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Summary:

New York State Power Authority; CP;
Wholesale Electric
Credit Profile

US$110.21 mil rev & taxable rev bndsser 2011A&B due 11/15/2040

Long Term Rating	 AA-/Stable
	

New

Rationale
Standard & Poor's Ratings Services has assigned its 'AA-' rating to the New York State Power Authority's (NYPA
or the authority) $110 million of proposed series 2011A bonds. The outlook is stable. NYPA plans to apply
proceeds to refund debt obligations outstanding.

At the same time, Standard & Poor's affirmed its 'AA-' rating on the authority's nearly $1.3 billion of parity senior
debt, and the 'A-1' short-term rating on the authority's subordinate-lien series 1-3 commercial paper (CP) and its
series 1 extendible municipal CP (EMCP) notes. Up to $1.2 billion of CP is authorized. About $490 million of CP
and $83 million of EMCP are outstanding. Standard & Poor's also affirmed its 'AA-/A-1+' ratings on NYPA's
$130.5 million senior-lien 1985 adjustable-rate tender notes.

The authority pays debt service from the net revenues of its electric system.

In our view, the 'AA-' ratings reflect the following strengths:

• NYPA benefits from autonomous rate-setting authority and is not subject to New York State Public Service
Commission oversight. Nevertheless, while we believe the state places substantial financial demands on the utility
that could erode financial strength and flexibility, the utility exhibited strong debt service coverage and liquidity
in the past four years.

• The authority exhibited strong debt service coverage of direct debt of at least 3.0x in fiscals 2008-2010. Although
debt service coverage was 30-80 basis points thinner after treating recurring transfers to state economic
development programs as operating expenses, the post-transfers coverage of 2.2x in 2010 soundly supports the
ratings.

• The utility's debt burden is low with a debt-to-capitalization ratio of about 39% in 2010, which reflects NYPA's
reliance on other energy suppliers' generation resources to serve substantial portions of its customers' energy
needs.

• Fiscal year-end 2010 unrestricted cash and investments represented more than six months' operating expenses net
of depreciation and amortization; however, the authority could deploy substantial portions of these balances to
support capital spending and avoid debt.

• NYPA serves a broad and economically diverse service territory.
• Strong demand for the authority's low-cost hydroelectric generation output accounts for more than half of its

energy sales. Hydroelectric resources are important contributors to NYPA's financial margins.
• NYPA benefits from its southeastern New York customers' election to assume responsibility for variability in

power supply costs the utility previously bore.
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• Firm transmission rights provide the utility with a financially valuable corridor for moving power generated
upstate to New York City.

We believe the following challenges temper these credit strengths:

• As a state authority, NYPA is exposed to substantial political influences, including pressure to contribute to state
economic development programs, which we view as having the potential to erode the utility's financial strength.

• In addition to the $119 million that the utility transferred to the state from operating cash flows in 2009 and
$159 million transferred in 2010, the authority also lent $318 million to the state in 2009 to help it address
budget deficits. New York pledged to repay this loan in two installments, in 2014 and 2017. Loan repayment
hinges on legislative appropriations and the loans do not constitute state debt. We view these very substantial
transfers as placing significant demands on liquidity and constraining credit quality.

• Sales of NYPA's hydroelectric facilities' output are important contributors to operating margins and their
contributions are susceptible to compromise during periods of drought or low market electricity prices, which
could erode financial performance.

• Although customers of NYPA's hydroelectric resources pay very low rates, NYPA has periodically acquiesced to
these customers' and its downstate customers' resistance to rate adjustments, which we view as eroding financial
flexibility. Examples include under recovery and deferrals of a portion of upstate hydroelectric generation costs
and statewide transmission costs.

• About 38% of the authority's debt obligations are variable-rate obligations. Through existing and planned swaps
and caps, NYPA expects to substantially mitigate this risk. NYPA hedged about $505 million of variable-rate
exposure, representing about 73% of variable-rate debt. The $189 million of unhedged exposure represents about
10% of total debt. Investment income from more than $1 billion of unrestricted cash and investments tempers
this exposure. We also believe there is considerable headroom between the ratings on the swap counterparties,
those on the utility, and the termination triggers in the swap documents.

