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San Francisco Airport Commission, CA 
New Issue: Moody1s assigns A1 to San Francisco's (CA) Series 
2017A, 8, C, D and 2018A Airport Rev. Bonds; outlook stable 

Summary Rating Rationale 
Moody's Investors Service assigns an A 1 to the San Francisco Airport Commission (SFO), 
CA's Series 2017A, B, C, D and 2018A Second Series Revenue and Refunding Bonds in 
the aggregate amount of $907.3 million and affirms outstanding parity bonds at A 1 and 
subordinate commercial paper (CP) at AZ. The rating outlook is stable. Prior to the current 

issue airport's parity debt outstanding is $4.758 billion. 
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Source: Moody's Investors Service Municipal Financial Ratio Analysis Database 

The A1 rating and the stable outlook are based on SF O's sustained strong and growing 
market position for air travel in the San Francisco Bay Area and track record of sound 
operational and financial management. including the execution of complex capital 
projects on schedule and within budget While SFO's large primarily debt financed capital 
improvement program (CIP) contributes risk, the rating and stable outlook continue to 
be supported by the airport's rapidly growing enplanements relative to other US airports, 
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very strong economic growth in its service area that supports the 4th largest origination and destination (O&D) passenger base in 
the US, an increasingly diversified carrier base with continued service additions, stable debt service coverage ratios (DSCRs), rapidly 
amortizing debt, a strong liquidity position and reduced variable rate exposure. Offsetting these strengths are already high and 
increasing debt levels as the airport implements its $7.4 billion CIP funded with $6.5 billion in airport revenue bonds through 2022 and 
on-going construction and execution risks, though management has identified significant mitigants against cost escalation. Also, SFO 
has demonstrated an ability to manage and deliver complex capital programs ahead of schedule and within budget using a design-build 
methodology. 

Under SFO's base case forecast by 2023 airline costs per enplanement (CPE) will rise to approximately $26.42, debt per enplanement 
to approximately $325 .32 and per origination and destination (O&D) enplanement to $407.41. 

Key to maintaining the stable outlook is sustained growth in the service area economy and the airport's plan to absorb and support the 
expected additional $6.5 billion of additiona l debt through 2022 as $1.3 billion of outstanding debt is amortized. The CIP is modular in 
design and the airport has identified several projects that could be deferred or sca led back, thus al lowing the airport to cut $1.1 billion in 
CIP Phase 1 projects and associated debt if traffic, revenue and cost targets are not achieved. 

Credit Strengths 

» Large, affluent, diverse and growi ng service area economy and status as a premier domestic and international tourist destination 
provides strong demand for O&D traffic 

» Strong enplanement growth due to growt h of operations by United, some new carriers and six low cost ca rri ers (LCCs). LCC service, 
accounting for approximately 21% of total enplanements, has increased domestic competition, which reinforces the airports 
strength compared to other Bay Area airports because of its international connectivity advantage 

» Ten-year airline use and lease agreement through 2021 maintains residual rate-making and provides for increased gate utilization 
and common use gates, but also allows airlines to downsize leased space 

» Concession revenues have doubled over the last 10 years as faci li ties have been upgraded and expanded and will continue to grow 
with modernization of Terminal 1 and Terminal 3 as part of the CIP 

» Outstanding debt amortizes quickly with $1.1 billion paid by 2021 and $2.3 billion paid by 2026 

» Variable rate debt has decreased and aher this issue will be reduce to 6% from 10% of tota l debt outstanding aher the current 
issuance 

Credit Challenges 

» 	 Very large primarily debt-funded CIP wi ll increase airline costs and add construction risk as well as operating risk due to relatively 
constrained space for construction, though the airport has a proven track record of delivering large complex projects on schedule 
and budget 

» 	 Revenues remain reliant on United, accounting for 24% of total operating revenues and 44% of enplanements in FY 2016 

» 	 Debt levels and cost structure are above Moody's US airport medians and will rise even higher, but will rema in consistent with 
international gateway airports. Increased CPE due to the planned CIP debt could reduce SFOs competitiveness relative to other 
service area airports 

