
FITCH RATES SAN FRANCISCO INT'L AIRPORT'S
 
(CALIFORNIA) $175MM REVS 'F1'
 

Fitch Ratings-New York-03 August 2009: Fitch Ratings assigns an 'F1' to $175 million Airport 
Commission, City and County of San Francisco, CA, San Francisco International Airport (SFO), 
second series revenue refunding bonds, series 2009 consisting of: 

--$92,500,000 series 2009A (Non-AMT/Private Activity); 
--$82,500,000 series 2009B (Non-AMT/Private Activity). 

Fitch affirms its 'F1' rating on $88.2 million in outstanding series 2008B, short term notes. Fitch 
also affirms its 'A' rating on $3.9 billion in outstanding debt. The Rating Outlook is Positive. 

This transaction is the result of management's decision to not move forward with the remarketing of 
Issue 34A&B that would have completed the conversion to non-alternative minimum tax (AMT) 
private activity bonds from AMT, as previously analyzed and stated by Fitch in a press release 
dated on May 21, 2009, 'Fitch affirms $442MM San Francisco (California) Int'l Airport Revs 'A', 
Positive Outlook'. 

The 'F1' short-term rating reflects SFO's solid cash position totaling $404 million when including 
the airports contingency account, commercial paper capacity, and unrestricted cash as of June 30, 
2009. The rating is also based on a revenue pledge which is on parity with the outstanding airport 
second series revenue bond debt. In addition, management has the necessary authorizations in place 
to allow for the issuance of refunding bonds and has exhibited the ability to execute a long-term 
financial strategy to ensure the airport meets its obligations prior to the mandatory redemption for 
the 2009 bonds in 2010. 

The series 2009A&B revenue bonds are one-year bonds with a mandatory redemption date set for 
Sept. 3, 2010. Proceeds of the 2009 revenue bonds will be used to purchase and hold in trust all of 
the $175 million in outstanding Issue 34A&B bonds. The trust will be under the control of SFO and 
provides some near term protections to volatile interest rate weekly resets, as experienced 
immediately after the downgrade of the bond's liquidity provider. By establishing the trust the 
associated standby bond purchase agreement and bond insurance policy will remain in place. The 
amortization schedule on the Issue 34A&B bonds will remain the same while in the trust. Airport 
management maintains the option to either cancel the Issue 34A&B trust bonds or to remarket the 
trust bonds out of the trust account to investors in a new interest rate mode. In the event there is a 
failed remarketing, the Issue 34A&B trust bonds have additional liquidity support provided by the 
standby bond purchase agreement that expires in 2013. 

As both trustor and beneficiary of the trust, the airport is held neutral with regard to the trust itself, 
but is exposed to the risk associated with the payment or refinance of the entire $175 million in 
outstanding 2009A&B bonds, structured as a bullet maturity on Sept. 3, 2010. This exposure is 
mitigated to some degree by the standby bond purchase agreement and the ability to remarket the 
bonds. Nonetheless, this issuance increases the airports exposure to mandatory tenders over the next 
several years with a total of $88.2 million due later in 2009, $275 million in 2010, $100 million in 
2011 and $26.7 million in 2012. Of the upcoming $490 million airport revenue bonds and notes that 
are subject to staggered mandatory tender dates (including the 2009A&B bonds) through 2012, 
36% have external liquidity support. 

Airport management is currently evaluating the costs and benefits for a potential issuance of 
roll-over notes, fixed-rate debt, or a remarketing the bonds out of the trust accounts to address the 
refinance risk. A failure to structure a take-out financing for either the 2008A&B notes or the 
2009A&B bonds could result in a weakened balance sheet and a higher cost structure for the 
airlines placing pressure on the airport's long-term underlying rating. 



Management has reduced its exposure to variable-rate debt to approximately 15% of the airport's 
$3.9 billion outstanding debt, down from 20% in the early part of 2008. Approximately 9% is 
synthetically fixed. The interest rate and term-out risk for the variable-rate debt is relatively low 
given the airport's sufficient available resources to accommodate any increased principal and 
interest requirements over the near term. In total, the airport has four standby bond purchase 
agreements and two letters of credit that provide liquidity for Issues 34A&B, Issues 36A-D, and 
Issues 37A-D. The terms of the various liquidity providers all vary with expiry dates that range 
from 2009-2015. In general all agreements each have stipulated cure periods, and bank rates that 
step up over time and eventually become term loans in a bank bond scenario. Fitch fully expects 
management to address any failures in remarketings prior to the variable rate debt portion impacting 
the airport's overall financial health. . 

The Positive Outlook, which was revised from Stable on Jan. 24, 2008, continues to reflect the 
overall improved financial picture and the positive operating trends experienced at the airport. 
These trends have continued despite a slowing economy and the reduction of airline capacity across 
the region and nation. To date, SFO has been a net beneficiary of adjustments made by the airlines 
at the Oakland International Airport (OAK) and Norman Y. Mineta San Jose International Airport 
(SJC). Furthermore, management continues to improve airport profitability and better control the 
airport's cost per enplanement, which is budgeted at $14.79 in fiscal 2010, down from a high of 
$19.62 in fiscal 2003. The Outlook also incorporates the potential for the addition of approximately 
$648 million in new debt, which, given interim debt repayment and revenue growth is not expected 
to substantially change the financial and debt metrics at SFO. 

The 'A' rating captures SFO's importance as a regional transportation provider for long-range 
domestic and international air service, as well as the San Francisco Bay Area's significant 
population base (in excess of 7 million), high wealth levels and diverse economy, which support the 
strong passenger demand for service. Additional strengths include SFO's stable and strong balance 
sheet and healthy financial operating ratios (44% for fiscal 2008). Credit challenges include the 
weakening economy and airline industry that can pressure airport financial results, SFO's high cost 
structure and to some extent, air service market share concentration (40.6%, including United 
Express and Sky West) in United Airlines (long-term Issuer Default Rating 'CCC' by Fitch). This 
concentration is partially mitigated by the high level of origination & destination (O&D) 
enplanements, which represents 76% of total volume. Airport revenues derived from United 
Airlines represented only 22.7% of SFO's total operating revenues. 
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