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Opinion
NEW YORK, Dec 7, 2010 -- Moody's Investors Service has assigned an Aa2 underlying rating to San Antonio Independent School District's (TX)
$11 million Unlimited Tax School Building Bonds, Series 2010A, and $139 million Unlimited Tax School Building Bonds, Taxable Series 2010B
(Direct Subsidy - Build America Bonds (BABs)). Concurrently, Moody's has affirmed the Aa2 rating on the district's $460.6 million in outstanding
parity debt. In addition to the underlying rating, we have assigned an Aaa enhanced rating to the current sale provided by a guarantee of the
Texas Permanent School Fund (PSF). Proceeds from the sale of the bonds will be used to acquire, renovate, improve and equip various school
buildings within the district, and pay for the costs of issuing the bonds.
RATINGS RATIONALE - UNDERLYING
The bonds are secured by a continuing and direct annual ad valorem tax, levied against all taxable property in the district, without legal limitation
as to rate or amount. The rating assignment reflects the district's trend of favorable financial management amidst declining enrollment, following
a structural imbalance in fiscal year 2006. The rating also reflects the district's sizable tax base, low wealth indicators, and a moderate debt
burden, when considering the effect of state aid.
RATINGS RATIONALE - ENHANCED
The Aaa rating reflects our assessment of the PSF's ability to make payments on the guarantee relative to the substantial value of the fund
corpus. Additional credit considerations include: the PSF's constitutionally protected corpus, the general obligation credit quality of the Texas
school district guaranteed by the fund, an investment portfolio that provides satisfactory coverage and liquidity given our estimated probability of
calls on the guarantee, and strong legal mechanics that facilitate timely reimbursement to the PSF should guarantee payments occur. The
enhanced rating also reflects an expected increase in PSF leverage to no more than 3.5 times PSF cost value. For additional information on the
PSF program, please see Moody's High Profile Ratings Update "Texas Permanent School Fund (PSF)" dated April 2010.
FAVORABLE FINANCIAL MANAGEMENT FOLLOWING STRUCTURAL IMBALANCE IN FISCAL YEAR 2006
Moody's expects the trend of sound fiscal practices to continue in the near term, preserving the district's satisfactory reserves. Following a
series of aggressive expenditure reduction such as reducing several positions through attrition, consolidating classrooms and closing schools,
the district was able to overturn its structural imbalance in fiscal year 2006, yielding a three year trend of sound financial management. The
reductions were largely due to the institution of a new academic model supported by more efficient and effective practices to yield overall better
quality education for students within the district. With the changes, the district was able to yield a three year trend of operating surpluses,
increasing its General Fund to $62.761 million (a satisfactory 16.2% of General Fund revenues) at fiscal year end 2009, from $49.147 million
(an adequate 12.7% of General Fund revenues) at fiscal year end 2006. In fiscal year 2010, unaudited numbers indicate another operating
surplus of $100,000, yielding a total General Fund balance of $62.861 million (a sufficient 16.2% of 2009 General Fund revenues) as officials
continue revamping the old academic model. The district's reserve levels remain well above its policy of 10% of the prior year's expenditures or
approximately $37.8 million. Given no revenue or expenditure challenges anticipated, officials expect flat growth in reserve levels for fiscal year
2011, and continue to maintain flexibility on the expenditure side for any challenges in the near term.
SIZABLE TAX BASE LOCATED IN BEXAR COUNTY
San Antonio ISD is wholly within the City of San Antonio (Aaa/stable outlook) in Bexar County (Aaa/stable outlook). Following a period of steady
growth averaging 5.4% annually over the past five years, taxable value growth within the district has slowed dramatically due to challenges
associated with the economic downturn. In fiscal year 2010, taxable values grew a moderated 1.6%, following a more substantial 12.8% growth

in fiscal year 2008, and 11.6% growth in fiscal year 2009 from a combination of commercial and residential development. In fiscal year 2011, per
certified numbers, taxable values declined by 3.1% largely due to reappraisal of existing commercial property. Despite the decline, officials
report a number of economic developments with the military's Base Realignment and Closure (BRAC), biology, insurance and pet companies
slated to bring more than 3,000 jobs into the area within the year. Additionally, officials report modest mixed use developments occurring
throughout the district, signifying a relatively stable economy. However, officials will prudently budget for flat growth through fiscal year 2013,
with a more moderate average annual growth of 3% over the long term.
