is defined as any item of expenditure with a cost (including design
and planning costs) exceeding $100,000 in 1981 dollars ($203,990 in 2007 dollars based on the Implicit Price
Deflator, and $229,967 in 2007 dollars based on the Consumer Price Index) and a useful life of more than three
years. Proposed capital improvements with a cost in excess of $300,000 in 1981 dollars ($611,970 in 2007 dollars
based on the Implicit Price Deflator, and $689,901 in 2007 dollars based on the Consumer Price Index) are subject
to certain review procedures established under the Lease Agreements. A Majority-In-Interest of the Signatory
Airlines (defined as more than 50% of the Signatory Airlines, which on the date of calculation represent more than
50% of the landed weight of such Signatory Airlines during the immediately preceding Fiscal Year) may require the
Commission to defer a proposed capital improvement for up to six months in order for the airlines to present their
views with respect to such capital improvement, after which time the Commission may proceed with the capital
improvement.

Additionally, the Airport may annually budget and spend without airline approval up to $2,000,000 in 1981
dollars ($4,079,798 in 2007 dollars based on the Implicit Price Deflator, and $4,599,338 in 2007 dollars based on the
Consumer Price Index) or a greater amount approved by a Majority-In-Interest, from current revenues for capital
improvements. Also, capital improvements that are required by (i) a federal or state agency having jurisdiction over
Airport operations, or (ii) an emergency which, if the improvements are not made, would result in the closing of the
Airport within 48 hours, are not subject to the airline review procedures.

Permitted Changes to Exclusive Use Space. Under the Original Agreements, the Commission can require
the Signatory Airlines to make a limited accommodation of new air carriers. Subject to a written agreement between
the Signatory Airline and the new air carrier, each Signatory Airline must make its passenger holdrooms and loading
bridges available on a temporary basis, when such facilities are not needed for the Signatory Airline’s own
operations or those of its sublessees, to permit the new air carrier to load and unload passengers on scheduled flights.
Each Amended Agreement provides for the change of certain types of space in the ITC (as compared to the former
international terminal) from exclusive use to common use, and provides a mechanism for the Airport to recapture
and/or reallocate exclusive use space in the ITC when necessary to accommodate new international carriers or other
market changes within the industry.

Expiration of the Settlement Agreement and the Lease Agreements

Upon the expiration of Settlement Agreement and the Lease Agreements on June 30, 2011, the
Commission will have various options, including (a) extending the long-term agreements, (b) negotiating new long-
term agreements, (¢) entering into month-to-month agreements, or (d) not entering into new agreements and setting
rates and charges by resolution. In any event, the Commission intends to continue to establish rates and charges that
will comply with the requirements of the rate covenant under the 1991 Master Resolution and that will allow the
continued safe and efficient operation of the Airport and additional capital investment. If the Commission and the
airlines do not finalize new long-term agreements by the time the existing Lease Agreements expire, the
Commission intends to set rates and charges by resolution that are consistent with any applicable parameters
established by the FAA and the U.S. DOT or their successors. However, the Commission cannot predict what form
any new agreements may take, whether the existing residual rate-setting system will be continued or whether the
balance of risks and benefits between the Commission and the airlines will be the same as in the current Lease
Agreement. In October 2007, the Airport and the airlines commenced preliminary discussions.

Surety Bonds under the Lease Agreements

Each Signatory Airline is required to post security with the Commission to guaranty its performance and
payment under its Lease Agreement. Such security may consist of a surety bond, a letter of credit or another form of
security acceptable to the Commission in an amount equal to two months estimated rentals and landing fees for
original Signatory Airlines and in an amount equal to six months estimated rentals and landing fees for other
Signatory Airlines. The Signatory Airlines have elected to post surety bonds or letters of credit to satisfy this
requirement, with the exception of United Airlines, which posted cash to secure its obligations under its Lease
Agreement and other agreements with the Commission following the cancellation of its surety policy by the
provider. See “SAN FRANCISCO INTERNATIONAL AIRPORT-Airline Bankruptcies—United Airlines.” The surety
bonds or letters of credit delivered by all of the other Signatory Airlines are in full force and effect. Airlines
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operating at the Airport pursuant to ground leases or 30-day permits are required to post security bonds or letters of
credit in an amount ranging from two to six months estimated rentals under such agreement.

Potential Effects of an Airline Bankruptcy

In the event a bankruptcy case is filed with respect to an airline operating at the Airport, the lease or permit
governing such airline’s use of Airport space would constitute an executory contract or unexpired lease pursuant to
Section 365 of the United States Bankruptcy Code. In that event, a trustee in bankruptcy or the airline as debtor-in-
possession might reject the agreement, in which case the Commission would regain control of the applicable
facilities (including gates and boarding areas) and could lease or permit them to other airlines. The Commission’s
ability to lease such facilities to other airlines may depend on the state of the airline industry in general, on the
nature and extent of the increased capacity at the Airport resulting from the departure of the bankrupt airline, and on
the need for such facilities. If the bankruptcy trustee or the airline assumes the agreement as part of a
reorganization, including assumption and assignment to another airline, the original or successor airline would
continue to be bound by the terms of the agreement and would be required to cure any defaults or arrearages in
amounts owed. Even if all such amounts owed are eventually paid, the Commission could experience delays of
many months or more in collecting such amounts.

In Chapter 11 cases filed on or after October 17, 2005, the debtor in possession or a trustee, if one is
appointed, has until the earlier of the confirmation of a plan or 120 days (unless extended by court order not to
exceed 210 days from the date of filing of the bankruptcy petition) to decide whether to assume or reject a non-
residential lease, such as the Airport’s Lease Agreements. For cases filed before October 17, 2005 (like Northwest
and Delta), the debtor in possession or a trustee, if appointed, has 60 days (unless extended by court order with no
time limits) to decide whether to assume or reject leases.

Under the United States Bankruptcy Code, any rejection of a lease could result in a claim by the
Commission for lease rejection damages against the airline estate in addition to pre-bankruptcy amounts owed,
which claim would rank as that of a general unsecured creditor of such airline. The Airport may also have rights to
claim against the faithful performance bond or letter of credit required of airlines to secure their obligations under
Airport agreements or the right to set off against credits owed to the airlines. The airlines generally pay landing fees
one to two months in arrears based on final reporting data and the standard billing practices of the Airport. There
can be no assurance that all such amounts could be collected if a Signatory Airline rejects its Lease Agreement in
connection with a bankruptcy proceeding. In addition, the Commission may be required to repay landing fees and
terminal rentals paid by the airline up to 90 days prior to the date of the bankruptcy filing.

Even if a bankruptcy debtor airline assumes its lease while in Chapter 11, a bankruptcy trustee could reject
the assumed lease if the case were subsequently converted to a case under Chapter 7 of the bankruptcy code
(liquidation). In such event for cases filed prior to October 17, 2005, the Commission’s claim against the
bankruptcy estate could be limited to the greater of one year of rent reserved under the applicable lease or 15% of
the rent for the remaining lease term, not exceed three years of rent, but would be a Chapter 11 administrative
priority claim with priority senior to all general unsecured claims but junior to Chapter 7 administrative priority
claims, Chapter 11 super-priority administrative claims and secured claims. In the event of such a conversion and
liquidation, there is no guarantee that the Airport would receive full or even any payment on such an administrative
claim. For cases filed after October 17, 2005, the Commission’s claim against the bankruptcy estate would be an
administrative claim limited to all sums due under the lease for the two year period following the later of the
rejection date or the date of the actual turnover of the premises. Any excess rent amounts due under the lease would
be treated as a general unsecured claim limited to the greater of one year of rent reserved under the lease or 15% of
the rent for the remaining lease term, not to exceed three years of rent. See also “SAN FRANCISCO INTERNATIONAL
AIRPORT—Airline Bankruptcies.”

Certain Federal, State and Local Laws and Regulations
Aviation Act
In November 2001, the President of the United States signed into law the Aviation Act which requires

airports in the nation to make certain modifications to securities procedures. For a discussion of certain
requirements of the Aviation Act, see “SAN FRANCISCO INTERNATIONAL AIRPORT—Airport Security.”
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Federal Law Prohibiting Revenue Diversion

Federal law requires that all revenues generated by a public airport be expended for the capital or operating
costs of the airport, the local airport system, or other local facilities which are owned or operated by the airport
owner or operator and directly and substantially related to the air transportation of passengers or property. In
February 1999, the FAA adopted its “Policies and Procedures Concerning the Use of Airport Revenue” (the “Final
Policy”) clarifying the application of these principles to airport sponsors that receive federal grants for airport
development from the FAA, including the Airport. The City is the “sponsor” of the Airport for purposes of these
federal requirements.

Examples of unlawful revenue diversion include using airport revenues for: (1) land rental to, or use of land
by, the sponsor for non-aeronautical purposes at less than the fair market rate; (2) impact fees assessed by any
governmental body that exceed the value of services or facilities provided to the airport; or (3) direct subsidy of air
carrier operations. An otherwise unlawful revenue diversion may be “grandfathered” if such use was instituted
pursuant to a law controlling financing by the airport owner or operator, or a covenant or assurance in a debt
obligation issued by the airport owner prior to September 1982. The Final Policy acknowledges that the
Commission’s Annual Service Payment to the City’s General Fund is “grandfathered” as a lawful revenue diversion.

The Commission makes substantial payments to the City, separate from and in addition to its Annual
Service Payment, for services provided to the Airport by other City departments. The FAA has authority to audit the
payments and to order the City to reimburse the Airport for any improper payments made to the City. The FAA
may also suspend or terminate pending FAA grants to the Airport and/or any then-existing PFC authorizations as a
penalty for any violation of the revenue diversion rules. In addition, the U.S. DOT may also withhold non-aviation
federal funds that would otherwise be made available to the City as a penalty for violation of the revenue diversion
rules (for example, grants to the City’s municipal railway system). See also “AIRPORT’S FINANCIAL AND RELATED
INFORMATION—Payments to the City.”

State Tidelands Trusts

A substantial portion of the land on which the Airport’s facilities are located is held in trust by the City and
administered by the Commission pursuant to tidelands grants from the State. These grants, accomplished by special
State legislation, date to 1943 and 1947. Generally, the use of this land is limited to Airport purposes under the
terms of the grants. The Commission may not transfer any of this land, nor lease it for periods of more than
50 years. There are also certain limitations on the use of funds generated from facilities located on this land.
However, none of the various restrictions is expected to affect the operations or finances of the Airport. The grants
may be subject to amendment or revocation by the State legislature, as grantor of the trust and as representative of
the beneficiaries (the people of the State). Under the law, any such amendment or revocation could not impair the
accomplishment of trust purposes, or abrogate the existing covenants and agreements between the City, acting by
and through the Commission, as trustee, and the Airport’s bondholders. The Commission does not anticipate that
the State will revoke the tidelands grants.

State Proposition 218

On November 5, 1996, the voters of the State approved Proposition 218, known as the “Right to Vote on
Taxes Act.” Proposition 218 adds Articles XIII C and XIII D to the California Constitution, and contains a variety
of interrelated provisions concerning the ability of local governments, including the City, to impose both existing
and future taxes, assessments, fees and charges.

Article XIII C removes limitations on the initiative power in matters of local taxes, assessments, fees and
charges. Consequently, the voters of the City could, by future initiative, seek to repeal, reduce, or prohibit the future
imposition or increase of, any local tax, assessment, fee or charge. “Assessment,” “fee,” and “charge” are not
defined in Article XIII C and it is unclear whether the definitions of such terms contained in Article XIII D (which
are generally property-related as described below) are so limited under Article XIII C.

Article XIII D conditions the imposition of a new or increased “fee” or “charge” on either voter approval or

the absence of a majority protest, depending upon the nature of the fee or charge. The terms “fee” and “charge” are
defined to mean levies (other than ad valorem taxes, special taxes and assessments) imposed by a local government
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upon a parcel or upon a person as an incident of the ownership or tenancy of real property, including a user fee or
charge for a “property-related service.” No assurance can be given that the voters of the City will not, in the future,
approve initiatives which seek to repeal, reduce, or prohibit the future imposition or increase of, assessments, fees,
or charges, including the Commission’s fees and charges, which are the source of Net Revenues pledged to the
payment of debt service on the Bonds. The Commission believes that Article XIII D does not apply to Airport fees
and charges imposed by the Commission.

The interpretation and application of the Proposition 218 will ultimately be determined by the courts or
through implementing legislation. The Commission is unable to predict the outcome of any such litigation or
legislation.

Noise Mitigation and Variance
General

In accordance with State regulations administered by the California Department of Transportation
(“Title 21”), each California airport which has a noise impact area defined by the 65 decibel (dB) Community Noise
Equivalent Level (“CNEL”) contour is required to apply for a variance from those regulations. Variances from the
regulations are generally granted after good cause is demonstrated. Due to the Commission’s noise mitigation
efforts, the Commission eliminated all incompatible land uses from the noise impact area by September 20, 2001. In
October 2002, the San Mateo County Board of Supervisors completed its review of the Airport’s documentation,
adopted a resolution accepting the Title 21 Compliance Report prepared by the Airport, which concluded that all
non-conforming uses within the Airport’s CNEL had been eliminated, and notified the State that the Title 21
Compliance Report had been accepted. As of October 2002, the Airport became the first major commercial airport
in the State to achieve Title 21 compliance and therefore is permitted to operate without a variance. In order to
maintain compliance with Title 21 regulations, the Airport continues to monitor quarterly 65 dB CNEL contour
maps and offers insulation to new property owners at sites where previous owners declined participation in the noise
insulation program.

The significant progress made by the Commission in reducing the impact of aircraft noise on the
communities surrounding the Airport resulted from the implementation of (1) noise abatement flight procedures,
(2) an aircraft noise insulation program, (3) community outreach through the Airport Community Roundtable, which
was founded in 1981, and (4) requests that certain surrounding communities adopt ordinances to protect new
purchasers of homes within their community.

Noise Abatement Procedures

The Commission has instituted a wide range of noise abatement procedures to reduce the impact of aircraft-
generated noise on the neighboring communities surrounding the Airport. These procedures include “quiet bridge
approach” and “preferential runway departure” policies, among others. The preferential runway departure policy is
in effect between 11:00 p.m. and 7:00 a.m. for certain departures from selected runways. These preferential runway
departure and quiet bridge approach policies permit departures and landing approaches to occur over water in order
to minimize the over-flight of surrounding communities. The noisier “Stage 2” aircraft have not been allowed to
operate at the Airport since January 1, 2000 as a result of federal and Airport regulations.

Aircraft Noise Insulation Program

Overview. In 1983, the Airport became the first airport in the nation to receive a Federal Air Regulations
Part 150 grant under the FAA 80/20 program funded directly to cities most impacted by aircraft noise. The Airport
provided the 20% local matching funds to the FAA 80% grant based upon the 1983 federal Noise Exposure Map (an
“NEM”). The participating communities neighboring the Airport each advanced monies to insulate residential
dwellings and non-residential structures (such as schools, churches, hospitals, and convalescent facilities) and the
Airport reimbursed the communities from the FAA 80/20 program funds upon completion of the insulation work
and receipt of the 80% match from the FAA.
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The Memorandum of Understanding. In 1991, the Commission authorized the execution of and agreement
with the City of South San Francisco to provide up to $10 million for aircraft noise mitigation in exchange for a
prohibition by the City of South San Francisco of residential uses of land located under the Airport’s Shoreline
Departure Route.

In November 1992, the Airport entered into a Memorandum of Understanding (the “MOU”) with the
neighboring communities of South San Francisco, Daly City, Millbrae, San Bruno and Pacifica, and the County of
San Mateo to provide up to $120 million including FAA grants) for noise insulation. Funding of the MOU was
based upon the 1983 FAA 65dB NEM defining the noise impact contour. Pursuant to the MOU, participating
communities were required to file a pre-application with the FAA for federal matching funds, receive a notice of
grant allocation, submit executed easements to the Airport and request a 25% advance prior to beginning insulation
work. The remaining 75% of the grant was advanced upon the award of the construction contract. The advance
funding provided by the Airport pursuant to the MOU accelerated the ability of the participating communities to
expand participation in the noise insulation program without committing limited local resources. Each participating
community administers its program. The priority of the Airport was to first insulate those properties closest to the
Airport, but the participating communities made commitments on a first come, first served policy for those
properties within the 1983 NEM. A new NEM noise impact contour was approved in 1995 which was significantly
smaller than the 1983 NEM. As a result, fewer properties qualified for grant funding. As of June 30, 2007, the
Commission had advanced approximately $102 million to participating communities for this insulation program.

In 2000, the Airport identified 1,789 incompatible dwellings, seven schools, three churches and one skilled-
nursing facility located within the CNEL contour. The Commission approved supplemental agreements in an
amount not to exceed $34.2 million with the County of San Mateo, and the cities of Daily City, San Bruno and
South San Francisco to insulate these structures, eliminate the incompatible land uses and therefore eliminate the
need for Airport to request a variance from the State Department of Transportation. As of June 30, 2007, the
Commission had advanced approximately $30.2 million (net of reimbursements) to participating communities in
connection with this supplemental agreement.

In 2001, the Airport submitted a new 65 dB contour map to the FAA for approval as the new federal NEM.
The FAA approved the NEM in July 2002, resulting in the qualification of more than 180 structures that previously
were excluded from the 1995 NEM. The advance funding of these agreements, up to a total expenditure of $13.7
million, was funded from the issuance of bonds and commercial paper for which the Airport was reimbursed for
80% of the eligible costs of these advances from any federal grants received for the insulation of these non-
residential structures. As of June 30, 2007, the Commission had advanced approximately $30.2 million (net of
reimbursements) to participating communities in connection with this supplemental agreement.

Funding for the noise insulation program has been provided from a number of sources. The Commission
sold Issue 11 Bonds the proceeds of which, together with funds from federal grant reimbursements to cities,
operating revenues, commercial paper and other funds, are expected to be sufficient to finance the program. As of
June 30, 2007 the participating communities have received approximately $49.7 million in noise insulation grant
funds from the FAA and have reported that more than 15,210 homes have been or in the process of being insulated
for aircraft noise.

Community Outreach

The Commission has funded the Airport Community Roundtable (an association of local government
representatives) at a minimum level of $100,000 per year since 1993. In Fiscal Year 2004-05 the level of funding
was increased to $120,000 per year and the Commission currently expects to continue this level of funding. The
Airport Community Roundtable was a first of its kind noise outreach program in the nation initiated to address
noise-related issues and provide information to the public on the Airport’s efforts to reduce aircraft noise.

Local Ordinances
Under the terms of the MOU, the surrounding communities of South San Francisco, Daly City, Millbrae,
San Bruno and Pacifica, and the County of San Mateo are required to introduce, support, and promote actions to

protect new purchasers of homes within their communities by (1) adopting ordinances requiring notice to
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prospective buyers of homes of the location, nature, and scale of the Airport’s operations and (2) adopting
ordinances requiring homes constructed after January 1, 1993, or renovated at a cost equal to 25% or more of the
value of the home, to be insulated to meet FAA noise insulation program standards.

Employee Relations

The Charter governs the Airport’s employment policies, and since 1976 has prohibited strikes by City
employees. The Charter authorizes the San Francisco Civil Service Commission to establish rules and procedures to
implement those policies. For Fiscal Year 2006-07, the Commission had 1,300 full-time employees and has
budgeted 1,358 full time positions for Fiscal Year 2007-08.

There are presently 18 labor unions representing Airport employees. In November 1993, San Francisco
voters approved an amendment to the Charter that allows employee organizations representing City workers to
negotiate wages, hours, benefits and other conditions of employment through collective bargaining. The decision to
choose collective bargaining is irrevocable. All Airport employees now bargain collectively. Most Airport
employees collectively bargain every three years. Disagreements between the employees and the City in collective
bargaining are resolved by an arbitration board whose decision is final. There have been no strikes by City
employees since the adoption of the strike prohibition in 1976.

Hazardous Material Management
Environmental Control Unit

The Commission has an Environmental Control Unit that is responsible for environmental compliance
issues. This unit includes professional engineers and chemists, sanitary technicians and inspectors and surveillance
teams. This unit is supported by on-site consultants, on-site testing and treatment facilities, and an on-call
environmental contractor to provide rapid clean up where contamination is unexpectedly encountered during
construction or other activities.

Remediation and Preventative Measures

The Commission and certain Airport tenants have discovered and remediated or are engaged in the process
of remediating and managing certain contamination on Airport property pursuant to current regulatory standards.
The contamination has primarily consisted of fuel constituents which most likely resulted from fueling practices of
the 1940s through the early 1960s. Since then the Commission has instituted regulations which require fueling
practices and facilities requirements that are less likely to contribute to hazardous environmental discharges. The
Commission believes that the jet fueling system is currently in compliance with applicable environmental
regulations.

Remediation activities at the Airport in the majority of cases have consisted of removal and offsite disposal
of contaminated soil and extraction and treatment of contaminated groundwater and in-situ methods approved by the
regulatory agencies with jurisdiction. Substantially all of the hazardous material management work for the Master
Plan was completed within budget and on schedule.

To avert the migration of contamination into environmentally sensitive areas such as the San Francisco
Bay, the Commission has installed, and has future plans with its tenants to install, monitoring wells at various
locations including the Airport’s outer perimeter. The monitoring wells have thus far detected very low levels of
contamination. Further investigation is being coordinated with the Regional Water Quality Control Board and
tenants to ensure that the contamination has no adverse impact on environmentally sensitive areas.

Water Quality Control Plant

The Commission owns and operates a water quality control plant (the “Plant”) located at the Airport. The
Plant has a dry weather capacity of 2.2 million gallons per day and is used to treat wastewater from various Airport
facilities prior to discharge into the San Francisco Bay. On November 28, 2001, the California Regional Water
Quality Control Board, San Francisco Region, issued a Cease and Desist Order requiring the Airport to comply with
its wastewater discharge permit requirements by increasing the reliability of the Plant. In August 2002 the
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Commission awarded a contract for a three-year $37 million expansion project to improve the Plant. This project
expanded and upgraded the Plant to incorporate current wastewater treatment technology, expand dry weather
capacity to 3.22 million gallons per day and provide redundancy during peak demand periods. The project was
substantially complete and became operational on September 8, 2004.

The Commission maintains capital plans (the “Capital Plans™) for budgeting and planning purposes. The
Capital Plans generally include capital projects that are currently underway, as well as capital improvements that
have not yet been undertaken. These plans are periodically updated by Airport staff and approved by the
Commission based upon available funding sources, anticipated capital needs, airline feedback, and project priority.

The Commission historically maintained a practice of developing a multi-year Capital Plan that was
updated annually. Following the events of September 11, 2001, the decline in economic conditions, national and
international and political events, and the resulting decrease in Airport revenues, the Commission put its Capital
Plans on hold and cancelled or postponed all capital projects (including the renovation of Terminal 2, the former
international terminal, for domestic use) that were not already in progress with the exception of certain projects
related to safety and security at the Airport.

In Fiscal Year 2004-05, the Airport resumed its practice of developing a multi-year Capital Plan and
updating it annually. The Capital Plan is developed following a comprehensive evaluation of all ongoing capital
projects, changes in priorities, anticipated new capital needs and changes in funding availability, among other
factors. The most recent updates to the five-year Capital Plan correspond to the period between Fiscal Year 2007-08
and Fiscal Year 2011-12. These updates were approved by the Commission in May 2007, and resulted in a Capital
Plan that includes an aggregate of approximately $811 million in projects. Of this total, approximately $228.6
million in projects will be financed using available balances of existing capital resources available as of the end of
Fiscal Year 2006-07 (including bond, grant and operating funds). The Capital Plan also includes approximately
$582.5 million in projects for which funding sources will be identified in the future; many of which are related to
demand-driven projects and the need of which will be reevaluated as new data and demand projections become
available. The Airport is in the process of updating the Capital Plan for the period commencing Fiscal year 2008-09
through Fiscal Year 2012-13. The updated plan includes, among other projects, the remodel of Terminal 2, which
will provide an additional 14 domestic gates, at an estimated cost of $383 million. The funding sources for these
remaining projects may include future operating funds, grants, a portion of Passenger Facility Charges allocated to
capital projects and the proceeds of future revenue bonds.

In accordance with the Lease Agreements, the Airlines were notified about the projects contained in the
five-year Capital Plan. Following review by the Airlines, the five-year Capital Plan was submitted to and approved
by the Commission. The Capital Plan includes projects related to health, safety and security enhancements;
improvements to the airfield, groundside activities, terminals and customer service functions; environmental
mitigation; utilities infrastructure upgrades; cost savings and revenue generating enhancements; and seismic retrofit
of certain facilities. See also “SAN FRANCISCO INTERNATIONAL AIRPORT-Existing Airline Agreements—Lease
Agreements—Airline Review of Capital Improvements.”

In early 1999, the Director established a bureau within the Airport with responsibility for the evaluation and
planning of airfield development, and the implementation of any capital program that resulted from that process. On
June 25, 2003, the runway reconfiguration project was suspended. As of such date, approximately $80 million
expended on completion of environmental and planning efforts including work related to environmental studies,
potential runway configurations, and potential construction methods were capitalized, and approximately $37
million in costs related to industry forecasting, legal services, public relations and program management were
expensed in Fiscal Year 2002-03. In Fiscal Year 2004-05 approximately $50 million in associated capitalized costs
were written off due to asset impairment based upon a determination that, for accounting purposes, certain costs
related to the preparation of environmental impact reports and engineering for the potential runway reconfiguration
no longer had economic value.

See also “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Passenger Facility Charge—PFC
Applications.”
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AIRPORT’S FINANCIAL AND RELATED INFORMATION

General

A summary of historical financial results as reported in the Airport’s annual financial statements for the last
five Fiscal Years is shown in the table below. See also APPENDIX B—“FINANCIAL STATEMENTS JUNE 30, 2007 AND
2006 (WITH INDEPENDENT AUDITORS’ REPORT THEREON).”

SUMMARY OF AIRPORT FINANCIAL RESULTS

($ in thousands)

(Fiscal Years)

Aviation Revenues $347,999 $325,256”  $303,015 $263,422% $296,539
Concession Revenues'” 112,157 121,071 131,182 143,051 155,653
Net Sales and Services _39.960 _39.805 _43.117 _48.869 _51.894

Total Operating Revenues 500,116 486,132 477,314 455,342 504,086

Total Operating Expenses"”’ (447.006)®  (400.596) (418.993)" (432.811) (439.734)
Operating Income 53,110 85,536 58,321 22,531 64,352
Nonoperating Revenue (Expense)® (106,833) (149.772) (127,121) (92,234) (86,646)
Income (Loss) Before Operating (53,723) (64,236) (68,800) (69,703) (22,294)
Transfer
Capital Contributions® 20,678 27,404 34,893 48,544 46,902
Loss Due to Asset Impairment - - (50,043)19 - -
Transfer to the City (16,823) (18,161) (19,677) (21,458) (23,348)
Transfer from the City — — 4,611 (55)"2 -

Changes in Net Assets ($49,868)"  ($54,993)"  ($99,016)"Y ($42,672) $1,260

(1)  Also includes parking and transportation revenues.

(2)  The decrease in the amount of $22.7 million compared to Fiscal Year 2002-03 is due to a decrease in costs recovered from landing fees
and terminal rentals resulting from the residual rate calculation methodology made pursuant to the Lease and Use Agreements. See “SAN
FRANCISCO INTERNATIONAL AIRPORT-Existing Airline Agreements—Lease Agreements—Residual Methodology.”

(3)  The decrease in the amount of $22.2 million compared to Fiscal Year 2003-04 is due to a decrease in costs recovered from landing fees
and terminal rentals resulting from the residual rate calculation methodology made pursuant to the Lease and Use Agreements. See “SAN
FRANCISCO INTERNATIONAL AIRPORT-Existing Airline Agreements—Lease Agreements—Residual Methodology.”

(4)  The decrease in the amount of $39.6 million compared to Fiscal Year 2004-05 is a result of the residual calculation performed in
accordance with the Lease and Use Agreements. See “SAN FRANCISCO INTERNATIONAL AIRPORT—Existing Airline Agreements—Lease
Agreements—Residual Methodology.”

(5)  Includes depreciation and amortization expense in the amounts of $148.3 million for Fiscal Year 2002-03, $161.1 million for Fiscal Year
2003-04, $161.6 million for Fiscal Year 2004-05, $162.0 million for Fiscal Year 2005-06 and 142.8 for Fiscal Year 2006-07.

(6)  Includes approximately $37 million in costs associated with the suspension of the runway reconfiguration project.

(7) Operating expenses in Fiscal Year 2004-05 increased by $19.3 million compared to the prior Fiscal Year primarily due to an increase in
repair and maintenance costs of Airport infrastructure.

(8)  Includes interest expense in the amount of $194.0 for Fiscal Year 2002-03, $217.7 million for Fiscal Year 2003-04, $209.4 million for
Fiscal Year 2004-05, $200.3 million for Fiscal Year 2005-06 and $193.7 million for Fiscal Year 2006-07.

(9)  Represents federal grant funds.

(10) Represents remaining costs associated with the suspension of the runway reconfiguration project that were written off based on a
determination that, for accounting purposes, the associated costs no longer have economic value.

(11)  Represents a transfer from the City in the amount of $4.6 million as settlement of amounts owed as a result of an audit by the U.S.
Department of Transportation Office of Inspector General (the “OIG”). See “AIRPORT’S FINANCIAL AND RELATED INFORMATION—
Payments to the City—Annual Service Payment.”

(12) Represents the balance of the OIG audit settlement amount that was returned to the City. See “AIRPORT’S FINANCIAL AND RELATED
INFORMATION—-Payments to the City—Annual Service Payment.”

(13)  The net loss is attributable primarily to depreciation expense in connection with the new International Terminal Complex which, due to
limited bond principal amortization in that year, was not offset by increased Aviation Revenues.

(14)  The increase in the net loss is attributable to increases in operating expenses due to increases in infrastructure repair and maintenance costs

and approximately $50 million in capitalized costs relating to the runway reconfiguration project that were written off due to asset
impairment based upon a determination that, for accounting purposes, certain costs related to the preparation of environmental impact
reports and engineering no longer have economic value. See also “CAPITAL PROJECTS AND PLANNING.”

Source: San Francisco Airport Commission.
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City Budget Process

The Airport budget is a part of the overall budget prepared annually by the City. Each year, the Airport’s
proposed budget is reviewed by airline representatives and is approved by the Commission before being submitted
to the Mayor. The Mayor’s office reviews and may amend the Airport’s proposed budget, and then incorporates the
proposed budget into the over-all City budget that is submitted to the Board of Supervisors for approval. Under the
Charter, the Board of Supervisors may increase or decrease any proposed expenditure in the Mayor’s budget so long
as the aggregate changes do not cause the expenditures to exceed the total amount of expenditures proposed by the
Mayor. The Charter further provides that the Mayor may reduce or reject any expenditure authorized by the Board
of Supervisors except appropriations for bond interest, redemption or other fixed charges, subject to reinstatement of
any such expenditure by a two-thirds vote of the Board of Supervisors.

Operating Revenues
General

Under the Lease Agreements, the Airport’s operating budget and non-airline revenue sources are projected
for each new Fiscal Year. Then, using a residual cost methodology, airline landing fees and terminal rental rates are
set such that estimated total Airport revenues each Fiscal Year are equal to estimated total Airport operating costs,
which include debt service and certain capital items as well as general operation and maintenance expenses.
Increases in non-airline revenue sources generally result in decreases in airline landing fees and terminal rental rates.
See “SAN FRANCISCO INTERNATIONAL AIRPORT—Existing Airline Agreements—Lease Agreements.”

Terminal Rental Rates and Landing Fees

During Fiscal Year 2007-08, annual terminal rental rates range from $159.74 per square foot for Category I
space to $15.97 per square foot for Category V space. Fiscal Year 2006-07 rates were $164.97 per square foot for
Category I space and $16.50 square foot for Category V space.

The landing fee rate for Fiscal Year 2007-08 is $3.01 per thousand pounds of landed weight compared to
$3.336 per thousand pounds of landed weight for Fiscal Year 2006-07. Operators without a lease or an operating
permit will pay a supplemental landing fee charge of $0.30 per thousand pounds of landed weight. For Fiscal Year
2007-08, the minimum landing fee for fixed wing aircraft is $127 compared to $123 for the prior fiscal year.

Because of the variety of methodologies used by different airports to calculate airline landing fee and
terminal rental rates, such fees and rates are not directly comparable between airports. However, terminal rental
rates and landing fees represent a small proportion of over-all costs to the airlines per enplaned passenger at the
Airport, and are not a primary consideration in the establishment and maintenance of routes and schedules. See also
APPENDIX A—“LETTER AND REPORT OF THE AIRPORT CONSULTANT” for a more comprehensive discussion of airline
payments per passenger. Instead of rates, airline payments per passenger (for landing fees and terminal rental rates)
is the principal index commonly used to compare the costs to the airlines for their facilities at different airports.
Airline payments per enplaned passenger at the Airport were $14.26 in Fiscal Year 2006-07 compared to $12.88 in
Fiscal Year 2005-06 and $15.50 in Fiscal Year 2004-05. See also, APPENDIX A—“LETTER AND REPORT OF THE
AIRPORT CONSULTANT.”
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Terminal rental rates and landing fees are adjusted annually on July 1. The Lease Agreements do not
require the airlines, either individually or as a group, to maintain any minimum level of landed weight at the Airport.
A summary of historical and current landing fees for scheduled aircraft with a lease or operating permit and average
terminal rental rates and those for the last five Fiscal Years is set forth below.

