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OBLIGATIONS UNDER LEASE PURCHASE AGREEMENT11.  – 
CERTIFICATES OF PARTICIPATION, Continued: 

Forward Interest Rate Swaps:

Objectives:  The District entered into forward interest rate swaps (referred to herein collectively as 
“Swaps”) in order to lower its cost of capital and protect against rising interest rates.  The Swaps are a 
hedge on the District’s fl oating rate debt and were executed to manage its mix of fi xed and fl oating rate 
exposure in its on-going borrowing program.

Summary of Swap Transactions by Category:

Forward Synthetic Fixed Rate Swap Transactions

Date of 
Execution

Notional
Amount

Outstanding

Effective
Date

Termination 
Date

Associated
Certifi cates

Fixed
Payable

Swap Rate

Variable 
Receivable
Swap Rate

Counterparty
Credit Rating 
at June 30, 

2009

Fair Value 
at June 30, 

2009

04-03-2006 $65,935,000 04-01-07 08-01-2027 COP 2002A 3.821% 70% 1Mo 
LIBOR Aaa/AA- ($6,650,239)

04-03-2006 $66,260,000 04-01-07 08-01-2027 COP 2002B 3.821% 70% 1Mo 
LIBOR Aaa/AA- ($6,671,769)

04-03-2006 $57,440,000 08-01-08 07-15-2027 COP 2008C 3.909% 70% 1Mo 
LIBOR A2/A ($7,035,864)

Swap Payments and Associated Debt:  As of June 30, 2009, debt service requirements and net swap 
payments were as follows (in thousands):

Fiscal Year Principal Interest Swap Net Interest Total Interest
2009 $3,945 $3,505 $4,109 $7,614

Using rates as of June 30, 2009, debt service requirements for variable rate debt and net Swap 
payment, assuming current interest rates remain the same, are as follows (in thousands):

Fiscal Year Principal Interest Swap Net 
Interest

Total Interest

2010 $     4,155 $      1,663 $       6,788 $          8,451

2011 $     4,375 $      1,539 $       6,406 $          7,945

2012 $     4,915 $      1,489 $       6,437 $          7,926

2013 $     4,865 $      1,438 $       6,273 $          7,711

2014 $     5,125 $      1,379 $       6,096 $          7,475

2015 - 2019 $   40,425 $      5,882 $     27,157 $        33,039

2020 - 2024 $   49,025 $      3,851 $     20,950 $        24,801

2025 - 2028 $   76,750 $      1,127 $       9,898 $        11,025

Total $ 189,635 $   18,368 $     90,005 $      108,373

Risk Disclosure:

Credit Risk. The Swaps rely upon the performance of the third parties who serve as swap counterparties, 
and as a result the District is exposed to credit risk, or the risk that a swap counterparty fails to perform 
according to its contractual obligations.  The appropriate measurement of this risk at the reporting date 
is the fair value of the swaps, as shown in the columns labeled Fair Value in the tables above.  All Fair 
Values have been calculated using the Par Value Method.  To mitigate credit risk, the District maintains 
strict credit standards for swap counterparties.  The current swap counterparties have ratings in single-A 
category or better.  To further mitigate credit risk, the District’s swap documents require counterparties 
to post collateral for the District’s benefi t if they are downgraded below a designated threshold.
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