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 August 1, 2016 
 

To: Finance & Audit Committee 
LIPA Board of Trustees 
 

 Re: Quarterly Report on Interest Rate Exchange Agreements 
 Quarter Ended June 30, 2016 

 
Dear Finance & Audit Committee Members: 
 

The Long Island Power Authority (“the Authority”, “LIPA”) is filing this report 
pursuant to reporting requirements outlined in the Guidelines for the Use of Interest Rate 
Exchange Agreements, as approved by the Board of Trustees on March 26, 2015.  

 
Description of the Interest Rate Exchange Agreements 
 

LIPA entered into a separate ISDA Master Agreement and Schedule to the Master 
Agreement (collectively, a “Master Agreement”) with each of the bank counterparties (each 
individually, a “Counterparty” and collectively, the “Counterparties”) listed in the table below. 
Each Master Agreement, together with the related confirmation or confirmations, is 
hereinafter referred to as an “Interest Rate Exchange Agreement”, “IREA” or “Swap”. Details 
of each IREA are included in the Summary, attached hereto as Appendix A. The notional 
amounts of each transaction are set forth below:  

 
 Counterparty Notional Amount 

(000s) Effective Date Termination 
Date Type of Swap 

1 Wells Fargo Bank, N.A. (WFB) $150,000 Terminated 

2 Societe Generale, New York Branch (SG) $100,000 Terminated 

3 UBS AG (UBS) $587,225 6/1/2003 12/1/2029 Floating-to-Fixed 

4 Merrill Lynch Capital Services, Inc. (MLCS) $502,090 7/1/2004 8/15/2033 Basis Swap 

5 Bear Stearns Capital Markets, Inc. (BSCM) $251,045 7/1/2004 8/15/2033 Basis Swap 

6 Citibank, N.A., New York (CB) $251,045 7/1/2004 8/15/2033 Basis Swap 

7 Morgan Stanley Capital Services LLC (MSCS) $110,715 
 

Matured 
 

8 Wells Fargo Bank, N.A. (WFB) $200,000 6/29/2015 6/29/2020 Total Return1 

 
The estimated total Mark-To-Market value of the transactions, as of June 30, 2016, is 

approximately negative $300 million.  The mark-to-market value excludes transaction costs 
and is calculated at prevailing mid-market rates. Therefore, it represents the hypothetical 
amount that LIPA would owe to the Counterparties if the transactions were terminated on that 
date absent transaction costs. 

                                                 
1Based on the Authority’s Series 2015A Bonds (MMD FRN Rate), initially purchased by Wells Fargo pursuant 
to an Agreement Relating to Bonds between the Authority and Wells Fargo. 

 
Thomas Falcone 

Chief Executive Officer  
516.222.7700 

 
 



 
Ratings of Counterparties   
 
Please note that ratings below are as of June 30, 2016  
 

Bank Counterparty Moody's S&P Fitch 
    
UBS AG, Stamford Branch A1 A+ A+ 
Merrill Lynch Capital Services, Inc.1 Baa1 BBB+ A 
Bear Stearns Capital Markets Inc.2 A3 A- A+ 
Citibank, N.A., New York A1 A A+ 
Wells Fargo Bank, N.A. Aa2 AA- AA 

 
                 1Ratings reflect the ratings of Bank of America Corp.  
           2Ratings reflect the ratings of its parent company, JP Morgan Chase & Co. 
  
 

Merrill Lynch Capital Services, Inc., which carries the ratings of its parent and the 
guarantor of the swap, Bank of America Corporation, is rated Baa1 by Moody’s and BBB+ by 
S&P and no longer meets the requirements under the terms of the ISDA.  Please see further 
discussion of Merrill Lynch under “Counterparty Risk” below.  All of LIPA’s other 
counterparties’ ratings continue to be above the ratings required by the swap agreements.  
 
