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$69.3 mi i n fdebt affected
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NEW YORK, October 10, 2012 --Moody' Inve tor erviceha a igned a Aaa rating to $69.3 million of California
Infra tructure and Economic Development Bank (I-Bank) Clean Water tate Revolving Fund Refunding Revenue
erie 2012 Bond . The outlooki table.

RATING RATIONALE

The rating i primarily ba ed on ca h flow projection which demon trate the program' ability to with tand a
default on 42% of the pledged loan portfolio over the life of the bond . A uming no pledged loan default , the
minimum debt ervice coveragei trong - 1.73x in the year 2014. Additionally, the erie 2012 Bond will be

i ued under anew Ma ter Indenture which offer the obligor, tate Water Re ource Control Board ( WRCB or
the Board), with more flexibility and provide bondholder with a olid legal framework.

The refundingi e timated to generate approximately $10 million in pre ent value aving for the Board.
Credit trength :
* High default tolerance of 42%.

*

trong minimum debt ervice coverage of 1.73x.

trong (Aa-range) credit quality of pledged loan portfolio

* In the unlikely event that a pledged loan doe not perform a expected, managementi willing and able to
ub titute it with a performing loan from the Board' balance heet.

* The Ma ter Indenture offer the Board with more flexibility and provide bondholder with a olid legal framework.
Credit Challenge :

* There i high concentration and limited diver ity among 16 unique borrower that compri e the pledged loan
portfolio, but thi ri ki mo tly mitigated by the credit trength mentioned above.



DETAILED CREDIT DI CU ION

U E OF PROCEED : The proceed ofthe erie 2012 Bond will be u ed to refund all of the out tanding erie

2002 Bond ,andtopayco t ofi uanceofthe erie 2012 Bond . Aportion of the proceed of the erie 2012
Bond , together with amount on depo it in certain fund with re pecttothe erie 2002 Bond , will be depo ited
inthe erie 2002 E crow Fund e tabli hed pur uantto E crow In truction from the I-Bank to the Trea urer of

the tate of California, a e crow agent.

LEGAL ECURITY: The erie 2012 Bond are pecial limited obligation of the I-Bank, generally payable from
and ecured by the pledged revenue derived from the pledged loan , inve tment earning on depo it, and any
other amount that the Board may elect to apply, including any amount tran ferred from the Re tricted A et
Fund.

ERIE 2012BOND EXHIBIT ROBU T DEFAULT TOLERANCE

The 2012 Bond are ecured by 24 pledged loan from 16 unique borrower ; the repayment of which are derived
from clean water, ewer, and related revenue . Pledged loan principal i $394.8 million, and of that, $143.1 million
i maturing prior to the maturity of the bond . Ca h flow projection demon trate that the minimum debt ervice
coverage throughout the life of the bond i 1.73x in the year 2014. Thereafter, the debt ervice coverage reache

a maximum of 3.41x in the bond' final year of payment.

Adefault tolerance ca h flow cenario, which mea ure the maximum level of pledged loan default over the life of
the bond without di rupting debt ervice obligation , i a key credit factor of the rating on the bond . The
Program' default tolerance cenario demon trated a robu t level of 42% pledged loan default , a uming that thi
proportion of the pledged loan portfolio defaulted immediately and the Board did not benefit from any recovery.

The erie 2012 Bond utilize a ca h flow model, and therefore do not maintain a debt ervice re erve a did the
erie 2002 Bond that are being refunded.

PLEDGED LOAN PORTFOLIO FEATURE

The pledged loan portfolio exhibit limited diver ity characteri tic . lti mall (16 unique borrower ), the top 5
borrower compri e a ignificant amount of the pool (66%), and there are no borrower compri ingle than 1%
of the loan portfolio. High level of concentrationi a credit negative becau ethe RFi more u ceptible to the
nonperformance of one borrower. However, the RF exhibit everal feature that mitigate thi ri k. Fir t, the
weighted average pool ratingi trong (Aa-range), and therefore wea e thi pool more favorably than one of

imilar unfavorable diver ity attribute but of lower credit quality. The trong weighted average pool rating i driven
by 59% of the portfolio being rated A1 or above. In particular, the large t borrower, Orange County Water Di trict
(compri ing about 28% of the pool) i rated Aa1 ( table outlook). econdly,a di cu ed above, the pool exhibit a
robu t default tolerance level that provide bondholder with uperior credit protection from nonperformance of
pledged loan . La tly, the Board ha the willingne and ability to ub titute nonperforming pledged loan | if any,
from it large inventory of performing loan .