HISTORICAL AND CURRENT LANDING FEES AND TERMINAL RENTALS

(Fiscal Years)

2003-04 2004-05 2005-06 2006-07 2007-08
Landing Fees (per thousand pounds) $3.930 $3.214 $3.213 $3.336 $3.010
Minimum Landing Fee (fixed wing) 109 109 109 123 127
Minimum Landing Fee (rotary) 55 55 55 62 64
Average Terminal Rental Rate (per square 97.88 89.66 90.16 94.61 91.60
foot)

Source: San Francisco Airport Commission.
Aviation Market Stimulus Program

On August 18, 2003, the Commission created an Aviation Market Stimulus Program (the “Stimulus
Program”) reducing landing fees by 50%, for new domestic and international flights maintained for 12 consecutive
months to destinations not currently served by the airline. Since Fiscal Year 2004-05, the Commission has extended
the Stimulus Program for new international flights only.

For a description of new service at the Airport that commenced in Fiscal Year 2005-06 due to the
implementation of this program, see “SAN FRANCISCO INTERNATIONAL AIRPORT—Airline Service—New Service.”

SFO Transportation and Facility Fees

The rental car companies collect a $15.00 per rental contract fee that is paid to the Commission for
reimbursement of certain costs of operating and providing the AirTrain facilities to and from the Terminal Complex
and the rental car facility located one mile north of the Terminal Complex.

Passenger Facility Charge

Prior to 2001, the Airport financed its capital program primarily through interest earnings, Airport
operating revenues, Federal grants and the issuance of revenue bonds and commercial paper secured by a pledge of
the Net Revenues of the Airport. In 2001, the Airport received authorization from the FAA to commence collection
and use of a Passenger Facility Charge (a “PFC”) in the amount of $4.50 per enplaning passenger to pay for certain
eligible capital projects as approved by the FAA. The PFC revenues received by the Airport are subject to audit and
final acceptance by the FAA and costs reimbursed with PFC revenues are subject to adjustment upon audit.

PFC Applications

In July 2001, the FAA approved the Airport’s initial PFC application (“PFC # 1”) to collect approximately
$113 million in PFC revenues from October 1, 2001 through June 1, 2003 to pay for development activities and
studies related to a potential runway reconfiguration, which project has since been suspended. See “CAPITAL
PROJECTS AND PLANNING—Suspension of Activities of Airfield Development Bureau.”

In March 2002, the FAA approved a second PFC application (“PFC # 2”) by the Airport to extend the
collection period through April 1, 2008 to pay debt service on a portion of the Bonds issued to finance certain

eligible project costs relating to the ITC. The amount of PFC revenues to be collected under PFC # 2 is estimated to
be $224 million.
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With the downturn of the economy, the impact of the September 11, 2001 attacks, and the decline in
passenger traffic, the Airport decided to extend the PFC collection period in order to achieve the FAA authorized
total PFC revenue collection amount from the two approved applications. On March 25, 2003, the Airport notified
PFC collecting carriers and the FAA of the intent to extend the PFC collection period to the earlier of November 1,
2008 or the date on which the total amount of PFC collections authorized under the approved applications is
achieved. During the extended collection period, the PFC remains at $4.50.

In November 2003, the FAA approved a third PFC application (“PFC # 3”) by the Airport to extend the
collection period through the earlier of November 1, 2018 or the date when the total authorized collection amount is
achieved. The collections from PFC # 3 will be used to pay a portion of debt service on Bonds issued for certain
eligible costs associated with the development of Boarding Areas A and G, and the ITC.

Due to the suspension of the Airfield Development Program, on December 31, 2003 the Airport submitted
to the FAA a request of amendment of the Airport’s PFC program to remove the Airfield Development Program as
the approved project for the PFC #1 application. On January 21, 2004, the FAA approved this amendment and on
November 15, 2004, the FAA sent a PFC #1 Closeout acknowledgement letter to the Airport. As a result, the
aggregate authorized PFC collections declined from $876 million (the sum of PFCs # 1, 2 and 3) to $763 million
(the sum of PFCs # 2 and 3). Following the termination of PFC #1, the collection period for PFC #2 was revised to
October 1, 2001 through January 1, 2006 and the collection expiration date for PFC #3 was also revised to
January 1, 2016 or the date when the total amount of PFC collections authorized under the approved applications
($763 million) is achieved. On October 28, 2005, the Airport notified the airlines that the expiration date of PFC #2
had been revised to October 6, 2005 from January 1, 2006, since the maximum collections authorized under PFC #2
had been achieved, and that collections authorized under PFC #3 would commence on that same date.

On June 21, 2005, the Commission authorized the Airport Director to apply for approval of a fourth PFC
application (“PFC #4”) to finance up to $70 million in capital projects approved in the five year Capital Plan on a
“pay as you go basis.” See also “CAPITAL PROJECTS AND PLANNING.” However, upon FAA recommendations the
Airport withdrew its application for PFC #4 and submitted an amendment to PFC #3 to increase authorized
collections by $70 million for ITC capital projects on the basis that the project description for PFC #4 was not
significantly different from that in the PFC #3 application. On July 11, 2006, the FAA approved the amendment to
PFC #3 and revised the expiration date to January 1, 2017.

In a letter, dated September 27, 2006, the FAA informed the Airport that the expiration date of PFC #2 had
been revised from October 6, 2005 to November 1, 2005 due to FAA policy requiring that any change in the
expiration date of a PFC application be the first day of the month following the month in which the PFC application
originally expired. Collections for PFC #3 commenced on November 1, 2005.

On November 9, 2007, the FAA sent a letter to the Airport acknowledging receipt of the “Project Physical
Completion Certification” and “Application Report” for the closeout of PFC # 2.

Designation of PFC Collections as Revenues

PFC collections are not included in the definition of “Revenues” under the 1991 Master Resolution unless
specifically so designated by the Commission. Set forth in the table below is information regarding the
designations.

The actual amount of PFC collections to be designated as “Revenues” and used to pay debt service in

Fiscal Year 2007-08 will be determined by the Commission and is dependent, in part, upon the actual amounts
permitted for such use by PFC regulations.
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PFC COLLECTIONS DESIGNATED AS REVENUES BY THE COMMISSION
FOR PAYMENT OF DEBT SERVICE ON OUTSTANDING BONDS

Amount Designated Applicable

Designation Date ($ in millions) Fiscal Year
04/16/02 $18.8 2001-02
11/05/02 13.0 2002-03
03/25/03 46.1 2003-04
06/03/03 10.0 2003-04
06/01/04 68.4 2004-05
06/07/05 67.7 2005-06
05/02/06 58.4 2006-07
05/01/07" 54.4 2007-08

+  Preliminary.
Source: San Francisco Airport Commission.

The Commission may use a portion of current or future PFC collections to redeem Outstanding Bonds and
for the payment of debt service. The Commission can give no assurances that PFC amounts will be collected as
anticipated or that PFC amounts so collected will be designated as Revenues in any given Fiscal Year.

Collection of PFCs in the Event of Bankruptcy

In order to ensure continuation of the PFC program, including the trust fund status of collected PFCs,
Congress amended the PFC enabling legislation, effective December 12, 2003, to provide additional specific
obligations for an air carrier operating under bankruptcy protection in Chapter 7 or Chapter 11. The statute provides
that (i) the air carrier must segregate in a separate account an amount of PFCs equal to its average monthly liability,
(i1) PFCs are funds held in trust for each airport regardless of the ability to identify or trace precise funds, (iii) the air
carrier may not pledge the PFCs to a third party, (iv) an airport is entitled to recover costs for enforcing an air
carrier’s compliance with the statute, (v) the air carrier may keep any interest income earned on the segregated PFCs
if it is in compliance with the PFC enabling legislation and (vi) PFCs may not be commingled with other air carrier
revenues.

While the PFC enabling legislation provides that PFCs are trust funds both before and after an air carrier
files for bankruptcy protection, there can be no assurance that the air carrier has collected, retained, segregated or
properly accounted for its PFCs, or that the Airport would be able to collect the PFCs from the air carrier that were
collected prior to the bankruptcy filing.

Concessions
Retail Program

Overview. Each retail tenant at the Airport is charged a Minimum Annual Guarantee (a “MAG”) pursuant
to a lease. As a result of the substantial declines in passenger traffic levels, and the additional safety and security
measures mandated by the FAA following September 11, 2001, the subsequent effects of SARS, the war in Iraq, the
economic recession and increased competition from non-Airport owned parking facilities, the Airport experienced a
substantial decline in parking and other concession revenues in Fiscal Year 2001-02 through mid 2003. As a result,
the Commission temporarily suspended the MAG for certain retail tenants and under its advertising program (see
also “—Advertising Program™) and implemented a rent structure based on a percentage of monthly receipts, as
specified in each lease.

Concessions Support Program. On February 12, 2002, the Commission implemented a concessions support
program (the “Concessions Support Program”) to reinstate the MAGs for certain retail tenants once monthly
enplanements for the boarding area in which the tenant is located equaled or exceeded 85% of the enplanements for
the same month in the year 2000 for a period of two consecutive months, and to offer tenants that executed leases
between January 1, 1999 and September 1, 2001 options to extend their lease for an additional five years. Forty-
eight concession tenants operating under 58 leases participated in the Concession Support Program, resulting in the
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abatement of approximately $76.1 million in rent for the period September 1, 2001 through June 30, 2007.  As of
December 1, 2007, all MAGs, had been reinstated. The concessionaires in Boarding Area C each have leases that
commenced after February 12, 2002 and were not part of the Concessions Support Program.

DFS Group. On December 31, 2005, the Concession Support Program for DFS Group ended. Effective
June 1, 2007, the DFS Group lease was amended to add 3,066 square feet of rentable space and the MAG paid by
DFS Group was increased from $26.1 million to $26.4 million. The DFS Group lease expires on December 9, 2010,
with one five year option to extend pursuant to the Concession Support Program. In addition, pursuant to the lease,
the Airport has two one-year options to extend the DFS Group at its sole discretion.

In Fiscal Year 2006-07, duty free sales increased by $5,683,583 (12%) compared to duty free sales in
Fiscal Year 2005-06.

In December 2006 DFS Group opened a Gucci boutique and in May 2007 opened a Tumi boutique in the
ITC. DEFS Group has announced plans to open additional high-end retail establishments such as a Burberry shop, a
Swarovski kiosk, and Hermes, Dior, and Ferragamo boutiques within their current galleria in the ITC

Other Retail. During Fiscal Year 2007-08 the Airport expects to open new retail and services
establishments in 24 additional locations, including five Airport Wireless locations, seven retail locations in
Terminal 3 and a spa in each of Terminal 3 and the ITC.

On November 21, 2006, Travelex, the currency exchange and ATM service provider at the Airport,
exercised its option to extend it lease for five years through December 9, 2012. The terms of the lease extension
provide for a MAG of $4,127,500 (adjusted annually to reflect increases in the consumer price index), an increase in
rent per enplaned passenger from $0.88 to $0.90 (which is expected to result in an increase in revenue of
approximately $82,000 based on Fiscal Year 2005-06 enplanements), and improvements to facility designs financed
by Travelex. In addition, Travelex expects to open two additional facilities in the ITC in November 2007.

International Terminal Complex Food and Beverage Program

General. With the opening of the ITC in December 2000, the Airport increased its total food and retail
concessions space from 35,432 square feet to 89,080 (subsequently increased to 91,857 square feet) square feet, and
initiated a food and beverage program that showcases the quality and diversity of local San Francisco Bay Area
restaurants. The original 18 restaurants in the ITC were selected from the nine Bay Area counties. This program
was designed to provide international and domestic travelers with a welcoming taste of the Bay Area culinary
experience.

Concession Loan Program. In 1999, the Commission established a Concession Loan Assistance Program
(the “Concession Loan Program”) to enable certified disadvantaged business enterprises (“DBEs”) located within
the nine Bay Area counties to participate in the Airport food/beverage concessions programs in the ITC.

The Airport assisted DBEs in securing working capital loans and performance bonds necessary for the
construction of tenant improvements in the ITC by providing credit enhancement to participating lending institutions
and surety bonding companies. The credit enhancement was provided through the issuance of letters of credit by
Wells Fargo Bank, National Association (“Wells Fargo”) to the individual lenders and bonding companies of the
DBEs. The letters of credit were issued by Wells Fargo pursuant to the terms and conditions of a revolving line of
credit (the “Line of Credit”) and a Letter Agreement dated April 18, 1995, each by and between Wells Fargo and the
Airport. The amounts guaranteed by the Airport under the Concession Loan Program are unsecured. The Line of
Credit is currently issued in the amount of $15 million and the maximum working capital loan guarantee under the
Concession Loan Program is $3 million.

The expiration date of the Line of Credit and the letters of credit issued thereunder was October 1, 2002.
The letters of credit are subject to annual renewal by Wells Fargo, until the lease is terminated or the loan
guaranteed thereunder is repaid, whichever occurs first. The aggregate outstanding amount of loans guaranteed by
the Airport under the Concession Loan Program as of December 2007 was approximately $2.3 million.
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Although the Line of Credit was terminated as of October 1, 2002, and no new letters of credit will be
issued, there remains outstanding letters of credit for six DBE concession operations, totaling approximately
$2.0 million. The letters-of-credit have annual automatic one-year renewals unless terminated earlier by Wells
Fargo. In the event Wells Fargo was to cancel a letter-of-credit the likely outcome would be a draw for the full
amount by the beneficiary. Wells Fargo would then call on the Airport to repay the amount drawn. Accordingly,
the Airport intends that the letters of credit will continue to be renewed annually until the leases expire or payoff of
the loan, whichever occurs first. The letters of credit are reduced each July as the loan balances are reduced or
repaid by the DBE concessionaires.

Originally, the Airport guaranteed loans for nine concessionaires under the Concession Loan Program, in
the aggregate amount of $10 million. Six loans in the aggregate amount of $2.0 million remain outstanding under
the program. These loans are scheduled to be repaid between 2008 and 2010.

In 2001, the Concession Loan Program was closed due to changes in the Airport’s financial situation.
Overall, the concessionaires have been performing on their loans, which are closely monitored by Airport staff.

Domestic Terminal Food and Beverage Program

In March 2003, the Commission adopted a program similar to the one implemented in connection with the
ITC to redevelop food and beverage concessions in the approximately 48,430 leasable square feet (subsequently
expanded to 51,517 leasable square feet) of available food and beverage space in Terminals 1 and 3. This program,
known as the “San Francisco Marketplace,” targeted food and beverage companies that would offer a high quality
dining experience and be representative of San Francisco and the Bay Area. Approximately 82% of the food and
beverage companies operating in Terminals 1 and 3 are owned by Bay Area residents. As was the case with the ITC
and in order to maximize revenues to the Airport, the selected companies entered into direct leases with the Airport,
which did not offer any financing assistance for tenant improvements. Two-thirds of the new tenants occupying the
food and beverage space in Terminals 1 and 3 are current tenants in the ITC or were subtenants under the HMS Host
lease that expired August 31, 2004.

The Airport constructed the infrastructure and common use area improvements and charges each tenant
annual fees in addition to the applicable MAG to recover the construction costs based on the location of the tenant
within the domestic Terminals. The total cost of the infrastructure and common use area improvements was
approximately $20,434,000. In order to recover these costs, with interest, the Commission charges tenants an annual
infrastructure cost recovery fee equal to $15 per square foot ($30 for tenants located in a food court) during the term
of each 10-year lease. The Airport completed construction of all utilities and the common use area food court
improvements in spring 2005. Tenant improvements were completed in several phases from summer 2004 through
summer 2005. Two food and beverage outlets were completed and opened to the public in spring 2006.

As a result of this program, domestic terminal food and beverage revenues in Fiscal Year 2006-07
increased by $1,311,822 (15%) compared to the Fiscal Year 2005-06 due primarily to a new tiered rent structure,
more menu variety, increased customer service and competitive pricing, all of which have been very well received
by passengers. All restaurants in the San Francisco Marketplace feature food to-go for the convenience of
passengers traveling on flights that do not serve meals. Twelve of the 42 restaurants in the San Francisco
Marketplace are located in pre-security areas accessible to the general public.

During the two years since the redevelopment of all of the domestic food and beverage locations in
Terminals 1 and 3, food and beverage revenues increased by 19% compared to an increase in sales of 16%.

Advertising Program

In November 2000, Transportation Media Inc., which was subsequently acquired by Clear Channel
Airports, was selected by the Commission through a competitive process to provide advertising in limited areas
within Airport parking structures; parking elevator cores; transit stations; shuttle bus interiors; non-terminal bus
shelters; connector tunnels, including parking area connector tunnels; the rental car center; and, in the form of silent
monitors, in the ITC Hold Rooms. The agreement (the “Advertising Lease”) was for a term of five years with three
one-year options to extend. Annual base rental payable under the agreement was the higher of the MAG, which was
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equal to $4,050,000 or 70% of gross receipts charged with respect to such year with base rental adjusted annually
based on the Consumers Price Index.

In spring 2002, the Commission authorized Clear Channel Airports to add advertising locations in the
baggage claim areas, including the ITC, in exchange for reinstating the MAG effective April 1, 2002, increased the
MAG for the remainder of the term and amended the annual base rental adjustment calculation to an amount equal
to the greater of 85% of the rent paid in the previous year or the MAG increase schedule.

On March 12, 2003, the Commission authorized Clear Channel Airports to place additional advertising in
post-security terminal concourses, boarding areas, terminal connectors and AirTrain Stations and platforms in
exchange for increasing the MAG to $5.7 million through March 31, 2006, the remaining term of the agreement.

On March 31, 2005, Clear Channel Airports notified the Airport of its intention to exercise its five-year
lease option. On September 20, 2005, the Commission authorized Clear Channel Airports to add advertising
locations in the terminal concourses and boarding areas in exchange for increasing the MAG during the lease option
period. The terms of the Advertising Lease provide for rental payments equal to the higher of the MAG set forth
below or 70% of gross receipts.

Lease Option Period MAG
April 1, 2006 through March 31, 2007 $5,850,000
April 1, 2007 through March 31, 2008 6,009,000
April 1, 2008 through March 31, 2009 6,176,000
April 1, 2009 through March 31, 2010 6,351,000
April 1, 2010 through March 31, 2011 6,535,000

On September 4, 2007, the Commission approved the early exercise by Clear Channel Airports of three
one-year extensions to the Advertising Lease and the execution of a third amendment thereto. The third amendment
to the Advertising Lease: (i) extends the expiration date to March 31, 2014; (ii) authorizes Clear Channel Airports to
install laptop work stations and bus shelters featuring advertising and the placement of additional advertising on
information kiosks, jet bridges and baggage carousel decks; (iii) amends the annual base rental adjustment
calculation to an amount equal to the greater of the MAG (in the amount of $6,535,000) or the sum of 50% of gross
receipts for information kiosks plus 70% of gross receipts from all other advertising mediums; (iv) commencing
April 1, 2012, amends the MAG to the greater of the MAG for the immediately prior lease year or 85% of actual
rent paid in the immediately prior lease year; and (v) allocates one-half of the rent collected for advertising on
airline-owned and SFOTEC controlled jet bridges and baggage carousel decks within airline leased space to the
appropriate airline or SFOTEC membership.

Rental Cars

The eight on-Airport rental car companies that operate at the consolidated rental car facility located
approximately one mile north of the Terminal Complex generated an aggregate of approximately $25 million in
revenue in Fiscal Year 2006-07. This represents an approximately 5% increase compared to rental car revenues
generated in Fiscal Year 2005-06. The leases with the rental car companies each expire on December 29, 2008. The
Airport expects to issue a request for proposals in early 2008 and execute new leases with the successful bidders that
will commence in January 2009.

Parking
In October 2006, New South Parking-California was selected by the Commission through a competitive
process to provide public and employee parking services, commencing July 2, 2007 for an aggregate maximum

fixed price equal to $48,287,442. The parking management agreement is for a term of three years with two one-year
options to extend.
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Concession Revenues

The table on the following page summarizes concession revenues for Fiscal Years 2005-06 and 2006-07
attributable to the Airport’s highest paying concessionaires. For the purpose of this table “Concession Revenue” is
defined as fees and rentals collected by the Commission for: (i) the right to provide and operate restaurants, bars, car
rental services, newsstands, gift shops, specialty shops, advertising displays, insurance, public telephones and other
merchandising concessions and consumer services in the Terminal Area; (ii) the right to provide and operate
courtesy vehicles, ground transportation services, hotels, service stations and other concessions and services in the
groundside area; (iii) other activities and services in the groundside area of the Terminals such as public automobile
parking and traffic fines.

(Remainder of this Page Intentionally Left Blank)
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In Fiscal Year 2006-07, terminal concession revenues (which excludes revenues for parking and other
ground transportation) were approximately $88.2 million, a 7.8% increase compared to the previous Fiscal Year’s
revenues of approximately $81.9 million.

Principal Revenue Sources

Set forth in the table below is a description of the Airport’s principal revenue sources. No single tenant
accounted for more than 27% of total operating revenue in Fiscal Year 2006-07. For the purpose of this table, the
term “revenues” includes all amounts paid to the Airport by a company, including Concession Revenues.

TEN HIGHEST REVENUE PRODUCERS

FY 2006-07""

FY 2005-06
Revenues Revenues Percent of Percent of
Company ($ in thousands)  ($ in thousands)  Operating Revenue® Total Revenue

United Airlines, Inc.®’ $124,831 $131,802 26.16% 21.71%
AMPCO Parking® 56,765 61,470 12.20 10.13
DFS Group, L.P. 24,397 26,385 5.24 4.35
American Airlines 25,655 25,963 5.15 4.28
Hertz Corporation 17,609 20,249 4.02 3.34
Delta Air Lines 12,531 13,879 2.75 2.29
Avis Rent-A-Car, Inc. 11,129 12,287 2.44 2.02
Northwest Airlines 11,507 11,608 2.30 1.91
Continental Airlines 7,906 8,385 1.66 1.38
Signature Flight Support - 8,405 1.67 1.38
US Airways 7.572 - - —

SUBTOTAL TEN HIGHEST 299,902 320,434 63.59 52.79
Other Operating Revenue 155,440 183,480 36.41 30.23

TOTAL OPERATING REVENUE 455,342 503,914 100.0% 83.01
Other Revenue® 47,4279 38,8277 6.40
PFC Collections® 62.067 64.277 10.59

TOTAL AIRPORT REVENUE $564,836 $607,018 100.0%

(1) Revenue is audited and includes operating and non-operating income and credit adjustments.

(2) Includes concession revenues from non-concession tenants and credit adjustments. Column does not total due to rounding.

(3) United Airlines filed for Chapter 11 bankruptcy protection on December 9, 2002, emerged from bankruptcy in February 2006 and continues
operations at the Airport. See “SAN FRANCISCO INTERNATIONAL AIRPORT-Airline Bankruptcies—United Airlines—Chapter 11 Filing.”
Includes revenues generated by Ted.

(4) AMPCO Parking, Inc. managed the Airport’s garage, long-term lot, and taxicab-related services under a management contract that expired
June 30, 2007.

(5) Includes interest and other non-operating revenue.

(6) Includes investment income in the amount of $25.3 million, revenue from environmental remediation cost recovery in the amount of $4.9
million and settlement income in the amount of $10.6 million in Fiscal Year 2005-06.

(7) Includes investment income in the amount of $36.2 million and settlement income in the amount of $2.2 million in Fiscal Year 2006-07.

(8) See “SECURITY FOR THE ISSUE 36B BONDS—Source of Payment; Pledge of Revenues.”

Source: San Francisco Airport Commission.

Off-Airport Parking Facilities

Seven off-Airport parking facilities are operated by private companies. These parking facilities offer
approximately 8,550 public parking remote parking spaces for Airport parking patrons, including a covered 1,500
space facility that opened in June 2001 and is located near the long-term parking facility operated by the Airport.
These off-Airport parking facilities are in addition to the spaces currently available at the Airport. The Commission
believes that increased competition from off-Airport parking facilities, increased BART ridership to the Airport, and
the declines in air travel, in conjunction with the loss of approximately 1,800 long-term parking spaces in a lot
operated by the Airport due to a taxiway project contributed to the significant reduction in long-term parking
revenues during Fiscal Years 2002-03 through 2003-04. In Fiscal Year 2004-05, although parking volume
decreased, parking revenue increased approximately 9.6% largely due to the elimination of grace periods in the
parking garages. In Fiscal Year 2005-06 parking volume decreased approximately 3.2%, however revenues
increased approximately 6.6% to $52.8 million due to an adjustment in the time and structure of the grace period in
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the parking garages and the re-opening of the long-term parking garage in June 2006. In Fiscal Year 2006-07
parking volume increased approximately 2.3% and revenues increased approximately 10.3% to $58.3 million due
primarily to a 43.7% increase in patronage at the new long-term facility. See also “SAN FRANCISCO INTERNATIONAL
AIRPORT—Current Airport Facilities—Ground Transportation and Parking Facilities—Public Parking.”

SFOTEC

The twenty-two airlines which operate in the ITC formed the San Francisco Terminal Equipment
Company, LLC (“SFOTEC”) to use, operate and maintain certain Airport-owned common-use equipment and
systems related to handling flights and passengers at the ITC. This equipment, which includes computer check-in
systems with baggage and boarding pass printers, flight information systems, baggage handling systems, passenger
loading bridges, systems for delivering preconditioned air to aircraft and ground power for aircraft, was acquired by
the Airport with approximately $100 million of Airport bond proceeds.

In November 2000, the Airport and SFOTEC entered into a five-year services contract pursuant to which
SFOTEC is obligated to maintain, operate, repair and schedule the common use of such equipment; pay the
associated utility and custodial costs; and provide non-discriminatory access to such equipment for all ITC carriers,
whether or not they are members of SFOTEC. See “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Passenger
Facility Charge.” The costs of operating and maintaining the equipment are shared by all airline users of the
equipment. The user fees for airlines that are members of SFOTEC are determined pursuant the terms of the
SFOTEC Members Agreement, while the user fees of non-member airlines are negotiated between SFOTEC and the
non-member airlines. Charter airlines are currently the only non-member airlines that use the equipment.

Dissolution of SFO Enterprises, Inc.

In 1997, the Commission created the Airport’s International Services Division (the “Division™) to act as
liaison with overseas airports and the international community. In response to increased demand by foreign
governments for guidance in the management and operate of foreign airports, especially in the privatization context,
and in order to remain competitive with other major international airports providing such services, the Board of
Supervisors and the Commission approved the formation of SFO Enterprises, Inc. (“SFO Enterprises”) a for-profit
California corporation, for the purpose of providing technical, management advisory and other services related to the
operation of international airports. The City, as its sole shareholder, provided technical, management advisory and
other services related to the operation of international airports.

SFO Enterprises provided consulting services to four international airports in the Republic of Honduras. A
subsidiary SFO Honduras LLC (“SFOH”), a Delaware limited liability company, was formed to participate in the
consortium that eventually won the concession to operation the four international airports in the country. The
consortium organized InterAirports S.A., a Honduran Company (“IASA”™), to act as the actual operator of the
airports. The Honduran government selected IASA as the winning bidder and entered into a long-term concession
agreement with IASA for the management and operation of the four airports commencing in October 2000.

On November 30, 2004, SFO Enterprises completed the sale of its interests in the four airports in Honduras
to YVR Airport Services (“YVRAS”), a subsidiary of Vancouver International Airport. Following the sale, SFOH
ceased operations and closed its offices in Honduras. YVRAS made its final payment to SFO Enterprises with
respect to the sale in April 2006. On January 29, 2007, SFO Enterprises and SFOH filed the required documents for
dissolution with the California Secretary of State and the Delaware Department of State. The dissolution of SFO
Enterprises and SFOH is complete.

Interest Rate Swaps
General

Pursuant to the 1991 Master Resolution, the Commission may enter into one or more Interest Rate Swaps
in connection with one or more Series of Bonds. An Interest Rate Swap is defined as an agreement between the
Commission or the Trustee and a Swap Counterparty whereby a variable rate cash flow (which may be subject to an
interest rate cap) on a principal or notional amount is exchanged for a fixed rate of return on an equal principal or
notional amount. The Swap Counterparty must be a member of the International Swaps and Derivatives Association
and must be rated in one of the three top rating categories by at least one rating agency. The 1991 Master
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Resolution provides that, if and to the extent provided in any Supplemental Resolution authorizing the issuance of a
Series of Bonds, regularly scheduled swap payments may be paid directly out of the account or accounts in the Debt
Service Fund established with respect to such Series of Bonds, and thus on a parity with debt service on the Bonds.

In connection with the issuance of the Issue 32A through 32E Bonds (the “Issue 32A-E Bonds”), the
Issue 33 Bonds, the Issue 37 Bonds and the Issue 35 Bonds, the Commission entered into swap agreements (the
“Issue 32 Swap Agreements,” the “Issue 33 Swap Agreements,” the “Issue 37B/C Swap Agreements” and the “Issue
35 Swap Agreements” respectively). The regularly scheduled Swap Payments made to the respective counterparties
thereunder are payable on a parity with the Bonds. See “—Interest Rate Swaps” and “REFUNDING PLAN.”

Swap Policy

In 2002, the Commission adopted a written Interest Rate Swap Policy (the “Swap Policy””) which was
revised in November 2004 and October 2005. The Swap Policy is reviewed periodically by the Airport Director and
revisions are submitted to the Commission for approval. The following is a summary of the Swap Policy:

Prohibited Uses. The Swap Policy prohibits the Commission from entering into interest rate swaps, caps,
collars and floors, options with respect thereto and other similar instruments, on either a current or forward basis
(collectively, “Swaps™) that: (i) are for speculative purposes, such as potential trading gains; (ii) create
extraordinary risk or leverage with respect to the same Bonds or investments; (iii) would result in the Commission
lacking sufficient liquidity to make payments that may be due upon termination of the Swap; and (iv) lack sufficient
price transparency to permit the Airport Director and the Swap advisor to reasonably determine the market valuation
of the Swap.

Qualified Swap Counterparties. The Commission is authorized under the Swap Policy to enter into Swaps
only with qualified Swap counterparties. As of the date of execution of each Swap, at least one of the ratings of
each counterparty (or its guarantor) from Moody’s, S&P or Fitch must be “Al,” “A+” or “A+,” respectively, or
higher and the other ratings no lower than “A2” or “A.”

Notional Amount of Swaps. The Swap Policy prohibits the Commission from entering into any Swap that
would cause the aggregate notional amount of all of the Commission’s Swaps to exceed 20% of the aggregate
principal amount of the Commission’s outstanding general airport revenue bonds.

Swap Counterparty Credit Exposure Limits. The Swap Policy requires the Commission to diversify its
Swap counterparty credit risk to limit the Commission’s credit exposure to any one counterparty. The following
limits apply to termination exposure to any one counterparty. The Commission is permitted to make exceptions to
the limits in its discretion after consultation with the Swap advisor and Bond Counsel to the extent that the execution
of swap achieves one or more of the objectives outlined therein.

The term “Maximum Net Termination Exposure” is defined as an amount equal to the projected aggregate
maximum net termination payment value at any one time of all of the Commission’s then existing and proposed
Swaps with such counterparty, as determined by a swap advisor taking into account the current market value of then
existing Swaps with such counterparty. Maximum Net Termination Exposure is (i) calculated taking into account
possible future changes in interest rates based on historical or projected measures applied over the remaining term of
each Swap, and (ii) based on a two standard deviation change in the relevant swap rate, or on such other
methodology that the Swap advisor determines is a reasonable assumption regarding potential future rate changes.
Maximum Net Termination Exposure is calculated as of the date of execution of each Swap. If the counterparty has
more than one credit rating, the lowest rating will govern for purpose of calculating the permissible levels of
exposure. There are separate limits for collateralized Maximum Net Termination Exposure. The limitations are as
follows:
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INTEREST RATE SWAP POLICY MAXIMUM NET TERMINATION EXPOSURE

Counterparty Maximum Net Total Maximum
Counterparty Maximum Net Termination Exposure Net Termination
Credit Ratings Termination Exposure (Uncollateralized) Exposure
AAA Category N/A $40 million N/A
AA Category $40 million 30 million $40 million
A Category 30 million 20 million 30 million
BBB Category 20 million 10 million 20 million
Below BBB Category None None None

Swap Aggregate Maximum Net Termination Exposure. As of the date of execution of any Swap, the
aggregate Maximum Termination Exposure for all of the Commission’s then existing Swaps with all counterparties,
as determined by a swap advisor, shall not exceed the sum of (i) the funds available in the Airport’s Contingency
Account, plus (ii) the Commission’s then available utilized capacity (but not to exceed $100 million) under its
Commercial Paper program, plus (iii) so long as the Airport is rated no lower than an “A” category by at least two
rating agencies, $50 million.

Interest Rate Swap Agreements

The obligation of the Commission to make payments to the Swap Provider under the Swap Agreements is
an obligation of the Commission payable from Net Revenues on a parity with payments of principal of or interest on
the applicable Series of Bonds. Under certain circumstances, the Swap Agreements are subject to termination and
the Commission may be required to make a substantial termination payment to the respective Swap Providers
depending upon the then current market value of the swap transaction. Any payment due upon the termination of a
Swap Agreement is payable from Net Revenues subordinate to payments of principal of or interest on the Bonds.

Issue 32A-E and Issue 33. The Commission entered into seven forward starting interest rate swap
agreements in connection with the issuance of its Issues 32A-E Bonds and $205.1 million principal amount of Issue
33 Bonds. Pursuant to these swap agreements, the Commission receives a monthly variable rate payment from each
counterparty equal to 63.5% of USD-LIBOR-BBA, plus 0.29%, times the notional amount of the swap, which is
intended to approximate the variable rate interest payments the Commission will pay on the Issues 32A-E and the
Issue 33 Bonds. The Commission makes a monthly fixed rate payment to the counterparties as set forth below. All
of the interest rate swaps are terminable at any time at the option of the Commission at their market value. The
objective of the swaps is to achieve a synthetic fixed rate with respect to the Issues 32A-E and $205.10 million
principal amount of Issue 33 Bonds.

