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Summary:
San Francisco International Airport, California;
Airport

US$90. mil Second ser rev nts (San Francisco Intl Arpt) ser 2008B due 11/01/2009
Short Term Rating SP-1+ New

San Francisco City & Cnty Arpt Comm, California
San Francisco Intl Arpt, California

San Francisco City & County Airport Commission (San Francisco International Airport) rfd ser 1986

Unenhanced Rating A(SPUR)/Stable Affirmed

Rationale

Standard & Poor's Ratings Services assigned its 'SP-1+' rating to the San Francisco City and County Airport
Commission, Calif.'s $90.0 million series 2008B revenue notes, issued for the San Francisco International Airport
(SFO). The 2008B notes will purchase and hold in trust all of the $79.7 million issue 37B bonds sold earlier this
year, as well as fund a separate reserve account for the 2008B notes.

Additionally, Standard & Poor's affirmed its 'A' underlying rating (SPUR) on SFO's $3.9 billion outstanding
senior-lien revenue bonds. The ratings reflect the continued strength of the air travel market in the San Francisco
Bay Area, which is partially offset by market concentration in a financially weak air carrier as well as near- and
long-term financial and operational pressures faced by the commission. Given these pressures, the requirement to
meet the mandatory redemption schedule associated with the 2008 A notes and the short maturity on the 2008B
notes, should the available cash balance be drawn below current levels or other liquidity measures decline, a

downgrade could result.
Overall, the ratings reflect the following credit strengths:

¢ Management's actions to cut costs aggressively and realign revenues and expenses in fiscals 2002-2008, reducing
the cost per enplaned passenger to approximately $13 in fiscal 2008 from a high of $20 in fiscal 2003, and to
diversify and expand service, with domestic low-cost-carrier scheduled seats increasing to 12% of total seats in
fiscal 2008 from 3% in fiscal 2007;

* A strong, high-yield origin and destination (O&D) market (73 % of enplaned passengers), with virtually no
competition for international passengers but some competition from other regional airports for domestic
passengers; and

A large, international hub designation, with historically strong international traffic growth and capacity for
expanded service.

These strengths are somewhat offset by the following weaknesses:

* High costs, with the cost per enplaned passenger at $13.20 and debt per enplaned passenger at $212 in fiscal
2008;
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e The weak credit quality of and continued concentration in the airport's primary carrier, United Air Lines Inc.
(B-/Negative/--), with a 43.7% market share including code-sharing affiliates in fiscal 2008; and
* A significant five-year capital improvement program totaling $919 million, of which $648 million the commission

expects will be debt financed.

The notes are secured by the net revenues of the airport on parity with SFO's outstanding senior-lien bonds and
2008A notes. There will be no credit or liquidity facility in place to pay the purchase price of the 2008B notes upon
mandatory tender or mandatory redemption. SFO currently has $3.9 billion in outstanding senior-lien debt. As of
Oct. 31, 2008, SFO had $290.1 million in unrestricted cash and investments, equal to 353 days' operations, 103%
of annual senior debt service, or about 7% of total debt. The airport is authorized to issue up to $200 million in

commercial paper (CP) notes; currently, $81.5 million in CP is outstanding.

The proceeds from the notes will purchase the issue 37B bonds and put them in trust; this will preserve the FSA
insurance on the bonds and allow the interest rate swap associated with the bonds to remain in place. The
counterparty on this swap is Merrill Lynch Capital Services Inc. The reserve for the 2008B notes will be funded at
10% of par. At maturity the commission intends to issue long-term fixed-rate bonds; depending on market
conditions, the commission, alternatively, could continue to remarket the notes or remarket the issue 37B trust

bonds. The commission has already received all approvals for the take-out financing.

In fiscal 2008, 18.4 million passengers were enplaned at the airport, an 8.4% increase over fiscal 2007 enplanements
of 17.0 million. SFO was the 13th most active airport in the U.S. for both total passengers served and air cargo
tonnage in 2007. The airport is a large hub, and O&D passengers account for 73% of the total traffic. Historically,
the large, wealthy service area (7 million people) has provided a solid traffic base, and the area serves as a popular

tourist destination.

