§ 2926. Interest rate exchange or simlar agreements for court
facilities and conbi ned occupancy structures and health facilities. 1.
In connection with the issuance of bonds, notes, or other obligations,
or in connection with such bonds, notes, or other obligations already
out standing, for court facilities and comnmbi ned occupancy structures
pursuant to section sixteen hundred eighty-b of this chapter, and health
facilities pursuant to paragraph (b) of subdivision one of section eight
of section one of chapter three hundred ninety-two of the | aws of
ni net een hundred seventy-three, the dormtory authority shall have the
power to:

(a) enter into interest rate exchange or simlar agreenents with any
person under such ternms and conditions as the dormtory authority nmay
determ ne, including provisions as to default or early term nation and
i ndemmi fication by the dormtory authority or any other party thereto
for I oss of benefits as a result thereof; and

(b) procure insurance, letters of credit or other credit enhancenent
Wi th respect to agreenents described in paragraph (a) of this
subdi vi si on; and

(c) provide security for the paynent or performance of its obligations
Wi th respect to agreenents described in paragraph (a) of this
subdi vi sion from such sources and with the sane effect as authorized by
applicable law with respect to security for its bonds, notes or other
obl i gati ons; and

(d) nodify, amend, replace, or enter into new agreenents, for the
pur pose of reducing or elimnating a situation of risk or exposure under
an existing agreenent, including, but not limted to a counterparty
downgr ade, default, or other potential econom c |oss.

2. Any interest rate exchange or simlar agreement entered into
pursuant to subdivision one of this section shall be subject to the
following imtations:

(a) any such agreenent shall be in the formof a witten contract with
a counterparty to provide for an exchange of paynents based upon
interest rates, and shall be for exchanges in currency of the United
States of Anmerica only; and

(b) the counterparty thereto shall have credit ratings fromat |east
two nationally recognized statistical rating agencies that are within



the three highest investnent grade categories, or the paynent
obligations of the counterparty shall be unconditionally guaranteed by
an entity with such credit ratings; and

(c) the witten contract shall require that, should the rating of the
counterparty, if its paynent obligations are not unconditionally
guar anteed by another entity, or should the rating of the entity
uncondi ti onal | y guaranteeing the paynent obligations of the
counterparty, if so secured, fall below the rating required by paragraph
(b) of this subdivision, that the obligations of such counterparty shal
be fully and continuously collateralized by direct obligations of, or
obligations the principal and interest on which are guaranteed by, the
United States of America, with a net market value of at |east one
hundred two percent of the net narket value of the contract to the
dormtory authority, and such collateral shall be deposited with the
dormtory authority or an agent thereof; and

(d) the total notional amobunt of such interest rate exchange or
simlar agreenents entered into by the dormtory authority shall not
exceed an anmount equal to twenty per centum of the total anount of
bonds, notes or other obligations outstanding or to be issued on behal f
of a participating nunicipality pursuant to section sixteen hundred
eighty-b of this chapter; provided, however, that such total notiona
anount shall not include the notional anmpbunt of interest rate exchange
or simlar agreenents entered into for the purpose of reducing or
elimnating a situation of risk or exposure under an existing agreenent,
i ncluding, but not limted to a counterparty downgrade, default, or
ot her potential econom c |oss; and

(e) the total notional amount of such interest rate exchange or
simlar agreenents entered into by the dormtory authority shall not
exceed an anmount equal to twenty per centum of the total anount of
bonds, notes or other obligations outstanding or to be issued on behal f
of a participating nmunicipality pursuant to paragraph (b) of subdivision
one of section eight of section one of chapter three hundred ninety-two
of the Iaws of nineteen hundred seventy-three; provided, however, that
such total notional amount shall not include the notional anount of
i nterest rate exchange or simlar agreenents entered into for the
pur pose of reducing or elimnating a situation of risk or exposure under
an existing agreenent, including, but not limted to a counterparty



downgr ade, default, or other potential econom c |oss.

3. (a) Prior to authorizing the approval of any contract for interest
rate exchange or simlar agreement pursuant to subdivision one of this
section, the board of the dormtory authority shall adopt witten
gui del i nes addressing the foll ow ng:

(i) the conditions under which such contracts can be entered into;

(ii) the nmethods by which such contracts are to be solicited and
procured;

(iii) the formand content such contracts shall take;

(iv) the aspects of risk exposure associated with such contracts;

(v) standards and procedures for counterparty sel ection;

(vi) the procurenent of credit enhancenent, liquidity facilities, or
the setting aside of reserves in connection with such contracts;

(vii) collateralization or other requirenents for securing the
financial interest in such contracts;

(viii) the methods to be used to reflect such contracts in the
dormtory authority's financial statenents;

(ix) financial nonitoring and periodi c assessnent of such contracts by
the dormtory authority; and

(x) such other matters relating thereto as the board of the dormtory
authority shall deem necessary and proper.

(b) The dormtory authority shall issue a report to the director of
t he budget, the chairpersons of the senate finance commttee and the
assenbly ways and neans committee, and the state conptroller, on or
before March first in any state fiscal year in which it enters into or
continues to be a party to a contract for interest rate exchange or
simlar agreenent. Such report shall list all such contracts entered
into pursuant to this section, and shall include, but not be Iimted to,
the following information for each such contract, as applicable:

(i) a description of the contract, including a sunmary of the terns
and conditions thereof and the method of procurenent;

(ii) any amounts which were required to be paid and recei ved, and any
anounts which actually were paid and recei ved thereunder;

(iii) any credit enhancenent, liquidity facility or reserves
associated therewith including an accounting of all costs and expenses
i ncurred, whether or not in conjunction with the procurenent of credit



enhancenment or liquidity facilities;

(iv) a description of each counterparty;

(v) an assessnent of the counterparty risk, termnation risk, and
ot her risks associated therewth.

4. The dormitory authority shall not enter into any interest rate
exchange or simlar agreenent pursuant to this section unless the |ease,
subl ease, or other agreenent between the participating nmunicipality and
the dormtory authority:

(a) expressly authorizes the dormtory authority to enter into such
agreenents with respect to bonds, notes or other obligations outstanding
or to be issued in connection with court facilities and conbi ned
occupancy structures or health facilities for that participating
muni ci pality; and

(b) further obligates the participating nunicipality to pay to the
dormtory authority any and all anmounts payable by the authority under,
or as a result of, such interest rate exchange or sim/lar agreenent.



