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Fitch Ratings-New Y ork-20 November 2008: Fitch Ratings assigns an 'F1' to $90 million Airport
Commission, City and County of San Francisco, CA, San Francisco International Airport (SFO),
second series revenue notes, series 2008B AMT (subject to alternative minimum tax). Fitch also
affirmsits'A' rating on SFO's $3.9 hillion in outstanding debt. The Rating Outlook is Positive.

The 'F1' short-term rating reflects SFO's solid cash position totaling $548 million when including
the 2008B revenue notes reserve, contingency account, commercial paper capacity, and unrestricted
cash as of June 30, 2008. 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 they meet its obligations prior to the mandatory
redemption on Dec. 1, 2009. It is Fitch's expectation that this is a one-time action needed to address
the current market volatility and that management will continue its historical position of
maintaining balance sheet strength and a solid liquidity position in light of challenging operating
environments.

The series 2008B revenue notes are one-year notes with a mandatory redemption date set for Dec.
1, 2009. Proceeds of the 2008B revenue notes will be used to purchase and hold in trust all of the
$79.7 million in outstanding Issue 37B bonds, which are currently bank bonds. The placement of
the Issue 37B bonds in a trust allows for the preservation of bond insurance policies and existing
swaps. Airport management maintains the option to cancel the Issue 37B trust bonds or the option
to remarket the Issue 37B trust bonds out of the trust account to investors in a new interest rate
mode.

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 2008B notes, structured as
a bullet maturity on Dec. 1, 2009. 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 account to address the refinance risk. A failure to structure a take-out financing of the
series 2008B notes would pressure the airport's financia position.

The Positive Outlook, revised from Stable on Jan. 24, 2008, continues to reflect the overal
improved financia 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 reduce the airport's cost
per enplanement, which is budgeted at $13.20 in fiscal 2009, 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.

Passenger data for first quarter of fiscal 2009, when compared first quarter 2008, is up 4.8%. This
growth continued to build on a very healthy fiscal 2008 that resulted in strong enplanement growth
of 8.4% over fiscal 2007. Between fiscals 2003 and 2007 international air service grew at a robust
average annual rate of 7%, reflecting additional flights to Asia, South Asia, and throughout the
Pacific. Over that same period, domestic service grew at a 3% average annual rate, reflecting some
new low-cost carrier entrants that included JetBlue Airways (JetBlue Airways Corp.; long-term
Issuer Default Rating [IDR] 'B-'; Outlook Negative by Fitch), Virgin America, and a return of
Southwest Airlines (Southwest Airlines Co.; long-term IDR 'A-'; Negative Outlook).

While SFO has enjoyed solid levels and years of enplanement growth, announced seat capacity for



the third quarter of fiscal 2009 is expected to be reduced by about 5%. Many of these reductions
may be due to planned winter reductions in airline schedules and will likely be partially offset by
increasing load factors. Fitch will revisit the Positive Outlook during calendar 2009, with
expectations of more certainty regarding the depth of the economic downturn, airline passenger
demand, and a more complete feasibility study and financial model incorporating the new money
debt.

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 Areas 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). Offsetting credit factors include
SFO's high cost structure and to some extent, air service market share concentration (44%) in
United Airlines (long-term IDR 'B-"; Negative Outlook). This concentration is partially mitigated by
the high level of origination & destination (O&D) enplanements, which represents 73% of total
volume. Airport revenues derived from United Airlines represented only 25% of SFO's total
operating revenues.

Moderate competition does exist between SIC, OAK and SFO, which provide short to medium-haul
low-cost air service aternatives in the south and east bay. Fitch does not expect immediate changes
in SFO's total passenger enplanements related to the Frontier bankruptcy, representing 1.6% of
SFO's total enplanements and the recently announced merger between Delta (Delta Air Lines;
Long-term IDR 'B'; Negative Outlook) and Northwest Airlines, representing a combined 9% of
SFO'stotal enplanements. For a more detailed report, please see Fitch's full rating report issue dated
Jan. 24, 2008 available at 'www.fitchratings.com'.

The airport's $920 million five-year capital plan includes the potential for additional debt of
approximately $648 million and the use of $166 million in grants, $70 million in PFC funds, $16
million in construction fund cash, $15 million in operating funds, and $4 million in excess reserve
fund cash. While the addition of new debt could place upward pressure on the airport's cost
structure, management intends to take a phased-in demand-driven approach, which should moderate
and prevent any rapid cost escalation.
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