
Interest Rate Swap Policy
 

Negotiated - On behalf of the College, NJEFA may procure swaps by negotiated methods if a 
determination is made by the College in consultation with its swap advisor that due to the 
complexity of a particular transaction, speed of execution or to recognize a good idea, a 
negotiated bid would 'result in the most favorable pricing to the College. 

5. Counterparty Exposure 

The College shall endeavor to diversify its exposure to counterparties. To that end, before 
entering into a swap agreement, it will obtain an evaluation of its exposure to the relevant 

counterparty or counterparties and how the proposed transaction would affect the exposure. 
The exposure should be measured in terms of notional amount, mark to market valuation and 
volatility. 

6. Term and Notional Amount 

In most cases, the appropriate term for a swap agreement shall be the same as for the bonds it is 
being used to hedge. Similarly, the notional amount of an agreement should amortize at least as 

quickly as do the bonds it is being used to hedge. 

7. Pledging of Collateral 

As part of any swap agreement, the College may, based on credit ratings of the counterparty, 
require collateralization or other forms of credit enhancements to secure any or all payment 
obligations under the agreement. As appropriate, the College, in consultation with NJEFA, legal 
counsel and its Swap Advisor, may require collateral or other credit enhancement to be posted 

by the counterparty subject to the collateral threshold amounts specified for such agreement. 
Additional collateral for decreases in credit ratings of each counterparty and/or increases in 
threshold mark to market exposure shall be posted by each counterparty in accordance with the 

.provisions contained in the swap agreement. Collateral shall be deposited with a third party 

trustee, or as mutually agreed upon between the College, NJEFA and the counterparty. The 
market value of the collateral shall be determined on not less than a weekly basis, or more 

frequently if the NJEFA determines it is in the College's best interest given the specific 
collateral. 

8. Prohibited Agreements 

The College will not use swap agreements that: 

(i)	 Are purdy speculative in nature or create extraordinary leverage or risk; 

(ii)	 Lack adequate liquidity to terminate without incurring a significant bid/asked spread; 
or 

(iii)	 Provide insufficient price transparency to allow reasonable valuation. 
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Interest Rate Swap Policy
 

c. EVALUATION AND MANAGEMENT OF THE AGREEMENTS 

1. Evaluation 

The College, along with NJEFA and Swap Advisor, will review the following areas of potential 
risk. The College will work with NJEFA to have in place procedures to evaluate and understand 
the risks and to overcome or mitigate them, in the event that unfavorable situations occur: 

Interest Rote Risk: 

Interest rate risk is the risk that interest costs on a bond or an agreement will increase and cost 
more than the rates associated with a fixed-rate obligation. The College, in conjunction with 

NJEFA will develop procedures to monitor rates on all variable rate bonds and fixed-to-floating 
Swaps. 

Basis Risk: 

Basis risk is the risk of a mismatch between the actual variable interest rate on the College's debt 

and the variable interest rate on the Index from which any payments under a swap agreement are 
received. 

Prior to entering into any swap agreement, the College and its swap advisor will review the 
historical relationships and trading differentials between the variable rates on similar bonds and 

the Index. After entering into any agreement with basis risk, the College will require that 
NJEFA monitor any such mismatch and evaluate opportunities to reduce or eliminate basis risk 
at attractive prices. 

Termination Risk: 

Termination risk occurs when there is a need to terminate a swap agreement in an interest rate 

environment that dictates a termination payment by the College or the counterparty. 

Each swap agreement will be structured such that the counterparty's right to early termination is 
limited and such that the counterparty has no optional termination rights. Further, the College 

will require that a termination payment will be based on an agreement's market value, giving the 
College the best chance to recover such market value from a replacement counterparty. 

Countetparry Risk: 

Counterparty risk occurs when there is the failure of a counterparty to make required payments 
under a swap agreement. The Swap Monitor retained by NJEFA will monitor exposure levels, 
ratings thresholds and collateralization requirements and recommend actions that should be 

taken to enforce remedies when appropriate. The College will consider termination of any 
counterparty when the ratings fall below the minimum required for entering into the swap 
agreement. 
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WHEREAS: 

WHEREAS: 

WHEREAS: 

NOW THEREFORE, 
BE IT RESOLVED: 

VENDOR 

Faridy Veisz Fraytak 
$43,725 

TBS Services, Inc.
 
$72,600
 

TBS Services, Inc.
 
$88,000
 

Kimmel Bogrette 
$241,230 

U.S. Laboratories, Inc. 
$47,800 

Honeywell International, Inc. 
$120,000 

Attachment I 
Page 1 ofl 

Resolution Approving Waivers
 
Of Advertising
 

For Construction Contracting Purposes
 

State College Contracts Law permits waivers of advertising for specified 
purchases in excess of $28,300, and 

The Law provides that such waivers shall be approved by The College of New 
Jersey Board ofTrustees, and 

Waiver requests have been reviewed and are recommended by the Buildings and 
Grounds Committee, a subcommittee of The College of New Jersey Board of 
Trustees, 

The College of New Jersey Board of Trustees approves waivers to the following 
vendors for purposes as designated herein: 

PURPOSE 

Professional design services related to the 
Kendall water infiltration remediation 
project 

Professional design services related to the 
Ely Allen Brewster water infiltration 
remediation project 

Professional design services related to the 
Green Hall building envelope remediation 
project 

Professional design services related to the 
Decker renovation project 

Professional consulting services related to 
the testing and inspection services for the 
Student Apartment project 

Fire alarm projects 

FUNDING SOURCE 

Capital Reserves 

Housing Reserves 

Capital Reserves 

1999 Bond 

2002 Bond 

Housing Reserves 
Capital Reserves 

December 4, 2007 