2012 MA TER INDENTURE EXHIBIT  OLID LEGAL FRAMEWORK

The 2012 ma ter indenture exhibit key provi ion that offer the Board flexibility and provide bondholder with a
olid legal framework.

The ma ter indenture permit the ub titution of pledged loan at the Board' di cretion, and management
communicated it willingne and ability to ub titute a nonperforming or di tre ed pledged loan with one( ) from
the unpledged portfolio if appropriate. A of June 30, 2012, the Board maintained $3.1 billion of loan (of which $2.8
billion were amortizing, and $394 million are pledged to the 2012 Bond ). We view thi a avery trong feature of
the legal framework becau e, although unlikely, it mitigate theri k a ociated with the nonperformance of a
pledged borrower. The trength of thi feature however could deteriorate if the amount of unpledged loan available
for ub ftitutioni materially reduced.

The 2012 indenture utilize an open tructure - meaning additional parity revenue bond may bei ued under the
indenture in the future provided that the additional bond te ti ati fied. With thi feature, allbond i ued under
the indenture can be cro -collateralized with program-levela et ,a oppo ed to havinga erie - pecific flow of
fund a wa theca e inthe 2002 indenture. The 2012 indenture maintain aclo ed-loop tructure which retain
pledgeda et unle relea ed perthe Coverage Te t atthe Board' di cretion. The Coverage Te tmu t

demon ftrate that program a et arenotle than 105% of debt ervice for each bond year, and that the debt



ervice re erve, ifany,i fully funded a per the minimum requirement. (The 2012 Bond are not required to
maintain a re erve). If the e two condition are met, pledgeda et may be relea ed from the lien of the indenture
and tran ferred to the Clean Water RF (out ide of the indenture) free and clear. Furthermore, the legal framework
e tabli he the opportunity to potentially cro  -collateralize with the Drinking Water RF, whichi admini tered by
California’ Department of Public Health, in the future. There are no drinking water loan in the program at thi
time.

OUTLOOK

The outlook on the bond i table to reflect ufficient additional re ource and ability to mitigate the ri k
a ociated with nonperforming loan , including: high default tolerance, trong credit quality of the loan portfolio,
and the ability to ub titute loan under the Ma ter Indenture.

What could change the rating up:

* Not applicable

What could change the rating down:

* Material deterioration of the loan portfolio credit quality
* ignificant decline in minimum debt ervice coverage or default tolerance
KEY INDICATOR

* Bond program type - Ca h flow

* Default tolerance - 42%

* Minimum debt ervice coverage - 1.73x

* Pool weighted average rating range - Aa

* Unique borrower - 16

* Borrower withle than 1% of the total portfolio - 0%

* Top 5 borrower - 66%

1.0range County Water Di trict (Aa1) - 28%

2.City of Hayward (NR) - 12%

3.Yucaipa Valley Water Di ftrict (A1) - 10%

4 City of Chico (NR) - 10%

5.Inland Empire Utilitie Agency (Aa2) - 7%

The principal methodology u ed in thi ratingwa U. . tate Revolving Fund Debt publi hed in July 2010. Plea e
ee the Credit Policy page on www.moody .com for a copy of thi methodology.

REGULATORY DI CLO URE

The Global cale Credit Rating onthi pre relea ethatarei ued by one of Moody' affiliate out ide the EU
are endor ed by Moody' Inve tor ervice Ltd., One Canada quare, Canary Wharf, London E 14 5FA, UK, in
accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating Agencie . Further
information on the EU endor ement tatu and on the Moody' office thatha i ued a particular Credit Rating i
available on www.moody .com.

