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Debt Obligations

Debt Obligations

Under the direction of the Chief Financial Officer, with attention to current economic and municipal bond
market conditions, priority funding needs, revenue capacity for repayment, and debt affordability, the City
executes debt instruments, administers debt proceeds, manages ongoing disclosure and debt compliance,
and makes timely debt service payments. As described in the City's Five-Year Capital Infrastructure
Planning Outlook, the City's priority needs include major infrastructure investments in streets, sidewalks,
water quality, libraries, parks, public safety and other high-priority neighborhood projects. Close
coordination of capital planning and debt planning ensures that the maximum benefit is achieved with the
limited capital funds. Reliance on short term and long-term financing instruments can facilitate better
allocation of resources and increased financial flexibility to meet the City's infrastructure funding needs.

City of San Diego's Outstanding Debt Obligations?°

Long Term Bond Obligations

Lease Revenue Bonds are lease obligations secured by a lease-back arrangement with a public entity,
where the general operating revenues are pledged to pay the lease payments, and in turn are used to pay
debt service on the bonds. These obligations do not constitute indebtedness under the State constitutional
debt limitation and are not subject to voter approval. Payments to be made under valid financing leases
are payable only in the year in which usage and occupancy of the leased property is available, and lease
payments may not be accelerated. The governmental lessee is obligated to place in its annual budget the
rentals that are due and payable during each fiscal year the lessee has use of the leased property. Lease
Revenue Bonds are primarily applied for financing General Fund capital projects.

Revenue Bonds are obligations payable from revenues generated by an enterprise, such as water or
wastewater utilities, public golf courses or parking facilities. The City's outstanding utility Revenue Bonds
are payable solely from the City's Water or Wastewater Enterprise Funds and are not secured by any pledge
of ad valorem taxes or General Fund revenues by the City.

The City's General Obligation (GO) Related / Issuer Credit Ratings and credit ratings on outstanding Lease
Revenue Bonds and Revenue Bonds are as follows:

Table 1: Credit Ratings as of June 2021

Moody's Investors

. Standard & Poor’s
Service

Fitch Ratings

General Fund Bond Obligations

GO Related/Issuer Credit Rating AA Aa2 AA
Outlook Stable Stable Stable
Lease Revenue Bonds AA- Not Rated AA-
Outlook Stable -- Stable

Public Utilities Bond Obligations
Wastewater System Bonds (Senior

Bonds) AA Not Rated AA+
Outlook Stable -- Stable
Water System Bonds (Senior Bonds) AA Aa2

Outlook?' Stable Stable Not Rated

2Opoes not reflect debt obligations of City Agencies (including City as the Successor Agency to the Redevelopment Agency),
Community Facilities Districts or Special Assessment Districts. See the City's Fiscal Year 2020 Comprehensive Annual Financial
Report for a complete list of outstanding liabilities of the City and its related agencies.
2 |n addition, the Water System Senior Bonds are rated by Kroll Bond Rating Agency with an AA+ Rating and a Stable outlook.
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