The Issue 32 Swap Agreements are expected to be transferred to hedge $39,930,000 principal amount of
Issue 36B Bonds, and to hedge the Issue 36A Bonds and a portion of the Issue 36C/D Bonds, when such Bonds are
issued. The Commission expects to refund the Issue 33 Bonds insured by XL Capital in May 2008. See
“REFUNDING PLAN-Issue 37 Bonds.” The Issue 33 Swap Agreements were transferred to hedge the Issue 37A
Bonds that were issued on May 7, 2008.

Issue 37B/C. The Commission entered into two forward starting interest rate swap agreements in
connection with the anticipated issuance of the Issue 37B/C Bonds. Pursuant to these swap agreements, beginning
on or before May 15, 2008 the Commission will receive a monthly variable rate payment from each counterparty
equal to 61.85% of USD-LIBOR-BBA, plus 0.34%, times the notional amount of the swap, which is intended to
approximate the variable rate interest payments the Commission will pay on a portion of the Issue 37B/C Bonds.
The Commission will make a monthly fixed rate payment to the counterparties as set forth below. The Issue 37B/C
Swap Agreements are terminable at any time at the option of the Commission at their market value. The objective
of the swaps is to achieve a synthetic fixed rate with respect to $169.54 million principal amount of the Issue 37B/C
Bonds.

Issue 35. The Commission entered into two forward starting interest rate swap agreements in connection
with the anticipated issuance of the Issue 35 Bonds. Pursuant to these swap agreements, beginning in February 2010
the Commission will receive a monthly variable rate payment from each counterparty equal to 61.85% of
USD-LIBOR-BBA, plus 0.34%, times the notional amount of the swap, which is intended to approximate the
variable rate interest payments the Commission will pay on a portion of the Issue 35 Bonds. The Commission will
make a monthly fixed rate payment to the counterparties as set forth below. The Issue 35 Swap Agreements are
terminable at any time at the option of the Commission at their market value. The objective of the swaps is to
achieve a synthetic fixed rate with respect to $215.92 million principal amount of Issue 35 Bonds.
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Operating Expenses

Fiscal Year 2006-07 operating expenses of $431.1 million reflected a 0.4% decrease from Fiscal Year
2005-06 operating expenses of $432.8 million. The operating expenses in Fiscal Year 2004-05 were $418.9 million.
See also “AIRPORT’S FINANCIAL AND RELATED INFORMATION.”

The decrease in total operating expenses in Fiscal Year 2006-07 in the amount of $1.8 million was
primarily due to lower depreciation and amortization expenses that offset significant increases in personnel costs
($10.2 million) and in general and administrative costs ($5.9 million).

Payments to the City
Annual Service Payment

Under the Lease Agreements and the Settlement Agreement with certain airlines, the Commission makes
an “Annual Service Payment” to the City to compensate the City for certain indirect services and facilities that it
provides to the Airport and the Commission. See “SAN FRANCISCO INTERNATIONAL AIRPORT—Existing Airline
Agreements—Lease Agreements.” The Annual Service Payment is equal to the greater of (i) $5 million, and (ii) 15%
of “Concession Revenues” (as defined in the Lease Agreements), and is paid by the Commission in quarterly
installments. The Annual Service Payment is made only after the payment of Operation and Maintenance Expenses
and debt service on outstanding revenue bonds of the Commission, including the Bonds, and certain other
expenditures. See “SECURITY FOR THE ISSUE 36B BONDS—Flow of Funds.” The amount of Annual Service Payment
for each of the last five fiscal years is set forth below.

Payments for Direct Services

In addition to the Annual Service Payment, the Lease Agreements and the Settlement Agreement permit the
Commission to compensate the City’s General Fund for the cost of certain direct services provided by the City to the
Airport, including those provided by the Police Department, the Fire Department, the City Attorney, the City
Treasurer, the City Controller, the City Purchasing Agent and other City departments. Set forth in the table below is
a summary of the payments made by the Airport to the City for the last five Fiscal Years. The Commission is
otherwise prohibited under the Settlement Agreement and the Lease Agreements from making any payments to the
City, directly or indirectly. See “SAN FRANCISCO INTERNATIONAL AIRPORT—Certain Federal, State and Local Laws
and Regulations—Federal Law Prohibiting Revenue Diversion.”

SUMMARY OF PAYMENTS MADE BY THE AIRPORT TO THE CITY
($ in millions)

Annual Direct Services
Service
Fiscal Year Payment Police Fire Other" Utility Costs Subtotal Total
2006-07 $23.3 $31.4 $13.6 $14.0 $34.0? $93.0 $116.3
2005-06 21.4 29.6 12.9 14.8 33.3® 90.6 112.0
2004-05 19.7 27.8 11.3 13.9 32.99 85.9 105.6
2003-04 18.2 33.4 12.8 13.6 36.3® 96.1 114.3
2002-03 16.8 32.3 10.9 13.1 35.7© 92.0 108.8

(1) Represents costs of direct services provided by the City Attorney, City Treasurer, City Controller, City Purchasing Agent and other City
departments.

(2) Approximately $13.7 million in utility costs were recovered from Airport tenants.

(3) Approximately $18.8 million in utility costs were recovered from Airport tenants.

(4) Approximately $13.7 million in utility costs were recovered from Airport tenants.

(5) Approximately $20.8 million in utility costs were recovered from Airport tenants.

(6) Approximately $16.8 million in utility costs were recovered from Airport tenants.

Source: San Francisco Airport Commission.
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In September 2002, the Airlines requested that the U.S. Department of Transportation Office of Inspector
General (the “OIG”) investigate the annual payments made by the Airport to the City for possible improper
diversion of funds from the Airport to the City. On January 22, 2003 the Airport received a Letter of Investigation
from the FAA District Office regarding alleged improper diversions of funds from the Airport to a number of
different City departments. On March 31, 2004, the OIG issued its “Report on Revenue Diversions at San Francisco
International Airport” (the “OIG Report”). The OIG Report concluded that the City had diverted approximately
$12.5 million of revenue from the Airport during Fiscal Years 1997-98 through 2003-04 and recommended that the
FAA seek full recovery of the $12.5 million, plus interest. At the close of Fiscal Year 2004-05 the City transferred
$4.6 million to the Airport in advance of determination of the final amount to resolve the audit and in January 2006,
the Airport submitted a Certificate of Compliance to the FAA. In Fiscal Year 2005-06, as a result of the resolution
of the audit, the Airport remitted $4.55 million to the air carriers and the balance of approximately $55,000 was
returned to the City. See “SAN FRANCISCO INTERNATIONAL AIRPORT—Certain Federal, State and Local Laws and
Regulations—Federal Law Prohibiting Revenue Diversion.”

Employee Benefit Plans

Retirement System. The San Francisco City and County Employees’ Retirement System (the “Retirement
System”) is a defined-benefit plan. The Charter provisions governing the Retirement System may be revised only
by a Charter amendment, which requires an affirmative vote of a majority of the electorate at a duly called election.
The Retirement System is administered by a Retirement Board consisting of seven members, three appointed by the
Mayor, three elected from among members of the Retirement System and a member of the Board of Supervisors
appointed by the President of the Board of Supervisors. To aid in the administration of the Retirement System, the
Retirement Board appoints an actuary and an Executive Director. The responsibilities of the Executive Director
extend to all divisions of the Retirement System consisting of: Administration, Investment, Retirement
Services/Accounting, and Deferred Compensation. The responsibilities of the actuary include the production of data
and a summary of plan provisions for the independent consulting actuary retained by the Retirement Board to
produce a valuation report and other analyses as required by the Retirement Board.

Membership in the Retirement System includes substantially all full-time employees of the City, including
the Airport, who are not members of the California Public Employees’ Retirement System (“CalPERS”), San
Francisco Community College District and San Francisco Unified School District employees who are not members
of the State Teachers Retirement System, and San Francisco Trial Court employees other than judges. The
Retirement System provides basic service retirement, disability, and death benefits based on specified percentages of
defined final average monthly salary and provides annual cost-of-living adjustments after retirement. The
Retirement System also provides pension continuation benefits to qualified survivors. The payroll for the 30,190
full-time City employees covered by the Retirement System for the year ended June 30, 2007 was $2.376 billion.
During Fiscal 2006-07, the 1,300 full-time Airport employees represented approximately 4.3% of the total number
of employees of the City. Contributions are made to the Retirement System by both the City and its employees on
that portion of a member’s earned wages that are includable for calculation and contribution purposes (‘“Pensionable
Salary”). Employee contributions are mandatory. The annual actuarial valuation of the Retirement System is a
joint effort of the Retirement System and the independent consulting actuary. Following acceptance of the valuation
report of the consulting actuary by the Retirement Board, the Retirement Board and the consulting actuary determine
the actuarially required annual contribution amounts for the employer and the employee. Based on an actuarial
valuation, there were no required employer contributions for annual pension costs for Fiscal Years 2002-03 and
2003-04. Beginning in Fiscal Year 2004-05, the Retirement Board reinstated required employer contributions based
upon the funding requirements as determined by the consulting actuary. The schedule of funding progress for the
Retirement System for the last five Fiscal Years is set forth in the table on the next page.
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CITY AND COUNTY OF SAN FRANCISCO EMPLOYEES’ RETIREMENT SYSTEM
Schedule of Funding Progress
($ in thousands)

Actuarial OAAL as
Accrued Over % of
Fiscal Actuarial Liability (AAL) Funded AAL Funded Covered Covered
Year Asset Value Entry Age (OAAL) Ratio Payroll Payroll
2002-03 $11,173,636 $10,249,896 $923,740 109.0% $2,130,071 43.4%
2003-04 11,299,997 10,885,455 414,542 103.8 2,155,252 19.2
2004-05 12,659,698 11,765,737 893,961 107.6 2,052,862 43.5
2005-06 13,597,646 12,515,463 1,082,183 108.6 2,161,261 50.1
2006-07 14,929,287 13,541,388 1,387,899 110.2 2,376,221 58.4

Sources: Retirement System financial statements and supplemental schedules for the Fiscal Years ended June 30, 2003 through June 30, 2007.

The actuarial method used is the entry age normal cost method. The significant actuarial assumptions
include: (i) annual investment return equal to 8.00%; (ii) wage increases of 4.50%; (iii) price inflation increases of
3.50%; and (iv) merit and promotion increases of 1.3%. Changes in actuarial gains and losses, purchasable service
and assumption changes are amortized as a level percentage of payroll over a 15-year period commencing on the
valuation date. Additional liabilities created due to Charter amendments are amortized as a level percentage of
payroll over a 20-year period commencing with the year of amendment.

The employer contribution rate for Fiscal Year 2007-08 is 5.91% of Pensionable Salary and the employer
contribution rate for Fiscal Year 2008-09 is 4.99% of Pensionable Salary. The Airport is required to contribute at an
actuarially determined rate. Based on an actuarial valuation, there were no required employer contributions for
annual pension costs for Fiscal Years 2002-03 and 2003-04. As of July 1, 2007, the date of the last actuarial
valuation, the funded ratio for the plan was 110%. The Airport’s required contributions for the last five Fiscal Years
are set forth below.

AIRPORT CONTRIBUTIONS TO THE RETIREMENT SYSTEM

Fiscal Year Contribution Rate Airport Contribution
2002-03 0.00% $0
2003-04 0.00 0
2004-05 4.48 3.6 million
2005-06 6.58 6.9 million
2006-07 6.24 8.2 million

Sources: Retirement System Actuarial Valuation Reports and San Francisco Airport Commission.

As a result of collective bargaining, during Fiscal Year 1993-94, the City agreed to pay a portion of the
employee contributions on their behalf. From Fiscal Year 1994-95 through Fiscal Year 2002-03, the portion of the
employee contributions to be paid by the City were negotiated through the various unions on a member group basis
and did not exceed 8% of base salary. By the Fiscal Year ended June 30, 2004, most employee groups agreed
through collective bargaining that employees would begin to resume their payment of the full employee contribution
amount.

The assets of the Retirement System are invested in a broadly diversified manner across the institutional
capital markets. In addition to U.S. equities and fixed income securities, the Retirement System holds international
equities, global sovereign and corporate debt, global public and private real estate and an array of alternative
investments including private equity and venture capital limited partnerships. The Retirement System does not
invest directly in subprime mortgage obligations. The potential exposure of the assets of the Retirement System to
subprime mortgage obligations is limited to its investments in real estate investment trusts and funds, distressed debt
funds, and certain mortgage obligations held by external managers either in mortgage pools or commingled funds,
which in aggregate comprise less than 3% of the total assets. The investments are regularly reviewed by the
Retirement Board and monitored by an internal staff of investment professionals who in turn are advised by external
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consultants who are specialists in the areas of the investments described above. For information regarding the
investment policy of the Retirement System, see its “Investment Policy Statement,” which is available upon request
from the Retirement System. The Retirement System also issues a publicly available annual financial report that
includes financial statements and required supplementary information for the Retirement System. The financial
report and the Investment Policy Statement may be obtained by writing to the San Francisco City and County
Employees’ Retirement System, 30 Van Ness Avenue, Suite 3000, San Francisco, California 94102, or by calling
415-487-7020.

Health Care Benefits. Health care benefits for Airport and other City employees, retired employees, and
surviving spouses are provided through the City’s Health Service System (the “Health Service System”). Benefits
paid by the Health Service System in each year are funded on a current basis primarily from contributions made
during that year by the City for its employees, retired employees and surviving spouses. The City contributions,
including those of the Airport, are funded from available resources on a pay-as-you-go basis. The contributions of
the City to the Health Service System are determined by a Charter provision based on similar contributions made by
the 10 most populous counties in the State. The contributions for health care benefits made by the Airport for the
last five Fiscal Years are set forth below:

AIRPORT CONTRIBUTIONS TO THE HEALTH CARE SYSTEM
($ in millions)

Active
Fiscal Year Employees Retirees Total
2002-03 $9.325 $1.800 $11.125
2003-04 9419 2.145 11.564
2004-05 10.283 2.770 13.053
2005-06 11.042 4.529 15.571
2006-07 12.309 4.812 17.121

Source: San Francisco Airport Commission.

In June 2004, the Governmental Accounting Standards Board (“GASB”) issued Statement No. 45
(“GASB 45”), which addresses how state and local governments should account for and report their costs and
obligations related to post-employment health care and other non-pension benefits (“OPEB”). GASB 45 generally
requires that employers account for and report the annual cost of OPEB and the outstanding obligations and
commitments related to OPEB in essentially the same manner as they currently do for pensions. Annual OPEB cost
for most employers will be based on actuarially determined amounts that, if paid on an ongoing basis, generally
would provide sufficient resources to pay benefits as they come due. The provisions of GASB 45 may be applied
prospectively and do not require governments to fund their OPEB plans. An employer may establish its OPEB
liability at zero as of the beginning of the initial year of implementation. However, the unfunded actuarial liability is
required to be amortized over future periods on the income statement. GASB 45 also established disclosure
requirements for information about the plans in which an employer participates, the funding policy followed, the
actuarial valuation process and assumptions, and for certain employers, the extent to which the plan has been funded
over time. The City will be required to begin reporting the liability and related information for unfunded post-
retirement medical benefits in the City’s financial statements for the Fiscal Year ending June 30, 2008.

To help plan for the implementation of GASB 45, the City requested that Towers Perrin prepare a
preliminary actuarial valuation of this liability. Towers Perrin’s entire report 1is posted at
www.sfgov.org/site/uploadedfiles/controller/reports/GASB_45 Memo Report.pdf and illustrates what the effect of
GASB 45 would be if the City were to report the cost and liability as of June 30, 2006. The statements herein
merely summarize Towers Perrin’s report. (This report is not incorporated by reference herein.)

Towers Perrin’s report provided calculation results based on two different investment return assumptions.
Assuming a 4.5% return on invested assets, Towers Perrin estimated that the City would have a post-employment
medical benefit liability of $4.9 billion and an annual required contribution for Fiscal Year 2006-07 (i.e. the amount
that would be payable by the City to amortize the liability over 30 years in an actuarially sound manner) of
$455,881,165. Towers Perrin also calculated post-employment medical benefit liability and Fiscal Year 2006-07
annual required contribution amounts using an assumed 8.0% investment return and a 30-year amortization period,
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which resulted in estimates of $3.0 billion and $290,209,863, respectively and contained a sensitivity analysis of
these amounts using assumed rates of increase in health plan costs. The amounts attributable to the Airport have not
been determined separately.

As stated above, the City is not required to include such information in its financial statements until Fiscal
Year 2007-08. As part of the planning for how the City will address this issue, Memoranda of Understanding
negotiated this year with the City’s labor unions included a provision calling for a Citywide committee to develop
recommendations on how to fund retiree health benefits.

The Health Service System issues a publicly available financial report that includes financial statements for
the health care benefits plan. The report may be obtained by writing to the San Francisco Health Service System,
1145 Market Street, Second Floor, San Francisco, California 94103, or by calling 415-554-1700.

Risk Management and Insurance

Under the 1991 Master Resolution, the Commission is required to procure or provide and maintain
insurance, or to self-insure, against such risks as are usually insured by other major airports in amounts adequate for
the risk insured against, as determined by the Commission, and to file with the Trustee each year a written summary
of all insurance coverage then in effect. The Commission is not required to nor does it carry insurance or self-insure
against any risks due to land movement or seismic activity.

The Airport has an ongoing loss prevention program, a safety officer, property loss control engineering by
insurers and ongoing employee training programs. The Airport carries general liability insurance coverage of
$750 million, subject to a deductible of $10,000 per single occurrence. The Airport also carries commercial
property insurance coverage for full replacement value on all facilities at the Airport owned by the Commission,
subject to a deductible of $500,000 per single occurrence. Additionally, tenants and contractors on all contracts are
required to carry commercial general liability insurance in various amounts, naming the Airport as additional
insured. The Airport is self-insured as part of the City’s workers’ compensation program. From current revenues,
the Commission pays losses from workers’ compensation claims of Airport employees, the deductible portion of
insured losses, and losses from other uninsured risks. The Airport carries public official liability and employers
liability coverage of $5 million, subject to a deductible of $100,000 per single occurrence for each wrongful act
other than employment practices violations and of $200,000 per each occurrence for each employment practices
violation. The Airport also carries insurance for public employee dishonesty, fine arts, electric data processing
equipment and watercraft liability for Airport fire and rescue vessels.

Prior to September 11, 2001, the Airport had liability insurance coverage in the amount of $750 million per
occurrence for war, terrorism and hijacking. Immediately following the events of September 11, 2001, insurers
cancelled their coverages for war, terrorism and hijacking for all airports, including the Airport, and for all airlines
around the country. A number of insurers now provide this coverage through the Federal Government Terrorism
Risk Insurance Act (TRIA). However, the scope of the coverage is limited and the premiums are high. Due to these
factors, the Commission, in consultation with the City’s Risk Manager, has elected not to secure such coverage.

Investment of Airport Funds

Under the Charter and the 1991 Master Resolution, the Revenue Fund and the accounts therein, including
the Contingency Account, are held by the Treasurer. Amounts in the Revenue Fund are accounted for separately
from all other funds of the City. The 1991 Master Resolution further provides that moneys in all funds and accounts
(including Revenues) established under the 1991 Master Resolution which are held by the Treasurer shall be
invested in Permitted Investments in accordance with the policies and procedures of the Treasurer in effect from
time to time. For definitions of “Revenues” and “Permitted Investments” under the 1991 Master Resolution, see
APPENDIX D—“SUMMARY OF CERTAIN PROVISIONS OF THE 1991 MASTER RESOLUTION—Certain Definitions.”
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Airport Pooled Investment Fund

Under the Treasurer’s current investment procedures, amounts in the Airport’s Revenue Fund and
Contingency Account are commingled for investment purposes with the Airport’s Construction Fund as part of a
pooled investment fund (the “Airport Pool”). Amounts in the Airport Pool are invested in Permitted Investments as
defined in the 1991 Master Resolution. The objectives of the Treasurer’s current investment policy, in order of
priority, are preservation of capital, maintenance of liquidity and yield. Investments generally are made so that
securities can be held to maturity. The Treasurer calculated the current weighted average maturity of these
investments as of March 31, 2008 to be approximately 231 days.

Payments due from the Revenue Fund and the Construction Fund actually are made from the City’s larger
pooled investment fund (the “City Pool”). Among other purposes, the City Pool serves in effect as a disbursement
account for expenditures from the City’s various segregated and pooled funds (including the Airport Pool). The
Treasurer periodically transfers from the Revenue Fund and the Construction Fund to the City Pool the proceeds of
investments in the Airport Pool which have matured or been sold and which are necessary to cover Airport
disbursements. These transfers may be made either before or after the disbursements are made from the City Pool.
Under the Treasurer’s current investment policy, amounts in the City Pool are invested in accordance with State law
in types of securities which are somewhat more limited than Permitted Investments.

Set forth in the table below are the approximate market values, as of March 31, 2008, of amounts in the
Airport Pool representing Construction Fund, Operating Fund, Contingency Account and Revenue Fund moneys.
These amounts include certain minimum balances maintained in the City Pool for liquidity purposes. Also set forth
below are the types of the investments in the Airport Pool as of such date.

AIRPORT POOLED INVESTMENT FUND

Funds in Airport Pool Investment Distribution as of March 31, 2008
Construction Funds $181 million U.S. Treasury Notes $71 million
Operating Fund 153 million U.S. Treasury Bills 30 million
Contingency Account 92 million FNMA Discount Notes 16 million
Revenue Fund 2 million FHLB 22 million
TOTAL $428 million FHLB Floaters 60 million
FHLB Discount Notes 35 million
FHLMC Bonds 7 million
FHLMC Discount Notes 35 million
Fed Farm Credit 4 million
Commercial Paper 74 million
Negotiable Certificates of Deposit 68 million
Public Time 6 million
TOTAL $428 million
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Currently Outstanding Bonds

The Commission has currently Outstanding $3,996,150,000 in aggregate principal amount of Second Series
Revenue Bonds (exclusive of the Issue 36B Bonds, and the Issue 36 A Bonds and the Issue 37A/B Bonds expected to
be issued on May 7, 2008 and inclusive of the Bonds to be purchased and held in trust by Issue 36B Bonds and the
Issue 36A Bonds and the Bonds to be refunded by the Issue 37A/B Bonds). See “REFUNDING PLAN.”

Series

Issue 13A (Taxable)
Issue 15A (AMT)
Issue 15B (Non-AMT)
Issue 16A (AMT)
Issue 16B (Non-AMT)
Issue 17 (Non-AMT)
Issue 18A (AMT)
Issue 18B (Non-AMT)
Issue 19 (Non-AMT)
Issue 20 (Non-AMT)
Issue 21 (Non-AMT)
Issue 22 (AMT)

Issue 23A (AMT)
Issue 23B (Non-AMT)
Issue 24A (AMT)
Issue 24B (Non-AMT)
Issue 25 (AMT)

Issue 26A (AMT)
Issue 26B (Non-AMT)
Issue 27A (AMT)
Issue 27B (Non-AMT)
Issue 28A (AMT)
Issue 28B (Non-AMT)
Issue 28C (Non-AMT)
Issue 29A (AMT)
Issue 29B (Non-AMT)
Issue 30 (Non-AMT)
Issue 31F (Taxable)
Issue 32A (AMT)
Issue 32B (AMT)
Issue 32C (AMT)
Issue 32D (AMT)
Issue 32E (Non-AMT)
Issue 32F (Non-AMT)
Issue 32G (AMT)
Issue 32H (AMT)
Issue 33A (AMT)
Issue 33D (AMT)
Issue 33E (AMT)
Issue 33F (AMT)
Issue 33G (AMT)
Issue 34A (AMT)
Issue 34B (AMT)
Issue 34C (AMT)
Issue 34D(Non-AMT)
Issue 34E (AMT)

Issue 34F (Private Activity/Non-AMT)

TOTAL

Dated Date

Original
Principal
Amount Issued

Outstanding Principal
(as of April 28, 2008)

Purpose’

November 1, 1996
January 1, 1998
January 1, 1998
April 1, 1998
April 1, 1998
April 1, 1998
July 1, 1998

July 1, 1998

July 1, 1998
October 1, 1998
October 1, 1998
December 1, 1998
May 1, 1999

May 1, 1999
March 1, 2000
March 1, 2000
March 1, 2000
December 1, 2000
December 1, 2000
June 15, 2001
June 15, 2001
February 15, 2002
February 15, 2002
February 15, 2002
February 5, 2003
February 5, 2003
February 10, 2004
February 10, 2005
February 10, 2005
February 10, 2005
February 10, 2005
February 10, 2005
February 10, 2005
November 2, 2006
November 2, 2006
November 2, 2006
February 15, 2006
February 15, 2006
February 15, 2006
February 15, 2006
February 15, 2006
April 9, 2008
April 9, 2008
March 27, 2008
March 27, 2008
March 27, 2008
March 27, 2008

 The term NTMP means Near-Term Master Plan.

$131,500,000
263,355,000
236,645,000
133,000,000
82,000,000
35,000,000
126,035,000
98,965,000
25,000,000
267,985,000
82,015,000
125,000,000
168,335,000
81,665,000
104,360,000
28,140,000
117,500,000
87,230,000
150,955,000
210,995,000
277,530,000
116,640,000
151,210,000
97,150,000
31,870,000
125,105,000
34,820,000
111,695,000
69,150,000
35,200,000
35,200,000
31,200,000
29,150,000
260,115,000
158,195,000
34,690,000
64,000,000
64,100,000
57,000,000
60,900,000
31,000,000
92,500,000
82,500,000
79,170,000
81,170,000
299,365,000
16.645.000

RN 071° i OFLASAA

$5,082,950,000
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$2,900,000
214,490,000
104,375,000
43,900,000
27,010,000
11,530,000
57,515,000
2,190,000
555,000
235,720,000
71,620,000
96,465,000
155,940,000
11,975,000
95,775,000
3,835,000
107,835,000
80,050,000
116,755,000
192,370,000
256,010,000
108,535,000
66,895,000
61,385,000
26,130,000
116,625,000
34,820,000
111,695,000
69,150,000
35,200,000
35,200,000
31,200,000
29,150,000
260,115,000
158,195,000
34,690,000
64,000,000
64,100,000
57,000,000
60,900,000
31,000,000
92,500,000
82,500,000
79,170,000
81,170,000
299,365,000
16.645.000

RN 5740 X\ ASASA

$3,996,150,000

New Money - Infrastructure Projects
New Money - NTMP/Infrastructure Projects
New Money - NTMP/Infrastructure Projects
New Money - NTMP Projects

New Money - NTMP Projects

New Money - Infrastructure Projects
New Money - NTMP Projects

New Money - NTMP Projects

New Money - Infrastructure Projects
Refunding

New Money - NTMP Projects

New Money - NTMP Projects

New Money - NTMP Projects

New Money - NTMP Projects

New Money - Infrastructure Projects
New Money - Infrastructure Projects
New Money - NTMP Projects

New Money - NTMP Projects

New Money - NTMP Projects
Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding

Refunding



Debt Service Requirements

The following table presents the annual debt service requirements for the Outstanding Bonds following the

issuance of the Issue 36B Bonds, the Issue 36A Bonds and the Issue 37A/B Bonds and the defeasance of the Bonds
refunded with the proceeds of the Issue 37A/B Bonds. See “REFUNDING PLAN.”

DEBT SERVICE SCHEDULE"

Issue 36B Bonds”

Fiscal
Year Debt Service Total
Ending on Outstanding Total Scheduled
June 30 Bonds®® Principal Interest Debt Service Debt Service
2008 $262,622,590 - - - $262,622,590
2009 274,918,855 - $1,228,825 $1,228,825 276,147,680
2010 282,615,611 - 1,652,011 1,652,011 284,267,622
2011 313,042,728 - 1,652,011 1,652,011 314,694,740
2012 319,914,777 - 1,652,011 1,652,011 321,566,788
2013 319,600,051 - 1,652,011 1,652,011 321,252,063
2014 330,045,403 - 1,652,011 1,652,011 331,697,414
2015 331,275,657 - 1,652,011 1,652,011 332,927,668
2016 333,916,965 - 1,652,011 1,652,011 335,568,976
2017 327,659,013 $2,800,000 1,652,011 4,452,011 332,111,024
2018 315,967,364 4,290,000 1,538,140 5,828,140 321,795,504
2019 327,391,656 4,495,000 1,363,667 5,858,667 333,250,322
2020 310,724,184 4,710,000 1,180,854 5,890,854 316,615,037
2021 298,136,067 4,115,000 989,294 5,104,294 303,240,361
2022 295,009,414 4,300,000 821,937 5,121,937 300,131,351
2023 294,811,907 4,495,000 647,058 5,142,058 299,953,965
2024 299,197,303 4,700,000 464,244 5,164,244 304,361,547
2025 288,565,087 4,920,000 273,091 5,193,091 293,758,178
2026 258,218,767 1,795,000 72,993 1,867,993 260,086,759
2027 190,603,404 - - - 190,603,404
2028 185,218,896 - - - 185,218,896
2029 140,529,360 - - - 140,529,360
2030 94,268,681 - - - 94,268,681
2031 40,120,875 - - - 40,120,875
2032 17,842,913 - - - 17,842,913
TOTAL $6,452,217,524 $40,620,000 $21,796,192 $62,416,192 $6,514,633,716

)
2

3)

“)

Gross debt service.

Includes debt service on San Francisco International Airport Second Series Revenue Bonds Issues 10A through 30, 31F, 32F/G/H and
34C/D/E/F at fixed rates. The debt service on Issues 32D-E Bonds which were issued on February 10, 2005 as auction rate securities is
calculated at assumed interest rates equal to the swap rates of 3.444% and 3.445%, plus ancillary fees equal to 0.256%. The debt service
on the Issue 34A/B Bonds, which were issued as variable rate securities, is calculated at an assumed interest rate equal to 3.62% plus
ancillary fees equal to 0.455%. The debt service on the Issue 36A Bonds, which are being issued as variable rate demand bonds, is
calculated at assumed interest rates equal to the swap rates of 3.444% and 3.445%, plus ancillary fees equal to 0.57%. The debt service on
the Issue 37A/B Bonds, which were issued as variable rate demand bonds on May 7, 2008, is calculated at assumed interest rates equal to
the swap rates of 3.379%, 3.393% and 3.898%, plus ancillary fees equal to 0.52%.

Excludes debt service on the Issue 32C Trust Bonds, and the Issue 32A/B Bonds expected to be purchased and held in trust with the
proceeds of the Issue 36A Bonds, when such Issue 36A Bonds are issued. See “REFUNDING PLAN-ISSUE 36B Bonds” and “~Issue 36A
Bonds.”

Interest on the Hedged Issue 36B Bonds is calculated at assumed interest rates equal to the swap rates of 3.444% and 3.445%, plus
ancillary fees equal to 0.62% and at an assumed interest rate equal to 3.62% plus ancillary fees equal to 0.62% for the unhedged Issue 36B
Bonds. See also “AIRPORT’S FINANCIAL AND RELATED INFORMATION-Interest Rate Swaps.”
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CONSULTANT’S REPORT
General

The Commission retained Jacobs Consultancy (formerly John F. Brown Company, Inc.), as recognized
experts in their field, to prepare a traffic and earnings report and financial analyses in connection with the Issue 34
Bonds. This Report of the Airport Consultant is dated January 23, 2008 (the “January 23 Report”), speaks as
of that date, was based on information available as of that date and included herein as APPENDIX A. No
attempt has been made by the Airport Consultant to update the January 23 Report or any information or projections
contained therein in connection with the Issue 36B Bonds. The January 23 Report should be read in its entirety for
an explanation of the assumptions and forecasts used therein.

The January 23 Report of the Airport Consultant is divided into five sections (I through V). Section I
provides general background information with respect to the Commission and the Airport; Section II describes the
economic base for air transportation; Section III provides certain data regarding activity at the Airport and a forecast
by the Airport Consultant of enplaned passengers; Section IV describes the financial framework of the Airport,
including the 1991 Master Resolution, the Settlement Agreement, the Lease Agreements (which expire on June 30,
2011) and various other commercial agreements with Airport users; and Section V provides the Airport Consultant’s
projections of Net Revenues demonstrating compliance by the Commission with the additional bonds test contained
in the 1991 Master Resolution in connection with the Issue 34 Bonds. Other projects that require future funding and
which may be financed by future Airport bond issues are not included as part of the projections of Net Revenues. In
the preparation of the January 23 Report, the Airport Consultant and the Commission have made certain
assumptions with respect to conditions that may occur and the course of action that management expects to take in
the future. The Airport Consultant has relied upon Commission staff for representations about its plans and
expectations and for disclosure of significant information that might affect the realization of forecast results.
Representatives of the Commission prepared or reviewed these assumptions and believe that they provide a
reasonable basis for the forecast contained in the January 23 Report. While the Commission and the Airport
Consultant believe these assumptions to be reasonable for the purpose of making the projections contained in the
January 23 Report, the January 23 Report projections are dependent upon future events, and actual conditions may
differ from those assumed. To the extent actual future factors differ from those assumed by the Airport Consultant
or provided to the Airport Consultant by others, the actual results will vary (possibly materially) from those forecast.
The Airport Consultant has no responsibility to update the January 23 Report for events and circumstances occurring
after the date of the January 23 Report.

(Remainder of this Page Intentionally Left Blank)
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Historical Debt Service Coverage

The following table reflects historical Net Revenues and the calculation of debt service coverage on the

Bonds by the Airport Consultant based on such Net Revenues for Fiscal Years 2002-03 through 2006-07.