Description of Counterparties 

 
UBS AG is a Swiss bank with ratings of A1/A+/A+.  As of October 1, 2013, Bank of 

America completed the merger of its Merrill Lynch & Co., Inc. subsidiary into Bank of 
America Corporation (“BAC”). In connection with this merger, Bank of America Corp. 
assumed all of Merrill Lynch & Co., Inc.’s obligations including those of its subsidiaries. 
Merrill Lynch Capital Services, Inc. (“MLCS”) is a Delaware corporation and was a 
subsidiary of Merrill Lynch & Co., Inc. Therefore, Bank of America Corp. is the guarantor on 
the swap with MLCS, and is rated Baa1/BBB+/A. Bear Stearns Capital Markets, Inc. 
(“BSCM”) is a subsidiary of The Bear Stearns Companies, Inc. (“TBSCI”), which on May 30, 
2008 was acquired by JP Morgan Chase & Co. (JPMC & Co.), a Delaware Corporation rated 
A3/A-/A+.  All payments payable by BSCM are guaranteed by JPMC & Co. following the 
acquisition.  The ratings of BSCM, therefore, reflect those of JPMC & Co. Citibank, N.A., 
New York, a National Banking Association, is rated A1/A/A+.  Wells Fargo Bank, N.A., a 
National Banking Association, is rated Aa2/AA-/AA. 
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Risk Assessment 
 

Counterparty Risk: This is the risk that a Counterparty (or its guarantor) will default 
under its agreement. If a counterparty were to default under its agreement when owing a 
termination payment to LIPA, LIPA may have to pay another entity to assume the position of 
the defaulting counterparty. Currently, Counterparty Risk for LIPA is limited given that the 
majority of the termination values of the transactions are negative to LIPA (as of June 30, 
2016, only Swap 8 had a positive value to LIPA).   

 
LIPA sought to limit counterparty risk in these transactions by contracting with highly 

rated counterparties (see “Description of Counterparties” above) or requiring guarantees of 
the counterparty’s obligations under the IREA. LIPA monitors the credit rating and overall 
financial condition of the Counterparties (or their guarantors) and may exercise its right to 
assign the agreement to another counterparty, if necessary, to mitigate counterparty risk. LIPA 
also has the express written option, upon certain specified notice, to optionally terminate 
Swaps 4 through 6 at any time at market, and Swap 8 at any time.  These cancellation options 
afford LIPA the opportunity to limit risks from dealing with a Counterparty whose financial 
position is deteriorating. The unilateral option to terminate is not provided in Swap 3 (UBS); 
however, Counterparty Risk on this swap is limited as the mark-to-market is negative.  
Moreover, LIPA has included additional termination provisions in all of its swaps as well as 
certain collateral posting arrangements, which limit exposure to lower-rated counterparties 
should the mark-to-market of the swaps become positive. 

 
With respect to Swap 4, downgrades of Bank of America Corp. (guarantor of Merrill 

Lynch) below the A3/A- level have triggered an “Additional Termination Event” under the 
terms of the agreement (Bank of America was rated Baa1 by Moody’s and BBB+ by S&P as 
of June 30, 2016).  The Authority has the ability to terminate the swap based on these ratings; 
however, at this time, the current mark-to-market is negative to the Authority and therefore, 
the Authority would be required to make a payment to Merrill Lynch to terminate the swap.  
Accordingly, the Authority continues to monitor options with respect to this swap.  Merrill 
Lynch continues to perform as a responsible counterparty, and the Authority continues to 
reserve its rights under the agreement with respect to the Additional Termination Event.   

 
Termination Risk: Another risk associated with these transactions is the possibility 

that an agreement could be terminated by a Counterparty with LIPA owing a termination 
payment to the Counterparty. Only LIPA is entitled to terminate these transactions from time-
to-time without cause.  As long as LIPA fulfills its obligations under the contracts and does 
not default under the agreements, the Counterparties do not have the right to terminate these 
agreements. LIPA believes that termination risk is low because the Counterparties may 
terminate only upon the occurrence of certain events such as payment defaults, other defaults 
which remain uncured for 30 days after notice, the bankruptcy or insolvency of LIPA (or 
similar events), certain downgrades of LIPA’s and its insurer’s, if any, credit rating, or in the 
case of Swap 8, certain events related specifically to the associated bonds.  LIPA’s credit 
rating as of June 30, 2016 was Baa1/A-/A-, with stable outlooks.  LIPA’s insurer on Swaps 3 
and 4, Assured Guaranty Municipal Corp. (“AGM”), formerly Financial Security Assurance 
(“FSA”), was rated A2/AA by Moody’s and S&P as of June 30, 2016.  Fitch has, at AGM’s 
request, withdrawn its rating.  Moody’s has a “Stable Outlook” for AGM, and S&P has a 
“Stable Outlook”. 
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 With respect to Swap 3, an early termination event may occur should the claims-
paying ability of AGM be rated below both A2 by Moody’s and A by S&P, and LIPA has 
not: (a) provided a replacement credit enhancement, (b) maintained a credit rating of at least 
either A3 by Moody’s or A- by S&P, or (c) negotiated a Credit Support Annex with UBS and 
provided collateral as required thereunder. Under such an event, the counterparty would have 
a right to terminate the transaction and LIPA may be required to make up to five annual 
payments of up to $35 million for the first four years with the remaining balance due on the 
fifth year arising from such termination, depending on the market at that time. Additionally, 
should LIPA redeem any of the underlying bonds and not reassign the swap to other 
outstanding variable rate debt, the swap would terminate proportionately and be subject to the 
same deferred payment provisions identified above. 
 

