
Since 1975, the Redevelopment Agency of the City of San Diego has facilitated
the development of housing, improved commercial districts and fostered development
of tourism and cultural attractions for the city. Yet, when San Diego experienced a
fiscal crisis, the agency wanted to issue bonds to generate continued growth.  With
no audited financial statements from the city since 2002, the rating agencies had
either withdrawn their ratings for the city and all component units or reduced them
drastically. These actions unsettled investors, effectively blocking the city's access,
as well as hampering the agency’s access, to the capital markets.  

In spite of these fiscal concerns, economic development in downtown San
Diego continued at a healthy clip, thanks in large part to the efforts of the City's
Redevelopment Agency (Centre City Development Corporation). However, the
agency had pressing needs to move ahead with projects irrespective of the city's
inability to access to the capital markets.  

Early in 2006, the agency decided to overcome the obstacle of market
perception by assuring investors that the agency's credit itself was not affected
by the city's current uncertainty. Strengthening a bond issue with a triple-A
guarantee from Ambac would enable the agency to move ahead with financing plans. 

Ambac worked closely with the agency and bond counsel to determine that
the agency's revenue stream was sufficiently insulated from the city's finances. This
conclusion, combined with the agency's great track record of successful projects and
the area's growing tax base, resulted in Ambac's approval to guarantee the bonds.

The $110 million Centre City Redevelopment Project financing includes
$75 million of tax allocation bonds and $35 million of housing set-aside bonds.
Even though uncertainty still surrounds the city of San Diego's financial condition,
Ambac's guarantee enabled the Redevelopment Agency to successfully sell the
bonds in June 2006.
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Ambac Guarantee Helps San Diego
Agency Access Financing
Financial Uncertainty Surrounding San Diego's Municipal
Credit an Obstacle
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San Diego CA Redevelopment Agency
Tax Allocation Bonds

This report has been prepared by Ambac Assurance Corporation ("Ambac Assurance"). It is distributed solely to assist issuers and their underwriters
and financial advisors in gaining a better understanding of Ambac Assurance's experience as a financial guarantee insurance company. The report was
written by personnel of Ambac Assurance based on information available and believed to be accurate and complete as of June 22, 2006, the date on
which the obligations described above were issued (the "Issuance Date"), which information was obtained from sources believed to be reliable.
However, because of the possibility of human or mechanical error by our sources and the occurrence of subsequent events, Ambac Assurance does
not guarantee the accuracy or completeness of this report as of the Issuance Date or its continued accuracy as of any date subsequent thereto.
This report is distributed for information purposes only and nothing contained herein should be viewed as investment advice or as constituting a
recommendation to buy, hold or sell the obligations described herein. Ambac Assurance has insured the obligations described above and received
fees for the issuance of a financial guarantee insurance policy covering such obligations. In addition, Ambac Assurance (or its affiliates) may from
time to time provide investment or financial products or other services for, or solicit other business from, or invest in securities of, the issuer of
the obligations described in this report.  Sutter Securities was the underwriter on this transaction.
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