HISTORICAL DEBT SERVICE COVERAGE

(Fiscal Year)
($ in thousands)
2002-03 2003-04 2004-05 2005-06 2006-07
Net Revenues'"” $297,677  $311,105 $304,729 $297,449 $302,069
Transfer from the Contingency 92,658 92.658 92,658 92,584 92.609

Account?
TOTAL AVAILABLE FOR DEBT SERVICE ~ $390,335 $403,763 $397,387 $390,033 $394,678

Total Annual Debt Service® $276,624 $291,838 $285,984 $278,544 $266,919

Historical Debt Service Coverage
per the 1991 Master Resolution® 141.1% 138.4% 139.0% 140.0% 147.9%

Historical Debt Service Coverage
Excluding Transfer 107.6% 106.6% 106.6% 106.8 % 113.2%

(€]

2

(3)
“

Source:

From the Report of the Airport Consultant, dated January 23, 2008, using the definition of Net Revenues contained in the 1991 Master
Resolution (including PFCs classified as “Revenues” as defined under the 1991 Master Resolution for Fiscal Year 2002-03 in the
amount of $12.9 million, for Fiscal Year 2003-04 in the amount of $48.1 million, for Fiscal Year 2004-05 in the amount of $68.4
million, for Fiscal Year 2005-06 in the amount of $67.7 million and for Fiscal Year 2006-07 in the amount of $58.4 million).

From the Report of the Airport Consultant, dated January 23, 2008. Represents the Transfer from the Contingency Account to the
Revenues Account in each such Fiscal Year. See “SECURITY FOR THE ISSUE 36B BONDS—Contingency Account.”

Annual Debt Service net of accrued and capitalized interest.

Net Revenues plus Transfer divided by total Annual Debt Service. Must not be less than 125%. See “SECURITY FOR THE ISSUE 36B
BonDs—Rate Covenant.”

Report of the Airport Consultant, dated January 23, 2008.

(Remainder of this Page Intentionally Left Blank)
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Forecast of Debt Service Coverage

The following table, which appeared in the Official Statement prepared in connection with the Issue 34

Bonds, reflects the forecast of Net Revenues as set forth in Section V of the January 23 Report, and the calculation
of debt service coverage on the Bonds (including the Issue 34 Bonds but not the subsequent refunding issues) based
on such Net Revenues for Fiscal Years 2007-08 through 2011-12. No attempt has been made by the Airport
Consultant to update the January 23 Report or any information or projections contained therein. Such
forecast is not dependent upon the completion of other capital projects, which may be financed by future Airport
bond issues, and does not include debt service and associated revenues with respect to the possible additional Bonds
for such other capital projects.

FORECAST OF DEBT SERVICE COVERAGE

(Fiscal Year)
($ in thousands)

2007-08 2008-09 2009-10 2010-11 2011-12
Net Revenues'" $299,644  $308,968  $320,075  $335,750  $340,466
Transfer from the Contingency Account® 92,600 81,678 81,678 81,678 81,678
TOTAL AVAILABLE FOR DEBT SERVICE $392,244  $390,646  $401,753  $417,428  $422,144
Debt Service Requirement®
Outstanding Issues of Bonds"” $276,536  $287,022  $291,420  $311,844  $317,334
Debt Service Refunded by Issue 34 Bonds (7,646)  (39,200)  (34,244)  (43,882)  (43,974)
Issue 34 Bonds®” 4,532 29,584 29212 33,235 33.365
TOTAL ANNUAL DEBT SERVICE $273,422  $277,406  $286,388  $301,197  $306,725

Forecast Debt Service Coverage
per the Resolution® 143.5% 140.8% 140.3% 138.6% 137.6%

Forecast Debt Service Coverage
Excluding Transfer 109.6% 111.4% 111.8% 111.5% 111.0%

(€]
2

(©))
“

()]
(6)

Source:

From the Report of the Airport Consultant, dated January 23, 2008, using the definition of Net Revenues contained in the 1991 Master
Resolution.

From the Report of the Airport Consultant, dated January 23, 2008. Represents the projected Transfer from the Contingency Account
to the Revenues Account in each such Fiscal Year. The Airport Consultant has assumed (during the test period, which is Fiscal Year
2008-09 to Fiscal Year 2012-13) a Transfer no greater than 25% of Maximum Annual Debt Service, which amount is less than the
amount that the Commission anticipates will be available in the Contingency Account. See “SECURITY FOR THE ISSUE 36B BONDS—
Contingency Account.”

Net of accrued and capitalized interest. Excludes Bonds to be refunded by the Issue 34A-F Bonds (collectively, the “Issue 34 Bonds”).
Includes the Issue 31A through 31E Bonds that were issued as auction rate securities at an assumed interest rate equal to 3.5%. The
Issue 32A through 32E Bonds that were issued as auction rate securities at an assumed interest rate equal to 3.4%. The Issue 33 Bonds
were issued as variable rate securities at assumed interest rates ranging from 3.4% to 3.6%. For a description of the Outstanding Issues
of Bonds see “AIRPORT’S FINANCIAL AND RELATED INFORMATION—Currently Outstanding Bonds.”

The Issue 34A/B Bonds were issued as variable rate securities. Amounts shown are based on an assumed interest rates ranging from
3.4% to 3.6%. The Issue 34C/D/E/F Bonds were issued as fixed rate bonds.

Net Revenues plus Transfer divided by total Annual Debt Service.

Report of the Airport Consultant, dated January 23, 2008.
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AIRLINE INFORMATION

The Commission cannot and does not assume any responsibility for the accuracy or completeness of any
information contained or referred to herein regarding the business operations or financial condition of any of the
airlines serving the Airport.

Each of the principal domestic airlines serving the Airport, or their respective parent corporations, and
foreign airlines serving the Airport with American Depository Receipts (“ADR’s”) registered on a national
exchange are subject to the information requirements of the Securities Exchange Act of 1934, and in accordance
therewith files reports and other information with the Securities and Exchange Commission (the “SEC”). Certain
information, including financial information, concerning such domestic airlines or their respective parent
corporations and such foreign airlines, is disclosed in certain reports and statements filed with the SEC. Such
reports and statements can be inspected at the Public Reference Room of the SEC, 450 Fifth Street, N.W.,
Washington, D.C. 20549; and the offices of The New York Stock Exchange, Inc., 20 Broad Street, New York, New
York 10005 (for certain airlines whose stock or whose parent’s stock is traded on the New York Stock Exchange).
Copies of such reports and statements can be obtained from the Public Reference Section of the SEC at 450 Fifth
Street, N.W., Washington, D.C. 20549, at prescribed rates or from the SEC Web site at: http://www.sec.gov. In
addition, each airline is required to file periodic reports of financial operating statistics with the U.S. DOT. Such
reports can be inspected at the Bureau of Transportation Statistics, Research and Innovative Technology
Administration, Department of Transportation, 400 Seventh Street, S.W., Washington, D.C. 20590.

Airlines owned by foreign governments, or foreign corporations operating airlines (unless such airlines
have ADR’s registered on a national exchange), are not required to file information with the SEC. Airlines owned
by foreign governments, or foreign corporations operating airlines, file limited information only with the U.S. DOT.

ABSENCE OF MATERIAL LITIGATION
General

There is no litigation pending concerning the validity of the 1991 Master Resolution or the Issue 36B
Bonds or the issuance and delivery thereof, the existence of the Commission, the title of the officers thereof who
shall execute the Issue 36B Bonds to their respective offices, or the pledge of Net Revenues to the payment of the
Issue 36B Bonds.

Other Matters

In the regular course of the Airport’s business, the Commission and the City are parties to a variety of
pending and threatened lawsuits and administrative proceedings with respect to the Airport’s operations and other
matters, in addition to those specifically discussed herein. The Commission does not believe that any such lawsuits
or proceedings will have a material adverse effect on the Airport’s business operations or financial condition.

RATINGS

Moody’s Investors Service (“Moody’s”) has assigned ratings of “Aaa/VMIG1” to the Issue 36B Bonds,
Standard & Poor’s Ratings Services, a Division of The McGraw-Hill Companies, Inc. (“Standard & Poor’s”) has
assigned ratings of “A+/A-1" to the Issue 36B Bonds and Fitch, Inc., doing business as Fitch Ratings (“Fitch”) has
assigned ratings of “AA/F1” to the Issue 36B Bonds, with the understanding that upon delivery of the Issue 36A
Bonds, the Letter of Credit will be delivered by Union Bank of California, N.A. See “LETTER OF CREDIT.”

Moody’s, Standard & Poor’s and Fitch have assigned underlying ratings of “Al,” “A” and “A,”
respectively to the Issue 36B Bonds.
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A rating reflects only the view of the agency giving such rating and is not a recommendation to buy, sell or
hold the Issue 36B Bonds. An explanation of the significance of each rating may be obtained from the rating
agencies at their respective addresses, as follows: Moody’s Investors Service at 7 World Trade Center, at 250
Greenwich Street, New York, New York 10007; Standard & Poor’s, 55 Water Street, New York, New York 10041
and Fitch, One State Street Plaza, New York, New York 10004. Generally, a rating agency bases its rating on the
information and materials furnished to it and on investigations, studies and assumptions of its own. There is no
assurance that a rating will apply for any given period of time, or that the rating will not be revised downward or
withdrawn if, in the judgment of the agency providing such rating, circumstances so warrant. Neither the
Commission nor the Bank undertakes any responsibility to maintain any rating or to oppose any revision or
withdrawal of a rating. A downward revision or withdrawal of a rating may have an adverse effect on the
marketability or market price of the Issue 36B Bonds.

Each of Moody’s, Standard & Poor’s and Fitch (collectively, the “Rating Agencies™) has released
statements on the potential effects of downturns in the market for structured finance instruments, including
collateralized debt obligations and residential mortgage backed securities, on the claims-paying ability of the bond
insurance companies,. In various releases, the Rating Agencies have each outlined the processes that they intend to
follow in evaluating the effect of this risk on their respective ratings of financial guarantors. For some financial
guarantors, the result of such evaluations could be a ratings affirmation, a change in rating outlook, a review for
downgrade, or a downgrade. Potential investors are directed to the Rating Agencies for additional information on
their respective evaluations of the financial guaranty industry and individual financial guarantors.

UNDERWRITING

The Issue 36B Bonds are being purchased through negotiation by Banc of Securities LLC (the
“Underwriter”) at a purchase price of $39,856,324.70 (which represents the aggregate principal amount of the Issue
36B Bonds, less an aggregate Underwriter’s discount in the amount of $93,675.30). The purchase contract pursuant
to which the Underwriter is purchasing the Issue 36B Bonds provides that the Underwriter will purchase all of the
Issue 36B Bonds if any are purchased. Under the terms of the purchase contract, the obligation of the Underwriter
to make the purchase is subject to certain terms and conditions set forth in the purchase contract.

TAX MATTERS

In the opinion of Orrick, Herrington & Sutcliffe LLP and Ronald E. Lee, Esq. (“Co-Bond Counsel”), based
upon an analysis of existing laws, regulations, rulings and court decisions, and assuming, among other matters, the
accuracy of certain representations with respect to tax matters and compliance with certain covenants, interest on the
Issue 36B Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal
Revenue Code of 1986 (the “Code”) and is exempt from State of California personal income taxes, except that no
opinion is expressed as to the status of interest on any Issue 36B Bond for any period that such Issue 36B Bond is
held by a “substantial user” of the facilities financed by the Issue 36B Bonds or by a “related person” within the
meaning of Section 147(a) of the Code. Co-Bond Counsel observe, however, that interest on the Issue 36B Bonds is
a specific preference item for purposes of the federal individual and corporate alternative minimum taxes. Co-Bond
Counsel expect to deliver separate opinions at the time of issuance of the Issue 36B Bonds substantially in the form
set forth in APPENDIX H hereto, subject to the matters discussed below.

Issue 36B Bonds purchased, whether at original issuance or otherwise, for an amount higher than their
principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will be treated
as having amortizable bond premium. No deduction is allowable for the amortizable bond premium in the case of
bonds, like the Premium Bonds, the interest on which is excluded from gross income for federal income tax
purposes. However, the amount of tax-exempt interest received, and a Beneficial Owner’s basis in a Premium
Bond, will be reduced by the amount of amortizable bond premium properly allocable to such Beneficial Owner.
Beneficial Owners of Premium Bonds should consult their own tax advisors with respect to the proper treatment of
amortizable bond premium in their particular circumstances.
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The Code imposes various restrictions, conditions and requirements relating to the exclusion from gross
income for federal income tax purposes of interest on obligations such as the Issue 36B Bonds. The Commission
has made certain representations and covenanted to comply with certain restrictions, conditions and requirements
designed to ensure that interest on the Issue 36B Bonds will not be included in federal gross income. Inaccuracy of
these representations or failure to comply with these covenants may result in interest on the Issue 36B Bonds being
included in gross income for federal income tax purposes, possibly from the date of original issuance of the Issue
36B Bonds. The opinion of each Co-Bond Counsel assumes the accuracy of these representations and compliance
with these covenants. Co-Bond Counsel have not undertaken to determine (or to inform any person) whether any
actions taken (or not taken), or events occurring (or not occurring), or any other matters coming to Co-Bond
Counsel’s attention after the date of issuance of the Issue 36B Bonds may adversely affect the value of, or the tax
status of interest on, the Issue 36B Bonds. Accordingly, the opinions of Co-Bond Counsel are not intended to, and
may not be relied upon in connection with any such actions, events or matters.

Although Co-Bond Counsel are of the opinion that interest on the Issue 36B Bonds is excluded from gross
income for federal income tax purposes and is exempt from State of California personal income taxes, the ownership
or disposition of, or the accrual or receipt of interest on, the Issue 36B Bonds may otherwise affect a Beneficial
Owner’s federal, state or local tax liability. The nature and extent of these other tax consequences depends upon the
particular tax status of the Beneficial Owner or the Beneficial Owner’s other items of income or deduction. Co-
Bond Counsel express no opinion regarding any such other tax consequences.

Future legislative proposals, if enacted into law, or clarification of the Code or court decisions may cause
interest on the Issue 36B Bonds to be subject, directly or indirectly, to federal income taxation, or to be subject to or
exempted from State income taxation, or otherwise prevent Beneficial Owners from realizing the full current benefit
of the tax status of such interest. As one example, on November 5, 2007, the United States Supreme Court heard an
appeal from a Kentucky State Court which ruled that the United States Constitution prohibited the state from
providing a tax exemption for interest on bonds issued by the state and its political subdivisions but taxing interest
on obligations issued by other states and political subdivisions. The introduction or enactment of any such future
legislative proposals or clarification of the Code or court decisions may also affect the market price for, or
marketability of, the Issue 36B Bonds. Prospective purchasers of the Issue 36B Bonds should consult their own tax
advisers regarding any pending or proposed federal tax legislation, as to which Co-Bond Counsel express no
opinion.

The opinion of each Co-Bond Counsel is based on current legal authority, covers certain matters not
directly addressed by such authorities, and represents such Co-Bond Counsel’s judgment as to the proper treatment
of the Issue 36B Bonds for federal income tax purposes. It is not binding on the Internal Revenue Service (“IRS”)
or the courts. Furthermore, Co-Bond Counsel cannot give and have not given any opinion or assurance about the
future activities of the Commission or about the effect of future changes in the Code, the applicable regulations, the
interpretation thereof or the enforcement thereof by the IRS. The Commission has covenanted, however, to comply
with the requirements of the Code.

Co-Bond Counsel’s engagement with respect to the Issue 36B Bonds ends with the issuance of the Issue
36B Bonds, and, unless separately engaged, Co-Bond Counsel are not obligated to defend the Commission or the
Beneficial Owners regarding the tax-exempt status of the Issue 36B Bonds in the event of an audit examination by
the IRS. Under current procedures, parties other than the Commission and their appointed counsel, including the
Beneficial Owners, would have little, if any, right to participate in the audit examination process. Moreover, because
achieving judicial review in connection with an audit examination of tax-exempt bonds is difficult, obtaining an
independent review of IRS positions with which the Commission legitimately disagrees, may not be practicable.
Any action of the IRS, including but not limited to selection of the Issue 36B Bonds for audit, or the course or result
of such audit, or an audit of bonds presenting similar tax issues may affect the market price for or the marketability
of, the Issue 36B Bonds, and may cause the Commission or the Beneficial Owners to incur significant expense.
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APPROVAL OF LEGAL PROCEEDINGS

Certain legal matters incident to the authorization, issuance and sale of the Issue 36B Bonds are subject to
the approval of Orrick, Herrington & Sutcliffe LLP and Ronald E. Lee, Esq., Co-Bond Counsel. Certain legal
matters will be passed upon for the Commission by the City Attorney and by Lofton & Jennings, Disclosure
Counsel, for the Underwriter b y Hawkins Delafield & Wood LLP, Underwriter’s Counsel and for the Bank by
Chapman and Cutler LLP, Chicago, Illinois. Co-Bond Counsel expect to deliver separate opinions at the time of
issuance of the Issue 36B Bonds substantially in the form set forth in APPENDIX H subject to the matters discussed
under “TAX MATTERS.”

Co-Bond Counsel are not passing upon and undertake no responsibility for the accuracy, completeness or
fairness of the information contained in this Official Statement.

PROFESSIONALS INVOLVED IN THE OFFERING

The Commission has retained Public Financial Management, Inc., Backstrom McCarley Berry & Co., LLC,
Robert Kuo Consulting, LLC and Castleton Partners, LLC to serve as Co-Financial Advisors with respect to the
Issue 36B Bonds. The Airport Consultant receives compensation from the Commission which is not contingent
upon the sale and delivery of the Issue 36B Bonds.

The Co-Financial Advisors, Co-Bond Counsel, Disclosure Counsel and Underwriter’s Counsel will receive
compensation with respect to the Issue 36B Bonds which is contingent upon the sale and delivery of the Issue 36B
Bonds.

FINANCIAL STATEMENTS

The audited financial statements of the Commission for Fiscal Year 2006-07 and Fiscal Year 2005-06,
prepared in accordance with Governmental Accounting Standards Board guidelines, are included as APPENDIX B
attached hereto. The financial statements referred to in the preceding sentence have been audited by KPMG LLP,
independent certified accountants, whose report with respect thereto also appears in APPENDIX B. The 1991 Master
Resolution requires the Commission to have its financial statements audited annually by independent certified public
accountants with knowledge and experience in the field of governmental accounting and auditing, and it is the
policy of the City to select the independent auditor periodically through a competitive selection process. KPMG
LLP was selected for a four-year contract pursuant to a regular request for proposals process conducted by the City.
The audited financial statements prepared by the Commission each Fiscal Year are required to be provided to the
Trustee within 120 days after the end of each such year in accordance with the 1991 Master Resolution.

CONTINUING DISCLOSURE

The Commission has covenanted for the benefit of the Holders and Beneficial Owners (as defined in the
Continuing Disclosure Certificate) of the Issue 36B Bonds to provide certain financial information and operating
data relating to the Commission (the “Annual Disclosure Report”) by not later than 210 days following the end of
each Fiscal Year, commencing with the report for Fiscal Year 2007-08, and to provide notices of certain enumerated
events, if material. The Annual Disclosure Report will be filed by the Commission with each Nationally
Recognized Municipal Securities Information Repository and the State Repository, if any. The notices of material
events will be filed by the Commission with the Municipal Securities Rulemaking Board and the State Repository,
(if any). The specific nature of the information to be contained in the Annual Disclosure Report or the notices of
material events is summarized in APPENDIX F—“SUMMARY OF CERTAIN PROVISIONS OF THE CONTINUING
DISCLOSURE CERTIFICATE.” These covenants have been made in order to assist the underwriter of the Issue 36B
Bonds in complying with SEC Rule 15¢2-12(b)(5). The Commission has never failed to comply in any material
respect with any previous undertakings in accordance with said Rule to provide Annual Disclosure Reports or
notices of material events.
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MISCELLANEOUS
This Official Statement has been duly authorized, executed and delivered by the Commission.

The summaries and descriptions of provisions of the 1991 Master Resolution, the Continuing Disclosure
Certificate, the Trust Agreement, the Reimbursement Agreement, the Letter of Credit, the Interest Rate Swap
Agreements, the Settlement Agreement, the Lease Agreements, the Remarketing Agreement, the purchase contract
pursuant to which the Underwriter is purchasing the Issue 36B Bonds, and all references to other materials not
purporting to be quoted in full are qualified in their entirety by reference to the complete provisions of the
documents and other materials summarized or described. Copies of such documents may be obtained from the
Trustee or, during the offering period, from the Underwriter. The Appendices are integral parts of this Official
Statement and must be read together with all other parts of this Official Statement.

So far as any statements made in this Official Statement involve matters of opinion, forecasts or estimates,
whether or not expressly stated, they are set forth as such and not as representations of fact.

AIRPORT COMMISSION OF THE CITY AND
COUNTY OF SAN FRANCISCO

By:__/s/ John L. Martin
Airport Director
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APPENDIX A
LETTER AND REPORT OF THE AIRPORT CONSULTANT

The Report of the Airport Consultant is dated January 23, 2008 (the “January 23 Report”), speaks as of
that date, was based on information available as of that date and included herein as APPENDIX A. No attempt has
been made by the Airport Consultant to update the January 23 Report or any information or projections contained
therein. The January 23 Report should be read in its entirety for an explanation of the assumptions and forecasts

used therein.
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JACOBS

CONSULTANCY

659 Van Meter Street, Suite 500
Cincinnati, Ohio 45202 U.S.A.
1.513.321.6080 Fax: 1.513.321.6125

formerly John F. Brown Company Apl'll 30, 2008

Mr. Larry Mazzola, President
Airport Commission of the

City and County of San Francisco
San Francisco International Airport

Dear Mr. Mazzola:

The attached Report of the Airport Consultant, dated January 23, 2008 (the January 23
Report), was prepared in connection with the issuance by the Airport Commission of
the City and County of San Francisco (the Commission) of its San Francisco
International Airport Second Series Revenue Refunding Bonds, Issue 34. We are
delivering this letter in connection with the planned issuance of the San Francisco
International Airport Second Series Revenue Refunding Bonds, Issues 36 and 37.

We advise you that the January 23 Report spoke only as of its date, and was based on
information available to us as of that date from the Commission and others. While in
our capacity as Airport Consultant to the Commission we have had access to certain
information from the Commission subsequent to the date of the January 23 Report, the
information to which we have had access and our limited review of it has not been and
is not sufficient for us to determine whether or to what extent the information and
projections in the January 23 Report remain accurate and complete as of the date of this
letter. With your consent and approval, we have not made any attempt to update the
January 23 Report or any of the information or projections contained in it, and make no
representation as to the continued accuracy or completeness of the January 23 Report.

We understand that you intend to reprint the January 23 Report as part of the issuance
of the Issue 36 Bonds and the Issue 37 Bonds. We consent with the proviso that this
letter accompanies all reprints of the January 23 Report. We are pleased to have had the
opportunity to be of service to the Commission in connection with its financings.

Sincerely,

Jacobs Consultancy

Over
60 vears of service
Aviation Management Consulting to airporis
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APPENDIX A

REPORT OF THE AIRPORT CONSULTANT
in connection with the proposed issuance of
SAN FRANCISCO INTERNATIONAL AIRPORT

SECOND SERIES REVENUE REFUNDING BONDS ISSUE 34

Prepared for
AIRPORT COMMISSION

CITY AND COUNTY OF SAN FRANCISCO

Prepared by

JACOBS CONSULTANCY
(formerly John F. Brown Company, Inc.)

Cincinnati, Ohio

January 23, 2008
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JACOBS

CONSULTANCY

659 Van Meter Street, Suite 500
Cincinnati, Ohio 45202 U.S.A.
1.513.321.6080 Fax: 1.513.321.6125

formerly John F. Brown Company January 23, 2008

Mr. Larry Mazzola, President

San Francisco Airport Commission
City and County of San Francisco
San Francisco International Airport
San Francisco, California 94128

Re: Report of the Airport Consultant
San Francisco International Airport Second Series Revenue Refunding Bonds, Issue 34

Dear Mr. Mazzola:

We are pleased to submit this Report of the Airport Consultant (the Report). The Report is the
product of our study of the ability of the Airport Commission of the City and County of San Francisco
(the Commission) to meet the prospective earnings test for issuing additional revenue bonds pursuant to
Section 2.11(a) the 1991 Master Resolution.

BACKGROUND

San Francisco International Airport (the Airport) is owned and operated as a financially self-
sufficient enterprise of the City and County of San Francisco (the City) by the Commission. The Airport
is located south of downtown San Francisco on San Francisco Bay in San Mateo County.

The Report was prepared in connection with the planned issuance by the Commission of San
Francisco International Airport Second Series Revenue Refunding Bonds, Issue 34 (the Issue 34 Bonds).
The Commission intends to issue the Issue 34 Bonds in three groups on three different days during
February and March 2008 with issuance of the first group (i.e., the Issue 34A/B/C Bonds in the aggregate
principal amount of approximately $169.5 million) planned for February 1, 2008. Proceeds from the Issue
34 Bonds are to be used to (1) refund certain Outstanding Bonds and (2) provide money for other uses
such as to pay issuance costs.

The Issue 34 Bonds are being issued under the terms and conditions of Resolution No. 91-0210
adopted by the Commission on December 3, 1991, as supplemented and amended by other resolutions
(collectively, the 1991 Master Resolution), authorizing the issuance of San Francisco International
Airport Second Series Revenue Bonds (the Bonds). Capitalized terms not otherwise defined herein shall
have the meaning given in the 1991 Master Resolution. The Bonds are secured by an irrevocable pledge
of the Net Revenues of the Commission. The Commission has covenanted in the 1991 Master Resolution
not to issue any Bonds with a pledge of or a lien on Net Revenues senior to that of the Bonds.

The Report presents the forecast of Revenues, Operation and Maintenance Expenses, and Net

Revenues taking into account the Issue 34 Bonds and Bonds outstanding under the 1991 Master
Resolution that are not refunded by the Issue 34 Bonds. The Report does not take into account any future

Over
60 vears of service
Aviation Management Consulting to airporis
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CONSULTANCY
Mr. Larry Mazzola, President
January 23, 2008

indebtedness that the Commission might incur to refund other Bonds outstanding or to finance future
capital projects.

Net Revenues means Revenues less all Operation and Maintenance Expenses. Revenues do not
include revenues derived from a passenger facility charge (PFC) unless designated as such by the
Commission. Since FY2003, when the Commission was first authorized to apply PFCs to pay debt
service, the Commission has designated a portion of PFCs as Revenues for the purpose of paying a
portion of its Annual Debt Service. The Commission expects to continue to designate PFCs as Revenues
during the forecast period. The Commission expects to pay Operation and Maintenance Expenses from
Revenues.

The Commission has covenanted in Section 6.04(a) of the 1991 Master Resolution (the Rate
Covenant) that it shall establish and at all times maintain rates, rentals, charges and fees for the use of the
Airport and for services rendered by the Commission so that:

1. Net Revenues in each fiscal year will be at least sufficient (a) to make all required debt service
payments and deposits in such fiscal year with respect to the Bonds, any Subordinate Bonds and
any general obligation bonds issued by the City for the benefit of the Airport, and (b) to make all
payments required to be made to the City; and

2. Net Revenues, together with any Transfer from the Contingency Account to the Revenues
Account, in each Fiscal Year will be at least equal to 125 percent of aggregate Annual Debt
Service with respect to the Bonds for such fiscal year.

A Transfer is defined as the sum of (a) the amount deposited on the last Business Day of any
fiscal year from the Contingency Account into the Revenues Account, plus (b) any amounts withdrawn
from the Contingency Account during such fiscal year for the certain specified purposes, less (c) any
amounts deposited in the Contingency Account from Revenues during such fiscal year.

The Commission may not issue the Issue 34 Bonds under Section 2.11(a) of the 1991 Master
Resolution unless the Trustee has been provided with a certificate of the Airport Consultant stating,
among other things, that the Commission is expected to be able to produce Net Revenues, together with
any Transfer, at least sufficient to meet the requirements of the Rate Covenant in each fiscal year during
the required forecast period. For the purpose of the certificate the Transfer amount used for any given
fiscal year of the forecast period may not exceed 25 percent of Maximum Annual Debt Service as
calculated for such fiscal year. For the Issue 34 Bonds, the forecast period is the 5-year period beginning
FY2009 (the fiscal year ending June 30, 2009) to FY2013, inclusive.

AIRLINE AGREEMENTS

The Commission has entered into separate, but substantially similar, agreements with certain of
the airlines (the Signatory Airlines). Under these agreements, which will expire on June 30, 2011, the
Signatory Airlines have agreed to pay terminal rents and landing fees calculated under a residual rate
methodology so that Net Revenues will be sufficient to meet the requirements of the Rate Covenant.

The Commission began preliminary discussions with the airlines in 2007 concerning new
agreements. Though these discussions are in the initial stages, the Commission currently expects the new

Aviation Management Consulting
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agreements to include a rate methodology substantially similar to the existing residual rate methodology.
For the purpose of this Report, it was assumed that the Commission will continue to calculate terminal
rents and landing fees using the existing residual rate methodology and that the Signatory Airlines
collectively will pay all such rents and fees.

SCOPE OF REPORT

This Report was prepared to evaluate the ability of the Commission to meet the prospective
earnings test to issue the Issue 34 Bonds; that is to produce sufficient Net Revenues, together with any
Transfer, to meet the requirements of the Rate Covenant in each fiscal year of the forecast period taking
into account the (1) Issue 34 Bonds, (2) the Bonds outstanding under the 1991 Master Resolution that are
not refunded by the Issue 34 Bonds, and (3) the limitations on the amount of the Transfer in each fiscal
year. The Report does not consider any future indebtedness that the Commission might incur to refund
other Bonds outstanding or to finance future capital projects. In preparing the Report, we analyzed:

. Future airline traffic demand at the Airport, giving consideration to the demographic and
economic characteristics of the region, historical trends in airline traffic, the role of the Airport as
a major domestic and international hub for United Airlines, recent airline service developments
and airfare levels, and other key factors that may affect future traffic.

. Historical and estimated future PFC receipts and the designation of certain PFC receipts as
Revenues and their use to pay Annual Debt Service.

. Historical relationships among Revenues, Operation and Maintenance Expenses, and airline
traffic at the Airport.

. Audited financial results for the Airport, the Commission’s FY2008 budget of Revenues and
Operation and Maintenance Expenses, and a multi-year financial projection prepared by the
Commission in late 2007.

. The Commission’s policies and contractual agreements relating to the use and occupancy of
Airport facilities, including the calculation of airline rentals, fees, and charges under the airline
agreements; the operation of concession privileges; and the leasing of buildings and grounds.

We also identified the key factors upon which the future financial results of the Airport may
depend and formulated assumptions about the factors. On the basis of those assumptions, we assembled
the financial forecasts presented in the exhibits at the end of the Report and also summarized below
following the discussion of the passenger forecast.

Section I of the Report provides a general background pertaining to the operation of the Airport.
Section II describes the economic base for air transportation. Section II was prepared by Bay Area
Economics, a real estate economics firm headquartered in the Bay Area. Section III outlines the
assumptions supporting the traffic forecasts. Section IV describes the legal and contractual framework
governing the Commission’s financial operations. Section V describes key assumptions underlying the
financial forecast, which is presented in the financial Exhibits.
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ENPLANED PASSENGER FORECAST

The Airport ranked 14" in 2006 among U.S. airports in terms of passengers and 13" in terms of
air cargo tonnage, according to Airports Council International-North America. SFO is the largest of the
three Bay Area airports, accounting for 57 percent of total Bay Area passengers and 43 percent of total
domestic origin-destination (O&D) passengers in FY2007. United Airlines operates a major domestic hub
and international gateway at SFO. A diverse group of airlines provides passenger service at the Airport
including, in FY2007, 20 U.S. airlines and 23 foreign-flag airlines.

From FY1991 to FY2001, enplaned passengers at SFO increased 2.3 percent per year on average, from
15.4 to 19.4 million enplanements. Passenger growth was driven more by increases in international traffic
(7.8 percent per year) than in domestic traffic (1.3 percent per year). After the events of September 11,
2001, passenger traffic in the U.S. fell farther and faster than at any time in the history of the airline
industry. Total enplanements at SFO fell 20 percent in FY2002 and a further 6 percent in FY2003. A
severe decline in international passengers in the second quarter of 2003 was primarily due to the SARS
outbreak, and to a lesser extent, the war in Iraq.

Traffic at SFO began to recover in FY2004, with enplaned passengers averaging gains of 3.8
percent per year through FY2007. International traffic led enplanement growth over the period (up 6.6
percent per year, on average), more than double the rate of domestic traffic growth (2.9 percent).

It is assumed that the significant infusion of low-cost capacity into the Bay Area market, resulting
from the introduction of service by Southwest, Virgin America, and JetBlue at SFO, will be the dominant
factor affecting the growth of passenger traffic at the Airport, particularly in the near term. This will
likely stimulate new passenger traffic and will also lead to some recapture of traffic previously lost to
airports in Oakland (OAK) and San Jose (SJC).