With respect to Swap 4, an early termination event may occur should LIPA be 
downgraded below either Baa3 by Moody’s or BBB- by S&P, or the claims-paying ability of 
AGM be rated below either A3 by Moody’s or A- by S&P and LIPA has not: a) provided 
replacement credit enhancement (including compliance with collateral posting provisions, 
which require the posting of the negative mark-to-market in excess of a $30 million threshold 
if LIPA’s lowest rating from any one of Moody’s, S&P or Fitch falls to the Baa3/BBB-/BBB- 
level, as more fully described in “Collateral Posting” below), or b) provided a substitute swap 
insurance policy reasonably acceptable to MLCS. Under such an event, the counterparty 
would have a right to terminate the transaction and LIPA may be required to make a 
termination payment from such termination, depending on the market at that time.   
 
 With respect to Swap 5, an early termination event may occur should LIPA be 
downgraded below either Baa3 by Moody’s or BBB- by S&P. 
 
 With respect to Swap 6, an early termination event may occur should LIPA be 
downgraded by any one of Moody’s, S&P or Fitch below Baa3/BBB-/BBB-, or if LIPA is 
downgraded by any one of Moody’s, S&P or Fitch below Baa2/BBB/BBB and within 20 days 
of receiving notice of such downgrade from the counterparty has not (a) provided a guarantee, 
letter of credit, surety bond, insurance policy or other credit support document, (b) transferred 
the Swap to an acceptable counterparty, or (c) executed a credit support annex. 
 

With respect to Swap 8 (Total Return Swap), an early termination event may occur 
should the rating on the associated bonds (the Authority’s Series 2015A Bonds - MMD FRN 
Rate) be downgraded by any one of Moody’s, S&P or Fitch below Baa3/BBB-/BBB-.  Unlike 
Swaps 3–6, the counterparty also has the right to terminate following certain other events 
related specifically to the associated bonds, such as: if LIPA fails to pay principal or interest 
on the underlying bonds; if interest on the bonds is no longer deemed tax-exempt; if the bonds 
are found to be invalid, illegal or unenforceable; or if an event of default occurs under the 
purchase agreement for the bonds.  If a termination event were to occur with respect to LIPA, 
the counterparty would have a right to terminate the transaction and LIPA would make or 
receive any payment arising from such termination, depending on the change in market value 
of the associated bonds.   These termination events are similar to the termination events under 
LIPA’s letter of credit and other bank agreements.     
 

Additionally, under the structure of Swap 8, upon the swap’s maturity, a termination 
amount will be payable by either LIPA or the counterparty based on the market value of the 
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associated bonds.  The bonds are callable at par at the scheduled termination of the swap, and 
if called, would not result in a termination amount payable by either party.  

 
Collateral Posting: Under some of the swap agreements, LIPA may be required to post 

collateral to its counterparties in the event the mark-to-market is negative and its ratings fall 
below certain levels. 

 
Under Swap 4, if LIPA’s lowest rating from any one of Moody’s, S&P or Fitch falls to 

the Baa3/BBB-/BBB- level it must post the negative mark-to-market in excess of a $30 
million threshold.  A further downgrade from any one of Moody’s, S&P or Fitch below the 
Baa3/BBB-/BBB- level would require LIPA to fully collateralize the mark-to-market in the 
event the counterparty does not exercise its termination rights under the agreement. 

 
Under Swap 5, LIPA must fully collateralize the mark-to-market if its lowest rating 

from either Moody’s or S&P falls to the Baa3/BBB- level. 
 