NYPA is a corporate municipal instrumentality and political subdivision of New York State. It primarily sells
wholesale electricity to municipal utilities, governmental entities, large industrial and commercial customers,
investor-owned utilities, and utilities in neighboring states. Its contracts tend to be medium-to-long-term.

Unlike many other utilities, NYPA does not socialize its power supply costs across all customers. Rather, they pay
charges tied to the resources that supply their electricity needs. The utility's low-cost, hydroelectric portfolio mostly
benefits its upstate customers. NYPA charges municipal customers wholesale rates of about 1.3 cents per kilowatt
hour, which we view as extremely low. It also sells some of the hydroelectric output to industrial customers and
municipalities within and outside New York State. The authority principally serves its downstate governmental
customers' needs with owned and contracted thermal resources that it supplements with market purchases. These
customers' rates for delivered energy are nearly 7x those of the upstate municipalities.

In recent years, NYPA sourced the energy for more than 55% of its energy sales from its upstate hydroelectric
facilities' output. Consumers of this energy accounted for only about 20% of revenues. By comparison, downstate
customers accounted for about 70% of revenues.

At year-end 2010, the authority's long- and short-term debt was nearly $2 billion. NYPA reduced the year-end debt
balance about 16% from 2005 through 2011. The authority plans to use debt proceeds, revenues, and cash on hand
to finance more than $1.5 billion of 2011-2014 capital needs. It projects that debt amortization will offset new debt.

www.standardandpoors.com/ratingsdirect
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The authority's financing plans include borrowing to make loans to customers to promote economic development.

Debt service coverage of all direct debt obligations was at least 3.0x in fiscals 2008-2010, which was about 80 basis
points stronger than coverage in fiscals 2005-2007. Coverage ranged from 1.9x in 2005 to 2.2x in 2007. Coverage
in 2010 was strong in spite of low market prices that depressed surplus power sales margins.

Coverage ratios benefit from Entergy Corp.'s annual payments related to its 2001 $967 million purchase of NYPA's
interests in the Indian Point 3 and James A. Fitzpatrick nuclear generating stations in 2000. NYPA records Entergy's
payments of about $72 million per year on its income statement as other income. The payments will continue
through 2015. NYPA projects that it should achieve all-in debt service coverage that exceeds 2.5x with the
company's payments.

Standard & Poor's analysis also focuses on fixed-charge coverage. We view recurring transfer payments to the state
and its economic development programs as operating expenses. Debt service coverage after transfers was 2.2x,
which is consistent with the rating, but below 2008's 2.7x and 2009's 2.5x.

With limited exceptions, NYPA relies on energy-only contracts to serve its downstate customers and does not make
capacity payments under the contracts. These contracts do not have the debt service-like, fixed-cost attributes of
capacity payments.

Outlook
The stable outlook reflects our view of the utility's record of sound debt service coverage, strong liquidity, low-debt
burden relative to owned-generation capacity, and the breadth of the customer base. The level of transfer payments
to state programs and loans to New York State will be important in determining credit quality, and we view these
demands on liquidity as limiting the ratings' upward potential.

Related Criteria And Research
USPF Criteria: Electric Utility Ratings, June 15, 2007
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Ratings Detail (As Of September 16, 2011) (cont.)

New York St Pwr Auth CP

Short Term Rating
	 A-1

	
Affirmed

New York St Pwr Auth rev bnds   

Unenhanced Rating AA-(SPUR ►/Stable Affirmed      

New York St Pwr Auth taxable rev bnds ser 2003A dtd 12/18/2003 due 11/15/2008-2013 2018 2023 2028 2033

Unenhanced Rating
	 AA-(SPUR ►/Stable	 Affirmed

New York St Pwr Auth wholesale elec

Unenhanced Rating
	 AA-(SPUR ►/Stable	 Affirmed

Many issues are enhanced by bond insurance.

Complete ratings information is available to subscribers of RatingsDirect on the Global Credit Portal at
www.globalcreditportal.com. All ratings affected by this rating action can be found on Standard & Poor's public
Web site at www.standardandpoors.com . Use the Ratings search box located in the left column.
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