The forecast calls for 22.4 million total enplanements at SFO in FY2013. As shown in the
following table, traffic is expected to grow 9.1 percent in FY2008, 6.4 percent in FY2009, 3.9 percent in
FY2010, and then 3.1 percent per year, on average, in the years FY2011 through FY2013. Domestic
enplanements at the Airport are forecast to approach their previous (FY1998) peak level in FY2013, while
international traffic already set record highs in both FY2006 and FY2007. It was assumed that the
forecast increase in passenger enplanements could be accommodated, if necessary, by the existing
terminal capacity.
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Enplaned Passenger Forecast
San Francisco International Airport
(Fiscal Years: 12 months ended June 30, passengers in thousands)

Historical Forecast
2005 2006 2007 2008 2009 2010 2011 2012 2013
Total Enplanements 16,249 16,490 16,954 18,500 19,675 20,450 21,200 21,850 22,400
Annual % Change 5.5% 1.5% 2.8% 9.1% 6.4% 3.9% 3.7% 3.1% 2.5%
Domestic
Originating 9,014 9,008 9,235 10,431 11,311 11,774 12,227 12,575 12,823
Connecting 3,305 3,336 3,374 3,419 3.439 3.476 3,523 3,575 3,627
Total Domestic 12,320 12,343 12,609 13,850 14,750 15,250 15,750 16,150 16,450
Annual % Change 5.2% 0.2% 2.2% 9.8% 6.5% 3.4% 3.3% 2.5% 1.9%
International
Originating 2,860 3,063 3,176 3,403 3,648 3,875 4,088 4,291 4,501
Connecting 1,069 1,084 1,169 1,247 1,277 1,325 1,362 1,409 1,449
Total International 3,929 4,147 4,345 4,650 4,925 5,200 5,450 5,700 5,950
Annual % Change 6.5% 5.5% 4.8% 7.0% 5.9% 5.6% 4.8% 4.6% 4.4%

Sources: For historical traffic: San Francisco Airport Commission; DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and 298C T-1.
For forecast traffic: Jacobs Consultancy
Note: Originating data includes both passengers beginning their journeys at the Airport and visitors to the Bay Area making the return leg of their journeys.

FINANCIAL FORECAST

This Report, including Exhibits 1.0 through 6.0, which are an integral part of the Report, presents
the analysis and presents the forecast of Revenues and Operation and Maintenance Expenses for the
forecast period.

The Commission received authorizations from the FAA for imposing a $4.50 Passenger Facility
Charges at the Airport and then using the receipts for the payment of certain project-related debt service.
PFC receipts classed as Revenues by the Commission pursuant to the 1991 Master Resolution over the
period FY2003 through FY2007 are shown on Exhibit 2.0. The Commission intends to continue to use
PFC receipts classed as Revenues to pay debt service in the future. The forecast reflects the amounts the
Commission projects it will use over the forecast period. Without such use of PFC receipts, airline
charges per enplaned passenger would be approximately $3 higher each fiscal year during the forecast
period.
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Financial Measures
San Francisco International Airport
(fiscal years ending June 30; amounts in thousands except rates)

FY2003 FY2004 FY2005 FY2006 FY2007A FY2008F FY2013
Determination of Residual Airline Charges
Debt Service $278,784 $290,142 $283,319 $273,805 $272,634 $269,502 $304,427
Operation and Maintenance Expenses 240,927 231,797 244,390 255,793 285,370 299,369 362,607
Annual Service Payment, Equipment, etc. 18,159 20,905 21410 _23.644 29.436 30,142 36.072
Revenue Requirement 537,870 542,843 549,119 553,242 587,440 599,013 703,106
Less: Concession Revenues 112,158 121,071 131,183 143,051 155,653 161,929 187,213
Other Non-airline Revenues 124,934 144,864 166,085 197,875 189,998 191,171 221,694
Residual Airline Charges $300,778 $276,908 $251,851 $212,316 $241,789 $245913 $294,199
Enplaned Passengers 14,615 15,396 16,249 16,490 16,954 18,500 22,400
Airlines Charges per Enplaned Passenger $20.58  $17.99  $15.50  $12.88  $1426  $13.29 $13.13
Landing Fee Rate (per 1,000 1bs.) $3.99 $3.93 $3.21 $3.21 $3.34 $3.01 N/A
Average Terminal Rental Rate (Sq. Ft.) $99.28 $97.88  $89.66  $90.16  $94.61  $91.60 N/A
Sources: Commission Records and John F. Brown Company, Inc.

Notes: A — Actual, F — Forecast.

Based upon the analysis set forth in our Report, we conclude that the Commission can be
expected to produce in each fiscal year of the required forecast period Net Revenues which, together with
the estimated Transfer expected to be made by the Commission in each such fiscal year (with such
Transfer being no greater than 25 percent of Maximum Annual Debt Service for such fiscal year), will be
sufficient to meet the requirements of Section 2.11(a) of the 1991 Master Resolution and so permit the
Commission to issue the Issue 34 Bonds.

ASSUMPTIONS UNDERLYING THE FINANCIAL FORECASTS

The accompanying financial forecasts are based on information and assumptions prepared for,
and consistent with, the Report’s intended purpose. The assumptions were either provided by, or reviewed
with and agreed to by, Airport management. Accordingly, the forecasts reflect appropriate assumptions
about management’s expected course of action during the forecast period and in management’s judgment,
present fairly the expected financial results of the Airport consistent with those assumptions.

The key factors and assumptions that are significant to the forecasts are set forth in the Report.

The Report should be read in its entirety for an understanding of the forecasts and the underlying
assumptions.

Aviation Management Consulting



JACOBS

CONSULTANCY
Mr. Larry Mazzola, President
January 23, 2008

In our opinion, the assumptions underlying the forecasts provide a reasonable basis for the
forecasts. However, any financial forecast is subject to uncertainties. Inevitably, some assumptions used
to develop the forecasts will not be realized, and unanticipated events and circumstances may occur.
Therefore, we cannot provide any form of assurance that the forecasts will be achieved. There are likely
to be differences between the forecast and actual results, and those differences may be material. Neither
Jacobs Consultancy nor any person acting on our behalf makes any warranty, express or implied, with
respect to the information, assumptions, forecasts, opinions, or conclusions disclosed in the Report. We
have no responsibility to update this Report for events and circumstances occurring after the date of the
Report.

As the John F. Brown Company, Inc, we served as Airport Consultant on previous airport
revenue bond issues of the Commission. As Jacobs Consultancy, we are pleased to have had the
opportunity again to be of service to the Commission.

Respectfully submitted,

v JACOBS CONSULTANCY *
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Figure 1
Map of San Francisco International Airport
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. BACKGROUND
A. ORGANIZATION AND MANAGEMENT

San Francisco International Airport is owned and operated as a financially self-sufficient
enterprise of the City and County of San Francisco (the City) by the Airport Commission of the
City and County of San Francisco (the Commission). San Francisco International Airport,
together with all improvements thereto and all other airports that may be placed under the control
of the Commission, is referred to herein as the Airport or as SFO. The Commission was created
in June 1970 pursuant to an amendment to the San Francisco Charter (the Charter). The
Commission succeeded to all the powers and duties in the management and control of the Airport
previously vested in the Public Utilities Commission.

Under the Charter, the Commission has charge of the “construction, use and control of all
property, as well as the real, personal and financial assets which are under the Commission’s
jurisdiction.” The Charter further provides that “[s]ubject to the approval, amendment or rejection
of the Board [of Supervisors of the City and County of San Francisco] of each issue, the
Commission shall have exclusive authority to plan and issue revenue bonds for airport-related
purposes.”

The Commission is governed by five members who are appointed for four-year terms by
the Mayor, but are subject to removal from office only in the same manner as elected officials
during their term. The Charter provides that the Board of Supervisors may reject any appointment
to the Commission by a two-thirds vote. Under the Charter, the Airport Director is appointed by
the Mayor from candidates submitted by the Commission. The Airport Director is empowered to
appoint or remove senior management staff (i.e., the Chief of Staff, the Chief Operating Officer,
and the Deputy Airport Directors). The Airport Director and the senior management staff
positions are exempt from civil service requirements. The City Attorney serves as the legal
advisor to the Commission.

B. EXISTING FACILITIES

The Airport is located 14 miles south of downtown San Francisco on San Francisco Bay
in San Mateo County. It occupies approximately 2,383 acres on a 5,171-acre site; the remaining
2,788 acres are undeveloped tidelands.

TERMINAL FACILITIES

The domestic passenger terminal complex consists of approximately 2.6 million square
feet of space divided among three terminals in a five-pier configuration. The terminals are located
around two-thirds of the outer perimeter of the access roadway that encircles the central parking
garage. Terminal 1 serves Boarding Areas B and C; Terminal 2 serves Boarding Area D, which is
closed pending refurbishment; and Terminal 3 serves Boarding Areas E and F.

The International Terminal Complex (the ITC) straddles the main entry roadway and

consists of 2.5 million square feet divided between the terminal and two piers, Boarding Areas A
and G.
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Table 1.1
Facilities Profile
San Francisco International Airport
(as of December 1, 2007)

Facility Measure
Runways: ILS Category Feet
28R-10L I 11,870
28L-10R I 10,600
1R-19L I 8,900
1L-19R No ILS Approach 7,000
Gate Positions by Boarding Area: Gates
A (International Terminal) 12
B 17
C 9
D' 0
E 9
F 22
G (International Terminal) 12
Total 81
Wide-body Capability (all terminals) 46
Exclusive-use (in Terminals 1 and 3) 46
Automobile Parking: Spaces
Public:
Domestic Parking Garage 4,675
Garage “A” 1,575
Garage “G” 1,405
Lot DD — Garage 3,112
Lot DD — Surface Expansion 1,093
Total 11,860
Commission and Tenant Employee:
Domestic Parking Garage 730
LotD 3,500
Northside Surface Lot 1,600
West Field Garage 1,722
Total 7,552
TOTAL PARKING SPACES 19,412
Source: San Francisco Airport Commission.
Note: 1. Boarding Area “D” is closed. It will be renovated and reopened when needed and is expected to have 14

gates at that time.
CONSOLIDATED RENTAL CAR FACILITY

The Commission opened a consolidated rental car facility at the Airport on December 30,
1998. The facility is a five-level structure containing approximately 1.5 million square feet,
approximately 3,800 parking spaces, a quick turnaround area, rental car operator staging area,
fueling and cleaning facilities, ticket counter space, administrative offices, and an AirTrain
station at the fourth level of the building.
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AIRTRAIN SYSTEM

Operation of the AirTrain System began in March 2003. The nine-station AirTrain
operates 24 hours a day with service as often as every four minutes using two lines (Red and
Blue). Both lines connect to all terminals, garages, and the Bay Area Rapid Transit (BART)
station, while the Blue line also connects to the consolidated rental car facility. Three of the five
AirTrain stations in the terminal complex are located atop the Domestic Parking Garage
(formerly the Central Garage) across from Boarding Areas B, D, and F. These stations are
accessed from their terminals via pedestrian “skybridges” over the loop road.! The other two
stations in the terminal complex are located at the throats of Boarding Areas A and G of the ITC.
The station at Boarding Area G is adjacent to the BART station.

GROUND ACCESS

The Airport is located on the east side of the Bayshore Freeway (U.S. 101) between
Millbrae Avenue on the south and Interstate 380 (I-380) on the north. The Bayshore Freeway is a
major north-south artery that traverses the San Francisco Peninsula, providing direct access to the
Airport. Direct access onto the Airport from U.S. 101 is provided by four interchanges: Millbrae
Avenue, Terminal Access Road, San Bruno Avenue, and North Access Road.

Additional freeway access is available via [-380; located north of the Airport, it connects
with the North Access Road and the Terminal Access Road. 1-380 is an east-west freeway that
serves as a connector between the Bayshore Freeway and [-280, the other major north-south
freeway serving the Peninsula. In addition, four arterial streets provide access to the Airport: Old
Bayshore Highway, Millbrae Avenue, San Bruno Avenue, and South Airport Boulevard.

BART EXTENSION TO SFO

The San Francisco Bay Area Rapid Transit District extended its existing system to the
Airport with operations beginning on June 22, 2003. BART is a 103-mile automated rapid transit
system serving Alameda, Contra Costa, and San Francisco counties as well as northern San
Mateo County. In total, there are 43 BART stations located along six lines. The BART-SFO
extension was a $1.4 billon project that added service to the Airport as well as three stations in
the nearby cities of South San Francisco, San Bruno, and Millbrae. The Millbrae BART station is
intermodal and provides a direct link to the Caltrain commuter rail line via a shared, cross-
platform connection.

AIRCRAFT MAINTENANCE FACILITIES

United Airline’s Maintenance Operation Center at the Airport is one of the world’s
largest private aircraft maintenance facilities. As stated by United, the “Maintenance Operation
Center at San Francisco International Airport occupies 130 acres of land, 2.9 million square feet
of floor space, and 9 aircraft hangar bays.”? Under an option provision, the term of the lease for
this facility was extended to June 30, 2013.

1. The skybridge to Boarding Area D is not open for use, however as discussed earlier, Boarding Area D is currently
closed.
2. Annual Form 10-K Report of UAL Corporation for the fiscal year ended December 31, 2006.
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In 1995, the Commission acquired the “Superbay” hangar from American Airlines. The
Superbay hangar is a facility of approximately 290,000 square foot located on a 52-acre site. The
Commission leases space in the facility to United and American Airlines. Several other airlines
operate facilities at the Airport for routine line maintenance on aircraft. These other facilities
provide approximately 500,000 additional square feet.

C. CAPITAL PROGRAM

The Commission maintains capital plans for budgeting and planning purposes. These
plans generally include capital projects that are currently underway, as well as capital
improvements that have not yet been undertaken. The capital plans are periodically updated and
approved by the Commission based upon available funding sources, anticipated capital needs,
airline feedback, and project priority. New projects have been added from time to time, and in
some cases projects have been removed.

Following review and comment by the airlines, the Commission will consider a proposed
Five-Year Capital Plan covering the period FY2009 through FY2013. The updated plan includes,
among other projects, the remodel of Terminal 2, which will provide an additional 14 domestic
gates, at an estimated cost of $383 million. The funding sources for these remaining projects may
include future operating funds, grants, a portion of Passenger Facility Charges allocated to capital
projects and the proceeds of future revenue bonds. The effects of implementing and financing the
possible projects in this draft Five-Year Capital Plan are not incorporated into the analysis
discussed in Section V.

D. OTHER BAY AREA AIRPORTS

The Bay Area is also served by Oakland International Airport (OAK) and Norman Y.
Mineta San Jose International Airport (SJC).

OAK, located ten miles south of downtown Oakland, consists of approximately 2,500
acres of land. The southern portion of OAK (known as the South Airport) serves commercial
aviation and includes a single 10,000-foot runway along with two terminals totaling 483,000
square feet containing 29 gates. The North Airport primarily serves corporate and general
aviation activity, although it does have a 6,200-foot runway capable of handling some
commercial airliners.

SJC, located two miles north of downtown San Jose, consists of 1,050 acres of land. The
airport provides two parallel runways in excess of 10,000 feet for commercial operations, a
244,000-square-foot passenger terminal with 16 gates (Terminal A), and a 160,000-square-foot
terminal with 15 gates (Terminal C). It serves general aviation operations with a 4,600-foot
runway.

Both airports have undertaken major capital improvement programs to renovate their
facilities.

A-5



Il. ECONOMIC BASE FOR AIR TRANSPORTATION

This section profiles the economy of the San Francisco Bay Area including current
conditions and trends. In particular, the following discussion focuses on economic factors that
will affect future demand for air passenger and freight services at SFO.

A. OVERVIEW

The San Francisco Bay Area (Bay Area) has made a steady and solid recovery from the
last recession which lasted eight months nationally in 2001 but started earlier and lasted longer in
the Bay Area. The Bay Area has recovered 90,000 of the 345,000 jobs it lost between 2000 and
2004. The services, construction, finance, and tourism sectors saw the largest increases in
employment. The Bay Area’s unemployment rate has also improved from its cyclic high of 6.9
percent in 2003, falling to 4.8 percent by the end of August 2007.

Employment forecasts prepared by the Association of Bay Area Governments (ABAG)
anticipate steady job growth in the Bay Area for the foreseeable future—approximately 1.8
percent annually between 2007 and 2012. The news is similarly favorable in terms of income
growth. Per capita and per household income in the Bay Area are expected to remain significantly
higher than the average for California and the U.S. as a whole. Population growth is forecasted at
0.8 percent annually between 2007 and 2015, and lags the forecasted growth rate for
employment. The higher employment growth rate is due in part to spillover of population growth
to areas just outside the Bay Area, most notably in San Joaquin County.

While total employment in the Bay Area is still below peak levels, the stage is being set
for continued economic vitality. The Bay Area remains the world’s leader in software,
semiconductors, information technology, biosciences, nanotechnology, telecommunications, and,
more recently, green or clean-technology industries. The U.S. Department of Commerce, Bureau
of Economic Analysis reports that the Bay Area generates $407 billion in gross regional product,
roughly comparable in scale to the national economy of Sweden, Turkey, Belgium, or
Switzerland. When developments in promising technology sectors generate new inventions and
commercial products, they tend to trigger new rounds of economic growth in the Bay Area.
Innovation in the Bay Area is also supported by significant investment by both the private and
public sectors. Collectively, Bay Area universities, federal labs, and private companies spend
over $47 billion annually on research and development.

The long-term economic health of the Bay Area and its potential demand for air travel
services is also sustained by regional demographics and by its competitive advantage as both a
business and leisure destination. The Bay Area, with seven million residents, is ranked as the fifth
largest metropolitan area in the United States. The Bay Area is one of the wealthiest regions in
the United States with median household incomes approaching 50 percent above the national
median. A demographic overview of the Bay Area’s affluent population, with cultural and
linguistic ties to nations around the world, demonstrates why the Bay Area has the potential to
generate a high level of both domestic and international air travel. Similarly, the Bay Area’s
unique attractions and outstanding quality of life make San Francisco a top domestic and
international air travel destination. Ongoing growth may be challenged, however, by certain
infrastructure issues, namely, the shortage of affordable housing and worsening highway traffic
conditions.
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The Bay Area’s role as an international import and export hub is also increasing in
importance. The Bay Area is a major center for international air shipments of imports and
exports, serving as a major gateway to and from Asia. California exports have recovered since the
last recession with significant expansion of exports to China and South Korea leading the way.
Equally important, the trend toward outsourcing manufacturing and other operations overseas—
particularly to Asia and Mexico—will continue to drive up imports into the U.S.

Overall, the Bay Area’s large market size, diversified economic base, skilled and
productive labor force, and ability to attract international and venture capital investment give the
Bay Area strong fundamentals for sustained long-term growth. Based on these fundamentals, we
believe that the Bay Area's economic performance will continue to support growth in demand for
air passenger and cargo service.

B. DEFINITION OF AIR TRADE AREA

For the purposes of this section, the San Francisco Bay Area refers to the San Jose-San
Francisco-Oakland CSA (Combined Statistical Area), except as otherwise noted. The 11-county
San Francisco Bay Area is comprised of six MSAs (Metropolitan Statistical Areas): Napa MSA
(Napa County); San Francisco-Oakland-Fremont MSA (San Francisco, Marin, San Mateo,
Alameda and Contra Costa counties); San Jose-Sunnyvale-Santa Clara MSA (Santa Clara and
San Benito counties); Santa Cruz-Watsonville MSA (Santa Cruz County); Santa Rosa-Petaluma
MSA (Sonoma County); and Vallejo-Fairfield MSA (Solano County). Refer to the map in Figure
2.

SFO is located approximately 14 miles south of downtown San Francisco and is adjacent
to Highway 101, a major north/south highway running the entire length of California. In addition
to its central location and good freeway access, SFO has benefited from enhanced mass transit
access, including the Bay Area Rapid Transit (BART) system connection to the terminal
complex.

The Bay Area is served by three passenger service airports—SFO, Oakland International
(OAK) and San Jose International (SJC).Traditionally, OAK and SJC have provided primarily
short- and medium-haul domestic service, while SFO has dominated long-haul service and is the
Bay Area’s international hub. Each airport primarily draws passengers from its closest
surrounding area for short- and medium-haul service. SFO captures demand from the entire Bay
Area for international service and longer domestic trips. However, over the past few years,
airlines at OAK and SJC have increased the number of long-haul domestic flights in response to
changes in market demand and the influence of low-cost carriers in the marketplace.

OAK and SJC have also benefited from population growth that is occurring at the
suburban edge locations, more proximate to those airports. Over the years, the population center
of the Bay Area has shifted south and east and is now located near Castro Valley, an
unincorporated part of Alameda County that is located due east of the Hayward/San Mateo
Bridge. Refer to the map in Figure 3.
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Figure 2
The San Francisco Bay Area
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Figure 3
Bay Area Weighted Center of Population
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C. DEMOGRAPHIC PROFILE

The Bay Area is well known for the diversity of its population. Moreover, the Bay Area’s
cultural richness enhances its high quality of life—attracting both new residents and tourists.
With high levels of educational attainment, high per capita and household incomes, and high
levels of immigration, the Bay Area offers an expanding population base with a relatively high
propensity to travel by air.

POPULATION GROWTH

Population growth is a key factor influencing demand for air travel. In 2007, the Bay
Area had a population of well over seven million people (see Table II.1). Population growth
estimates prepared by Woods & Poole Economics for the period 2007 to 2020, indicate continued
growth of 0.8 percent per year, on average, which will lag state growth and that of the U.S. as a
whole (both 1.0 percent annually). After 2020, Bay Area population growth is estimated to
increase slightly to 0.9 percent per year. This forecast translates to approximately 485,000 new
Bay Area residents between 2007 and 2015, and an additional one million residents by 2030. We
believe that these new residents will generate additional demand for air service at SFO.

Table 11.1

Population Trends
(2007-2030, in thousands)

2007 2015 2020
San Francisco Bay Area 7,305 7,790 8,117
California 36,938 40,122 42,222
United States 303,096 327,310 343,360
Average Annual Compound Growth 2007-2015 2015-2020
San Francisco Bay Area 0.8% 0.8%
California 1.0% 1.0%
United States 1.0% 1.0%

Sources: 2007 Data Pamphlets for the United States, California, and the San Jose-San Francisco-
Oakland, CA. Combined Statistical Area, Woods & Poole Economics.

AGE DISTRIBUTION

Past research has indicated that participation rates for business and leisure air travel vary
by age group. According to the Air Transport Association’s 1998 Air Travel Survey (latest data
available), respondents between the ages of 35 and 54 accounted for just under 30 percent of the
U.S. population but 53 percent of reported air trips. The 35-to-54 age bracket accounted for an
even greater proportion of business travel; 61 percent of all reported business air trips were taken
by respondents in this age cohort. The proportion of the Bay Area’s population in the 35-to-54
age bracket is 31.2 percent compared to 28.7 percent for the state and 28.8 percent for the United
States, suggesting that the Bay Area’s population has a somewhat higher propensity to travel by
air, particularly for business travel (see Table 11.2).
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Table 1.2
Age Distribution

(2007)

San Francisco Bay Area California United States
Total Population 7,304,011 37,075,982 301,045,522
By Age Group:
Under 35 45.7% 50.6% 47.8%
35-54 31.2 28.7 28.8
55+ 23.1 207 234
Total 100.0% 100.0% 100.0%
Median Age 37.9 34.6 36.6
Source: Claritas, Inc.
Note: Population estimates vary slightly from prior table due to differing methodologies used by each data provider.

ETHNICITY AND IMMIGRATION

The Bay Area has a diverse population that gives it an important competitive advantage
over other economic regions in the United States and also contributes to demand for air travel. A
culturally and ethnically diverse population promotes ongoing business, family, and cultural ties
that generate travel to and from homeland countries. Moreover, surveys of visitors to San
Francisco indicate that the Bay Area’s ethnic and cultural diversity has become a significant
tourist attraction in itself, by virtue of the Bay Area’s many ethnic restaurants, cultural events,
museums, and other institutions. As shown in Table I1.3, there are differences between the ethnic
composition of the Bay Area and that of California and the U.S. overall. In the 2000 Census, for
example, the Bay Area’s Asian and Hispanic populations were particularly prominent when
compared with the nation overall.

Table 1.3
Population by Race
(2000)
San Francisco Bay Area California  United States

Total Population 7,092,596 33,871,648 281,421,906
Race

White 58.8% 59.5% 75.1%

Black or African American 7.2 6.7 12.3

Asian 18.3 10.9 3.6

Other Race 10.7 18.1 6.5

More than One Race 49 4.7 24
Total 100.0% 100.0% 100.0%
Persons of Hispanic Origin 19.9% 32.4% 12.5%
Source:  U.S. Census 2000.
Note: Percentages may not add to totals because of rounding.
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Immigrants contribute significantly to the Bay Area’s economic vitality. Between 1995
and 2005, 52.4 percent of all engineering and technology startup firms in Silicon (traditionally
defined as extending from southern Alameda County, through Santa Clara County, and into San
Mateo County northward to Foster City) had at least one immigrant as a key founding member.
The prominence of entrepreneurs from India, China, and Taiwan is also growing both nationally
and in the Bay Area. Immigrants from these three countries alone founded more than one quarter
of all startup businesses in Silicon Valley between 1999 and 2005. Entrepreneurs from Canada
and the United Kingdom are also prominent in California, though at much lower rates than their
Asian counterparts.3

During past periods of tight labor conditions, Silicon Valley industry was a prime
advocate for the expansion of H1-B visas, which permit skilled foreigners to enter the United
States to work in technical and specialized positions that cannot be filled from the local labor
force. At present, many high-technology firms in the Bay Area are utilizing L1-B# visas to train
foreign workers in the United States for jobs in their country of origin—primarily India and
China—as a strategy to strengthen their competitive position by locating manufacturing and
customer service facilities abroad. Overall, the group of foreign-born entrepreneurs and foreign
skilled workers is an example of the increasing globalization of entrepreneurship and production.

Through the two-way process that some call “brain-circulation,” the Bay Area high-
technology community benefits over the long term through the establishment of strong links to
emerging technology centers in India and China. These links translate into business travel.
Roughly one-third of immigrant professionals surveyed in 2002 traveled to their home countries
at least once per year for business. Ten percent of immigrant entrepreneurs from China and India
living in the Bay Area, as well as nearly 25 percent of those from Taiwan, reported traveling to
their home countries twice per year or more for business.> With India’s gross domestic product
projected to grow at 8 percent or more annually, and China’s at 10 percent or more, numerous
business opportunities will arise for Bay Area businesses with strong ties there.®

Over the past decade, the Bay Area and the rest of California experienced high levels of
immigration. Between 1997 and 2006, approximately 518,000 immigrants declared the San
Francisco area as their intended place of residence (this figure excludes certain Bay Area
communities. See Table I1.4). This represented more than 23 percent of total immigration to
California during that period, and 5.7 percent of immigration nationwide.

3. America’s New Immigrant Entrepreneurs, Vivek Wadhwa and Annalee Saxenian, et. al., Duke University School of
Engineering & University of California, Berkeley School of Information, Jan. 2007.

4. An L1-B visa permits a U.S. firm employee who works outside the U.S. and who is not U.S. citizens to enter the
U.S. to work for his or her U.S. employer as an employee with specialized knowledge.

5. Local and Global Networks of Immigrant Professionals in Silicon Valley, Anna Lee Saxenian et al., Public Policy
Institute, 2002.

6. World Economic Outlook Database, October 2007. International Monetary Fund.
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Table 11.4
Immigrants Admitted to the U.S.

by Place of Intended Residence
(1997-2006)

Area Total 1997-2006
San Francisco Area* 518,095
California 2,247,587
United States 9,105,162
San Francisco Area

as % of California 23.1%

as % of United States 5.7%

Sources: U.S. Department of Justice, Immigration and Naturalization Service;
2006 Yearbook of Immigration Statistics, Office of Immigration,
Dept. of Homeland Security.

Note: *Immigration data for place of intended residence is not available for

all 11 counties in the Bay Area. This total excludes Napa, Solano,
Sonoma, and Santa Cruz Counties.

EDUCATION

Bay Area residents tend to have attained higher levels of education relative to the state
and nation. In 2000, more than 44 percent of Bay Area residents over the age of 25 had post-
secondary degrees, compared to 34 percent in California and 31 percent in the U.S. overall (see
Table I1.5). With its well-educated labor force, the Bay Area is an attractive location for business
start-ups. Many of these ventures mature into major companies, as partly reflected in the large
number of Fortune 500 corporations headquartered in the Bay Area. The Bay Area’s high level of
educational attainment is a key driver of its high labor force productivity and high household
incomes.

Table 1.5
Educational Attainment
(2000)
San Francisco United
Bay Area California States
Population 25 years and over 4,795,589 21,298,900 182,211,639
No High School Diploma 16.1% 23.2% 19.6%
High School Graduate (incl. equivalency) 17.7 20.1 28.6
Some College, No Degree 21.9 22.9 21.0
Post-Secondary Degree 44.3 33.7 30.7
Associate’s Degree 7.2 7.1 6.3
Bachelor’s Degree 23.1 17.1 15.5
Master’s Degree or Doctorate _14.0 9.5 8.9
Total 100.0% 100.0% 100.0%
Source: U.S. Bureau of the Census.



The Bay Area is home to numerous public and private institutions of higher education.
These institutions include world-renowned universities, such as Stanford and the University of
California, Berkeley; outstanding medical research institutions, such as the University of
California, San Francisco, Stanford University School of Medicine, and the University of
California, Davis; and four of the 23 campuses in the California State University system. The 13
universities in the Bay Area together enroll approximately 176,000 students. In addition, more
than 27 liberal arts colleges, community colleges, and independent professional schools enroll
another 68,000 students. The presence of these institutions of higher learning contributes to the
Bay Area’s high levels of educational attainment and generates air travel demand through
academic meetings and conferences, visiting professorships, study-abroad programs, and
individual student and faculty travel.

PER CAPITA AND HOUSEHOLD INCOME

Ranked on several key measures of income and wealth, the Bay Area is one of the most
prosperous metropolitan areas in the United States. High incomes correlate closely with demand
for both domestic and international air travel.

Per capita income in the Bay Area is substantially higher than for California and the U.S.
The 2007 estimated per capita income in the Bay Area is 34 percent higher than for the state and
38 percent higher than for the nation (see Table I1.6). While household income forecasts for the
Bay Area are comparable to state and national forecasts, per capita income growth is forecasted to

lag.

Table 11.6
Income Trends
(2007-2012)

San Francisco Bay Area California United States
Per Capita Income:
2007 estimate $35,065 $26,250 $25,495
2012 forecast $38,240 $28,827 $28,234
AAG 2007-2012 1.7% 1.9% 2.1%
Median Household Income:
2007 estimate $71,980 $55,837 $49,280
2012 forecast $78.516 $61,131 $54,110
AAG 2007-2012 1.8% 1.8% 1.9%
Source: Claritas, Inc.
Note: AAG = Average annual compound growth.

Household incomes in the Bay Area are also among the highest in both California and the
nation. The 2007 estimated median household income for the Bay Area is 29 percent higher than
for California and 46 percent higher than for the United States. Table I1.7 further illustrates the
relative affluence of Bay Area households compared with California and the nation; just over one
third of Bay Area households report incomes over $100,000 compared to just 18 percent
nationally.



Table 1.7
Income Distribution

(2007)
San Francisco Bay Area California United States
Household Income:
$0 - $49,999 34.2% 45.2% 50.7%
$50,000 - $99,000 32.0% 31.1% 31.3%
$100,000 or more 33.8% 23.7% 18.0%
Total 100.0% 100.0% 100.0%

Source: Claritas, Inc.

The ACNielsen Company defines and studies income and spending characteristics in
market areas that serve regional print and broadcast media. According to research published
through its Claritas division, the 2007 San Francisco media market area ranks highest in the
nation in median effective buying income (see Table I1.8).

Table 1.8
Top 10 U.S. Media Market Areas for Household Buying Income
(2007)
Rank  Market Area Median Effective Buying Income
1 San Francisco $56,929
2 Washington, D.C. $56,038
3 Anchorage, Alaska $52,368
4 Juneau, Alaska $50,218
5 Boston, Massachusetts $49,418
6 Monterey, California $49,145
7 Fairbanks, Alaska $48,640
8 Hartford, Connecticut $47,882
9 Baltimore, MD $47,862
10 San Diego, CA $47,368
Source: Claritas/ACNielsen Co., 2007.
Note: Effective Buying Income is disposable personal income available after taxes to purchase goods and services.

ACNielsen defines the San Francisco Designated Market Area (DMA) for broadcast media as the following
counties: San Francisco, San Mateo, Alameda, Contra Costa, Marin, Santa Cruz, Napa, Sonoma, Lake, and
Mendocino.

D. ECONOMIC BASE

The Bay Area economy is one of the most dynamic and innovative in the world. Its high
level of economic production yielded more than $407 billion in gross regional product in 2005,
roughly comparable in scale to the national economy of Sweden, Turkey, Belgium, or
Switzerland.” According to the nonprofit organization Joint Venture: Silicon Valley Network, in
2006 Silicon Valley’s labor productivity of slightly more than $120,000 in value-added-per-
employee (the aggregate labor wages and corporate profits earned) eclipsed the $95,000 figure for

7. Regional Economic Accounts, U.S. Department of Commerce, Bureau of Economic Analysis; World Economic
Outlook Database, October 2007. International Monetary Fund.
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the nation as a whole. In addition, this measure of economic strength has been increasing in
Silicon Valley at twice the national rate over the past several years.8

The Bay Area has significant competitive advantages in its highly-educated labor force,
extensive research and development facilities, and high quality of life. These advantages have
contributed significantly to the Bay Area becoming a leading center of knowledge-based
industries such as information technology, high-technology, biosciences, green or clean
(alternative energy) technology, telecommunications, Web 2.0 (social networking and user-
defined Internet content), and e-commerce). The Bay Area, with its strategic location as a
gateway to the Pacific Rim, also benefits from its major role in international trade. As a result of
the Bay Area's dynamic economy, its role as one of the world’s leading centers of technology
development, and its resilient tourism and convention market, we believe that the region will
continue to support growth in demand for air passenger and freight service.

MAJOR RESEARCH FACILITIES

The Bay Area benefits from a research and development infrastructure that boasts 17
world-class research institutions and hundreds of companies with major commitments to
information technology, bioscience, nanotechnology, and alternative energy research and
development (see Table I1.9). This concentration of public and private research and development
institutions is a key factor in maintaining the Bay Area's leadership as a center for technological
innovation. The total aggregate spending on research and development by public and private
organizations was estimated to exceed $48.5 billion annually.” The proximity of Bay Area
research facilities to each other and to private industry attracts highly-skilled labor, which
typically migrates to research and administrative positions in federal or industry laboratories,
enters private companies, or starts new technology-based firms.