Forrating i uedonaprogram, erie or category/cla of debt, thi announcement provide relevant regulatory
di clo ure inrelationto eachratingofa ub equentlyi ued bond or note of the ame erie or category/cla of
debt or pur uant to a program for which the rating are derived exclu ively from exi ting rating in accordance with
Moody' rating practice . Forrating i uedona upport provider, thi announcement provide relevant regulatory
di clo ure inrelation to the rating action on the upport provider and in relation to each particular rating action for



ecuritie that derive their credit rating from the upport provider' credit rating. For provi ional rating , thi
announcement provide relevant regulatory di clo ure in relation to the provi ional ratinga igned, and in relation
to a definitive rating that may be a igned ub equent to the finali uance of the debt, in each ca e where the
tran action tructure and term have not changed prior to the a  ignment of the definitive rating in a manner that
would have affected the rating. For further information plea e ee the rating tabonthei uer/entity page for the
re pectivei uer on www.moody .com.

Information ource u ed to prepare the rating are the following: partie involved in the rating , public information,
and confidential and proprietary Moody' Inve tor ervice' information.

Moody' con ider the quality of information available on the rated entity, obligation or credit ati factory for the
purpo e ofi uing a rating.

Moody' adopt allnece arymea ure o thatthe informationitu e ina igningaratingi of ufficient quality
and from ource Moody' con ider to be reliable including, when appropriate, independent third-party ource .
However, Moody' i not an auditor and cannot in every in tance independently verify or validate information
received in the rating proce

Plea e eetherating di clo ure page on www.moody .com for general di clo ure on potential conflict of
intere t .

Plea e eetherating di clo ure page on www.moody .com for information on (A) MCO' major hareholder
(above 5%) and for (B) further information regarding certain affiliation that may exi t between director of MCO
and rated entite a wella (C) the name of entitie that hold rating from Ml that have al o publicly reported to
the EC anowner hip intere tin MCO of more than 5%. Amember of the board of director of thi rated entity
may al o be a member of the board of director of a hareholder of Moody' Corporation; however, Moody' ha
not independently verified thi matter.

Plea e ee Moody' Rating ymbol and Definition on the Rating Proce  page on www.moody .com for further
information on the meaning of each rating category and the definition of default and recovery.

Plea e eerating tabonthei uer/entity page on www.moody .com for the la t rating action and the rating
hi tory.

The date on which ome rating were fir trelea ed goe back to a time before Moody' rating were fully digitized
and accurate data may not be available. Con equently, Moody' provide a date that it believe i the mo t reliable
and accurate ba ed on the information thati available to it. Plea e ee the rating di clo ure page on our web ite
www.moody .com for further information.