In fiscal 2008, international traffic enplanements grew by 5.1% to 4.6 million, exceeding the previous peak level of
4.3 million in fiscal 2007. Domestic traffic increased an impressive 9.5% in fiscal 2008 to a total of 13.8 million
enplaned passengers, but this was still 15.6% lower than the peak levels of fiscal 2001. International passengers
represent approximately 25% of the airport's passengers but more than 40% of airline revenues. In fiscal 2008,
United (including Ted) and United Express accounted for 43.7% of total enplanements, American Airlines held the
second-largest market share at 9.3%, and Delta Airlines held the third largest at 4.5%. Primarily driving the
impressive growth in domestic enplanements was the introduction of service in fiscal 2008 by three low-cost carriers
-- Southwest Airlines, JetBlue, and Virgin America -- that nearly quadrupled the percentage of low-cost carrier seats
at the airport to 11.7% in fiscal 2008 from 3.4% in fiscal 2007.

According to a Jacobs Consultancy forecast completed in January 2008, enplanements were expected to reach 22.4
million in fiscal 2013. In this forecast, traffic was expected to grow 9.1% in fiscal 2008, 6.4% in fiscal 2009, 3.9%
in fiscal 2010, and then 3.1% per year on average in fiscals 2011 through 2013. However due to airline industry
stress resulting from high fuel costs, increased operating expenses, potential airline consolidations, and economic
climate concerns, airlines have trimmed their schedules throughout the U.S., and these recent capacity reductions by
the airlines will make achievement of SFO's previously forecasted enplanement levels highly unlikely. According to
published airline schedules, the total number of flights (arrivals and departures) at SFO in the fourth quarter of
2008 were 3% lower than fourth quarter 2007. SFO, however, did fare better than the national system of arrivals
and departures as a whole, which suffered a 10% decline. Information on the impact of the flight reductions on

forecasted enplanements, costs, and debt service coverage is not available at this time. Standard & Poor's expects
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that enplanements will decline from forecasts, perhaps significantly, and that either cost per enplanement will
increase and/or debt service coverage could be lower than these forecasts. We will closely review the data when it is
made available.

UAL Corp., the parent company of United Air Lines, which filed for protection under Chapter 11 of the U.S.
Bankruptcy Code in December 2002, emerged from bankruptcy in February 2006. United has four significant leases
with the airport: a lease and use agreement covering terminal rentals that expires June 30, 2011; a lease for the
maintenance and operation center (a major private aircraft maintenance facility); a lease for a three-story office
complex that expires June 30, 2011; and a lease for the ground service equipment/flight kitchen facilities that expires
Aug. 31, 2021. All payments under the leases are current.

The effects of the recession and Sept. 11, 2001, with the resulting significant decline in enplanements and revenues,
have pressured financial operations. The large increase in debt expenses for the international terminal and near-term
master plan, combined with aggressive, but unrealized, estimates of revenue, created budget deficits in both fiscals
2001 and 2002. Although to some degree anticipated, debt service coverage as calculated in the indenture (including
rolling coverage) has declined to an adequate 1.46x in fiscal 2008 from a good 1.60x in fiscal 2000. Management
previously projected it will remain at approximately 1.4x through fiscal 2013, calculated in accordance with the
indenture giving credit to amounts in the contingency account and to pledged passenger facilities charge revenues;
updated forecasts are not available at this time. Excluding the transfer from the contingency account, coverage
declined to 1.13x in fiscal 2008 from 1.23x in fiscal 2000.

The commission staff has approved a five-year capital plan covering fiscals 2009 through 2013. This plan, which
totals approximately $919 million, includes approximately $648 million in projects that will require the issuance of
new debt. The capital plan includes projects for safety, security enhancements, airfield improvements, groundside
and customer service functions, environmental mitigation, utilities infrastructure upgrades, and seismic retrofit of
certain facilities. In previous forecasts, management estimated that the additional debt would increase the cost per
enplanement by $1.83. The airport is currently updating the capital plan through fiscal 2014, which will include the
$383 million renovation of Terminal 2 Boarding Area D.

