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AIRPORT COMMISSION
CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO. _ '2’6_0170

APPROVAL OF LEASE MODIFICATION NO. 2 TO LEASE AND USE AGREEMENT

NO. 23-0046 WITH UNITED AIRLINES, INC. PROVIDING FOR A RENTAL ABATEMENT IN

AN AMOUNT NOT TO EXCEED $7.175.000 FOR THE COMPLETION OF BASE BUILDING

IMPROVEMENTS FOR A NEW AIRLINE LOUNGE IN TERMINAL 2, AND DIRECTING THE

DIRECTOR OF COMMISSION AFFAIRS TO SEEK APPROVAL OF THE MODIFICATION

FROM THE BOARD OF SUPERVISORS PURSUANT TO SECTION 9.118 OF THE

CHARTER OF THE CITY AND COUNTY OF SAN FRANCISCO

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

RESOLVED,

United Airlines Inc. (United) operates at San Francisco International Airport
(Airport) pursuant to Lease and Use Agreement No. 23-0046 with the City and
County of San Francisco (City), acting by and through its Airport Commission
(Lease); and

United is expanding it$ lounge presence at the Airport and has leased
approximately 21,219 square feet of space on the third floor of Terminal 2; and

to make the lounge space more functional, United is constructing several base
building improvements that go beyond the typical tenant improvement work, will
benefit the Airport’s property long-term, and will provide for a new rooftop terrace,
a new credentialing lobby, and a redeveloped stairwell to improve access to other
floors; and

these improvements create new, leasable, and revenue-generating space for the
Airport; and

Airport staff proposes entering into Modification No. 2 to the Lease providing for
an abatement of United’s rental payments on the new lounge space, in an
amount not to exceed $7,175,000, to offset eligible construction costs in
exchange for such improvements; and

Staff expects the expanded premises created by the improvements to generate
approximately $1,755,665 in additional annual revenue with total annual rental
revenue for the full lounge space estimated at approximately $9,910,975, and the
rental abatement amount is projected to be recovered in under a year; now,
therefore, be it

that this Commission hereby approves Modification No. 2 to Lease and Use
Agreement No. 23-0046 with United Airlines, Inc., which provides for a rental
abatement in an amount not to exceed $7,175,000 for United's construction of
base building improvements that create additional leasable space and long-term
value in connection with the construction of a new airline lounge in Terminal 2;
and, be it further
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AIRPORT COMMISSION
CITY AND COUNTY OF SAN FRANCISCO

26-0170

RESOLUTION NO.

RESOLVED, that this Commission directs the Director of Commission Affairs to seek approval
of the Modification from the San Francisco Board of Supervisors under
Section 9.118 of the Charter of the City and County of San Francisco.
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SF SAN FRANCISCO

INTERNATIONAL AIRPORT

MEMORANDUM
July 21, 2026
TO: AIRPORT COMMISSION '
o et Leil Yot 26-0170
e oty = JUL 21 2026

Hon. Nancy Tung
FROM: Airport Director

SUBJECT: Approval of Modification No. 2 to Lease and Use Agreement No. 23-0046
with United Airlines, Inc.

DIRECTOR’'S RECOMMENDATION: APPROVE MODIFICATION NO. 2 TO LEASE
AND USE AGREEMENT NO. 23-0046 WITH UNITED AIRLINES, INC. PROVIDING
FOR A RENTAL ABATEMENT IN AN AMOUNT NOT TO EXCEED $7,175,000 FOR
THE COMPLETION OF BASE BUILDING IMPROVEMENTS FOR A NEW AIRLINE
LOUNGE IN TERMINAL 2, AND DIRECT THE DIRECTOR OF COMMISSION
AFFAIRS TO SEEK APPROVAL OF THE MODIFICATION FROM THE BOARD OF
SUPERVISORS PURSUANT TO SECTION 9.118 OF THE CHARTER OF THE CITY
AND COUNTY OF SAN FRANCISCO.

Executive Summary

United Airlines, Inc. (United) is expanding its lounge facilities at San Francisco
International Airport, leasing approximately 21,219 square feet of space on the third
floor of Terminal 2. To make the space more functional, United is constructing several
base building improvements that are beyond typical tenant improvement work and will
benefit the Airport’s property long-term. These base building improvements, which
create new, leasable, and revenue-generating space for the Airport, will provide for a
new rooftop terrace, a new credentialing lobby, and a redeveloped stairwell to improve
access to other floors. In exchange for these base building improvements, the Airport
proposes entering into a modification of United's Lease and Use Agreement

No. 23-0046 (Lease), providing a rental abatement to United, in an amount not to
exceed $7,175,000, to offset eligible construction costs.

Background

United is expanding its lounge presence at the Airport and has leased approximately
21,219 square feet of space on the third floor of Terminal 2. To enhance the usability of
this space, United constructed base building upgrades that go beyond standard tenant
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fit-out work and create long-term value for the Airport. These improvements added
approximately 4,187 square feet for a new rooftop terrace and approximately

381 square feet for an expanded credentialing lobby to support lounge operations. In
addition to these improvements to the lounge space, United is redeveloping an adjacent
public stairwell to improve vertical circulation between the second and third floors of
Terminal 2.

As these base building improvements create additional leasable space and long-term
benefits for the Airport — well beyond what a typical tenant improvement would provide
— Staff is proposing to offer United a rental abatement for qualifying construction costs
in an amount not to exceed $7,175,000.

The Airport estimates that these improvements will generate incremental revenue of
approximately $1,755,665 per year, bringing total annual revenue for the full lounge
premises to approximately $9,910,975 based on FY 2026/27 Rates and Charges.
Estimated total annual revenue for the remaining term of the Lease is approximately
$69,376,829 based on FY 2026/27 Rates and Charges.

Because these base building improvements are closely interwoven with the design of
the larger lounge project, it was deemed impractical for the Airport to perform this work
directly. To ensure the improvements were completed efficiently and in coordination
with United's broader lounge development project, Staff recommended that United
incorporate the base building work into its overall construction scope.

Proposal

In recognition of the costs United incurred to complete these improvements on the
Airport's behalf, Staff proposes reimbursing United through a rental abatement in an
amount not to exceed $7,175,000. This figure is based on preliminary cost estimates
submitted by United Airlines and independently reviewed by Airport staff. The rental
abatement will apply only to actual, eligible expenditures that are directly related to the
construction of the base building improvements have been reviewed and approved by
Airport staff and for which United's payment has been verified.

The Airport expects to generate approximately $1,755,665 in additional annual revenue
from the expanded premises. Total annual rental revenue for the full lounge space will
be approximately $9,910,975 in accordance with FY 2026/27 Rates and Charges. The
rental abatement amount is projected to be recovered in under a year.

Recommendation

| recommend the Commission approve Modification No. 2 to Lease and Use Agreement
No. 23-0046 with United Airlines, Inc., which provides for a rental abatement in an
amount not to exceed $7,175,000 in exchange for the construction of base building
improvements that create additional leasable space and long-term value in connection
with the construction of a new airline lounge in Terminal 2, and direct the Director of
Commission Affairs to seek approval of the Modification from the San Francisco Board
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of Supervisors under Section 9.118 of the Charter of the City and County of
San Francisco.

Sincerely,

DocuSigned by:

Kalf Fuckelshanstn

4946FBAIEI2ALFA. ..

R Mike Nakornkhet
Airport Director

Prepared by: Kevin Bumen
Chief Commercial Officer
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