As of June 30, 2016, LIPA would be required to post a total of $4.4 million in 

collateral upon a downgrade by Moody’s, S&P, or Fitch to the Baa3/BBB-/BBB- level.  
Collateral may be posted in the form of cash or eligible securities. 

 
There are currently no collateral posting requirements with respect to Swaps 3 and 6; 

however, LIPA may be required to execute documentation containing such provisions and 
post additional collateral upon the occurrence of certain events, as described further in 
“Termination Risk” above.   

 
Swap 8 is not subject to any collateral posting by LIPA. 
 
Basis Risk: The variable interest rate (69.47% of 1-month LIBOR) LIPA receives 

under Swap 3 may differ from the amount LIPA is required to pay on the associated variable 
rate bonds, potentially resulting in net increased payments by LIPA. This is referred to as 
“Basis Risk.”  LIPA’s variable rate bonds have traded, from time to time, at yields above the 
variable rates received under Swap 3.  LIPA has attempted to mitigate this risk by more 
closely matching the variable rate payable on its bonds to that received under Swap 3.  
Specifically, in December 2014, LIPA refunded $150 million of outstanding variable rate 
bonds with Floating Rate Notes (FRNs) that bear interest at 70% of LIBOR, plus a fixed 
spread.  Additionally, LIPA refunded $200 million of outstanding variable rate bonds in June 
2015 with MMD FRN bonds.  The interest rate payable on these MMD FRN bonds, taking 
into account payments made and received under Swap 8 (69.4% of LIBOR plus a fixed 
spread), is closely associated with the floating rate received under Swap 3.  In November 
2015, LIPA refunded $149,000,000 of outstanding variable rate bonds with FRNs that bear 
interest at 70% of LIBOR, plus a fixed spread. 

 
In addition, LIPA has three basis swaps (Swaps 4, 5 and 6) whereby LIPA pays 

SIFMA and receives 70.5% of 1-Month LIBOR.  LIPA also received an upfront amount of 
$35 million at the inception of the basis swaps, representing a reduction or savings in interest 
expense on the associated debt.  Between 2008 and 2011, as a result of dislocation of the 
short-term interest rates, the short-term SIFMA/LIBOR ratio increased compared to the 
historical averages.  This is a form of Basis Risk that resulted in the erosion of savings on 
these swaps, as the SIFMA rate paid by LIPA exceeded the percentage of LIBOR rate 



 6 

received by LIPA from time to time.  From late 2011 to March 2016, the short-term 
SIFMA/LIBOR ratio decreased to below historical averages, resulting in LIPA receiving 
positive annualized accruals.  As of June 30, 2016, the short-term SIFMA/1-Month LIBOR 
ratio applicable to these swaps was 87.9%.   

 
The Authority views Basis Risk as a limited form of variable rate exposure, and 

therefore takes Basis Risk into account when analyzing outstanding interest rate exposure, as 
shown in Appendix C. 

 
Interest Rate Exposure 
 
 As of June 30, 2016, LIPA’s net floating rate exposure is 10.3% as summarized in 
Appendix C. 
 
Status of Qualified Independent Representative (“QIR”) 
 

The Authority has reviewed and approved the use of QIRs meeting the standards 
established under the Dodd-Frank Act and contained at present in rulemaking by the 
Commodity Futures Trading Commission.  The Authority’s QIRs have previously represented 
that they meet all applicable standards and as of the date hereof, the Authority is not aware of 
any material changes to the status of such representations. 
 
 
 
 

    /s/ Thomas Falcone__      
Thomas Falcone 
Chief Executive Officer & 
Chief Financial Officer 
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Appendix A 

 
  Long  Island  Power  Authority  

 Swap Transaction Summary 
 

Transaction 3 

Corresponding Bond Series 

Series 2012C,  
Series 2014C,  
Series 2015A, 
Series 2015C  

Swap Type Synthetic Fixed 

Counterparty UBS AG 

Original Notional Amount $587,225,000 
Effective Date 6/1/2003 
Termination Date 12/1/2029 
Provider Cancel Option Date - 
LIPA Cancel Option Date - 
Option Premium - 
LIPA Pays 5.12% 
LIPA Receives 69.47% of 1-Month LIBOR 
First Counterparty Payment Date 7/1/2003 
First LIPA Payment Date 7/1/2003 
Up Front Cash Payment to LIPA $82,000,000 
Payments Made by LIPA as of 6/30/2016 ($393,278,936) 
Payments Received by LIPA as of 6/30/2016 (excluding upfront payment) $83,550,709  
LIPA Accrued Interest as of 6/30/2016 ($2,505,493) 
Counterparty Accrued Interest as of 6/30/2016 $152,693  
Mark-to-Market Valuation @ 6/30/2016 ($284,077,037) 
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Appendix A 