SFO has been assigned a Standard & Poor's Debt Derivative Profile (DDP) overall score of '2' on a four-point scale,
where '1' represents the lowest risk. The overall score of '2' reflects that the airport's swap portfolio represents a

low credit risk at this time.

Outlook

The stable outlook on the long-term rating is based on our expectation that United Air Lines will continue to
operate a major hub at SFO, generating results in line with the commission's previous financial forecasts. Should the
available cash balance be drawn below current levels and/or significant reductions in debt service coverage or
increases in cost per enplanement occur, a downgrade could result. Prudent implementation of a capital plan that

maintains current estimates of additional indebtedness will also be an important rating factor going forward.

Ratings Detail (As Of November 17, 2008)

San Francisco City & Cnty Arpt Comm, California
San Francisco Intl Arpt, California
San Francisco City & Cnty Arpt Comm (Intl Arpt) sec ser var rate rev rfdng bnds (Amt) ser 36A
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Ratings Detail (As Of November 17, 2008) (cont.)

Long Term Rating AAA/A-1+ Affirmed
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (Intl Arpt) sec ser var rate rev rfdng bnds (Amt) ser 36B
Long Term Rating A+/A-1 Affirmed
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (Intl Arpt) 2nd ser VRDB ser 37A (FSA)
Long Term Rating AAA/A-2/Watch Neg Affirmed
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (Intl Arpt) 2nd ser VRDB ser 37B (FSA)
Long Term Rating AAA/A-2/Watch Neg Affirmed
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (San Francisco International Airport) arpt (wrap of insured) (FGIC) (MBIA - SEC MKT)
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (San Francisco International Airport) arpt (ASSURED GTY)
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (San Francisco International Airport) arpt 2nd (wrap of insured) (MBIA) (ASSURED GTY - SEC MKT)
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (San Francisco International Airport) VRDB ser 34B (ASSURED GTY)
Long Term Rating AAA/A-1/Stable Affirmed
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (San Francisco International Airport) VRDB Ser 34A (ASSURED GTY)
Long Term Rating AAA/A-1/Stable Affirmed
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (San Francisco International Airport) (wrap of insured) (FGIC & FSA) (SEC MKT)
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (San Francisco International Airport) (wrap of insured) (MBIA & FSA) (SEC MKT)
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (San Francisco International Airport) 2nd ser rev rfdng bnds ser 34 C,D,E & F due 05/01/2029
Long Term Rating A/Stable Affirmed

San Francisco City & Cnty Arpt Comm (San Francisco International Airport) 2nd Series VRDB ser 36C (FSA)
Long Term Rating AAA/A-1/Watch Dev On CreditWatch Developing
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (San Francisco International Airport) 2nd Series VRDB ser 36D (FSA)
Long Term Rating AAA/A-1/Watch Dev On CreditWatch Developing
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (San Francisco International Airport) 2nd Series VRDB ser 37C (FSA)
Long Term Rating AAA/A-1/Watch Dev On CreditWatch Developing
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (SF International Airport) 2nd ser VRDB ser 37D (FSA)
Long Term Rating AAA/A-1/Watch Dev On CreditWatch Developing
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (San Francisco Intl Arpt)
Unenhanced Rating A(SPUR)/Stable Affirmed

San Francisco City & County Airport Commission (San Francisco International Airport)
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Ratings Detail (As Of November 17, 2008) (cont.)

Unenhanced Rating A(SPUR)/Stable Affirmed
San Francisco City & County Airport Commission (San Francisco International Airport) (CIFG)

Unenhanced Rating A(SPUR)/Stable Affirmed
Many issues are enhanced by bond insurance.

Complete ratings information is available to subscribers of RatingsDirect, the real-time Web-based source for
Standard & Poor's credit ratings, research, and risk analysis, at www.ratingsdirect.com. All ratings affected by this
rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com; under Credit
Ratings in the left navigation bar, select Find a Rating, then Credit Ratings Search.
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