8. 2007 Index of Silicon Valley, Joint Venture: Silicon Valley Network.

9. Based upon a 2007 survey by Bay Area Economics of R&D spending by 17 public and academic research
institutions ($11.3 billion), and $37.2 billion of R&D spending by 417 companies headquartered in the San Francisco
Bay Area as reported in 2005 by Standard and Poor’s Compustat database.
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Table 1.9
Major Research Facilities
San Francisco Bay Area

Institution

Bay Area Location

California Institute for Regenerative Medicine
Ernest Orlando Lawrence Berkeley National Laboratory
Hoover Institution, Stanford University

Joint BioEnergy Institute

Lawrence Livermore National Laboratory
NASA Ames Research Center

Lick Observatory, University of California
Sandia National Laboratory, California

San Jose State University

Santa Clara University

Stanford Linear Accelerator Center

SRI International

Stanford University

U.S. Geological Survey

University of California, Berkeley

University of California, Santa Cruz
University of California, San Francisco

San Francisco
Berkeley

Palo Alto
Emeryville
Livermore
Mountain View
San Jose/Santa Cruz
Livermore

San Jose

Santa Clara
Palo Alto
Menlo Park
Palo Alto
Menlo Park
Berkeley

Santa Cruz

San Francisco

Source: Bay Area Economic Forum; NASA Ames Research Center.

VENTURE CAPITAL INVESTMENT

As the principal funding source that provides start-up capital to new business enterprises,
the level of venture capital activity can be viewed as a barometer of innovation. The Bay Area is
both a center for venture capital companies and the nation’s leading recipient of venture capital
dollars, with approximately $108 billion in venture capital investments between 1996 and 2006.
Bay Area venture capital investment totaled $9.5 billion in 2006 and it reached $4.9 billion in the
first two quarters of 2007 (see Figure 4). The Bay Area received one-third of all venture capital
funding in the United States during the first two quarters of 2007. This proportion has remained
roughly constant over the past decade.

During the first two quarters of 2007, Bay Area companies raised more than twice as
much as companies located in New England, more than four times as much as companies in the
San Diego area, five times as much as those in the New York Metro region or the Los
Angeles/Orange County region, and more than seven times as much as all companies in Texas
(see Figure 5). Access to venture capital is widely cited by economists and economic
development policy-makers as a key component of economic growth in the information
technology, bioscience, green or clean technology, and nanotechnology sectors.



Figure 4
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Figure 5
Comparison of Venture Capital Investment by Region
(Q1-Q2 2007; $ millions)
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FORTUNE 500 COMPANY HEADQUARTERS

Large, mature, and robust companies are also important to the health of regional
economies. Only two metropolitan areas in the United States—New York and Chicago—are
home to a larger number of headquarters of Fortune 500 firms than the Bay Area (see Table
11.10). The Bay Area’s 27 Fortune 500 companies have a total of more than $712 billion in annual
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revenue and employed approximately 147,000 Bay Area residents. Fifteen of the 27 Fortune 500
companies in the Bay Area are in the fields of information technology, computers, and
electronics, reflecting the area’s knowledge-based economy. The remaining dozen companies
represent the diversity of the Bay Area's economy in the spheres of energy, healthcare, banking
and finance, retail, and chemicals.

These large firms serve as an economic catalyst for the Bay Area when they initiate new
in-house business ventures and when former employees create spin-off companies. The Bay
Area’s Fortune 500 companies, taken together, operate an estimated 605 offices and facilities
overseas.10 The reliance of these companies and their international suppliers, customers, and
partners on face-to-face meetings and conferences, together with just-in-time inventory practices,
makes this large base of Fortune 500 companies a significant source of demand for air passenger
and cargo services.

Table 11.10
Fortune 500 Companies Located in the Bay Area
Estimated Annual
Fortune Area Bay Area Revenue
500 Rank Company HQ Location Employment ($ million)
San Francisco Bay Area 147,766 $721,081
San Francisco-Oakland MSA 68,106 $452,245
4 ChevronTexaco San Ramon 6,399 $200,567
15 McKesson HBOC San Francisco 1,500 $88,050
41 Wells Fargo & Co. San Francisco 13,794 $47,979
56 Safeway Pleasanton 13,370 $40,185
144 Gap San Francisco 6,925 $15,943
167 Oracle Redwood City 9,092 $14,380
196 Pacific Gas & Electric San Francisco 8,330 $12,359
360 Synnex Fremont 2,000 $6,344
389 Charles Schwab San Francisco 4,005 $5,880
415 Ross Stores Pleasanton 1,800 $5,570
443 Longs Drug Stores Walnut Creek 4,150 $5,097
445 Franklin Resources San Mateo 1,340 $5,051
475 Clorox Oakland 1,800 $4,660
San Jose MSA 79,660 $259,836
14 Hewlett-Packard Palo Alto 8,280 $91,658
62 Intel Santa Clara 5,700 $35,382
77 Cisco Systems San Jose 16,500 $22,484
121 Apple Computer Cupertino 4,000 $19,315
187 Sun Microsystems Santa Clara 3,500 $13,068
230 Sanmina-SCI San Jose 2,100 $10,955
241 Google Mountain View 9,500 $10,605
243 Solectron Milpitas 6,000 $10,561
274 Applied Materials Santa Clara 4,156 $9,167
344 Calpine San Jose 250 $6,706
357 Yahoo Sunnyvale 11,000 $6,426
383 eBay San Jose 2,200 $5,970
387 Agilent Technologies Palo Alto 4,174 $5,891
407 Advanced Micro Devices Sunnyvale 2,300 $5,649

Sources:  Fortune Magazine, April 2007, 2007 Book of Lists, San Francisco Business Times,; 2007 Book of Lists, Silicon Valley/San
Jose Business Journal; Bay Area Economics.

10. American Firms Operating in Foreign Countries, Uniworld Business Publications, 2004.
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QUALITY OF LIFE

The Bay Area offers a high quality of life, which is important to attract and retain highly-
skilled labor and executive talent. In fact, quality of life is considered a major factor behind the
Bay Area’s economic success and expected economic recovery.

The Bay Area’s quality of life is appealing in a variety of ways. Places Rated Almanac
has rated the Bay Area consistently among top regions of the country for climate and the quality
of arts and cultural offerings. Cultural institutions include the world-renowned Asian Art
Museum, de Young Museum, California Palace of the Legion of Honor, and the San Francisco
Museum of Modern Art. San Francisco is one of only a handful of cities in the world with
internationally-recognized resident companies in all the major performing arts: the San Francisco
Opera, San Francisco Ballet, San Francisco Symphony, and American Conservatory Theater. The
Bay Area also has the highest concentration of restaurants of any major metropolitan area in the
U.S. (62.9 restaurants per 10,000 households, according to Claritas, Inc., 2005) and is the
birthplace of “California Cuisine”—the highly influential culinary movement that originated in
Berkeley in the 1970s and early 1980s.

The Bay Area is located in an outstanding natural environment. With the San Francisco
Bay as the centerpiece landmark, the topography is further defined by Mt. Tamalpais (2,571 ft.)
to the north in Marin County, Mt. Diablo (3,849 ft.) to the east in Contra Costa County, and Mt.
Hamilton (4,213 ft.) to the south in Santa Clara County. “Wine Country” in Napa and Sonoma
Counties is approximately 50 miles north of San Francisco. The Bay Area is home to over 70
national and state parks, including Muir Woods National Monument and its ancient redwood
forests, and hundreds of regional and local parks. Internationally recognized scenic areas such as
Lake Tahoe and Yosemite National Park are within driving distance, as well. The Bay Area and
northern California have hundreds of miles of beautiful seacoast, ranging from the rugged
coastline north of San Francisco to the world-renowned big-wave surfing beaches of Half Moon
Bay south of San Francisco.

The Bay Area’s high quality of life attracts both permanent residents, who contribute to
the vitality of the economy and culture, and visitors, who are attracted by the Bay Area’s
outstanding natural and cultural attractions. The Harris Poll found San Francisco to be one of the
most favored places to live by Americans, ranking among the top four cities each year from 2001
to 2007.11

OVERALL EMPLOYMENT TRENDS

Over the 12 months ended August 2007, nonfarm payroll employment in the Bay Area
increased by 31,000. Despite this growth, the Bay Area’s unemployment rate actually increased
from 4.4 percent to 4.8 percent over this period due to substantial growth in the size of the
workforce (by nearly 50,000). From 2004 to 2006, the Bay Area recovered approximately 90,000
jobs of the 345,000 it lost during the local recession of 2000 to 2004. During the 2004 to 2006
period, employment rose in several industries including services, mining/construction, financial
activities, leisure and hospitality, government, and trade, transportation and utilities. However,
decreases in employment occurred in the information and manufacturing sectors.

11. U.S. Cities People Would Most Like to Live In Or Near To, The Harris Poll #89, September 10, 2007.

A-20



Unemployment. Unemployment rates serve as a proxy for a Region's current economic
health which, in turn, affects near-term demand for air travel and air cargo services. A
comparison of the Bay Area to California and the U.S. reveals how sharply the 2001 national
recession was felt in the Bay Area. During the period of economic expansion in the late 1990s,
the Bay Area experienced low unemployment rates relative to the nation, falling to just over three
percent in 1999. At the trough of recent local 2000 to 2004 recession, the Bay Area's
unemployment more than doubled to just under 7 percent and was significantly higher that the
U.S. unemployment rate. The economic recovery from 2004 to present has driven the Bay Area's
unemployment rate back below 5 percent, comparable to the current national unemployment rate
and below the state average.

Figure 6
Annual Unemployment Rates
(1997 — August 2007)
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Source: State of California Employment Development Department, Labor Market Information Division; U.S.
Department of Commerce, Bureau of Labor Statistics.
Note: Unemployment rates presented in this table are not seasonally adjusted.
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Table 11.11
Annual Unemployment Rates

(1997 to August 2007)
August
Area 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
San Francisco Bay
Area 41% 37% 32% 3.5% 4.6% 67% 69% 58% 50% 43% 4.8%
California 6.4 6.0 53 5.0 5.4 6.7 6.8 6.2 5.4 5.4 5.4
United States 4.9 4.5 4.2 4.0 4.7 5.8 6.0 5.5 5.1 4.6 4.6

Sources:  State of California Employment Development Department, Labor Market Information Division; U.S. Department of Commerce, Bureau of
Labor Statistics.
Note: Unemployment rates presented in this table are not seasonally adjusted.

Employment by Industry. While the distribution of employment by industry in the Bay
Area is generally similar to California, there are significant differences in the composition of
employment in the Bay Area compared to the U.S. overall.

Data in Table II.12 show that services comprise the largest single employment sector for
the Bay Area, as well as for California and the U.S. In 2006, this sector accounted for 31.4
percent of total nonfarm employment in the Bay Area. Within the services sector are two key
growth industries for the Bay Area: (1) educational services; and (2) health care and social
assistance. During every year from 2000 to 2006, both of these sectors showed an increase in
employment. Bay Area employment in these two sectors increased by a total of 51,400 from 2000
to 2006. As life science and information technology companies have increasingly moved
manufacturing operations out of the Bay Area and off-shore, both established and new Bay Area
companies are increasingly focusing on high-value, knowledge-based R&D and product
development activities (discussed further in sub-section entitled “Worldwide Leadership in
Knowledge-based Industries”). As a result, the importance of the Services industry sector in the
Bay Area seems likely to increase.
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Table 11.12
Non-Farm Employment by Major Industry Category

(2006)
San Francisco United

Major Industry Category Bay Area California States
Total Non-Farm Employment 3,378,200 15,072,800 136,174,000
Services 31.4% 28.9% 30.0%
Trade, Transportation and Utilities 17.5 19.1 19.3
Government 14.7 16.2 16.1
Manufacturing 10.7 10.0 10.4
Leisure and Hospitality 9.9 10.1 9.7
Financial Activities 6.4 6.2 6.1
Mining/Construction 6.1 6.4 6.1
Information 34 31 22
Total 100.0% 100.0% 100.0%

Sources: State of California Employment Development Department; U.S. Department of Commerce, Bureau of Labor

Statistics.
Notes:  Percentages may not sum to totals due to rounding.
Information sector is comprised of publishing, motion pictures, and telecommunications.

The second largest industry category - trade, transportation, and utilities - accounted for
17.5 percent of nonfarm employment in the Bay Area in 2006. Although the Bay Area
experienced an overall job loss in this sector during the economic recession, employment has
begun to rebound, and trade will remain an important sector for the Bay Area, as it reflects both
the strong purchasing power of the Bay Area consumer as well as the Bay Area’s increasing role
as an import and export hub (discussed further in sub-section entitled “International Trade and the
Global Economy™).

The government and manufacturing sectors made up 14.7 and 10.7 percent, respectively,
of Bay Area employment in 2006. Manufacturing remains a significant but slowly declining
source of employment in the Bay Area. The decline is especially evident in the computer and
electronics industry, which shed 74,500 manufacturing jobs from 2000 to 2004. Though losses
will be tempered by the Bay Area’s renewed economic vigor, the continued development of
precision manufacturing capabilities in low-cost labor markets overseas (particularly in India,
China, and Southeast Asia) will gradually erode the number of manufacturing and production
jobs in the Bay Area. However, this shift in production and assembly locations can hold positive
implications for air-based trade, as supply chains and consumer outlets expand globally (see
“International Trade and the Global Economy” section, below).

Employment Forecast. ABAG estimates that total employment (in all sectors —
including agriculture) in the nine-county area, which consists of the Bay Area CSA with Santa
Cruz County and San Benito County excluded, is expected to grow at an annual rate of 1.4
percent per year between 2005 and 2010 (see Table I1.13). This steady rate of growth indicates
that while the regional economy has recovered from cyclic lows, new job creation is not expected
to accelerate rapidly. Between 2010 and 2015, job growth in this nine-county area is projected to
increase 1.5 percent annually. Of the estimated 529,560 new jobs to be added to its economy
between 2005 and 2015, about 330,000 (62 percent) will be in services and retail trade.
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Table 11.13
ABAG Employment Forecasts by Industry
Nine-County Portion of Bay Area
(2005-2015)

Average Annual

Compound Growth
Sector 2005 2010 2015 2005-2010 2010-2015 2005-2015
Total Employment 3,449,640 3,693,920 3,979,200 1.4% 1.5% 1.4%
Services 1,557,280 1,684,680 1,832,720 1.6% 1.7% 1.6%
Professional & Managerial Services 502,270 542,280 592,800 1.5% 1.8% 1.7%
Health & Education Services 607,260 662,630 721,210 1.8% 1.7% 1.7%
Arts, Recreation, and Other Services 447,750 479,770 518,710 1.4% 1.6% 1.5%
Retail 367,680 392,400 422,880 1.3% 1.5% 1.4%
Manufacturing and Wholesale 544,980 566,070 599,120 0.8% 1.1% 1.0%
Government 134,510 141,440 149,980 1.0% 1.2% 1.1%
Financial & Leasing 277,890 298,880 321,000 1.5% 1.4% 1.5%
Transportation and Utilities 164,400 174,890 181,560 1.2% 0.8% 1.0%
Information 160,380 173,620 189,790 1.6% 1.8% 1.7%
Agriculture, Natural Resources, and Construction 242,520 261,940 282,150 1.6% 1.5% 1.5%
Source: Projections 2007. Association of Bay Area Governments.
Note: These data are for a nine-county area, which excludes Santa Cruz County and San Benito County.

WORLDWIDE LEADERSHIP IN KNOWLEDGE-BASED INDUSTRIES

The Bay Area is the world’s premier location for knowledge-based industries, including
the software, semiconductors, biotechnology, nanotechnology, clean technology,!? and
telecommunications sectors. Thirteen of the world’s top 100 information technology companies
are headquartered in the Bay Area, including industry giants such as Apple Computer, Google,
Hewlett Packard, Oracle, Adobe Systems, Cisco Systems, and Applied Materials.!3
Telecommunication enterprises such as Nortel Networks, JDS Uniphase, Cisco Systems Inc., and
Lucent Technologies employ thousands of Bay Area workers. In addition, the biotech industry
has grown in the Bay Area to account for an estimated 90,000 jobs and the Bay Area is home to
more than 900 biomedical companies, including the California Institute for Regenerative
Medicine in San Francisco, one of the largest concentrations of these companies in the world.!4
Over the next ten years, companies in both the bioscience and nanotechnology sectors are
expected to move from product development to commercialization by bringing new products to
market, which will drive growth in the Bay Area.!> A 2006 study published by the Business
Communications Company (Norwalk, CT.) estimates a global nanotechnology market of $10.5
billion, projected to grow to more than $25 billion by 2011. As the birthplace of Netscape,
Yahoo!, Google, eBay, and scores of other Internet companies, the Bay Area is the global center
for Internet-related businesses that include online retailing, search engines, encryption, telephony,
and online media.

Finally, the Bay Area has assumed a leadership role in the development of new “green”
or “clean” technologies focused on developing alternative energy sources as well as products to
monitor and lower energy consumption. The U.S. Department of Energy has awarded a $135

12. Clean technology is a new term referring to technologies related to (i) conservation of resources through enhanced
productivity and efficiency in manufacturing processes; (ii) development of alternative energy sources, including solar
and wind power as well as biomass energy; (iii) reduction in waste and pollution; and (iv) improvement in recycling of
materials and resources.

13. “The Information Technology 100”, BusinessWeek, July 2, 2007.

14. BayBio organization, October, 2007.

15. Taking Action for Tomorrow: Bay Area Life Sciences Strategic Action Plan, Bay Area Council and Bay Area
Bioscience Center; “Societal Implications of Nanoscience and Nanotechnology”, NSF Report, Kluwer Academic
Publishers, 2001.
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million grant to the Joint BioEnergy Institute in Emeryville and British Petroleum selected the
University of California, Berkeley to lead a ten-year $500 million research effort to develop new
sources of energy and reduce the impact of energy consumption on the environment. This funding
of basic research is also accompanied by significant venture capital investments in green industry
firms.

INTERNATIONAL TRADE AND THE GLOBAL ECONOMY

The Bay Area is one of the largest exporting regions in the United States and serves as a
major international trading gateway, particularly to Asian destinations. Leading exports from the
Bay Area are high-technology goods and services, including software, semiconductors,
semiconductor equipment, computer and peripherals, telecommunications equipment, medical
equipment, biotechnology products, and information technology business services.!®
Consequently, the economic health of the Bay Area is directly affected by economic conditions
outside the United States.

After a decline during the recession of 2001, export values from California have
exhibited positive growth from mid-2003 to the present (mid-2007). The value of California
exports increased by 6.0 percent over the past four quarters (between mid-2006 and mid-2007.
See Table I1.14). The increase in overall export trade volume was led by China, South Korea and
Canada, followed by Mexico, Japan, the United Kingdom, and Taiwan. The growth of exports by
value has been affected recently by the declining value of the U.S. Dollar in exchange with
foreign currencies. Approximately 29 percent of California’s exports ($37.4 billion) went to
Japan, China, South Korea, and Taiwan over the past year — much of this growth fueled by
shipments of integrated circuit boards, computers and peripherals, and telecommunications
equipment. Exports from California to North American Free Trade Agreement (NAFTA)
countries Canada and Mexico totaled $33.5 billion, or nearly 26 percent of the total.

China has become a major driver in California’s export performance. In 2002, China was
California’s sixth largest trading partner. By the second quarter of 2005, it had risen to number
four, and it continues to gain ground on the three leading countries. Over the last five years,
exports to China from California have grown by 122 percent. China’s economy over the next
decade is widely anticipated to be one of the fastest growing in the world. The 2008 Olympics in
Beijing will not only bring American and other tourists into the country, but also it will require
massive infrastructure investment and assistance from foreign companies with technical
expertise.

In the Americas, trade with the United States’ NAFTA partners, particularly Canada, has
increased significantly and Canada and Mexico will remain major trade partners with
California.l”7 Similarly, long-term prospects for growth in exports from California to Europe are
positive as European Union nations deregulate and restructure their economies and incorporate
once-isolated new member states in Eastern Europe into global trade networks.!8

16. International Trade and the Bay Area Economy: Regional Interests and Global Outlook 2003, Bay Area Economic
Forum, January 2003.

17. The NAFTA signatory countries are Canada, Mexico and the United States.

18. Member states of the European Union are: Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Denmark, Estonia
Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, the Netherlands,
Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden, and the United Kingdom.
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Table 11.14
Value of California Exports to Top Markets
($ billion, nations ranked by 2007 export value)

% Change
2002 2003 2004 2005 2006 2007  2002-2007

California World Exports $95.6 $90.8 $103.8 $112.9 $122.4 $129.7 35.7%

Top Export Markets

Mexico $159 $153 $158 $17.9  $18.8 $18.9 19.1%
Canada 10.2 10.7 11.6 12.7 13.6 14.6 43.2%
Japan 12.1 10.9 13.0 12.8 14.0 14.2 17.0%
China (Mainland) 4.6 4.7 6.7 7.0 9.0 10.2 122.5%
South Korea 4.7 4.8 5.2 6.4 6.5 7.4 58.3%
Taiwan 54 4.8 49 5.6 54 5.6 3.8%

United Kingdom 4.6 4.4 4.8 53 4.9 5.1 11.8%
All Other 38.1 352 41.8 45.2 50.3 53.6 40.7%

Source: ~ World Institute for Strategic Economic Research (WISER) at the University of Massachusetts; U.S. Census Bureau -
Foreign Trade Division.

Notes: Annual data are defined as four consecutive quarters ending in the 2nd quarter of the indicated year.
Columns may not add to totals because of rounding.

The economic fortunes of the Bay Area are increasingly tied to the global economy and
rely heavily on air passenger and cargo service to move people and goods. In 2006, total trade
activity (both imports and exports) between the San Francisco Customs District and the rest of the
world was valued at $111.1 billion (see Table I1.15). Many Bay Area businesses have expanded
their operations internationally and depend on offshore plants and third-party suppliers for raw
materials, manufacturing and assembly. According to the Directory of California Firms
Operating in Foreign Countries, companies that are headquartered in the Bay Area have
operations at an estimated 2,925 locations abroad.!® By expanding abroad, Bay Area companies
generate demand for both international air travel and air cargo services. Similarly, demand is
generated by the nearly 500 foreign-owned companies with operations and facilities in the Bay
Area.20

The proportion of foreign trade conveyed by air is significantly greater for the Bay Area
than for both California and the United States. In 2006, more than 60 percent of all trade (imports
and exports by value) through the San Francisco Customs District was carried by aircraft (see
Table I1.15). This is far greater than the proportion of trade by air for California (30.2 percent),
and more than double the national proportion (25.3 percent). The Bay Area’s reliance on
airfreight service is due to the high percentage of advanced technological goods and components
both produced and imported by area companies. Just-in-time business practices, global networks
of suppliers and manufacturers, and the important role of high-technology manufacturing in the
Bay Area suggest that companies will continue to rely on international air cargo service at SFO in
the future. Moreover, exports will increase as Bay Area companies continue to develop new
international markets for their goods and services.

19. Directory of California Firms Operating in Foreign Countries, Uniworld Business Publications, September 2005.
20. The Innovation Economy: Protecting the Talent Advantage, Bay Area Economic Forum, February 2006.
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Table I1.15
2006 Total Value of Trade by Air

($ billion)

Value of % of Total
Customs District Total Trade Trade by Air
United States $2,892.3 25.3%
California $491.3 30.2%
San Francisco $111.1 60.2%
Sources: WISER; U.S. Census Bureau - Foreign Trade Division.
Note: Data for California is an aggregation of the Los Angeles, San Diego, and San Francisco Customs Districts.

TOURISM

One highlight of the Bay Area's diverse economy is its ongoing status as a preferred
tourist destination. San Francisco continues to be a popular visitor destination for tourists and
business travelers from throughout the United States and around the world. Indeed, Condé Nast
Traveler magazine’s 2006 readers’ poll ranks San Francisco as the most popular travel
destination in North America (see Table 11.16). The magazine also announced recently that San
Francisco will top the list for 2007 when it is published in November; an honor the city has now
won in 17 of the past 18 years. Carmel, which is in Monterey County approximately 110 highway
miles to the south of San Francisco, is also consistently ranked among the top U.S. destinations.

Table 11.16
Readers’ Choice Poll
Top U.S. Cities
(2006)

Rank City

San Francisco, California
Santa Fe, New Mexico
New York, New York
Chicago, Illinois
Charleston, South Carolina
Carmel, California
Honolulu, Hawaii

Aspen, Colorado

Seattle, Washington

Sedona, Arizona
Source:  Conde Nast Traveler, November, 2006.

O O 0 0N N R W -

—

In 2007, Travel & Leisure magazine ranked San Francisco as number two (after New
York) among the “Best Cities in the U.S. and Canada.”?! From 1996 through 2000, San
Francisco was awarded first place for five years in a row as the “Best City in the U.S. and
Canada” on the “World’s Best Awards” list.

According to the San Francisco Convention and Visitors Bureau, San Francisco hosted
15.8 million visitors in 2006, and they spent an estimated $7.8 billion. Top tourist attractions in

21. Travel & Leisure, August, 2007.
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San Francisco include Fisherman’s Wharf, with over nine million visitors annually, and
Chinatown, the Golden Gate Bridge, and Union Square, each with between seven and eight
million visitors per year. Millions of these same visitors also travel to the nearby coastal region,
Napa Valley, and the Sierra Nevada Mountains.

Past air passenger surveys by SFO show that 36 percent of air travelers visiting San
Francisco make the journey for business reasons, five percent travel to San Francisco for a
convention or group meeting, 15 percent are visiting friends or relatives, and 39 percent are
vacation travelers.22 That San Francisco is an important business destination is reflected in the
high demand placed on the Bay Area’s convention facilities. San Francisco’s Moscone
Convention Center continues to play a significant role in drawing visitors to the city. Convention
and group meeting attendees accounted for more than 35 percent of hotel room-nights citywide in
2005 and 2006. The total direct spending by associations, exhibitors, and attendees using the
Moscone Convention Center in 2006 exceeded $2 billion. San Francisco’s Moscone Convention
Center continues to maximize its bookings at more than 90 percent of capacity over the next three
years, and has several groups booking as far into the future as 2024.23

Reflecting strong demand from both business and leisure travelers, hotel occupancy rates
in San Francisco have historically ranked among the highest of the top 30 hotel markets in the
U.S. After suffering a sharp downturn through the combination of the September 11, 2001
terrorist attacks and last recession, the Bay Area’s lodging industry has recovered dramatically.
The Bay Area’s annual average hotel occupancy rate in 2006 reached 76.4 percent, and through
the first seven months of 2007, the city boasted an even higher (77.4 percent) rate, with the
traditionally busiest season (August through October), yet to be counted.24

San Francisco is a top destination for overseas visitors to the U.S. In 2005, approximately
2.1 million travelers from abroad visited San Francisco (see Table 11.17). San Francisco ranked
third for overseas visitors, ahead of Miami, Orlando, Las Vegas, Washington, D.C., Chicago, and
Boston.

22. 2004 Air Passenger Survey, San Francisco International Airport, April 2004.
23. San Francisco Convention & Visitor Bureau, December 2004.
24. PKF Consulting, Hospitality Research Group.
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Table 11.17
Top U.S. Destination Cities for Overseas Travelers

(2005)
Number of Arrivals
Rank City (in millions)
1 New York 5.8
2 Los Angeles 2.6
3 San Francisco 2.1
4 Miami 2.1
5 Orlando 2.0
6 Honolulu 1.8
7 Las Vegas 1.8
8 Washington, D.C. 1.1
9 Chicago 1.1
10 Boston 0.8
Source: U.S. Department of Commerce, International Trade Administration, Office of Tourism
Industries.

In addition to the San Francisco Bay Area’s role as a tourist destination, the Bay Area’s
population is responsible for a significant level of expenditure for airline fares. On a per capita
basis, Bay Area residents spend 28 percent more than California residents and 62 percent more
than U.S. residents for leisure air travel, as shown by data in Table 11.18. In 2006, Bay Area
residents spent over $2 billion for leisure air travel (excluding expenditures for business travel).

Table 11.18
Annual Consumer Expenditure for Airline Fares
(2006)
Annual Consumer Expenditure Per Capita Consumer

Metropolitan Area for Airline Fares ($ million) Expenditure for Airline Fares
San Francisco Bay $2,032 $278

California $8,056 $218

United States $51,642 $172

Note: Estimated expenditures made by consumers for their personal use.

Purchases for business use are not included.
Source: Claritas, Inc; Bay Area Economics, 2007.
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LIMITATIONS TO GROWTH

While it is clear that the Bay Area's economic performance has been strong historically,
and that there is a positive outlook for the region's economy in the foreseeable future, recent
projections of job and population growth indicate growth rates at or slightly below rates projected
for California and U.S. Slowing growth rates are influenced by the following three factors and
have the potential to impede economic and population growth if they are not effectively
addressed:

" Shortage of skilled labor;
" Lack of affordable housing; and
" Traffic congestion.

These three potential constraints tend to act as a disincentive for new business ventures to
start-up in the Bay Area and an incentive to seek locations in competing regions such as the
Central Valley of California, the states of Oregon and Washington, and other parts of the United
States. Over the past decade strong growth in population has occurred in San Joaquin County, a
county just beyond the current 11-county definition of the Bay Area, focused in the communities
of Lodi, Manteca, Mountain House, Stockton, and Tracy. This growth is driven primarily by
housing prices which tend to be more affordable than housing within the Bay Area.

Local economic development advocacy organizations continue to focus on long-term
solutions. Groups such as the Bay Area Council, Bay Area Economic Forum, San Francisco
Committee for Jobs, Silicon Valley Leadership Group, Joint-Venture: Silicon Valley, and
Association of Bay Area Governments have initiated programs intended to:

" Improve primary and secondary education in Bay Area schools, with special

emphasis on math and science;

" Promote the development of affordable housing in the Bay Area, through higher
densities and government assistance programs; and

. Expand and improve transit options through (a) construction of car-pool lanes on
the region’s freeways and highways, and (b) expansion of public transit, through
projects such as the new Caltrain “baby” bullet train service, support of new
light-rail and Bay Area Rapid Transit services, and expanded San Francisco Bay
ferry service.

Bay Area leaders have organized to protect the region’s economic vitality and have made
aggressive efforts to engage residents to support their initiatives. We believe that these efforts to
protect the Bay Area’s strong competitive advantages in education, research and development,
and quality of life will be both ongoing and effective.
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E. ASSUMPTIONS RELATED TO TRAFFIC FORECAST

For purposes of the air passenger forecast included in Section III of this report, we made
the following assumptions about future economic conditions:

We assume that, for the forecast period, the U.S. economy will expand at a
moderate rate of growth and income will keep pace with monetary inflation.

We assume that periodic contractions of the domestic and international
economies will depress the willingness and ability to travel by air.

We assume that the economic and political environment will generally be
conducive to increased international air travel. Geographic location and
international character of the air trade area support commercial, institutional, and
interpersonal linkages with international cities throughout the Far East, Latin
America, and Europe. These factors support international origin-and-destination
traffic as well as international connecting traffic at the Airport.

We assume that the Bay Area will retain its relative appeal as a tourist
destination. Tourism, comprised of domestic and international segments that are
attracted to the Bay Area at different times of year, is a major factor in
diversifying the Airport’s travel market.

We assume that the general perception of the United States as a “relatively safe”
destination will continue, due to the efforts by the U.S. military against terrorism
threats and the increased security measures taken at airports, thus tending to
mitigate many “safety” concerns of potential foreign visitors.

World events such as natural disasters, industrial accidents, war, terrorism, and
civil disorder will occasionally depress both the willingness and ability to travel
by air, we assume that, to the extent such events occur during the forecast period,
they will have no material or lasting impact on the demand for air travel at SFO.
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lll. AIRPORT ACTIVITY

This section begins with an overview of activity at the Airport. The development of air
service and traffic at SFO is then discussed under five headings, namely, Passenger Base,
Passenger Trends, Airline Activity, Passenger Service Trends, and Inter-airport Competition. The
section concludes with the forecast of enplaned passengers at SFO through FY2013, and a
discussion of cargo and landed weight trends at the Airport.25

A. OVERVIEW

In FY2007, nearly 17 million passengers enplaned at SFO, as shown in Figure 7. While
this is 16 percent below the FY2000 peak that occurred prior to the abrupt downturn in passenger
traffic following the events of September 11, 2001, it represents a 16 percent increase from
FY2003, the year in which passenger traffic reached its nadir.

Figure 7
Enplaned Passenger Trends
San Francisco International Airport
(fiscal years ended June 30)

25 # m Domestic O International Ii Econormic
recession JetBlue

Shuttle by United initiat.ed
Economic launched Aftermath of service
recession 9/11 attacks

‘Shuttle by
United
terminated

Enplaned Passengers (in millions)

1991
2000
2001
2002
2003
2004
2005
2006
2007

Fiscal Years

Source: San Francisco Airport Commission.
Note: Virgin America and Southwest initiated service at the Airport in early FY2008.

The Airport ranked 14™ in 2006 among U.S. airports in terms of passengers and 13" in
terms of air cargo tonnage, according to Airports Council International-North America. A diverse
group of airlines provides passenger service at the Airport including, in FY2007, 20 U.S. airlines
and 23 foreign-flag airlines.26

25. Due to the timing of cutoffs for inclusion of data used by the Commission in annual financial reports, activity
amounts shown in those annual reports may differ from those shown in this report.