San Antonio ISD serves a predominately economically disadvantaged population. As such, the wealth indicators within the district remain lower
than national medians. Per the 2000 U.S. Census, the district's 1999 per capita income was $12,411 or 57.5% of the nation. Also, the 1999
median family income was $29,279 or 58.5% of the nation. The 2000 U.S. Census also reported approximately 26.5% of residents in the district
were below poverty level. Despite unemployment remaining low in Bexar County with a rate of 7.8% reported in August 2010, compared to the
state's of 8.4% and the nation's 9.5%, enrollment trends have been negative, averaging an annual decline of 1.2% over the last five years. In
fiscal year 2010, enrollment levels declined by 1.9% over the prior year, yielding a total student count of 53,400 students. Preliminary numbers
for fiscal year 2011 indicate a more modest decline of 0.8% as the district instituted a Head Start program. In the medium term, officials are
hoping to stabilize enrollment with the new programs and initiatives offered as part of the district's revised curriculum.
DEBT BURDENS EXPECTED TO INCREASE IN THE NEAR TERM
Moody's notes that the district's elevated debt burdens, which are expected to increase due to frequent near term issuing, could place
downward pressure on the rating, should the district not exhibit growth in taxable values. All of the district' debt is fixed rate and the district is not
party to any derivative agreements. Excluding state aid, the district's debt burdens are elevated at 4.7% (9% overall). Inclusive of state aide, the
debt burdens are still elevated but more manageable at 3.3% (7.7% overall). Although higher debt burdens are common with growing school
districts, we note that the district's anticipated higher debt profile is due largely to renovation projects. After the issuance, the district will have
$415 million in remaining authorization which will be issued in the next five years. Payout is below average with 43.9% of principal retired within
10 years.
WHAT COULD MAKE THE RATING GO UP
Significant increases in reserve levels
Ongoing and continuous tax base expansion; strengthened socioeconomic profile
WHAT COULD MAKE THE RATING GO DOWN
Erosion of reserve levels
Continuous tax base contraction
Substantial increases in debt burdens without corresponding tax base expansion
KEY STATISTICS:
2010 Full Valuation: $12.2 billion
2011 Certified Full Valuation: $11.8 billion
Direct Debt Burden (including state aid): 3.3%
Overall Debt Burden (including state aid): 7.7%
Payout of Principal (10 years): 43.9%
2009 General Fund Balance: $62.761 million (16.2% of General Fund revenues)
Preliminary 2010 General Fund Balance: $62.8 million (16.2% of 2009 General Fund revenues)
Post-sale general obligation parity debt: $549 million
The principal methodology used in this rating was General Obligation Bonds Issued by U.S. Local Governments published in Ocotber 2009.
REGULATORY DISCLOSURES
Information sources used to prepare the credit rating are the following: parties involved in the ratings, parties not involved in the ratings, public
information.
Moody's Investors Service considers the quality of information available on the credit satisfactory for the purposes of assigning a credit rating.
Moody's adopts all necessary measures so that the information it uses in assigning a credit 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 ratings tab on the issuer/entity page on Moodys.com for the last rating action and the rating history.
The date on which some Credit Ratings were first released goes back to a time before Moody's Investors Service's Credit Ratings were fully
digitized and accurate data may not be available. Consequently, Moody's Investors Service 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 the Credit Policy page on Moodys.com for the methodologies used in determining ratings, further information on the meaning of
each rating category and the definition of default and recovery.
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CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information
contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that
the information it uses in assigning a credit 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. 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, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations
Act 2001.

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 or 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.