   
    Long  Island  Power  Authority  

   Swap Transaction Summary 
   Transaction 4 5 6 

Corresponding Bond Series 

2003C (2028, 
2029Terms)  

2006A (2020, 2024-2026 
Serials) 

2006B (2035 Serial) 
2006C (2034, 2035 

Terms)  
2006D (2022 Serial) 

2006E (2017-18, 2021-22 
Serials) 

2006F (2020-21, 
2028Serials, and 2030-

2033 Terms) 
2011A (2021, 2036 

Serials, and 2038 Term) 
2012A (2037, 2042 

Terms) 
 

 
2003C (2028, 
2029Terms) 

2006A (2020, 2024-2026 
Serials) 

2006B (2035 Serial) 
2006C (2034, 2035 

Terms)  
2006D (2022 Serial) 

2006E (2017-18, 2021-22 
Serials) 

2006F (2020-21, 2028 
Serials, and 2030-2033 

Terms)  
2011A (2021, 2036 

Serials, and 2038 Term) 
2012A (2037, 2042 

Terms)         
 
                                                                                             

2003C (2028, 
2029Terms)  

2006A (2020, 2024-26 
Serials)                  

2006B (2035 Serial) 
2006C (2034, 2035 

Terms)  
2006D (2022 Serial) 

2006E (2017-18, 2021-22 
Serials) 

2006F (2020-21, 2028 
Serials, and 2030-2033 

Terms) 
2011A (2021, 2036 

Serials, and 2038 Term) 
2012A (2037, 2042 

Terms)                                                                                            

Swap Type Basis Swap Basis Swap Basis Swap 

Counterparty Merrill Lynch Capital 
Services, Inc. 

JP Morgan / Bear 
Stearns Capital 

Markets, Inc. 

Citibank, N.A., New 
York 

Original Notional Amount $502,090,000 $251,045,000 $251,045,000 
Effective Date 7/1/2004 7/1/2004 7/1/2004 
Termination Date 8/15/2033 8/15/2033 8/15/2033 
Provider Cancel Option Date - - - 
LIPA Cancel Option Date - - - 
Option Premium - - - 
LIPA Pays SIFMA SIFMA SIFMA 
LIPA Receives 70.5% of 1-Month LIBOR 70.5% of 1-Month LIBOR 70.5% of 1-Month LIBOR 
First Counterparty Payment Date 7/15/2004 7/15/2004 7/15/2004 
First LIPA Payment Date 7/15/2004 7/15/2004 7/15/2004 
Up Front Cash Payment to LIPA $17,500,000 $8,750,000 $8,750,000 
Payments Made by LIPA as of 6/30/2016 ($72,120,092) ($35,844,994) ($35,859,910) 
Payments Received by LIPA as of 6/30/2016 
 (excluding upfront payment) 

$71,835,009  $35,733,999  $35,718,635  

LIPA Accrued Interest as of 6/30/2016 ($91,638) ($45,819) ($45,819) 
Counterparty Accrued Interest as of 6/30/2016 $70,781  $35,391  $35,391  
Mark-to-Market Valuation @ 6/30/2016 ($8,789,461) ($4,394,730) ($4,394,730) 
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Appendix A  

 
 

Long  Island  Power  Authority   
Swap Transaction Summary  

Transaction 8 

Corresponding Bond Series Series 2015A-1, A-2 

Swap Type Total Return 

Counterparty Wells Fargo Bank, N.A. 