» 	 Competition from other Bay Area airports and capacity constraints at SFO may limit future passenger growth, though SFO has 
retained and slightly increased its market share and is well positioned to capture the majority of international passenger growth 
in the service area due to its terminal and larger federal inspection service (FIS) facilities. In FY 2016 SFO has a 94% share of 
international passengers relative to Oakland and San Jose 

This publication does not announce a credit rating action. For any credit ratings referenced in th is publication, please see the ratings tab on the issuer/entity page on 
\vww.moodys.com for the most updated credit rating action information and rating history. 
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» Exposure to an economic slowdown in Asia, with roughly half of the international passengers (international passengers account for 
22% of the airport total) arriving on Trans-Pacific routes, though growth in European markets has accelerated 

» The current airline agreement expires in 2021, just as airline costs wi ll peak due to the added debt for the CIP 

Rating Outlook 
The stable rating outlook reflects our expectation that enplanements will continue to steadily increase at or above the previously 
forecast rate of 2.2% average annual growth through 2023; financial margins and liquidity will remain healthy and the airport will 
manage costs and maintain financial liquidity as it implements a largely debt-fi nanced $7.4 billion CIP. The stable outlook also is 
based on maintaining competitive costs with international hub airports and retain ing service area market share due to SFOs regional 
connectivity advantage as an international gateway. A negative sh ift in the fundamental drivers of the airport service area economy 
that would dampen demand for air travel, as well as sustained debt per O&D enplanement sign ificantly above $400 would place 
downward pressure on the rating. 

Factors that Could Lead to an Upgrade 

» 	 Sign ificantly higher than fo recasted growth in passengers and increased revenue and liqu idity could have a positive cred it impact, 
though an upgrade is unlikely during the period that the new debt-financed CIP is being financed and implemented. 

» 	 Continued service additions by carriers that diversify the airport's revenue base and reduce its reliance on United Airl in es for 
passenger traffic also cou ld have a positive credit impact. 

Factors that Could Lead to a Downgrade 

>> 	 Negative trends in the fundamental drivers of the service area economy that would reduce demand for long-haul and international 
air service. · 

» 	 Slower than forecast traffic and revenue growth or increased or accelerated debt issuance that reduces the ai rports 
competitiveness relative to other airports would exert downward rating pressure, as would downsizing of operations by United. 

» 	 Debt per enplanement and O&D enplanement significantly above current projected peak levels as well as DSCRs sustained below 
1.3x on a bond ordinance basis and 1.1x excluding allowed contingency fund transfers. 

Key Indicators 

Exhibit 2 

Key Indicators 

2012 2013 2014 2015 2016 

Blplanement Annual G-owth (%) 	 8.0 4.0 3.2 4.5 6.7 

Debt Out&anding ($'000) 	 4,062,265 3,906,395 4,204,425 4,496,390 4,234,725 

Debt to Operating Rlvenues (x) 	 5.4 5.1 5.2 5.3 4.7 

Debt fu O& D Blplanoo Ri.<miger ($) 	 224 204 212 230 205 

Days CaSl on Hand ('000) 	 205 205 205 205 

Total Coverage E\t Net Rlvenues (x) 	 1.16 1.13 1.04 1.18 1.09 

Source: /11oody's Investors Service 

Recent Developments/Detailed Rating Considerations 
In 2016 the airport has significantly expanded and in 2017 reframed the scope of its $7.4 billion CIP, with $6.5 billion expected to be 
bond-funded. The CIP reflects completion costs of some projects currently under construction, and estimated total costs for projects 
yet to be fully designed and initiated. A total of $1.2 bi ll ion has been funded through the end of FY 2017, which is included in the $7.4 
billion CIP. Over half of the expended CIP, named the Ascent Program, is for terminal improvements, and includes the add iti on of 24 
new gates at Terminal 1 (T1) to alleviate capacity constraints at that terminal, as well as seimsic, gate and building improvements at 
Terminal 3 (T3) and a secure passenger connector between Terminals 2 (T2) and T3. Additional projects include expansion of long-term 