Plea e ee www.moody .com for any update on change to the lead rating analy t and to the Moody' legal entity
thatha i ued the rating.
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CREDIT RATINGS ISSUED BY OODY'S INVESTORS SERVICE, INC. (" IS") AND ITS AFFILIATES ARE
OODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
CO IT ENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY OODY'S (" OODY'S PUBLICATIONS") AYINCLUDE OODY'S CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT CO IT ENTS, OR DEBT OR
DEBT-LIKE SECURITIES. OODY'S DEFINES CREDIT RISKAS THE RISK THAT AN ENTITY AYNOT EET
ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY CO E DUE AND ANY ESTI ATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
LI ITED TO: LIQUIDITY RISK, ARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND
OODY'S OPINIONS INCLUDED IN OODY'S PUBLICATIONS ARE NOT STATE ENTS OF CURRENT OR
HISTORICAL FACT. CREDIT RATINGSAND OODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVEST ENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND OODY'S PUBLICATIONS ARE NOT AND
DO NOT PROVIDE RECO  ENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES.
NEITHER CREDIT RATINGS NOR OODY'S PUBLICATIONS CO  ENT ON THE SUITABILITY OF AN
INVEST ENT FORANY PARTICULAR INVESTOR. OODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES
OODY'S PUBLICATIONS ITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR ILL
AKEITS O N STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN I PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT
LAW, AND NONE OF UCH INFORMATION MAY BE COPIED OR OTHERWI E REPRODUCED, REPACKAGED,
FURTHER TRAN MITTED, TRAN FERRED, DI EMINATED, REDI TRIBUTED OR RE OLD, OR TORED FOR
UB EQUENT U E FORANY UCHPURPO E, INWHOLE OR IN PART, INANY FORM OR MANNER OR BY ANY
MEAN WHAT OEVER, BY ANY PER ON WITHOUT MOODY' PRIOR WRITTEN CON ENT. All information
contained herein i obtained by MOODY' from ource believed by it to be accurate and reliable. Becau e of the
po ibility of human or mechanical error a well a other factor , however, all information contained herein i provided
"A | "without warranty of any kind. MOODY' adopt allnece arymea ure o thatthe informationitu e in
a igning a creditratingi of ufficient quality and from ource Moody' con ider to be reliable, including, when
appropriate, independent third-party ource . However, MOODY' i not an auditor and cannot in every in tance
independently verify or validate information received in the rating proce . Under no circum tance hall MOODY' have
any liability to any per on or entity for (a) any lo  or damage in whole or in part cau ed by, re ulting from, or relating to,
any error (negligent or otherwi e) or other circum tance or contingency within or out ide the control of MOODY' or any
of it director , officer , employee or agent in connection with the procurement, collection, compilation, analy i ,
interpretation, communication, publication or delivery of any uch information, or (b) any direct, indirect, pecial,
con equential, compen atory or incidental damage what oever (including without limitation, lo t profit ), even if
MOODY' i advi edin advance of the po ibility of uch damage , re ulting from the u e of or inability tou e, any uch
information. The rating , financial reporting analy i , projection , and other ob ervation , if any, con tituting part of the
information contained herein are, and mu t be con trued olelya , tatement of opinion and not tatement of fact or
recommendation to purcha e, ell or hold any ecuritie . Each u er of the information contained herein mu t make it
own tudy and evaluation of each ecurity it may con ider purcha ing, holding or elling. NO WARRANTY, EXPRE
OR IMPLIED,A TO THE ACCURACY, TIMELINE , COMPLETENE , MERCHANTABILITY ORFITNE = FORANY
PARTICULAR PURPO E OF ANY UCH RATING OR OTHER OPINION OR INFORMATION I  GIVEN OR MADE BY
MOODY' INANY FORMOR MANNER WHAT OEVER.
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Ml , a wholly-owned credit rating agency ub idiary of Moody' Corporation ("MCO"), hereby di clo e thatmo ti uer

of debt ecuritie (including corporate and municipal bond , debenture , note and commercial paper) and preferred
tock rated by Ml have, prior toa ignment of any rating, agreed to pay to Ml for apprai al and rating ervice

rendered by it fee ranging from $1,500 to approximately $2,500,000. MCO and Ml al o maintain policie and

procedure toaddre the independence of Ml ' rating and rating proce e . Information regarding certain affiliation

that may exi t between director of MCO and rated entitie , and between entitie  who hold rating from Ml and have

al o publicly reported to the EC an owner hip intere tin MCO of more than 5%, i po ted annually at

www.moody .com under the heading " hareholder Relation — Corporate Governance — Director and hareholder

Affiliation Policy."

Any publication into Au tralia of thi documenti by MOODY' affiliate, Moody' Inve tor  ervice Pty Limited ABN 61
003 399 657, which hold Au ftralian Financial ervice Licen e no. 336969. Thi documenti intended to be provided
only to "whole ale client " within the meaning of ection 761G of the Corporation Act 2001. By continuing to acce  thi
document from within Au tralia, you repre entto MOODY' that you are, or are acce ing the documenta a

repre entative of, a "whole ale client" and that neither you nor the entity you repre ent will directly or indirectly

di eminate thi document orit content to "retail client " within the meaning of ection 761G of the Corporation Act
2001.

Notwith tanding the foregoing, credit rating a igned on and after October 1, 2010 by Moody' Japan K.K. (“MJKK”) are
MJKK' current opinion of the relative future credit ri k of entitie , credit commitment , or debt or debt-like ecuritie . In

uchaca e, “M " in the foregoing tatement hall be deemed to be replaced with “MIKK”. MUKK i a wholly-owned
credit rating agency ub idiary of Moody' Group Japan G.K., whichi wholly owned by Moody’ Over ea Holding Inc.,
a wholly-owned ub idiary of MCO.

Thi creditratingi an opinion a to the creditworthine  of a debt obligation of the i uer, not on the equity ecuritie of
thei uer or any form of ecurity thati available to retail inve tor . It would be dangerou for retail inve tor to make
any inve tmentdeci ion ba ed onthi credit rating. If in doubt you hould contact your financial or other profe ional
advi er.