Original Notional Amount $200,000,000 
Effective Date 6/29/2015 
Termination Date 6/29/2020 
Provider Cancel Option Date - 
LIPA Cancel Option Date - 
Option Premium - 
LIPA Pays 69.4% of 1-Month LIBOR + 0.40% 
LIPA Receives Bond Rate (MMD Index plus Spread) 
First Counterparty Payment Date 11/6/2015 
First LIPA Payment Date 7/1/2015 
Up Front Cash Payment to LIPA - 
Payments Made by LIPA as of 6/30/2016 ($1,244,696) 
Payments Received by LIPA as of 6/30/2016 $22,738  
LIPA Accrued Interest as of 6/30/2016 ($119,487) 
Counterparty Accrued Interest as of 6/30/2016 $659,803  
Mark-to-Market Valuation @ 6/30/2016 $1,319,168  
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APPENDIX B 

Additional Termination Events – Collateral Posting Thresholds 

Under the respective Master Agreements, LIPA or its counterparty must post collateral in the event of certain downgrades, as 
described below: 

Transaction Counterparty 
Relating to Counterparty 
Downgrade Relating to LIPA Downgrade 

 
1. 
 
 

 
Terminated 
December 10, 2013 
   

2. 
 
 

 
Terminated 
December 10, 2013 
   

3. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

UBS AG (UBS) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
No current collateral posting 
provisions.  LIPA has the right 
to terminate the swap if UBS 
fails to maintain rating of A3 
(Moody’s) or A- (S&P) and 
fails to execute a Credit 
Support Annex (or CSA) with 
LIPA 
 
 
 
 
 
 
 
 
 

No current collateral posting provisions.  UBS has the right 
to terminate the swap if: 
 
1 - Swap Insurer (AGM) fails to meet its payment  
     obligations and such failure is continuing pursuant to  
     the Swap Insurance Policy 
2 - Insurer ratings fall below A2 (Moody’s) and A (S&P)  
     and an event of default has occurred with LIPA as the  
     defaulting party 
3 - All the Swap Insurer ratings fall below A2 (Moody’s)  
     and A (S&P) and LIPA has not: 
          i) provided a replacement credit enhancement 
         ii) maintained a credit rating of at least A3 (Moody’s)  
              or A- (S&P) 
        iii) negotiated a Credit Support Annex with UBS and  
              provided collateral as required thereunder 
 

4. 
 
 
 
 
 
 
 
 
 
 

Merrill Lynch 
Capital Services, 
Inc. (MLCS) 
 
 
 
 
 
 
 
 

Rating of BAC (Guarantor of 
MLCS) falls below A3 
(Moody’s), A- (S&P), or A- 
(Fitch), as set out in CSA.  In 
the event BAC falls below A3 
(Moody’s) or A- (S&P), LIPA 
has the right to terminate the 
swap. 
 
 
 

 
Rating of LIPA falls below Baa2 (Moody’s), BBB (S&P), 
or BBB (Fitch) ($30 million threshold) or below Baa3 
(Moody’s), BBB- (S&P), or BBB- (Fitch) ($0 threshold), as 
set out in CSA (Swap Insurer (AGM) provisions and/or 
ratings do not affect collateral posting requirements by 
LIPA).  In the event LIPA falls below Baa3 (Moody’s) or 
BBB- (S&P), or in the event AGM falls below A3 
(Moody’s) or A- (S&P) and LIPA does not provide a 
substitute insurance policy or credit enhancement/collateral 
(see “Collateral Posting” above), MLCS has the right to 
terminate the swap. 
 

 
5. 
 
 
 
 
 
 
 

Bear Stearns 
Capital Markets 
Inc. (BSCM) 
 
 
 
 
 
 

Rating of JPMC & Co. 
(Guarantor of BSCM) falls 
below A3 (Moody’s) or A- 
(S&P).  In the event JPMC & 
Co. falls below Baa3 
(Moody’s) or BBB- (S&P), 
LIPA has the right terminate 
the swap. 
 

Rating of LIPA falls below Baa2 (Moody’s) or BBB (S&P).  
In the event LIPA falls below Baa3 (Moody’s) or BBB- 
(S&P), BSCM has the right to terminate the swap. 
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Transaction Counterparty 

 
Relating to Counterparty 
Downgrade Relating to LIPA Downgrade 

 
6. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Citibank, N.A., 
New York (CB) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
No current collateral posting 
provisions.  LIPA has the right 
to terminate the swap if rating 
of CB falls below Baa3 
(Moody’s), BBB- (S&P), or 
BBB- (Fitch); or if rating of 
CB falls below A3 (Moody’s), 
A- (S&P), or A- (Fitch) and 
CB has not provided a 
guarantee, letter of credit, 
surety bond, insurance policy 
or other credit support 
document, or Citibank has not 
executed a Credit Support 
Annex to be negotiated with 
LIPA 
 