4 October 2017 San Francisco Airport Commission, CA: New Issue: Moody's assigns A1 to San Francisco's (CA) Seri es 2017A, B, C, D and 2018A Airport Rev. Bonds; 
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parking facilities, and improvements to airport security infrastructure. Most significantly the Ascent Program removes the $540 million 
consolidated car rental facility expansion project and adds $600 million in contingency reserves to the program budget. The program 
retains some modularity and SFO has the ability to defer $1.1 billion in projects and reduce related debt financing. However, under the 
2017 base case financial forecast debt will increase the airport's CPE to $26.28 and debt per O&D enplanement will increase to $407.41 
by 2023 from $16.52 and $204.51, respectively in FY 2016. In a stress scenario where the airport loses 10% of tota l enplanements in 
2018, and takes no actions to reduce expenses or otherwise improve its financial position, the CPE would rise to $30.31, which would 
be among the highest for an international gateway airport. 

Fiscal year 2016 enplanements grew 6.7% following 4.5% growth in FY 2015. Unaudited FY 2017 enplanements are 4.9% above FY 
2016. Enplanement growth has exceeded forecasts over the last few years, with current enplanement levels not predicted to be reached 
until 2021 according to the 2014 forecast. Growth in international enplanements has contributed significantly to the overall strong 
enplanement increases, particularly to Asian markets. International enplanements grew by 9.5% and by 10.1% in FY2016 and FY2017 
respectively. 

In calendar year 2016, a number of airlines, among them Virgin America, Air Canada, and United Airlines, added new domestic and 
international destinations. 

In calendar year 2017, 20 new domestic routes or increased service have been announced by Alaska Airlines, Virgin America, Delta 
Airlines and Southwest Airlines, among others. Seven new international routes in calendar year 2017 included Alaska Airlines flight to 
Mexico City, Cathay Pacific increased service to Hong Kong, and United Airlines flight to Munich, Germany. 

The 2017 traffic and revenue forecast assumes 1.9% compound annual growth (CAGR) in enplanements through 2023, which we think 
is relatively conservative given the 4.6% five year CAGR and the 4.7% 10-year CAGR achieved from 2007 to 2017. San Francisco's 
regional market share relative to competing airports in San Jose and Oakland remains strong at 69% in 2016, though slightly down 
from 70% in 2015. 

Revenue Generating Base 
According to the August 2017 Moody's Economy.com report, the San Francisco area economy is one of the strongest in the nation and 
growth is expected to remain robust. It is the second most populous area in California and the fifth in the US. Technology, biotech and 
finance industries attract hig hly educated and well compensated work force which also contributes to the rising prices in the real estate 
market. 

Professional services, a highly important sector to expanding economies, continues to show strong improvement well above in US 
average, as well as strong growth in the biotech and finan ce industries. All of these industries are creating strong job growth that will 
spill over into housing demand as well as demand for local goods and services. 

The median family income and the per capita income of the area are significantly above the state and US averages at 134% and 150%, 
respectively. The unemployment rate in Bay Area is currently below 4% and in the city of San Francisco is even lower, below 3%. The 
area counts Alphabet (Google), Apple, Inc. and Intel Corporation amo ng its largest employers, along with Kaiser Permanente, the 
largest managed healthcare company in the US. 

San Francisco remains a popular tourist destination welcoming over 25.2 million visitors in 2016. It is the fifth most visited US city by 
international visitors, which helps fuel robust growth in international enplanements. The planned expansion of the Moscone Center to 
be completed by the end of 2018 is expected to add over one million visitors annually. San Francisco hotel occupancy rate is also well 
above the US average. 

Operational and Financial Performance 
Fiscal year 2016 operating revenues increased over 6.3% and expenditures increased 3.7%. Concession, parking and ground 
transportation revenues went up 1.9% and 9.1%, respectively. Growth in ground transportation revenues was driven by very strong 
growth in transportation network company (TNC) fees. Aviation revenues rose 6.6% due to higher rental rates and landing fees under 
the residual rate-making methodology. The FY 2016 total airport average CPE of $16.52 is up slightly from $16.00 FY 2015 and CPE is 
expected to remain flat at $16.46 in FY 2017, and slightly lower than previously forecast. While above our medians for A1 rated airports 
($11.05) it is consistent with costs for international gateway airports and we note that SFO's estimated overall CPE for domestic airlines 

4 October 2017 San Francisco Airport Commission, CA : New Issue: Moody's assigns A 1 to San Francisco's (CA) Series 2017 A, B, C, D and 2018A Airport Rev. Bonds; 
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is $11 .75 and LCC is $10.68 versus in the low $30s for international airlines. By comparison, OAK is at $10.60 and SJO at $10.90, but 
these are both primarily domestic markets. 

