
July 29, 2014

MEMORANDUM TO THE TRUSTEES

FROM THE PRESIDENT and CHIEF EXECUTIVE OFFICER

SUBJECT: Amendment to the Terms of a Memorandum
of Understanding Concerning the Temporary
Transfer of Funds to the State Treasury

SUMMARY

The Trustees are requested to approve and/or ratify an amendment to the terms of a
Memorandum of Understanding between the State and the Authority, dated as of February 23,
2009 (“2009 MOU”), relating to a temporary intra-governmental transfer of assets from the
Authority to the State. As discussed in detail below, the amendment would provide for a revised
schedule for the return of one of two assets that were temporarily transferred to the State in
accordance with the 2009 MOU. Copies of the 2009 MOU and the proposed amendment
(entitled “Amendment to Memorandum of Understanding,” dated as of April 24, 2014), are
attached hereto as Exhibits “A” and “B,” respectively.

BACKGROUND

In light of the severe budget problems facing the State at the time, the Authority was
authorized, in Chapter 2 of the Laws of 2009, as deemed feasible and advisable by the Trustees,
to make certain voluntary contributions to the State’s General Fund, as well as two separate
temporary asset transfers to the State in the amounts of $103 million and $215 million (referred
to in the 2009 MOU as “Asset A” and “Asset B”, respectively). See 2009 MOU, p. 1 (recitals)
and Appendix A.

As more specifically provided for in the 2009 MOU, the Authority agreed to transfer to
the State an amount equal to Asset A ($103 million) within 180 days of enactment of the 2009-
10 State Budget, and transfer to the State an amount equal to Asset B ($215 million) by March
27, 2009. 2009 MOU, Article II.

The State agreed to return Asset A not later than September 30, 2014, and return Asset B
not later than September 30, 2017. The MOU also contains provisions to provide for the return
of Asset A and Asset B or any portion thereof prior to these dates if specified conditions are
satisfied. 2009 MOU, § 3.1, 2nd paragraph.

The State also agreed in the 2009 MOU to include in the Executive Budgets for the
relevant time periods requested appropriations and other legislation relating to return of the
assets in the form attached to the 2009 MOU. 2009 MOU, § 3.1 (1st paragraph and Appendix A
and Appendix B).
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The 2009 MOU also contains provisions relating to the nature of the State’s agreement to
return the Assets. See 2009 MOU, Article IV.

In February 2009, the Authority’s Trustees authorized the execution of the 2009 MOU
and approved the temporary asset transfer of an amount equal to Asset B ($215 million), which
transfer was completed by March 26, 2009.

The Trustees also authorized the second temporary asset transfer of an amount equal to
Asset A ($103 million) to be made within 180 days of the enactment of the 2009-2010 State
Budget, with the condition that the payment of this latter amount would require Trustee
reaffirmation prior to the actual transfer in order to confirm that the release of such funds
remains “feasible and advisable” and in conformance with the requirements of the Authority’s
Bond Resolution.

At the time, Authority Staff reviewed the effects of both the voluntary contributions and
the asset transfer portions of the Governor’s Executive Budget Plan against the Authority’s
expected cash position and reserve requirements. The primary business criteria used to evaluate
the potential transfers are: (a) that the Authority maintains an adequate debt service coverage
ratio (at or above the median coverage ratio for comparable wholesale public power systems);
and (b) that the Authority maintains in total 100 days’ worth of cash on hand to continue to
provide for adequate liquidity. Based on that review, the schedule of payments and transfers
contemplated by the Governor’s Executive Budget Plan were not expected to violate these
criteria assuming the Authority achieves all its financial and operating goals during this period.
At their July 28, 2009 meeting, the Trustees provided such reaffirmation and the second transfer
was subsequently made.

DISCUSSION

In late 2013, the Division of the Budget asked the Authority whether it would be
amenable to revising the 2009 MOU to provide for a scheduled return of an amount equal to
Asset A over a five-year period in order facilitate the State’s financial planning. Authority staff
agreed to this accommodation, subject to Trustee approval/ ratification, and the Authority and
the State, acting through the Director of the Budget, executed an “Amendment to Memorandum
of Understanding,” dated as of April 24, 2014 (the “MOU Amendment”). The MOU
Amendment provides that it is not effective until approved/ratified by the Trustees. MOU
Amendment, ¶ 5.

In summary, the MOU Amendment (see ¶ 1) would replace Section 3.1 of the 2009 MOU
with a new provision in which the State would agree, subject to appropriation by the State
Legislature, to return Asset A to the Authority in five (5) annual installments, to be made no later
than September 30th of each of the following five State fiscal years (2014-15 through 2018-19)
and the following amounts:

State Fiscal Year 2014-15: $18,000,000
State Fiscal Year 2015-16: $21,000,000
State Fiscal Year 2016-17: $21,000,000
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State Fiscal Year 2017-18: $21,000,000
State Fiscal Year 2018-19: $22,000,000

Like the original provision, revised Section 3.1 provides for the return of either Asset A
or B or any portion thereof prior to the dates indicated if specified conditions are satisfied. See
MOU Amendment, p. 2 (3rd full paragraph). The MOU Amendment does not modify the State’s
agreement to return Asset B to the Authority not later than September 30, 2017.

The MOU Amendment modifies the appropriation language that the State would agree to
include in the Executive Budget to reflect the payment schedule discussed above (attached to the
MOU Amendment as Exhibit A).

Provisions of the 2009 MOU that are not specifically modified by the MOU Amendment
remain in force and effect.

FISCAL INFORMATION

Based upon the Authority’s financial plan projections, it is staff’s determination that the
State’s partial repayment of the $103 million temporary asset transfer by September 30, 2014
and subsequent installment payments by September 30th of each year 2015-2018, as
contemplated by the MOU Amendment, do not adversely affect the Authority’s capability of
meeting its obligations with respect to its debt service payments or operating and capital program
funding, nor does it affect an adequate service coverage ratio or the maintenance of 100 days
cash on hand to continue to provide for adequate liquidity.

RECOMMENDATION

The Executive Vice President and Chief Financial Officer recommends that the Trustees
ratify an amendment to the terms of the Memorandum of Understanding (“MOU”) between the
State and NYPA that provides for a new and specific repayment plan for the $103 million
temporary asset transfer approved by the Trustees in 2009 and furnished to the State’s general
fund in July 2009.

For the reasons stated, I recommend the approval of the above-requested action by
adoption of the resolution below.

Gil C. Quiniones
President and Chief Executive Officer
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R E S O L U T I O N

RESOLVED, That the Trustees hereby approve and ratify the Amendment to

Memorandum of Understanding,” dated as of April 24, 2014, which provides for, among other

things, a revised schedule for the State’s return of the Authority’s $103 million temporary asset

transfer approved by the Trustees in 2009, as recommended in the attached memorandum of the

President and Chief Executive Officer; and be it further

RESOLVED, That the Chairman, the Vice Chair, the President and Chief Executive

Officer, the Chief Operating Officer, the Executive Vice President and General Counsel, the

Executive Vice President – Chief Financial Officer, the Vice President – Controller, the

Corporate Secretary, the Treasurer and all other officers of the Authority be, and each of them

hereby is, authorized and directed, for and in the name and on behalf of the Authority, to do any

and all things and take any and all actions and execute and deliver any and all certificates,

agreements and other documents that they, or any of them, may deem necessary or advisable to

effectuate the foregoing resolution, subject to approval as to the form thereof by the Executive

Vice President and General Counsel.






























