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Opinion

NEW YORK, May 31, 2012 --Moody's Investors Service has assigned MIG-1 ratings to San Diego's 2012-13 Tax and
Revenue Anticipation Notes Series A. The notes are issued to fund the city's mid-year cash flow needs and are
secured by all unrestricted available funds of the city.

Rating Rationale

The rating reflects the manageable size of the borrowing, and strong cash margins at the times of segregations for
repayment and at year end. The high degree of reliability of the cash flows, early segregation and available liquidity
outside the core general fund cash flows also figure favorably in the rating.

Strengths

- Strong overall liquidity borrowable resources

- Long experience with note issuance and repayment

- History of conservative cash flow projections

- Early set-aside for note repayment - Moderate size of borrowing

Challenges

- Projected year-end balance only 6.4% of receipts

Detailed Credit Discussion

Total Borrowing is Average in Size and Easily Manageable

San Diego's notes total an estimated $130 million representing 11.3% of projected fiscal 2013 receipts, which is
slightly below the typical level of 12.3%. This is a substantial decrease from the prior year's $161 million and largely
reflects the city's overall improving cash position. The segregations for note repayment have a weighted average
set-aside of an above average 3.2 months before fiscal year end, slightly earlier than the 2.9 months which is



characteristic of California TRAN issuers.

The City's Reasonable Cash Flow Projections Have a History of Accuracy

The city's fiscal 2012 ending cash balance is expected to come in at $86.9 million, which is significantly greater than
the previously projected $53.4 million, and is rooted in $23.4 million higher than projected receipts and $10 million
less than projected expenditures. Although there were higher than projected receipts for several revenue streams,
the largest improvement was in sales tax receipts which are now expected to be $10. 2 million or 6% greater than
the projection. On the expenditure side, salaries and benefits outperformed the projections by $3.2 million. Overall,
receipts, net of TRANs are expected to be 2.1% higher, while expenditures are expected to be 0.9% lower. The
direction and size of these variance underscore the general accuracy and moderate conservatism inherent in the
city's projections.

On a budget basis, the city is estimating year end 2012 general fund balances in line with the 2011 results when the
total general fund balance stood at 20.3% of revenues and the uncommitted fund balance was 8.1% of revenues.
While these are significantly below statewide levels for cities, they are offset by the city's demonstrated ability to
operate within budgetary limitations with frequent adjustments.

Reasonable and Reliable Cash Flows Indicate Sufficient Liquidity for Repayment of Notes

For 2013 the city is conservatively projecting a narrowing of its year-end cash position with a notable, $13.2 million
decrease on June 30, 2013 compared to the expected June 30, 2012 balance, bringing the core general fund
balance to $73.7 million or a moderate 6.4% of receipts. Total receipts are projected to increase by $8.4 million or a
mere 0.7% while expenditures are estimated to increase by $43.3 million or 3.7% The underlying assumptions are
reasonable and reflect budgetary expectations. Property taxes are estimated to remain essentially flat, with a
nominal increase of 0.4%. Sales tax is expected to continue to grow with a total increase of $12.8 million or 7.6%.
Most other revenue items are projected to decrease, while transient occupancy tax and franchise fees will continue
to grow.

On the expenditure side, salaries and wages are projected to increase by $7.5 million or 1.5%, which reflects the
modest budgeted increase. All other expenditure items are also projected to increase by even larger amounts, which
may be conservative.

Segregation for note repayment will occur in January, (25%) April, (25%) and May (50% and interest) . The 2012-13
cash flow projections indicate positive monthly core general fund balances after the segregations with a year-end
balance of $73.7 million or 6.4% of receipts, which is consistent with the rating. While our confidence level in the
accuracy of cash flows is high, note holder security is bolstered by the presence of more than $83 million in
additional general fund liquidity, in what the city refers to as its policy fund balance. These are funds in various
governmental funds in the general fund but outside of core funds, pre-approved for meeting general fund cash flow
needs. This amount fluctuates throughout the year between $83 million and $139 million.

Liquidity Bolstered by Additional General Fund Resources

The city's liquidity position is enhanced by the large amount of resources available outside the projected core
general fund cash flows. as mentioned above. The city projects it will have available $81.1 million in these resources
in July, 2012 which, will increase steadily to $139.4 million in May 2013, and drop to $83.0 million at year-end.
Adding these funds to the projected ending general fund balances at fiscal yearend 2013 yields total balances
representing a healthy 13.6% of projected receipts.