LIQUIDITY 

Liquidity levels remain steady due to operating surpluses from strong growth in concession revenues from new concessions in the 
international terminal and renovated portions of T3, and moderate growth in expenditures. Fiscal 2016 days cash on hand was 354 
excluding unrestricted PFC fund balances wh ich may be applied to eligible project and debt service. 

Debt and Other Liabilities 
DEBT STRUCTURE 

Outstanding debt amortizes qu ickly with $1.1 billion repaid by 2021 and $2.3 billion by 2026, opening capacity for the planned 
$6.5 billion in add itional CIP debt to be issued by 2022. After the current issue variable rate debt will decrease to 6% of total debt 
outstanding. With the full CIP additional debt annual debt service will more than double to $885.8 million by 2023. 

DEBT-RELATED DERIVATIVES 

As of August 31, 2017, the commission had swaps outstanding in the total notional amount of $462.465 million. The associated 
variable rate obligations were issues 36A, 36B, 36C, 37B, 37C, and Series 2010A. The current transaction will refund series 36 A, B, and 
C into fixed rate debt and terminate the swaps associated with these transactions. The cost of related swap termination payments was 
approximately $14 million on August 31, 2017. 

Strong internal liquidity and commercial paper program backed by letters of credit (LOC) provides a significant offset to the additional 
financial risks such as basis risk, amortization mismatch, and market access risk associated with the airports $461 million swap 
portfolio. The portfolio had a current market va lu e of $461 million in favor of the counterparties of $69.3 million as August 31, 2017. 

PENSIONS AND OPEB 

Our adjusted net pension liability for the airport in FY2016 was $733.1 million. This represents 89% of FY2016 operating revenue and 
about 15% of the total adjusted debt outstanding. Th e financia l impact of unfunded pension liabilities and OPEB on this issuer are 
minor and thus are not currently a major factor in our assessment of its credit profile. 

Management and Governance 
SFO is owned and policed by the City and County of San Francisco. The airport commission is responsible for the operation and 
management of the Airport, which is an enterprise department of the city. Under the City Charter, the commission is responsible for 
the operation and management of the airport. The commission consists of five members appo inted by the mayor of the city 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 but only for official misconduct. 

Senior management is led by the airport 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. 

Legal Security 
The bonds are secured by net airport revenues on parity with all outstanding second series senior lien obligations. Commercial Paper is 
subord inate to senior bonds. The Series 2017Aand Bbonds will be secured by the pooled Original Reserve Account which is required 
to be funded at maximum annual debt service (MADs) . The Series 2017 Cand Dand Se.ries 2018A bonds by a new debt service reserve 
fund (DSRF) . The DSRF will be fully cash-funded at indenture required levels with the current issue. 

Use of Proceeds 
The airport is issuing $907.3 million of bonds. Series 2017Aand 2017B in aggregate amount of $584.02 million will be used to fund 
capital projects and take out commercial paper; Series 2017C in the amount of $46.175 million will fund a contingency account and a 
provide for a swap termination payment; Series 20170 planned in the amount of $150.97 million wi ll be used to refund series 36A, B, 
Cof the currently variable rate debt outstanding with the fixed rate debt. Additionally, $126.135 million of the Series 2018A is being 
issued to advance refund series 34E for February 1, 2018 delivery. 

4 October 201 7 San Francisco Airport Commission, CA: New Issu e: Moody's as signs Al to San Francisco 's (CA) Series 2017A, B, C, D and 201 8A Airport Rev. Bonds; 
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The transaction will decrease the commission's exposure to variable rate debt and provide a contingency fund to strengthen the credit 
profile. 

Obligor Profile 
San Francisco International Airport is an international airport located 14 miles south of downtown San Francisco, California. It has 
flights to points throughout North America and is a major gateway to Europe and Asia. 