No current collateral provisions.  CB has the right to 
terminate the swap if: 
 
1 - Rating of LIPA falls below Baa3 (Moody’s), BBB-  
     (S&P), or BBB- (Fitch) 
2 - Rating of LIPA falls below Baa2 (Moody’s), BBB  
     (S&P), or BBB (Fitch) and LIPA has not provided a  
     guarantee, letter of credit, surety bond, insurance policy  
     or other credit support document, or LIPA has not  
     executed a Credit Support Annex to be negotiated with  
     Citibank  
 
 
 
 
 
  

 
7. 
 
 

 
Matured 
September 1, 2015 

 
  

 

 
8. 

 
Wells Fargo Bank, 
N.A. (WFB) 

 
Rating of WFB falls below A3 
(Moody’s), A- (S&P), or A- 
(Fitch) by two rating agencies.  
In the event WFB falls below 
A3 (Moody’s), A- (S&P), and 
A- (Fitch) by all three 
agencies, LIPA has the right to 
terminate the swap. 
 

 
LIPA does not post collateral under Swap 8.  If the rating of 
the associated bonds (Series 2015A - MMD FRN Rate) 
falls below Baa3 (Moody’s), BBB- (S&P), or BBB- (S&P), 
WFB has the right to terminate the swap. 
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Appendix C   
Long Island Power Authority & Utility Debt Securitization Authority   
Floating Rate Exposure 6/30/2016 
Fixed Rate Bonds   
   1998 A  $122,877,049  
   2000 A 324,812,627  
   2003 C 36,645,000  
   2006 A 22,800,000  
   2006 D (excl. CPI Bonds) 55,360,000  
   2006 E 310,240,000  
   2006 F 211,690,000  
   2008 B 45,500,000  
   2009 A 191,670,000  
   2010 B 210,000,000  
   2011 A 221,635,000  
   2012 A 250,000,000  
   2012 B 188,715,000  
   2014A 413,070,000  
   2014B 164,950,000  
   2015B 117,230,000  
Utility Debt Securitization Authority   
   UDSA Series 2013 1,887,324,000  
   UDSA Series 2015 1,002,115,000  
   UDSA Series 2016A 636,770,000  
    
Sub-Total  $6,413,403,675  
Floating Rate Bonds   
   Commercial Paper – Subordinated CP1 200,000,000  
   Commercial Paper – Subordinated CP2 100,000,000  
   2012 C 175,000,000  
   2014 C Floating Rate Note 150,000,000  
   2015 A MMD FRN Rate (1) 200,000,000  
   2015 C Floating Rate Note 149,000,000  
   General Revenue Notes -1  150,000,000  
   General Revenue Notes -2 70,625,000  
Sub-Total  $1,194,625,000  
TOTAL BONDS ISSUED (a) $7,608,028,675  
    
Total Floating Rate Bonds $1,194,625,000  
Net Floating Rate Exposure of Swaps (4)   
   Floating-to-Fixed (related to Swap 3 and 8) (2) ($534,142,208) 
   Basis Swap (Floating) (related to Swaps 4, 5 and 6) (3) $577,403,500  
Total Net Floating Rate Exposure of Swaps $43,261,293  
Cash & Short-Term Investments Net of Restricted Funds (5) ($454,013,992) 
NET FLOATING RATE BONDS (b) $783,872,301  
Net Floating Rate Exposure   (b) / (a) 10.30% 

 
1) The 2015A Bonds have an associated Total Return Swap whereby LIPA receives the rate paid on the Bonds (MMD Index 

plus a spread) and pays a rate of 69.4% 1-Month LIBOR plus a spread.  
2) Swap 3 treated as having floating rate exposure equal to the highest ever annual average for the SIFMA/LIBOR ratio of 

128% minus the receiver ratio of 69.47% on an amount net of the LIBOR-based bonds (2014C, 2015A, and 2015C), and 
also taking into account the net differential on the LIBOR-based bonds. 

3) Basis Swap treated as having floating rate exposure equal to the highest ever one year average of the SIFMA/LIBOR ratio 
of 128% minus the receiver ratio of 70.5%. 

4) Swaps numbered as shown on page 1. 
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