


Terms – 2005 Swap Transactions. Under the 2005 Swap Transactions, the Authority is obligated to make 
payments to the Swap Providers calculated at a fixed rate of 3.533% per annum, and the Swap Providers are 
obligated to make floating rate payments to the Authority calculated at a rate equal to 67% of the one-month 
LIBOR for U.S. deposits.  The Series 2005C Bonds and the 2005 Swap Transactions have a stated final 
maturity date of January 1, 2025. As of June 30, 2014, rates were as follows: (see example in table below) 

 

 

 

 

Interest rate swap: 

 

 

Terms 

 

2004 Swap Rates 

September 30, 2014 

 

2005 Swap Rates 

September 30, 2014 

Fixed payment to counterparties Fixed Payment 3.673% 3.533% 

Minus Variable payment from counterparties 67% of 1-Month 
LIBOR 

0.103% 0.103% 

Net interest rate swap payments  3.570% 3.430% 

Plus 2009D Variable-rate bond coupon 
payments 

Avg. Coupon + 
100 bps* 

1.070% 1.070% 

Synthetic interest rate on bonds including 
LOC & Remarketing 

 4.640% 4.500% 

     *90bps LOC fee & 10bps remarketing fee 

 

Fair value. As of September 30, 2014, the 2004 Swap Transactions had a negative fair value of 
$12,212,072.13 and the 2005 Swap Transactions had a negative fair value of $15,842,329.79.  The negative 
fair value signifies the amount that the Authority would owe to the Swap Providers upon the termination of 
all the Swap Transactions as of that date. The fair values were calculated using the FAIRVALUE 
ADVISOR, First Southwest’s online swap valuation system.  First Southwest is an independent third party 
provider of swap valuations. 

Credit risk.  As of September 30, 2014 the Authority was not exposed to counterparty credit risk because 
the Swap Transactions had a negative fair value.  However, should interest rates change and the fair value of 
the Swap Transactions become positive, the Authority would be exposed to credit risk in the amount of the 
fair value of the Swap Transactions. 

If the Swap Providers’ credit rating is reduced below A2 by Moody's or A by S&P, in the case of Citibank 
N.A., New York, or Aa3 by Moody's or AA- by S&P in the case of JPMorgan Chase Bank N.A., the 
provider is required to post collateral to the Authority’s credit.  

As of September 30, 2014, the Swap Providers' respective ratings by Moody’s Investors Service 
(“Moody’s”) and by Standard and Poor’s Corporation (“S&P”) are as follows: Citibank N.A., New York 
A2/A and JPMorgan Chase Bank N.A. Aa3/A+.  Each party’s portion of the 2004 Forward Swap and 2005 
Current Swap agreement is 2/3 & 1/3 and 1/3 & 2/3 respectively.   

 

 