SFO is the largest airport in the Bay Area and the second busiest in California, after Los Angeles International Airport. In 2015, it was 
ranked the seventh busiest and the third largest O&D airport in the US. SFO is United Airlines' fifth largest hub and primary transpacific 
gateway. United accounts for 44% of passengers in 2016 compared to 52% in 2007 and the airli ne has its sole maintenance hub at 
SFO. The airport is served by 52 passenger airlines, including five LCCs that collectively provide nonstop service to 84 domestic and 49 
international destinations. 

Other Considerations: Mapping to the Grid 

The grid is a reference tool that can be used to approximate credit profiles in the airport sector in most cases. However, the grid 
is a summary that does not include every rating consideration. Please see our Publicly Managed Airports Rating Methodology for 
information about the limitations inherent to grids. 

The grid indicated rating is the same as the assigned rating. 

Exhibit 3 

Publicly Managed Airports Methodology Scorecard Factors 

Factor Sublactor Score Metric 

1. Market Position a) Size of Service Area (millions) Aaa 6.1 

b) Economic Strength and Diversity of Service Area Aaa 

c) Competition for Travel A 

2. Service Offering a) Total Enplanements (millions) Aaa 25.6 million 

b) Stability of Traffic Performance Aaa 2.60% 

c) Stability of Costs Ba 

d) Carrier base (Primary Carrier as% of Total Enplanements) A 43.80% 

3. Leverage and Coverage a)Debt Service Coverage by Net Revenues Baa 1.09x 

b)Debt in USD per O&D Enplaned Passenger A $204.51 

Metric Notch 

4. Liquidity Days Cash on Hand 0 

5. Connecting Traffic O&D Traffic 0 

6. Potential for Increased Leverage -1 

7. Debt Service Reserves 0 

Scorecard Indicated Rating: A1 

Source: Moody's Investors Service 

4 October 2017 San Fra ncisco Airp ort Commiss ion, CA: New Iss ue: Moo dy"s assigns A1 to San Francisco's (CA) Seri es 2017A, B, C, D and 201 8A Airpo rt Rev. Bond s; 
outlook stabl e 

6 



MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE 

Methodology 
The principal methodology used in th is rating was Publicly Managed Airports and Related Issuers pub lished in November 2015. Please 

see the Rating Methodologies page on www.moodys.com for a copy of this methodology. 


4 October 2017 San Francisco Airport Commission, CA : New Issue : Moody's assigns A1 to San Francisco's (CA) Serie s 2017A, B, C, D and 2018A Airport Rev. Bonds; 
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Ratings 

Exhibit 4 

SAN FRANCISCO AIRPORT COMMISSION, CA 
Issue Rating 
San Francisco International Airport Second Series Al 
Revenue Bonds Series 2017A (Amt) 

Rating Type Underlying LT 
Sale Amount $346,2B5,000 
Expected Sale Date 10/11/2017 
Rating Description Revenue: Government 

Enterprise 
San Francisco International Airport Second Al 
Series Revenue Bonds Series 2017B (Non-AMT/ 
Governmental Purpose) 

Rating Type Underlying LT 
Sale Amount $237,735,000 
Expected Sale Date 10/11/2017 
Rating Description Revenue: Government 

Enterprise 
San Francisco International Airport Second Series Al 
Revenue Bonds Series 2017C (Taxable) 

Rating Type Underlying LT 
Sale Amount $46,175,000 
Expected Sale Date 10/11/2017 
Rating Description Revenue: Government 

Enterprise 
San Francisco International Airport Second Series Al 
Revenue Refunding Bonds Series 2017D (AMT) 

Rating Type Underlying LT 
Sale Amount $150,970,000 
Expected Sale Date 10/11/2017 
Rating Description Revenue: Government 

Enterprise 
San Francisco International Airport Second Series Al 
Revenue Refunding Bonds Series 2018A (AMT) 

Rating Type Underlying LT 
Sale Amount $126,135,000 
Expected Sale Date 10/11/2017 
Rating Description Revenue: Government 

Enterprise 
Source: Moody's Investors Service 
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