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Credit Profile

San Francisco City & Cnty Arpt Comm, California
SFO Fuel Co LLC, California

San Francisco City & Cnty Arpt Comm (SFO fuel Co. LLC)spl fac Ise Ser 2000A Dtd 06/01/2000 Due 01/01/2027
Unenhanced Rating BBB+(SPUR)/Stable Affirmed

San Francisco City & Cnty Arpt Comm (SFO Fuel Co LLC)
Unenhanced Rating BBB+(SPUR)/Stable Affirmed

Many issues are enhanced by bond insurance.

Rationale

Standard & Poor's Ratings Services affirmed its 'BBB+' long-term rating and underlying rating (SPUR) on the San
Francisco City and County Airport Commission, Calif.'s special facilities lease revenue bonds, issued on behalf of SFO
Fuel Co. LLC. The outlook is stable.

The rating reflects our view of the primary member airlines' poor credit quality , but partly offsetting this weakness, in

our view, is the facility's essentiality to the provision of air service at San Francisco International Airport.
For more information on the airport, see the our report published Sept. 3, 2014 on RatingsDirect.
The rating reflects our opinion of SFO Fuel's:

» Concentration in the largest user, United Airlines, which in 2013 accounted for approximately 36% of total jet fuel
consumption and 46% of enplanements (including United Express) at the airport;

» Low-to-nonexistent excess cash flow and limited liquidity, despite a debt service reserve fund (DSRF) funded to the
IRS limit and a requirement that each contracting airline maintain a reserve with SFO Fuel;

» Weak bond provisions, with a permissive additional bonds test and payment of bonds restricted to a limited,
single-revenue source;

* Reliance on a joint and several pledge of its member airlines, which individually demonstrate overwhelmingly
speculative-grade characteristics; and

» Long debt amortization period (13 years), which increases the likelihood of competition or the airport's becoming
technically obsolete.

Partly offsetting the above weaknesses, in our view, are:
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» The company's exclusive and monopolistic control over the provision of jet fuel to airlines at San Francisco
International Airport, and
» The essential nature of jet fuel.

Further mitigating the above weaknesses, in our view, is the solid interline agreement between SFO Fuel and each of
its members, which provides for an unlimited step-up provision for the sharing of capital and operating expenses

among the 35 member airlines.

The bonds are secured solely by payments to the Airport Commission by SFO Fuel from facilities rent collected from
the member airlines. In our view, the security structure poses more risk than traditional general airport revenue
financing, given the security of a single revenue source and the dependence on the airlines. Costs are allocated to
member airlines on a residual basis. Member airlines fully share all costs (including the pro rata costs of any nonpaying
member), but produce none of the excess annual cash flow that is typical of a revenue enterprise. Debt service
coverage on the bonds is 1x, a level that we anticipate SFO Fuel will maintain, as any surplus revenue is credited back
to member airlines. However, in our opinion, a full DSRE operating reserves, dispersion of bankruptcy risk, and an

obligation to pay even if the system becomes inoperable partly mitigate the risk that payment might be interrupted.

SFO Fuel is a single-purpose, limited-liability company that was created to lease, construct, operate, and maintain jet
fuel facilities at the airport. The company issued bonds totaling approximately $105 million in 1997 to construct
improvements to the consolidated fuel distribution facility. The $19 million series 2000 bonds were the final issuance
of the initial $125 million authorized by the commission to complete the proposed projects. Approximately $83 million

is outstanding. We understand that the company has no additional debt plans.

Fuel consumption at SFO was 892 million gallons in 2013, up 3% from 869 million gallons in 2012. However, the 2013
fuel consumption was down 8% from the historical high of 966 million gallons in 2000. The 2013 fuel system cost per
gallon at SFO Fuel was 2.1 cents for members and 6 cents for nonmembers. The operating profile of aircraft at SFO
demonstrates, in our view, a prevalence of flights requiring complete refueling before departure, reinforcing the
company's monopolistic position and reducing the likelihood of "tankering," which involves fueling up at minimum
levels at certain airports to maximize the purchase of lower-cost fuel at other airports. All jet fuel delivered at San
Francisco International Airport passes through the SFO Fuel facilities. In the long term, we project demand for the

facility will continue to grow with the provision of air service.

Outlook

The stable outlook reflects our anticipation that SFO Fuel will remain the only viable fuel service provider at the
airport, that members will continue to make payments in a timely manner, and that operations will remain solid. Given
the residual nature of the agreements and the diversity of the members, we do not anticipate changing the rating

during the two-year outlook period.
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Related Criteria And Research

Related Criteria
USPF Ceriteria: Airport Multi-Tenant Special Facilities Bonds, June 13, 2007

Complete ratings information is available to subscribers of RatingsDirect at www.globalcreditportal.com. All ratings
affected by this rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com. Use

the Ratings search box located in the left column.
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