26. Includes airlines that provided either scheduled or non-scheduled service, but excludes airlines that enplaned fewer
than 300 passengers for the year.
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United Airlines operates a major domestic hub and international gateway at SFO, which,
in the 12 months ended April 30, 2007, ranked third within United’s system in terms of domestic
passengers (behind Chicago-O’Hare (ORD) and Denver (DEN)) and second in terms of
international passengers (behind ORD but ahead of Washington-Dulles (IAD) and Los Angeles
(LAX)).

From FY1991 to FY2001, enplaned passengers at SFO increased 2.3 percent per year on
average, from 15.4 to 19.4 million enplanements. Passenger growth was driven more by increases
in international traffic (7.8 percent per year) than in domestic traffic (1.3 percent per year).

After the events of September 11, 2001, passenger traffic in the U.S. fell farther and
faster than at any time in the history of the airline industry. Total enplanements at SFO fell 20
percent in FY2002 and a further 6 percent in FY2003. A severe decline in international
passengers in the second quarter of 2003 was primarily due to the SARS outbreak, and to a lesser
extent, the war in Iraq.

Traffic at SFO began to recover in FY2004, with enplaned passengers averaging gains of
3.8 percent per year through FY2007. International traffic led enplanement growth over the
period (up 6.6 percent per year, on average), more than double the rate of domestic traffic growth
(2.9 percent).

TRAFFIC FORECAST SUMMARY

The forecast calls for 22.4 million total enplanements at SFO in FY2013. Traffic is
expected to grow 9.1 percent in FY2008, 6.4 percent in FY2009, 3.9 percent in FY2010, and then
3.1 percent per year, on average, in the years FY2011 through FY2013 (see Table III.1).
Domestic enplanements at the Airport are forecast to approach their previous (FY1998) peak
level in FY2013, while international traffic already set record highs in both FY2006 and FY2007.

It is assumed that the significant infusion of low-cost capacity into the Bay Area market,
resulting from the introduction of service by Southwest, Virgin America, and JetBlue at SFO, will
be the dominant factor affecting the growth of passenger traffic at the Airport, particularly in the
near term. This will likely stimulate new passenger traffic and will also lead to some recapture of
traffic previously lost to airports in Oakland (OAK) and San Jose (SJC). Consequently, the
domestic forecast growth rate is significantly higher than in the Issue 33 forecast. The
international forecast growth rate is very similar to that forecast in Issue 33.

A detailed discussion of the rationale and assumptions underlying the forecast is
presented in subsection G.
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Table lil.1
Summary of Enplaned Passenger Forecast
San Francisco International Airport
(for the fiscal years ended June 30; passengers in thousands)

Actual Forecast
2005 2006 2007 2008 2009 2010 2011 2012 2013

Total Enplaned Passengers: 16,249 16,490 16,954 18,500 19,675 20,450 21,200 21,850 22,400

Annual % Change 5.5% 1.5% 2.8% 9.1% 6.4% 3.9% 3.7% 3.1% 2.5%
Domestic

Originating 9,014 9,008 9,235 10,431 11,311 11,774 12,227 12,575 12,823

Connecting 3.305 3.336 3.374 3419 3.439 3.476 3,523 3,575 3,627

Total Domestic 12,320 12,343 12,609 13,850 14,750 15,250 15,750 16,150 16,450

Annual % Change 5.2% 0.2% 2.2% 9.8% 6.5% 3.4% 3.3% 2.5% 1.9%
International

Originating 2,860 3,063 3,176 3,403 3,648 3,875 4,088 4,291 4,501

Connecting 1,069 1,084 1,169 1,247 1,277 1,325 1,362 1,409 1,449

Total International 3,929 4,147 4,345 4,650 4,925 5,200 5,450 5,700 5,950

Annual % Change 6.5% 5.5% 4.8% 7.0% 5.9% 5.6% 4.8% 4.6% 4.4%
Percentage of Total Enplaned Passengers:

Domestic 75.8%  74.9%  74.4% 749%  75.0%  74.6%  743%  73.9%  73.4%

International 242 25.1 25.6 25.1 25.0 254 25.7 26.1 26.6

Originating 73.1%  732%  73.2% 74.8%  76.0%  76.5%  77.0% 772%  77.3%

Connecting 26.9 26.8 26.8 252 24.0 23.5 23.0 22.8 22.7

Percentage of FY2001 Enplaned Passengers:

Total 83.7%  849%  87.3% 952% 101.3% 105.3% 109.1% 112.5% 115.3%
Domestic 80.2 80.4 82.1 90.2 96.1 99.3 102.6 105.2 107.1
International 96.6 102.0 106.8 114.3 121.1 127.9 134.0 140.2 146.3

Sources: Actual: San Francisco Airport Commission; DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and 298C T-1.
Forecast: Jacobs Consultancy.

Notes: Columns may not add to totals shown because of rounding.
This forecast was prepared on the basis of the information and assumptions given in the text. The achievement of any forecast is dependent
upon the occurrence of future events which cannot be assured. Therefore, the actual results may vary from the forecast, and the variance
could be material.

Table II1.2 provides a brief 17-year chronology of events in order to create a historical
context for the activities and trends that have occurred at the Airport.
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Table Ill.2
Chronology of Events

1990

1991

1994
1995

1997

1998

2000

2001

2002

2003

2004

2005

2006

2007

July
August
January
December
October
February

May
Summer
September

November
June
December
January
March

Sept. 11

November
August
December
March

April

July
November
April

July
September

October
June
September

February
April
April
May

August

-A national economic recession began, continuing until March 1991
-Persian Gulf War began, ending in February 1991

-Eastern terminated system operations

-Pan Am terminated system operations

-United introduced its low-fare Shuttle by United operation

-United States and Canada reached agreement on removing many of the
barriers to increased scheduled air service between the two countries
-United, Lufthansa, Air Canada, and three other codesharing airline
partners launched Star Alliance

-Several Asian countries began to encounter severe fiscal problems that led
to currency devaluations and a period of economic recession

-American, British Airways, Canadian, and other codesharing airline
partners launched Oneworld Alliance

-American acquired Reno Air

-Delta, Air France, Mexicana, and Korean Air launched SkyTeam Alliance
-New SFO International Terminal opened

-American announced an agreement to purchase the assets of TWA

-A national economic recession began, continuing until November 2001
-Southwest terminated service at the Airport

-Terrorist attacks in New York and Washington DC were followed by an
unprecedented three-day shutdown of the U.S. air transportation system
-United terminated its Shuttle by United operation

-US Airways filed for Chapter 11 bankruptcy

-United filed for Chapter 11 bankruptcy

-United States and its allies launched military operations in Iraq

-WHO issued first international emergency travel advisory relating to SARS
-US Airways emerged from Chapter 11 bankruptcy protection

-Hawaiian Airlines filed for Chapter 11 bankruptcy

-Air Canada filed for bankruptcy protection

-Saddam Hussein’s regime in Iraq was ousted, and transition period began
-WHO removed all SARS-related travel advisories

-AirTran initiated service at the Airport

-United launched its low-cost brand, Ted, at the Airport

-FAA certified the Airport to receive the Airbus A380

-US Airways filed for Chapter 11 bankruptcy for a second time

-Air Canada emerged from bankruptcy

-ATA filed for Chapter 11 bankruptcy

-Hawaiian emerged from bankruptcy

-Both Delta and Northwest filed for Chapter 11 bankruptcy

-US Airways emerged from bankruptcy and merged with America West
-United and ATA emerged from bankruptcy

-ATA shifted all Bay Area operations to OAK

-Delta emerged from bankruptcy

-Northwest emerged from bankruptcy

-JetBlue initiated service at the Airport

-Virgin America initiated service at the Airport

-Southwest reintroduced service at the Airport
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AIRPORT RANKINGS

SFO is the largest of the three Bay Area airports, accounting for 57 percent of total Bay
Area passengers and 43 percent of total domestic origin-destination (O&D) passengers in
FY2007. Approximately 16.2 million passengers were enplaned at SFO in 2006, compared to 7.1
million passengers at OAK and 5.3 million passengers at SJC.

California’s Second-Largest Airport

The West Coast location of the Airport allows for international gateway connections
which minimize route circuity, particularly between the U.S. mainland and the Pacific Rim. SFO
is the second-largest commercial service airport in California and one of only two (the other is
LAX) that serve as major international airports. SFO accounts for 16 percent of the domestic
passengers, and nearly one-third of the international passengers, enplaned in the state (see Table
II1.3). The other two Bay Area airports, OAK and SJC, are the fourth- and fifth-largest
commercial service airports in the state, respectively.

Table 111.3
Passengers at California Commercial Service Airports
(calendar year 2006)
Enplaned Passengers
Airport Domestic International Total
Los Angeles 21,339,513 8,012,474 29,351,987
San Francisco 12,184,603 4,054,790 16,239,393
San Diego 8,541,433 153,896 8,695,329
Oakland 6,977,032 98,981 7,076,013
San Jose 5,145,779 135,321 5,281,100
Sacramento 5,124,387 58,265 5,182,652
Orange County 4,774,301 1,524 4,775,825
Ontario 3,327,184 75,810 3,402,994
Burbank 2,835,359 568 2,835,927
Long Beach 1,342,950 113 1,343,063
Palm Springs 726,080 45,246 771,326
Fresno 604,529 17,701 622,230
Santa Barbara 434,023 5 434,028
All Other 956,093 61 956,154
Total—California Airports 74,313,266 12,654,755 86,968,021

Sources: DOT, Schedule T-100.
One of the Largest U.S. International Airports

SFO was the sixth largest U.S. airport ranked by international enplaned passengers in
2006 (see Table I11.4). More passengers were enplaned on international flights at SFO than at
Atlanta, Houston, Dallas/Ft. Worth, or Washington-Dulles. International enplanements increased
26 percent at SFO between 1996 and 2006, more growth than experienced at any of the top three
airports (New York-Kennedy, LAX, and Miami).
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Table 111.4
Ranking of U.S. Airports by International Enplaned Passengers
(for the 12 months ended December 31; passengers in thousands; ranked on 2006 passengers)

AAG Intl. Enplanements
1996- 2001- as % of Airport Total

Rank Airport 1996 2001 2006 2001 2006 1996 2001 2006

1 New York-Kennedy 8,560 7,875 9,886 -1.7%  4.7% 55.5%  54.1%  45.4%

2 Los Angeles 7,097 8,068 8,386 2.6 0.8 243 26.0 29.3

3 Miami 7,439 7,678 7,273 06 -l1.1 44.5 48.4 44.7

4 Chicago-O'Hare 3,529 4,616 5,634 5.5 4.1 104 13.2 13.7

5  New York-Newark 2,294 3,687 4,802 9.9 54 15.7 23.7 26.1

6  San Francisco' 3,309 3,788 4,177 2.7 2.0 16.9 22.2 25.2

7  Atlanta 1,511 2,816 4,061 133 7.6 4.8 7.4 9.5

8  Houston-Bush 1,681 2,829 2,997 11.0 1.2 12.9 16.3 14.0

9  Dallas/Ft. Worth 1,584 2,312 2,801 7.9 39 54 8.4 9.3

10 Washington, D.C.-Dulles 1,313 1,961 2415 8.4 4.2 20.6 22.0 21.2

11 Honolulu 3,254 2,147 2,081 -8.0 -0.6 27.2 21.6 20.8

12 Philadelphia 1,545 1,493 1,993 -0.7 59 16.0 12.2 12.6

13 Boston 1,623 2,026 1,822 45 21 12.9 16.6 132

14 Detroit 3,201 1,619 1,428 -12.7 -25 20.9 9.9 7.9

15  Seattle 843 747 1,227 24 104 6.9 5.5 8.2

Source:  Airports Council International, North American Airport Traffic Report, 2006.
Notes: 1. SFO figures may differ from the passenger statistics reported by the airlines to the Airport.
AAG=Average annual compound growth.

Among the Top 15 U.S. Airports

U.S. Department of Transportation (DOT) statistics show that the Airport was the 14"
largest airport in the U.S. in terms of enplaned passengers in 2006 (see Figure 8). Among the 15
largest U.S. airports (ranked by enplaned passengers), the Airport had the ninth largest number of
0&D passengers. This position reflects the size and strength of the San Francisco market.

Figure 8
Total Enplaned Passengers, by Origin-Destination and Connecting

Top 15 U.S. Airports
(calendar year 2006)
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Sources:  DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and 298C T-1; DOT,
Schedule T-100; San Francisco Airport Commission.
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Seventh Largest U.S. Airport for International Air Cargo

SFO ranked seventh among U.S. airports in FY2006 in terms of international departing
cargo tonnage (see Figure 9). The level of cargo activity at SFO compared closely to New York-
Newark and Atlanta.

Figure 9
International Departing Air Cargo at Top 10 U.S. Airports’
(for the 12 months ended June 30, 2006)
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Source: DOT, Schedule T-100.
Notes: 1. Total freight and mail onboard scheduled and nonscheduled (i.e. charter) flights departing for non-U.S.
destinations, with the exception of Canada. Includes both enplaned and “through” cargo.

B. PASSENGER BASE

One of the key strengths of the Airport is the diversity of its passenger base. A relatively
high percentage of O&D passengers, a strong business travel component, and a large base of
international passengers provide SFO with a solid foundation of air travel demand.

A significant and growing proportion of passengers at SFO board international flights.
International passengers represented 26 percent of total enplanements in FY2007, up from 21
percent in FY2001, and 17 percent in FY1996.

Although SFO serves as a major connecting hub airport, the majority of its passengers
either originate or terminate their air journeys at the Airport. It is estimated that 73 percent of air
travelers who used SFO in FY2007 were O&D passengers (see Figure 10). O&D passengers
accounted for about 73 percent of both domestic enplanements and international enplanements at
the Airport; connecting passengers accounted for the remaining 27 percent in each case.

Of those passengers who made connections at SFO in FY2007, it is estimated that 52

percent connected between domestic flights, 44 percent connected between domestic and
international flights, and 4 percent connected between international flights.
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Figure 10
Enplaned Passengers, by Origin-Destination and Connecting
San Francisco International Airport
(for the 12 months ended June 30, 2007)
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Sources:  San Francisco Airport Commission; DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and
298C T-1.

Over the course of the year, the level of passenger traffic at SFO tends to show seasonal
variation. Domestic and international passenger levels exhibit similar patterns, as shown in Figure
11, peaking in the summer (July through September) and reaching a low in the winter quarter
(January through March).

Figure 11
Quarterly Variation of Enplaned Passengers
San Francisco International Airport
(5-year quarterly average, from July 2002 to June 2007)
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Source:  San Francisco Airport Commission.

The annual passenger survey conducted by the Airport in May 2006 revealed that
business travelers to and from the Bay Area accounted for 31 percent of all passengers using the
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Airport (see Figure 12).27 Results indicated that an additional 60 percent were leisure travelers
(42 percent on vacation, 18 percent visiting friends and relatives) and 9 percent were traveling for
other reasons. California residents accounted for 41 percent of travelers using SFO, while other
U.S. residents made up an additional 37 percent. Of the 23 percent of foreign passengers, more
than half were from Asia and the South Pacific.

Residents of San Francisco and the Peninsula accounted for half of all resident O&D trips
initiated at SFO in May 2006. East Bay residents accounted for another 28 percent, while North
Bay and South Bay residents made up the balance. Visitors represented twice as many O&D
travelers at SFO as residents. The remaining 27 percent of passengers departing from SFO made
connections from arriving flights.

Figure 12
Passenger Characteristics
San Francisco International Airport
(May 14-20, 2006)

Trip Purpose of Passengers1 Passengers, by Residence’
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Other U.S.
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37%
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9% 18% Middle East 12%
6%
Passengers by Type Origins of Area Resident Passengers
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Area 49% 50%
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28%
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11%

North Bay
11%

Connecting
27%

Source:  City and County of San Francisco, 4ir Passenger Survey, 2006.
Notes: 1. Results reflect all passengers surveyed, including connecting passengers.
Percentages may not add to 100 percent because of rounding.

27. The 2007 passenger survey, while already completed, had not yet been compiled and published as of November
2007.
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C. PASSENGER TRENDS

Changes in the level and composition of passenger traffic at SFO since FY1996 are
illustrated in Figure 13. Overall passenger traffic at SFO showed a low rate of growth over the
FY1996-2001 period, increasing, on average, at the rate of 0.8 percent per year. Traffic growth
was due almost entirely to international O&D passengers which increased 6.4 percent per year, on
average, and grew to almost 20 percent of the Airport total in FY2001. Domestic O&D
enplanements increased less than half a percent a year, on average, while connecting passengers
dropped 10 percent over the period.

In FY2001, the Airport experienced a 3.7 percent drop in total enplanements from
FY2000, entirely due to an 8.1 percent decline in domestic O&D traffic. An economic slowdown,
both national and regional, and particularly affecting the Bay Area’s high-tech industry,
contributed to the falloff. In November 2000, United reduced its scheduled flights, and those of
United Express, and Southwest terminated operations at the Airport in March 2001.

Figure 13
Enplaned Passenger Trends
San Francisco International Airport
(fiscal years ended June 30)
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Sources: San Francisco Airport Commission; DOT, 4ir Passenger Origin-Destination Survey, reconciled to Schedules
T-100 and 298C T-1.

Over the next two years, FY2002 and FY2003, total enplanements at SFO fell 25 percent.
Domestic O&D, international O&D, and connecting passenger traffic (down 31.5, 18.7, and 13.3
percent, respectively) were all affected by a languishing economy, the aftermath of the events of
September 11, 2001, bankruptcy of the hubbing airline (United), the war in Iraq, and the SARS
outbreak.

FY2004 marked the first year of overall enplanement growth at SFO since FY2000. In
the years FY2004 through FY2007, overall traffic averaged growth of 3.8 percent per year, led by
international O&D passenger growth (up 6.6 percent per year, on average). Passenger
connections averaged 3.6 percent growth per year. Domestic O&D traffic was slower to recover
(up 2.6 percent per year, on average).
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Passenger traffic at SFO grew strongly in the first four months of FY2008 due to the
introduction of service by three LCCs at the Airport over the spring and summer of 2007. Total
enplanements increased 8.3 percent over the corresponding period of FY2007, with domestic
passengers up 9.3 percent and international passengers up 5.5 percent. By contrast, total
passenger traffic was up only 3.6 percent at OAK and 1.5 percent at SJIC.

DOMESTIC O&D PASSENGER TRENDS

SFO handled a significantly smaller proportion of nationwide domestic O&D traffic in
FY2007 (1.8 percent) than in FY1996 (2.7 percent). Between FY 1996 and FY2000, the direction
of domestic O&D traffic growth at SFO mirrored that of California and the U.S. in total (see
Figure 14). In FY2001, though, O&D traffic declined at the Airport (down nine percent) while it
remained flat for California and grew nearly one percent nationally. Over the subsequent three
years, the record of O&D traffic in California and the U.S. in total continued to be more favorable
than at SFO. Between FY2004 and FY2007, however, domestic O&D traffic growth at SFO (up
11.1 percent) exceeded the increase in domestic O&D traffic at all California airports, taken
together (up 8.4 percent), though it continued to trail the increase nationwide (up 12.3 percent).

Figure 14
Index of Domestic Outbound O&D Passenger Trends
San Francisco International Airport,
All California Airports & All U.S. Airports
(for the 12 months ended June 30)
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Source: DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and 298C T-1.

There were significant differences in traffic and airfares paid between the latter half of
the 1990s and the first half of the current decade. From FY 1996 to FY2001, traffic increased only
slightly in SFO’s top 20 domestic O&D markets. Individual markets experienced a mixed pattern
of gains and losses; O&D traffic to Los Angeles declined over five percent per year, on average,
from FY1996 to FY2001, whereas traffic to Las Vegas and Minneapolis-St. Paul increased 8 and
11 percent per year, respectively. There was some correlation between changes in traffic and
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average fares paid in individual city-pairs. Overall, the average domestic fare paid at SFO
increased nearly 25 percent in the FY1996-2001 period.

Between FY2001 and FY2006, sixteen of the Airport’s top 20 domestic city-pair markets
experienced a decline in passengers; four markets (San Diego, Los Angeles, Portland, and
Seattle) declined significantly more than the average. Over this period, New York City replaced
the Los Angeles Area as the top domestic O&D passenger market at SFO. Major factors leading
to the traffic declines included Southwest’s termination of SFO service (March 2001) and
United’s termination of its Shuttle by United service (November 2001). Notably, domestic O&D
traffic declined about 21 percent over the five-year period during which domestic fares paid at
SFO, on average, declined about 9 percent. The strengthening of traffic that typically
accompanies declining fares did not occur. In this instance, a softening of (especially short-haul)
demand, business passenger resistance to fares perceived as high, a drop in the supply of seats at
SFO, and strong competition from OAK had a greater negative effect on traffic than the positive
effect of the lower fares.

Total domestic O&D passenger traffic at SFO increased 2.0 percent in FY2007, over
FY2006, while in the top 20 domestic markets it increased more strongly (up 4.5 percent). Traffic
in the Los Angeles and San Diego markets experienced particularly strong growth, increasing 32
percent and 27 percent, respectively. Average airfares in the Los Angeles and San Diego markets
dropped 24 percent and 22 percent, respectively, over the same period. In general, traffic
increased in city-pairs where average fares declined, and it declined in markets where average
fares increased. Overall, SFO experienced an increase of 2.4 percent in domestic fares paid in
FY2007.
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Table 111.5
Passengers and Airfares at Top 20 Domestic O&D City Markets
San Francisco International Airport
(for fiscal years ended June 30; passengers in thousands; ranked on 2007 passengers)

Market AAG % Change
City Market as % of 1996~ 2001- 2006~
Rank Airport 1996 2001 2006 2007 2007 Total 2001 2006 2007
Outbound O&D Passengers:

1 New York 946 1,036 881 948 11.3% 1.8% -32% 7.7%
Newark 343 381 324 366 4.4 2.1 -3.2 13.2
Kennedy 494 559 509 528 6.3 2.5 -1.9 3.7
LaGuardia 109 96 48 54 0.6 -2.6 -12.9 12.9

2  Los Angelesl 1,491 1,143 607 803 9.6 -5.2 -11.9 323

3 Washington DC/Baltimore® 450 516 373 360 43 2.8 -6.3 -3.5

4 Las Vegas 298 440 313 349 4.2 8.1 -6.6 11.3

5 Boston 352 370 343 342 4.1 1.0 -1.5 -0.5

6 Chicago3 419 510 377 323 3.8 4.0 -5.8 -14.5

7  Honolulu 361 343 314 281 33 -1.0 -1.8 -10.6

8 Seattle 422 395 262 280 33 -1.3 -7.9 7.1

9  Denver 259 332 296 280 33 5.1 =23 -5.6

10  Atlanta 196 237 241 247 2.9 3.8 0.4 2.4

11 Minneapolis/St. Paul 145 248 221 235 2.8 11.2 23 6.1

12 Dallas/Ft. Worth* 174 203 182 207 2.5 32 2.2 13.9

13 San Diego 545 416 161 205 24 5.2 -17.3 27.2

14 Philadelphia 177 235 198 186 2.2 5.8 -34 -5.7

15 Phoenix 284 251 194 179 2.1 -2.5 -5.0 -7.9

16  Detroit 114 130 134 162 1.9 2.6 0.7 20.8

17 Portland 268 212 136 147 1.8 -4.6 -8.5 8.3

18 Houston’ 151 146 135 135 1.6 -0.6 -1.6 0.6

19  Kahului 123 162 164 123 1.5 5.6 0.2 -24.9

20  Miami 109 120 124 118 14 2.0 0.6 -4.7
Total—Top 20 Markets 7,284 7,445 5,655 5,909 70.4% 04% -5.4% 4.5%
All Other Markets 2.873 3.021 2,574 2,486 29.6 1.0 -3.2 -3.4
Total—All Markets 10,158 10,466 8,229 8,395 100.0% 0.6% -4.7% 2.0%
Average One-Way Fare Paid:*

1 New York $327.58 $430.92 $310.08 $326.13 5.6% -6.4% 5.2%
Newark 318.47 410.96 267.20 266.29 5.2 -8.3 -0.3
Kennedy 343.34 464.84 339.32 371.80 6.2 -6.1 9.6
LaGuardia 284.57 317.08 284.79 288.43 2.2 -2.1 13

2 Los Angelesl 76.24 97.16 135.64 103.17 5.0 6.9 -23.9

3 Washington DC/Baltimore” 300.41 365.11 282.45 319.13 4.0 -5.0 13.0

4  Las Vegas 67.60 79.76 104.13 99.65 3.4 5.5 -4.3

5 Boston 346.05 437.93 257.55 295.69 4.8 -10.1 14.8

6 Chicago3 272.13 292.15 240.16 280.63 1.4 -3.8 16.9

7  Honolulu 176.89 206.56 207.67 203.61 3.1 0.1 -2.0

8 Seattle 71.81 103.00 144.30 141.68 7.5 7.0 -1.8

9  Denver 177.69 221.17 173.55 179.55 4.5 -4.7 35

10  Atlanta 269.65 343.85 209.29 229.06 5.0 -9.5 9.4

11 Minneapolis/St. Paul 246.96 218.42 201.08 199.49 2.4 -1.6 -0.8

12 Dallas/Ft. Worth* 272.42 339.10 256.22 220.76 4.5 -5.5 -13.8

13 San Diego 54.72 77.80 139.70 109.01 7.3 12.4 -22.0

14  Philadelphia 309.21 342.96 254.14 277.69 2.1 -5.8 9.3

15  Phoenix 79.10 104.40 127.42 136.58 5.7 4.1 7.2

16  Detroit 314.98 317.05 214.61 205.33 0.1 -1.5 -4.3

17 Portland 63.53 93.00 130.64 121.98 7.9 7.0 -6.6

18  Houston’ 236.13 305.04 191.55 214.13 53 -8.9 11.8

19  Kahului 193.78 229.95 233.81 248.18 3.5 0.3 6.1

20  Miami 260.38 324.48 220.02 236.61 4.5 -1.5 7.5
Total—Top 20 Markets $178.86 $233.45 $210.77 $211.26 55% -2.0% 0.2%
All Other Markets 201.70 215.68 198.33 213.46 1.3 -1.7 7.6
Total—All Markets $185.21 $228.38 $206.88 $211.91 4.3% -2.0% 2.4%
Source: DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and 298C T-1.
Notes: 1. Market includes Los Angeles, Burbank, Long Beach, Ontario and Orange County airports.

2. Market includes Dulles, Reagan, and Baltimore airports.

3. Market includes O'Hare and Midway airports.

4. Market includes Dallas/Ft. Worth Airport and Love Field.

5. Market includes Bush and Hobby airports.

6. Average one-way fares are net of all taxes, fees, and PFCs, and exclude the dilutive effect of passengers traveling on frequent-flyer reward
program tickets.

Columns may not add to totals shown because of rounding.

AAG=Average annual compound growth.
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Further examination of SFO’s domestic O&D traffic changes reveals regional patterns.
While total domestic outbound O&D passengers at SFO increased by 3.1 percent from FY1996 to
FY2001, traffic to certain regions showed greater growth than others (see Table II1.6). In general,
the destination regions with the greatest growth in the FY1996-2001 period showed the smallest
declines between FY2001 and FY2007. Total domestic outbound O&D passengers declined 19.8
percent between FY2001 and FY2007, while regional declines ranged from 12.5 percent for
destinations in the South to 35.1 percent for intra-California travel. Nearly 80 percent of the drop
in domestic O&D traffic at SFO since FY 1996 has been to destinations in the Pacific Region.

Table 1.6
Domestic O&D Passengers, by Destination Region
San Francisco International Airport
(fiscal years ended June 30; passengers in thousands)

Destination Outbound O&D Passengers Change % Change
Region 1996 2001 2007 1996-2001 2001-2007  1996-2001 2001-2007
Total 10,119 10,429 8,369 310 -2,060 3.1% -19.8%
Pacific Region 3,074 2,558 1,691 -516 -867 -16.8% -33.9%
California 2,240 1,789 1,162 -450 -627 -20.1 -35.1
Pacific Northwest 834 768 529 -66 -240 -7.9 -31.2
All Other Regions 7,046 7,872 6,678 826 -1,193 11.7% -15.2%
Mountain 1,309 1,400 1,060 90 -340 6.9 -24.3
Northeast 1,806 2,040 1,764 234 -276 13.0 -13.5
Midwest 1,327 1,532 1,321 205 =211 154 -13.8
South 2,038 2,265 1,983 228 -282 11.2 -12.5
Hawaii 566 635 551 69 -84 12.3 -13.3
Source: DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and 298C T-1.
Notes: Data exclude Puerto Rico, the U.S. Virgin Islands, and islands of the U.S. Pacific Trust.

Pacific Northwest includes Alaska, Oregon, and Washington.
Mountain, Northeast, Midwest, and South regions are defined in Figure 20.
Columns may not add to totals shown because of rounding.

INTERNATIONAL O&D PASSENGER TRENDS

Between FY1996 and FY2001, international O&D enplanements grew strongly (up 6.4
percent per year, on average), as shown in Figure 15. From FY2001 to FY2003, however, SFO
experienced a significant decline in international O&D passengers (down 18.7 percent). The
substantial drop reflected the global economic slowdown, the severe impact of the September 11,
2001 attacks on air travel to and from the U.S., and the outbreak of SARS which had a
particularly negative effect on SFO-Asia traffic.

Between FY2003 and FY2007, however, international O&D enplanements at SFO
resumed growth and returned to their prior rate of increase (up 6.6 percent per year, on average).

As Bay Area residents are presented with more attractive international service offerings
at SFO, they appear less likely to select itineraries which involve boarding domestic flights at
SFO to connect to international flights at other U.S. gateway airports. Over the past 11 years,
there has been a gradual decline in the proportion of international O&D passengers departing
SFO on domestic flights (from 24.5 percent of all international O&D enplanements in FY1996 to
21.2 percent in FY2007).
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Figure 15
International O&D Passenger Trends
San Francisco International Airport
(fiscal years ended June 30)
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DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and 298C T-1.

O&D passengers on international flights include international O&D passengers on scheduled flights, along with small
numbers of passengers on charter flights, and non-revenue passengers.

0&D passengers on domestic flights are passengers who boarded domestic flights to other U.S. gateway airports where
they connected with flights to their international destinations.

E=Estimated.

The composition of international O&D traffic growth at SFO has shifted over the past

eleven years, as shown in Figure 16. From FY1996 to FY2001, transatlantic and transpacific
O&D passenger growth accounted for three-quarters of all international O&D traffic growth over
the period. Growth in international O&D traffic to Canada and Latin America accounted for the
remainder. From FY2001 to FY2007, international O&D traffic to Europe and to Latin America
showed a net decline and traffic to Canada was up slightly. Nevertheless, growth in international
O&D traffic to Asia and the South Pacific was strong enough (up 23.6 percent) to produce an
overall increase in international O&D passengers over the period.
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Figure 16
International O&D Passengers, by World Area’
San Francisco International Airport
(fiscal years ended June 30)
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Sources: DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and 298C T-1; DOT, Schedule T-100.
Notes: 1. Excludes international O&D passengers originating their trips at SFO and connecting through other U.S. gateway
airports.
Latin America includes Mexico, Central America, South America, and the Caribbean.
E=Estimated.

CONNECTING PASSENGER TRENDS

Connecting traffic at SFO has been more durable, relative to O&D traffic, in the face of
cyclical and extraordinary events that have affected passenger traffic at the Airport. For example,
between FY2001 and FY2003, connecting traffic declined 13 percent while O&D traffic fell 28
percent. After FY2003, connections increased at roughly the same rate as O&D traffic, up 15
percent between FY2003 and FY2007 relative to a 16 percent increase in O&D enplanements
over the same period.

Approximately 52 percent (2.4 million) of all connecting enplanements at SFO in
FY2007 connected from one domestic flight to another (see Figure 17). An additional 44 percent
(2.0 million) consisted of passengers making gateway connections (between domestic and
international flights). The remaining 4 percent of connecting enplanements (an estimated 200,000
passengers) made international-to-international connections at the Airport.28

Over the past eleven years, from FY1996 to FY2007, domestic-to-domestic connections
declined by more than one-quarter (down 26 percent), gateway connections increased 20 percent,
and international-to-international connections declined 10 percent.

28. Passenger connections from one international flight to another are not reported by airlines to the U.S. Department
of Transportation. Consequently, the number of such connections was estimated.
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Figure 17
Trends in Connecting Passengers
San Francisco International Airport
(fiscal years ended June 30)
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Sources:  San Francisco Airport Commission; DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and
298C T-1.
Note: Gateway connections include connections from domestic flights to international flights or vice-versa.

Approximately 88 percent of domestic-to-domestic connections and 85 percent of
gateway connections at SFO in FY2007 involved connections either from one United flight to
another or between United and another airline (see Figure 18). These proportions have changed
very little since FY 1996, perhaps unsurprisingly, given the longevity of United’s hub at SFO.

The significant decline in total domestic-to-domestic connections at SFO since FY 1996,
and the modest growth in gateway connections over the same period can be attributed largely to
changes in United’s route network and the manner in which it flows passengers through its
various hubs. The number of connections not involving United has changed by less than one
percent over the entire period.
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Figure 18
Domestic-Domestic and Gateway Connecting Passengers
San Francisco International Airport
(fiscal years ended June 30)
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Source:  DOT, 4ir Passenger Origin-Destination Survey, reconciled to Schedules T-100 and 298C T-1.
Notes: Domestic-Domestic Connections are connections from one domestic flight to another domestic flight.
Gateway Connections are connections from a domestic flight to an international flight, or vice-versa.

D. AIRLINE ACTIVITY

Compared with many other large U.S. hub airports, the Airport would be described as
only moderately concentrated. United and United Express together enplaned 48.6 percent (United
41.3 percent, United Express 7.3 percent) of all passengers at SFO in FY2007, down from 55.9
percent in FY1996. American ranked second with 10.0 percent. (See Table I11.7.)