What Could Help The Rating Go UP

NA

What Could Help The Rating Go DOWN

Significantly higher than anticipated reduction of cash position

Significant lowering of the outstanding long term rating

Key Statistics



Issuer Rating: Aa3

Projected amount borrowed as % of receipts, FY 2013: 11.3%

Estimated ending cash as % of receipts, FY 2012: 7.6%

Projected ending cash as % of receipts, FY 2013: 6.4%

Additional General Fund Liquidity, Projected balance FY 2013: $83.0 million.

Weighted maturity timing (months before June): 3.2 months

The principal methodology used in this rating was Short-Term Cash Flow Notes published in May 2007. Please see
the Credit Policy page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

The Global Scale Credit Ratings on this press release that are issued by one of Moody's affiliates outside the EU
are endorsed by Moody's Investors Service Ltd., One Canada Square, Canary Wharf, London E 14 5FA, UK, in
accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating Agencies. Further
information on the EU endorsement status and on the Moody's office that has issued a particular Credit Rating is
available on www.moodys.com.

For ratings issued on a program, series or category/class of debt, this announcement provides relevant regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class of
debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance with
Moody's rating practices. For ratings issued on a support provider, this announcement provides relevant regulatory
disclosures in relation to the rating action on the support provider and in relation to each particular rating action for
securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, this
announcement provides relevant regulatory disclosures in relation to the provisional rating assigned, and in relation
to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where the
transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner that
would have affected the rating. For further information please see the ratings tab on the issuer/entity page for the
respective issuer on www.moodys.com.

Information sources used to prepare the rating are the following: parties involved in the ratings, parties not involved
in the ratings, public information, confidential and proprietary Moody's Investors Service's information, and
confidential and proprietary Moody's Analytics' information.

Moody's considers the quality of information available on the rated entity, obligation or credit satisfactory for the
purposes of issuing a rating.

Moody's adopts all necessary measures so that the information it uses in assigning a rating is of sufficient quality
and from sources Moody's considers to be reliable including, when appropriate, independent third-party sources.
However, Moody's is not an auditor and cannot in every instance independently verify or validate information
received in the rating process.

Please see the ratings disclosure page on www.moodys.com for general disclosure on potential conflicts of interests.

Please see the ratings disclosure page on www.moodys.com for information on (A) MCO's major shareholders
(above 5%) and for (B) further information regarding certain affiliations that may exist between directors of MCO and
rated entities as well as (C) the names of entities that hold ratings from MIS that have also publicly reported to the
SEC an ownership interest in MCO of more than 5%. A member of the board of directors of this rated entity may also
be a member of the board of directors of a shareholder of Moody's Corporation; however, Moody's has not
independently verified this matter.

Please see Moody's Rating Symbols and Definitions on the Rating Process page on www.moodys.com for further
information on the meaning of each rating category and the definition of default and recovery.

Please see ratings tab on the issuer/entity page on www.moodys.com for the last rating action and the rating history.



The date on which some ratings were first released goes back to a time before Moody's ratings were fully digitized
and accurate data may not be available. Consequently, Moody's provides a date that it believes is the most reliable
and accurate based on the information that is available to it. Please see the ratings disclosure page on our website
www.moodys.com for further information.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity
that has issued the rating.
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appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in
every instance independently verify or validate information received in the rating process. Under
no circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or
damage in whole or in part caused by, resulting from, or relating to, any error (negligent or
otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employees or agents in connection with the procurement, collection,
compilation, analysis, interpretation, communication, publication or delivery of any such
information, or (b) any direct, indirect, special, consequential, compensatory or incidental
damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in
advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any,
constituting part of the information contained herein are, and must be construed solely as,
statements of opinion and not statements of fact or recommendations to purchase, sell or hold any
securities. Each user of the information contained herein must make its own study and evaluation
of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby
discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by MIS have, prior to
assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it
fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information
regarding certain affiliations that may exist between directors of MCO and rated entities, and
between entities who hold ratings from MIS and have also publicly reported to the SEC an
ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the
heading "Shareholder Relations — Corporate Governance — Director and Shareholder Affiliation
Policy."

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service
Pty Limited ABN 61 003 399 657, which holds Australian Financial Services License no. 336969.
This document is intended to be provided only to "wholesale clients" within the meaning of section
761G of the Corporations Act 2001. By continuing to access this document from within Australia,
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Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's
Japan K.K. (“MJKK”) are MJKK's current opinions of the relative future credit risk of entities, credit
commitments, or debt or debt-like securities. In such a case, “MIS” in the foregoing statements
shall be deemed to be replaced with “MJKK”. MJKK is a wholly-owned credit rating agency
subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody’s Overseas Holdings
Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on
the equity securities of the issuer or any form of security that is available to retail investors. It
would be dangerous for retail investors to make any investment decision based on this credit
rating. If in doubt you should contact your financial or other professional adviser.