More than half (52.7 percent) of all domestic passengers at SFO in FY2007 boarded a
flight operated by United or United Express. American and US Airways ranked next. The top ten
carriers accounted for more than 96 percent of all domestic enplanements at the Airport. The
three low-cost carriers (LCCs)—JetBlue, Virgin American, and Southwest—that commenced
service at the Airport in the spring and summer of 2007 are not reflected in Table II1.7, but they
are discussed in more detail later under “F. Inter-airport Competition.”
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Table lIl.7
Enplaned Passengers, Ranked by Carrier’
San Francisco International Airport
(fiscal years ended June 30; passengers in thousands)

2007 Percent of Total
Rank Airline 1996 2001 2006 2007 1996 2001 2006 2007
Domestic:
1 United” 8,570 7,829 5,309 5,479 55.2% 51.0% 43.0% 43.5%
2 American 1,127 1,500 1,639 1,690 7.3 9.8 133 13.4
3 United Express 619 538 1,195 1,165 4.0 3.5 9.7 9.2
4 US Airways3 918 1,001 824 873 5.9 6.5 6.7 6.9
5 Delta 1,041 1,065 798 793 6.7 6.9 6.5 6.3
6  Continental 637 591 609 647 4.1 3.8 4.9 5.1
7  Northwest 671 710 586 626 43 4.6 4.8 5.0
8  Alaska 458 445 426 517 3.0 2.9 3.5 4.1
9  Frontier 36 120 178 268 0.2 0.8 1.4 2.1
10 AirTran 79 99 0.0 0.0 0.6 0.8
All Others 1,453 1,557 702 452 9.4 10.1 5.7 3.6
Total 15,530 15,356 12,343 12,609 100.0% 100.0% 100.0% 100.0%
International:
1 United” 1,261 1,374 1,445 1,526 40.0% 33.8% 34.8% 35.1%
2 Air Canada 166 246 293 304 53 6.0 7.1 7.0
3 Lufthansa 125 208 219 230 4.0 5.1 53 53
4 British Airways 195 185 220 215 6.2 4.5 53 5.0
5  Alaska 55 189 207 205 1.8 4.6 5.0 4.7
6  Singapore 157 177 198 196 5.0 4.4 4.8 4.5
7  EVA Airways 84 116 142 153 2.7 2.9 34 3.5
8  China Airlines 77 114 128 128 2.4 2.8 3.1 3.0
9  Philippine 98 114 120 126 3.1 2.8 2.9 2.9
10 Cathay Pacific 78 122 123 1.9 2.9 2.8
All Others 931 1,268 1,053 1,137 29.5 31.2 25.4 26.2
Total 3,150 4,067 4,147 4,345 100.0% 100.0% 100.0% 100.0%
Total:
1 United? 9,832 9,203 6,753 7,005 52.6% 47.4% 41.0% 41.3%
2 American 1,127 1,500 1,639 1,690 6.0 7.7 9.9 10.0
3 United Express 619 538 1,244 1,242 33 2.8 7.5 7.3
4 Delta 1,063 1,065 798 793 5.7 5.5 4.8 4.7
5 Alaska 514 634 634 722 2.7 33 3.8 43
6  Northwest 769 804 662 706 4.1 4.1 4.0 4.2
7  Continental 637 591 609 647 34 3.0 3.7 3.8
8 US Airways3 918 1,001 824 873 4.9 5.2 5.0 5.1
9  Air Canada 166 246 293 304 0.9 1.3 1.8 1.8
10  Frontier 36 120 178 268 0.2 0.6 1.1 1.6
All Others 3,000 3,721 2,857 2,705 16.1 19.2 17.3 16.0
Total 18,680 19,423 16,490 16,954 100.0%  100.0%  100.0%  100.0%
Source:  San Francisco Airport Commission.
Notes: 1. Excludes code-sharing affiliates, unless otherwise noted.

2. Includes Shuttle by United and Ted.
3. Includes America West in all years shown.
Passengers and percentages may not sum to totals due to rounding; n.a.=not applicable.

United was also the top carrier of international passengers at SFO in FY2007 with 35.1
percent of the total; that share was down nearly five percentage points from FY1996. Eight of the
top ten carriers of international passengers at the Airport in FY2007 were foreign-flag carriers.

A-50



United Airlines

SFO is a major domestic hub and the larger of two Pacific gateways for United Airlines.
The Airport and its service region possess geographic and demographic advantages that enable
United to (1) minimize route circuity while drawing from a large local market and (2) effectively
integrate its domestic and international route systems.

United significantly expanded the scale of its flight operations at SFO throughout the
1990s. In FY1991, United operated a daily average of 149 domestic departures and nine
international departures at SFO. At its peak in FY1998, the airline operated an average of 226
domestic departures and 17 international departures per day at the Airport. In FY2007, however,
although United averaged 19 daily international departures, it operated only 124 daily domestic
departures, on average. (See Figure 19.)

United’s contraction at SFO has been in line with reductions it has made system-wide.
Consequently, SFO’s position in United’s system is largely unchanged. In domestic markets,
United is pursuing a strategy of increasing reliance on regional jets operated by its regional
affiliates to provide capacity, in order to deploy a higher proportion of its mainline fleet on more
profitable international routes.

Strategically the SFO hub is important to United, both domestically and internationally.
The transpacific market is particularly important to United’s long-term profitability. Connectivity
with domestic markets is part of what makes the international hub viable. The long-term value of
the transpacific market for United and the Airport is undiminished.

In November 2007, United’s codesharing carrier, Skywest, operating as United Express,
accounted for all scheduled turboprop flights and 68 percent of scheduled regional jet flights at
the Airport. Since Skywest initiated United Express service at the Airport in September 2001,
United has transferred much of its domestic service at SFO to the regional airline. Of all domestic
jet flights at SFO scheduled in November 2007 by United and United Express combined, the
regional carrier represented about 47 percent. United and United Express together accounted for
nearly half (48.6 percent) of all passengers enplaned at SFO in FY2007.
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Figure 19
Average Daily Jet Departures and Enplaned Revenue Passengers'
United Airlines at San Francisco International Airport
(for the 12 months ended June 30, unless otherwise noted)
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Notes: 1. Includes enplanements on Shuttle by United and Ted but excludes United Express flights.
Data for 2007 is for the 12 months ended April 30, 2007, the most recent data available.

SFO accounted for about 11 percent of all passenger enplanements in United’s U.S.
system for the 12 months ended April 30, 2007. In terms of total enplanements, SFO ranked third
in the airline’s system, behind only ORD and DEN (see Table I11.8). SFO is one of United’s five
U.S. hub airports, which include ORD, IAD, DEN, and LAX.
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Table 111.8
Scheduled Enplaned Passengers on United Airlines’
Top U.S. Airports in United's System

(for the 12 months ended June 30, except as noted; passengers in thousands; ranked on 2007)

Domestic International Total
Rank Airport 2001 2007 2001 2007 2001 2007
1 Chicago-O'Hare 12,744 10,791 1,224 1,658 13,968 12,450
2 Denver 10,585 9,694 249 301 10,835 9,994
3 San Francisco 7,312 5,464 1,356 1,392 8,668 6,856
4 Los Angeles 6,347 4,341 847 527 7,194 4,868
5 Washington-Dulles 3,048 3,401 793 1,153 3,841 4,554
Other 29,703  23.705 935 362 30,638 24,067
Total—U.S. System 69,740 57,397 5,404 5,392 75,144 62,789
1 Chicago-O'Hare 18.3% 18.8% 22.6%  30.8% 18.6% 19.8%
2 Denver 15.2 16.9 4.6 5.6 14.4 15.9
3 San Francisco 10.5 9.5 25.1 25.8 11.5 10.9
4 Los Angeles 9.1 7.6 15.7 9.8 9.6 7.8
5 Washington-Dulles 4.4 5.9 14.7 21.4 5.1 7.3
Other 42.6 413 173 6.7 40.8 383
Total—U.S. System 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Sources: DOT, Schedule T-100.
Notes: 1. Excludes enplanements on United Express flights and enplanements on non-scheduled (i.e. charter) flights.

2. For the 12 months ended April 30, 2007, the most recent data available.
Passengers and percentages may not sum to totals due to rounding.
Passenger figures for SFO may differ from the figures reported by United to the Airport.

In February 2004, United launched its “Ted” brand in response to the proliferation of
LCC activity in the U.S. domestic market. Ted is United’s second attempt at creating an “airline
within an airline,” the first being Shuttle by United.29 Approximately 45 Airbus A320 aircraft
from United’s mainline fleet were reconfigured for operation under the Ted brand. At SFO, Ted
represents simply a re-deployment, or rebranding, of United’s already-existing mainline service.
As of November 2007, Ted operated four routes from SFO, namely, daily departures to Las
Vegas and Phoenix, and less-than-daily service to San Jose del Cabo and Puerto Vallarta in
Mexico.

United’s international enplanements at SFO in the 12 months ended April 30, 2007
accounted for nearly 26 percent of passengers boarded on the airline’s international flights at all
U.S. airports. United enplaned more international passengers at SFO during those 12 months (1.4
million) than at any other U.S. airport in its system except ORD (1.7 million).

In the spring of 1997, United announced the formation of “Star Alliance,” a commercial
arrangement made in conjunction with five other airlines: Lufthansa, Air Canada, SAS, Thai, and
Varig. While Varig is no longer part of the alliance, twelve other airlines have since joined.30
Under the alliance agreement, United and the other airlines work together in a number of ways,

29. Shuttle by United was started in October 1994 and was designed to have many of the same operational elements as
Southwest: a fleet of 737s, low fares, short-haul flights, and less restrictive union rules. Shuttle by United was
terminated two months after September 11, 2001.

30. As of November 2007, the STAR Alliance members were: Air Canada; Air New Zealand; All Nippon; Asiana;
Austrian; British Midland; LOT Polish; Lufthansa; SAS; Singapore Airlines; South African; Spanair; SWISS; TAP
Portugal; Thai; United; and US Airways.
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including flight codesharing, scheduling and pricing, marketing and sales, and airport handling.
The benefits to United are considerable; they include additional connecting traffic, access to
markets where they do not currently operate, and cost savings in such areas as training,
purchasing, and airport handling.

As noted in Section I, United’s Maintenance Operation Center at the Airport is one of the
world’s largest private aircraft maintenance facilities. It represents United’s sole major
maintenance base.

United operated under Chapter 11 bankruptcy protection from December 2002 to
February 2006. Although the company has made significant strides in lowering its cost base and
shifted some of its domestic capacity to the international arena, United (like other airlines) still
faces challenges posed by a weak domestic revenue environment, continued high fuel prices, and
high levels of debt. Despite these challenges, and the increasing competition for passengers
resulting from the commencement of service by three LCCs at SFO, it is assumed that United will
continue to fortify and cultivate its hubbing operation. The long-term viability of the hub will
depend on United’s continued ability to balance the variables of demand, capacity, and cost
within the context of competitive pricing.

E. PASSENGER SERVICE TRENDS

SFO is served by a diverse group of air carriers. A total of 43 carriers reported passenger
enplanements at SFO in FY2007 (see Table I11.9). Twenty of the 43 were U.S. carriers, which
accounted for 14.5 million (85.5 percent) of the total passengers enplaned. The remaining 2.5
million passengers (14.5 percent) were enplaned on 23 foreign-flag carriers.
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Table III.9

Carriers Reporting Passenger and Air Cargo Activity!

San Francisco International Airport
(for the 12 months ended June 30, 2007)

U.S. CARRIERS (29)

(* denotes non-scheduled service only)

FOREIGN-FLAG CARRIERS (27)
(* denotes non-scheduled service only)

Passenger/Cargo Services’ Passengers Cargo Mexico & Central America Passengers Cargo
AirTran X Mexicana X
Alaska X X TACA (EI Salvador) X X
American X X
American Eagle (AA) X Europe, Mid-East, & Africa
Atlantic Southeast (DL) X Air France X X
Continental X X Belair* (Switzerland) X
Delta X X British Airways X X
ExpressJet (DL) X Icelandair X X
Frontier X X KLM (Netherlands) X X
Hawaiian X X Lufthansa (Germany) X X
Horizon (AS) X X Virgin Atlantic (U.K.) X X
JetBlue X X
Mesa (UA) X Canada
Midwest X X Air Canada X X
MN Airlines’ X X Air Canada Jazz X
Northwest X X
Skywest (DL, UA) X X Asia
Spirit X Air China X X
United* X X Air New Zealand X X
uUS Airways5 X X All Nippon (Japan) X X
Asiana (South Korea) X X
All-Cargo Services Cathay Pacific (Hong Kong) X X
ABX Air X China Airlines (Taiwan) X X
Astar Air Cargo* X EVA (Taiwan) X X
Evergreen* X JAL (Japan) X X
FedEx X Korean X X
Kalitta Air* X Philippine X X
Kitty Hawk* X Qantas X X
Northwest Cargo X Singapore X X
Southern Air* X
TradeWinds X All-Cargo Services
CargoLux (Luxembourg) X
Cathay Pacific Cargo (Hong Kong) X
China Cargo Airlines (China) X
Nippon Cargo (Japan) X
Source: San Francisco International Airport; DOT, Schedule T-100.

Notes:

cases, either carrier may have reported the tonnage to the Airport.
2. Codesharing airline, if any, in parentheses: AA=American; AS=Alaska; DL=Delta; UA=United.
3. Sun Country is owned and operated by MN Airlines LLC, d/b/a Sun Country Airlines.

4. Includes Ted.

5. Includes America West.

DOMESTIC SERVICE

1. Excludes carriers reporting fewer than 300 enplaned passengers. Certain carriers transported cargo on behalf of other carriers. In such

The map in Figure 20 shows the U.S. airports served by scheduled daily nonstop or one-
stop direct jet flights from SFO in November 2007.
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Between 2000 and 2006, SFO experienced an overall decline in domestic departing seats.
There were about 28 percent fewer domestic departing seats at SFO in November 2006 compared
to November 2000 (see Figure 21). Service reductions occurred in all regions but were most
pronounced in California and the West, where much of the decline was attributable to Southwest
terminating service at SFO in March 2001, the demise of the Shuttle by United operation in
November 2001, and capacity cuts at SFO made in response to increasingly competitive service
offerings at OAK and SJC. Between November 2006 and November 2007, however, there was
growth in domestic capacity to all of the mainland regions.

Figure 21
Scheduled Domestic Departing Seats, by Nonstop Flight Destination
San Francisco International Airport
(for the second week in November)
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Source: Official Airline Guide.
Note: 1. East includes destinations east of the Mississippi River. West includes destinations west of the Mississippi
River, excluding Hawaii and California.

Between November 2000 and November 2006, there was a gradual decline in the average
number of seats per flight departing from SFO (see Table I11.10). The primary factor underlying
this trend was the substantial decline in mainline jet (more than 100 seats) activity. The trend was
somewhat mitigated by the introduction of larger regional jet (51-100 seats) activity. In the 12
months since November 2006, however, there was an increase in flights by both 50-seat-and-less
aircraft and mainline jets. The number of flights was up slightly more than the number of seats,
though, with the result that the average number of seats per flight continued to decline.
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Table 1I1.10
Scheduled Domestic Flights and Seats by Aircraft Size
San Francisco International Airport
(for the second week in November)

Aircraft Size 2000 2006 2007
Departing Flights 3,318 2,555 2,875
0-50 Seats 596 704 765
51-100 Seats 115 110
>100 Seats 2,722 1,736 2,000
Departing Seats 422,457 305,377 342,292
0-50 Seats 18,160 25,898 28,192
51-100 Seats 7,718 7,364
>100 Seats 404,297 271,761 306,736
Average Seats per Flight 127 120 119
0-50 Seats 30 37 37
51-100 Seats 67 67
>100 Seats 149 157 153
Source: Official Airline Guide.

From November 2000 to November 2007, there was a drop in nonstop jet service of
56,500 weekly departing seats in the Airport’s 20 largest O&D city-pair markets, and a loss of
21,000 weekly departing seats on the smaller-volume routes (see Table III.11). Departing seat
capacity declined in 17 of the top 20 city-pairs.

The level of competition in the larger markets at SFO tends to be robust. In November

2007, 17 of the top 20 city markets were served nonstop from SFO by two or more carriers, and 7
were served by three or more carriers.
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Table 111.11

Comparison of Nonstop Jet Service
in the Top 20 Domestic City Markets
San Francisco International Airport
(for the second week of November)

Airlines with

Weekly Scheduled

Weekly Scheduled

City Market Nonstop Service’ Departing Jet Flights Departing Jet Seats
Rank’ Airport 2007 2000 2006 2007 2000 2006 2007
1 New York AA,B6,CO,DL,UA, VX 216 159 215 35,390 24,643 33,900
Newark CO,UA4 83 55 56 11,723 8,957 9,040
Kennedy AA,B6,DL,UA, VX 133 104 159 23,667 15,686 24,860
LaGuardia - - - - - - -
2  Los Angeles3 AA,AS,DL,UA,VX,WN 498 365 451 61,565 41,900 51,112
3 Washington DC/Baltimore” UA,VX 75 68 76 11,274 10,728 12,143
4 Las Vegas UA,US,VX,WN 147 96 165 20,523 13,690 23,380
5  Boston AA,B6,UA 67 41 54 8,936 7,720 9,294
6 Chicago5 AAUAWN 151 109 133 27,004 19,271 23,017
7  Honolulu AAHANW,UA 71 55 49 18,098 12,560 10,528
8  Seattle AS,UA 155 103 102 19,494 14,861 14,139
9  Denver F9,UA 116 94 99 17,658 16,387 14,382
10 Atlanta DL,FL,UA 56 62 67 12,131 11,440 11,889
11 Minneapolis/St. Paul NW,SY 61 42 49 11,009 7,084 8,820
12 Dallas/Ft. Worth® AAUA 105 83 81 17,772 12,970 11,675
13 San Diego UA,WN 138 85 120 17,071 11,906 16,406
14  Philadelphia UA,US 53 48 47 8,405 7,200 6,625
15  Phoenix UA,US 132 76 76 18,311 11,026 10,329
16  Detroit NW 21 28 21 4,425 4354 3,346
17 Portland AS,UA 105 79 75 12,750 8,682 9,768
18  Houston’ CO,UA 61 50 51 8,955 7,090 7,370
19  Kahului UA 21 14 14 4,377 3,080 3,157
20  Miami AA 34 21 21 6.891 3,990 4,235
Total—Top 20 Markets 2,283 1,678 1,966 342,039 250,582 285,515
All Other Markets 453 420 416 62,958 41,085 41,987
Total—All Markets 2,736 2,098 2,382 404,997 291,667 327,502
Source:  Official Airline Guide.
Notes: 1. Top 20 city markets ranked by total domestic O&D passengers for the 12 months ended June 30, 2007.
2. Certified U.S. airlines operating scheduled passenger jet services. Each mainline carrier and its code-sharing affiliates
were counted as one airline. Legend: AA=American, AS=Alaska, B6=JetBlue, CO=Continental, DL=Delta,
F9=Frontier, FL=AirTran, HA=Hawaiian, NW=Northwest, SY=Sun Country, UA=United, US=US Airways,
WN=Southwest, VX=Virgin America.
3. Market includes Los Angeles, Burbank, Long Beach, Ontario, and Orange County airports.
4. Market includes Dulles, Reagan, and Baltimore airports.
5. Market includes O'Hare and Midway airports.
6. Market includes Dallas/Ft. Worth Airport and Love Field.
7. Market includes Bush and Hobby airports.
INTERNATIONAL SERVICE

Scheduled passenger air service is operated from SFO to international destinations in
most parts of the world. Figure 23 shows the major airports in Asia and the South Pacific that
were linked with SFO in November 2007 by scheduled air service. The Airport also has
scheduled nonstop service to Canada, Mexico, Central America, the United Kingdom, and
Europe.

The number of scheduled international departing seats at SFO in November 2007
represented the first time they have exceeded the level in November 2000 (see Figure 22).
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Between 2000 and 2003, partly in response to reduced demand for air travel, carriers cut
international capacity at the Airport by nearly 16 percent, with flights to all world areas except
the South Pacific affected. From 2004 to 2007, however, and particularly in the most recent two
years, the airlines restored the capacity that had been cut. The number of cities linked with SFO
by scheduled nonstop international service also increased, from 27 in November 2000 to 30 in
November 2007. There were 28 additional flights operated each week to international
destinations (12 more flights to the South Pacific, 7 to Mexico and Central America, 6 to Asia,
and 5 to Canada, but 2 fewer to Europe).

Figure 22
Weekly Scheduled International Departing Seats, by World Area
San Francisco International Airport
(for the second week in November)
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Figure 23
International Destinations in Asia and the South Pacific Served by
Scheduled Roundtrip Flights
San Francisco International Airport
(as of second week of November 2007)
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F. INTER-AIRPORT COMPETITION

Passenger services at SFO compete for traffic with services at other U.S. airports.
Competition for the domestic air traveler was traditionally based on the level of service (i.e.,
flight frequency and timing, number of stops, type of aircraft, level of on-board service) but, as
LCCs introduced service at many California airports over the past 20 years, price (the level of air
fares) has become a key competitive factor. By contrast, airlines compete for the international air
traveler primarily by funneling passengers to international flights at gateway airports such as
SFO. The Airport’s track record in competing for traffic in both of these arenas is discussed in the
narrative that follows.

COMPETITION FOR DOMESTIC PASSENGER TRAFFIC

Competition for the Bay Area’s domestic passenger traffic is waged in a number of ways.
The three Bay Area airports compete with each other for: a) service by LCCs and the stimulative
effect on traffic that they typically precipitate, b) share of the Bay Area’s domestic O&D
passenger market in general, and c) share of the passenger traffic to and from the five Los
Angeles Area airports. Each of these is discussed below.

Low-Cost Carrier Activity

Over the years, SFO has experienced a varying amount of LCC service. In November
2000, prior to Southwest’s departure from the Airport, 4.6 percent of departing seats were offered
by LCCs, in addition to the considerable low-fare capacity operated by Shuttle by United (see
Figure 24).3! In November 2006, by contrast, only 3.1 percent of departing seats at SFO were
operated by LCCs, with two-thirds of those operated by Frontier. In the spring and summer of
2007, three significant developments took place. In May, JetBlue initiated service at the Airport.
In August, Southwest returned to SFO after a six-year hiatus and the new LCC, Virgin America,
initiated service using SFO as its primary base of operations. The cumulative effect was that, by
November 2007, the LCCs’ share of SFO departing seats had quadrupled, from 3.1 percent to
12.1 percent. Southwest, Virgin America, and JetBlue accounted for 83 percent of that LCC
capacity, with Frontier, Sun Country, and AirTran making up the remainder.

Although the six LCCs together served 11 airports nonstop from SFO, LCC
concentration was even higher at the other two Bay Area airports in November 2007. At OAK,
three LCCs (Southwest, JetBlue, and ATA) provided 76 percent of all departing seats and served
30 airports nonstop. At SJC, four LCCs (Southwest, JetBlue, Frontier, and Sun Country) provided
54 percent of all departing seats and served 16 airports nonstop.

31. While some industry observers consider low-fare divisions of legacy carriers, e.g., United’s Ted or Delta’s defunct
Song, to be LCCs, they are not, and are not so categorized in this report. Neither is the now-merged US
Airways/America West entity so categorized.
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Figure 24
Total Departing Seats, by Carrier Grouping
San Francisco International Airport
(for the second week in November)
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Carrier Group
Carrier 2000 2006 2007
United' 238,508 196,847 196,039
Low-Cost Carriers 23,826 12,560 53,947
Southwest 13,860 24,112
Virgin America 15,645
JetBlue 5,250
Frontier 3,378 8,500 4,754
Sun Country 1,190 1,134 2,268
AirTran 1,918 1,918
Spirit 1,008
ATA 5,398
All Other 258,547 192,518 195,923
Total—All Carriers 520,881 401,925 445,909
Source: Official Airline Guide.
Note: 1. Includes United Express and Ted.

Southwest has set a high standard for other LCCs and, indeed, for the airline industry in
general. In 2006, the airline posted a profit for the 34™ consecutive year. For the third quarter of
2007, despite the weak domestic revenue environment, record high fuel prices, and expiring fuel
hedges, Southwest reported its 66™ consecutive quarterly profit. In November 2007, Southwest
operated 26 daily flights from SFO: 8 to LAX, 8 to San Diego, 7 to Las Vegas, and 3 to Chicago-
Midway, using Boeing 737 aircraft. By contrast, the airline operated 137 daily flights from OAK
and 75 daily flights from SJC.

After three years of legal and political wrangling, Virgin America finally received
approval to begin operations and made its inaugural flight from SFO to New York-Kennedy on
August 8, 2007. SFO serves as the airline’s primary base of operations, and its corporate
headquarters is located only a few miles south of the Airport. In November 2007, Virgin America
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operated 14 daily flights from SFO: 5 to LAX, 4 to Las Vegas, 3 to New York-Kennedy, and 2 to
Washington-Dulles, using Airbus A320 and A319 aircraft.

JetBlue’s market presence continues to expand, albeit at a more modest pace than in the
airline’s early years, as it focuses on strengthening its balance sheet following annual losses in
2005 and 2006. In November 2007, JetBlue operated 5 daily flights from SFO: 3 to New York-
Kennedy, 1 to Boston, and 1 to Salt Lake City, using Airbus A320 aircraft. By contrast, the
airline operated 12 daily flights from OAK and 2 daily flights from SJC.

SFO vs. OAK, SJC

The three Bay Area airports experienced considerable change in scheduled domestic jet
service between 2000 and 2007 (see Table I11.12).

Table lll.12
Comparative Trends in Domestic Scheduled Jet Service
San Francisco Bay Area Airports
(for the second week in November)

Number of Cities Served'" Weekly Scheduled Flight Departures
Change Change
Flight Distance 2000- 2006- 2000- 2006-
Airport 2000 2006 2007 2006 2007 2000 2006 2007 2006 2007
All Bay Area Airports 47 48 46 +1 -2 5,365 4,709 5,086 -656 +377
Long-Haul (>1,800 miles) 23 21 19 -2 2 1,200 1,005 1,064 -195 +59
Medium-Haul (600-1,800 miles) 13 15 15 +2 0 1,413 1,135 1,206 =278 471
Short Haul (<600 miles) 11 12 12 +1 0 2,752 2,569 2,816 -183  +247
Total, by Airport:
San Francisco 41 43 42 +2 -1 2,736 2,098 2,382 -638 +284
Oakland 20 26 26 +6 0 1,149 1,465 1,498 +316  +33
San Jose 25 19 20 -6 +1 1,480 1,146 1,206 =334 +60
By Airport, by Flight Distance:
Long-Haul (>1,800 miles)
San Francisco 21 18 17 -3 -1 919 708 789 211 +81
Oakland 5 11 10 +6 -1 63 208 175 +145 -33
San Jose 8 6 6 -2 0 218 89 100 -129  +11
Medium-Haul (600-1,800 miles)
San Francisco 9 13 13 +4 0 692 512 521 -180 +9
Oakland 8 8 9 0 +1 285 316 373 +31  +57
San Jose 10 7 7 -3 0 436 307 312 -129 +5
Short Haul (<600 miles)
San Francisco 11 12 12 +1 0 1,125 878 1,072 =247 +194
Oakland 7 7 7 0 0 801 941 950 +140 +9
San Jose 7 6 7 -1 +1 826 750 794 -76  +44

Source: Official Airline Guide.
Note: 1. Number of city markets served nonstop by at least 5 jet departures per week.

From November 2000 to November 2006, weekly flight departures in the Bay Area
declined 12 percent (down 656 flights). SFO and SJC lost 638 and 334 weekly jet flight
departures, respectively, while OAK gained 316 weekly jet flights. Over the same timeframe, the
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number of domestic city markets served increased by 6 and 2 at OAK and SFO, respectively,
while SJC lost service to 6 city markets.

From November 2006 to November 2007, weekly flight departures in the Bay Area
rebounded (up 377 flights), driven in large part by short-haul service at SFO. OAK and SJC
gained flights as well, but to a much lesser extent. SFO maintained its predominant share of long-
haul domestic flights to and from the Bay Area: the number of weekly long-haul domestic jet
flights operated at SFO (789) in November 2007 was nearly triple the combined total (275) of
long-haul flights at OAK and SJC.

Total Bay Area domestic passenger enplanements grew 2.0 percent per year, on average,
from FY1996 to FY2001, declined 16 percent in FY2002, and averaged 2.6 percent annual
growth from FY2002 to FY2007. SFO accounted for 50 percent of the 24.6 million domestic
passengers enplaned at the three Bay Area airports in FY2007; SJC and OAK boarded 21 and 29
percent, respectively, of the Bay Area total.

Because SFO accounts for about 84 percent of the total domestic connecting passengers
at the three Bay Area airports, a comparison of domestic O&D passengers provides a better
representation of each airport’s share of domestic air travel, by considering only passengers that
either originated or terminated in the Bay Area. Both SJC and OAK captured a greater share of
total Bay Area domestic O&D passengers in the first half of the 1990s, and it is widely thought
that SFO continued to lose share of that market in the latter half of the decade. In reality,
however, SFO’s share of total Bay Area domestic O&D traffic declined only slightly between
1995 and 2000. A major stabilizing factor was the introduction of Shuttle by United service at
SFO in 1994.

United discontinued Shuttle by United operations in November 2001 and that, combined
with the loss of Southwest operations at SFO and subsequent growth at the other Bay Area
airports, led to a subsequent decline in SFO’s percentage of Bay Area O&D passengers (see
Figure 25). It is worth noting that SFO’s shares of Bay Area medium-long haul and short-haul
domestic O&D traffic, which held steady through the 1990s and then declined significantly
through FY2004, edged upward in FY2007.
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Figure 25
Comparative Share of Bay Area Domestic O&D Passengers, by Haul
San Francisco International Airport
(fiscal years ended June 30)
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Source: DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and 298C T-1.

Approximately 8 percent fewer domestic O&D passengers departed from the three Bay
Area airports in FY2006 than during FY2001. SFO reported 21 percent fewer O&D passengers
during the time period, compared to a 14 percent drop at SJC and a 27 percent increase at OAK
(see Table I11.13).

In FY2007, SFO led the Bay Area airports in domestic O&D traffic growth with a 2.0
percent increase over FY2006, compared to a gain of 0.7 percent at OAK and a decline of 0.7
percent at SIC. In FY2007, SFO’s share of Bay Area O&D traffic (42.6 percent) was up slightly
from a year earlier.
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Table 1I1.13
Regional Trends in Domestic O&D Passengers’
San Francisco Bay Area Airports
(for the 12 months ended June 30; passengers in thousands)

AAG % Change
Airport 1996 2001 2006 2007 1996-2001 2001-2006 2006-2007
Bay Area Total 18,849 21,211 19,541 19,722 2.4% -1.6% 0.9%
San Francisco (SFO) 10,158 10,466 8,229 8,395 0.6 -4.7 2.0
Oakland (OAK) 4440 5,146 6,513 6,561 3.0 4.8 0.7
San Jose (SJC) 4251 5,599 4,799 4,765 5.7 -3.0 -0.7
Percent of Bay Area Total
San Francisco (SFO) 53.9% 493% 42.1% 42.6%
Oakland (OAK) 23.6 24.3 333 333
San Jose (SJC) 22.6 26.4 24.6 24.2

Source:
Notes:

DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and 298C T-1.
1. Total domestic O&D revenue passengers enplaned on scheduled domestic flights operated by both certificated and

commuter carriers. Excludes O&D traffic on charter flights and scheduled international flights, as well as all connecting

passengers.
Columns may not add to totals shown because of rounding.
AAG=Average annual compound growth.

The air passenger travel market in the Bay Area as a whole experienced a significant drop
in domestic airfares over the past six years. Passengers at SFO and SJC enjoyed reductions in
fares, while fares increased at OAK (see Table II1.14). We expect SFO fares to converge toward
fares at other Bay Area airports, although we do not expect them to reach parity, due to longer
trips and a higher usage of premium fares that will continue to characterize SFO traffic.

Table Il

14

Regional Trends in Domestic Average One-Way Fare Paid"

by Domestic O&D Passengers
San Francisco Bay Area Airports
(for the 12 months ended June 30)

Fiscal Per Domestic O&D Passenger
Year SFO OAK SJC
Average Fare Paid 2001 $228.38 $113.42 $158.10
2007 211.91 125.48 139.31
Change -16.47 12.05 -18.79
Average Passenger Trip 2001 1,636 838 1,061
(in miles) 2007 1,729 1,063 1,086
Change +93 +225 +25
Average Fare Yield 2001 14.0 13.5 14.9
(in cents per mile) 2007 12.3 11.8 12.8
Change -1.7 -1.7 2.1

Source:
Note:

DOT, Air Passenger Origin-Destination Survey, reconciled to Schedules T-100 and 298C T-1.
1. Average one-way fares are net of all taxes, fees, and PFCs, and exclude the dilutive effect of

passengers traveling on frequent flyer reward program tickets.
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Bay Area-Los Angeles Area Corridor

Total departing seats in the “California Corridor” (linking the Bay Area with the Los
Angeles Area) by airport pair, and in the case of SFO, by airline, are shown in Table III.15.
Between November 2000 and November 2006, total departing seats from SFO to the Los Angeles
Area fell by roughly one-third; the decline was primarily attributable to cuts by United to LAX,
Burbank, and Ontario. SFO’s share of Corridor seats declined from 32.5 percent to 27.2 percent.
Corridor capacity at SJC dropped as well (down nearly one-quarter) but was stable at OAK.

Table lll.15
Total Departing Seats from San Francisco Bay Are