
PRESENTATION OF THE ANNUAL DERIVATIVE REPORT 

Description 

The annual derivative report communicates information regarding outstanding derivative transactions of 
the commission. As of August 31, 2010, there were three outstanding derivative transactions, with three 
counterparties, to be reported.  

Background

The derivative management policy, as amended on August 26, 2010, requires the CFO to present a 
written report to the commission on all outstanding derivative transactions as of the end of the reporting 
period. The annual report will contain a minimum of the following information: 

1. A description of the terms of each outstanding transaction; 

2. A statement of: 

a. The fair market value of each transaction as of the end of the reporting period; 

b. The amount of any collateral posted by the commission or by a counterparty during the 
period;

c. A summary of the cash flows for each transaction during the period; 

3. A list, including the credit rating, of counterparties and any guarantor for a counterparty for each 
transaction;

4. Determination as to whether continuance of each transaction conforms to the Investment, Debt, 
and Derivative Management policies; 

5. An evaluation of the performance of the trade versus projections at the time of execution. 

Criteria
None.

Problem/Condition 

None.

Other Comments 
 None. 

Alternate Solutions/Actions 
None.                     

DRAFT MINUTE ORDERS SUBJECT TO CHANGE PRIOR TO COMMISSION ACTION



____________________________________
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
_

0

A
N

N
U

A
L 

RE
PO

RT
 O

N
 D

ER
IV

A
TI

VE
 T

RA
N

SA
CT

IO
N

S
Fi

sc
al

 Y
ea

r 
20

10

Te
xa

s 
Tr

an
sp

or
ta

ti
on

 C
om

m
is

si
on

 M
ee

ti
ng

O
ct

ob
er

 2
8,

 2
01

0

DRAFT MINUTE ORDERS SUBJECT TO CHANGE PRIOR TO COMMISSION ACTION



____________________________________
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
_

1

D
er

iv
at

iv
e 

Tr
an

sa
ct

io
ns

 O
ut

st
an

di
ng

�
Th

re
e 

Co
ns

ta
nt

 M
at

ur
it

y 
Sw

ap
s 

on
 t

he
 T

ex
as

 M
ob

ili
ty

 F
un

d 
Bo

nd
s 

Se
ri

es
 2

00
6-

A
�

To
ta

l n
ot

io
na

l v
al

ue
 o

f 
$4

00
 m

ill
io

n 
sp

lit
 a

m
on

gs
t 

th
re

e 
co

un
te

rp
ar

ti
es

�
$1

00
 m

ill
io

n 
no

ti
on

al
 t

o 
G

ol
dm

an
 S

ac
hs

 M
it

su
i M

ar
in

e 
D

er
iv

at
iv

e 
Pr

od
uc

ts
�

$2
00

 m
ill

io
n 

no
ti

on
al

 t
o 

JP
M

or
ga

n 
Ch

as
e 

Ba
nk

�
$1

00
 m

ill
io

n 
no

ti
on

al
 t

o 
M

or
ga

n 
St

an
le

y 
Ca

pi
ta

l S
er

vi
ce

s
�

G
en

er
al

 S
w

ap
 T

er
m

s
�

Ex
ch

an
ge

 o
f 

pa
ym

en
ts

 b
et

w
ee

n 
th

e 
co

un
te

rp
ar

ti
es

 a
nd

 T
xD

O
T 

ar
e 

ne
tt

ed
m

on
th

ly
 a

nd
 p

ai
d 

on
 t

he
 f

ir
st

 b
us

in
es

s 
da

y 
of

 t
he

 m
on

th
�

Le
ng

th
 o

f 
th

e 
tr

ad
es

 a
re

 2
0 

ye
ar

s 
(S

ep
te

m
be

r 
1,

 2
00

7 
to

 S
ep

te
m

be
r 

1,
 

20
27

)
�

Th
e 

Co
m

m
is

si
on

 m
ay

 t
er

m
in

at
e 

an
y 

or
 a

ll 
of

 t
he

 t
ra

de
s 

at
 a

ny
 t

im
e

�
Th

e 
m

ar
ke

t 
va

lu
es

 o
f 

th
e 

sw
ap

s 
ar

e 
re

po
rt

ed
 b

y 
th

e 
co

un
te

rp
ar

ti
es

 e
ac

h 
m

on
th

DRAFT MINUTE ORDERS SUBJECT TO CHANGE PRIOR TO COMMISSION ACTION



____________________________________
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
_

2

D
er

iv
at

iv
e 

Tr
an

sa
ct

io
ns

 O
ut

st
an

di
ng

�
O

ri
gi

na
l t

er
m

s 
es

ta
bl

is
he

d 
in

 2
00

6
�

Ex
ch

an
ge

 o
f 

pa
ym

en
ts

 t
o 

be
gi

n 
Se

pt
em

be
r 

1,
 2

00
7 

�
Tx

D
O

T 
pa

ys
 S

IF
M

A
�

SI
FM

A 
= 

Se
cu

ri
ti

es
 In

du
st

ry
 a

nd
 F

in
an

ci
al

 M
ar

ke
ts

 A
ss

oc
ia

ti
on

�
An

 in
de

x 
fo

r 
on

e-
w

ee
k 

ta
x-

ex
em

pt
 v

ar
ia

bl
e 

ra
te

 d
eb

t
�

Tx
D

O
T 

re
ce

iv
es

 6
9.

42
% 

of
 1

0-
ye

ar
 U

S 
do

lla
r-

LI
BO

R 
sw

ap
 r

at
e

�
LI

BO
R 

= 
Lo

nd
on

 In
te

rb
an

k 
O

ff
er

ed
 R

at
e

�
Se

ri
es

 o
f 

in
di

ce
s 

fo
r 

ta
xa

bl
e 

de
bt

S
IF

M
A

69
.4

2%
 o

f L
IB

O
R

C
ou
nt
er
pa
rt
y

Tx
D
O
T

DRAFT MINUTE ORDERS SUBJECT TO CHANGE PRIOR TO COMMISSION ACTION



____________________________________
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
_

3

D
er

iv
at

iv
e 

Tr
an

sa
ct

io
ns

 O
ut

st
an

di
ng

�
Su

sp
en

si
on

 p
er

io
d 

te
rm

s 
ne

go
ti

at
ed

 in
 2

00
9

�
Th

re
e 

ye
ar

 s
us

pe
ns

io
n 

of
 T

xD
O

T 
pa

ym
en

ts
 f

ro
m

 D
ec

em
be

r 
1,

 2
00

9 
th

ro
ug

h 
N

ov
em

be
r 

30
, 

20
12

�
Tx

D
O

T 
re

ce
iv

es
 a

 f
ix

ed
 p

er
ce

nt
 o

f 
th

e 
no

ti
on

al
 a

m
ou

nt
 f

ro
m

 e
ac

h 
co

un
te

rp
ar

ty
�

G
ol

dm
an

 S
ac

hs
 M

M
D

P 
pa

ys
 1

.6
37

% 
pe

r 
ye

ar
 o

f 
th

ei
r 

no
ti

on
al

 v
al

ue
�

JP
M

or
ga

n 
Ch

as
e 

Ba
nk

 p
ay

s 
1.

59
0%

 p
er

 y
ea

r 
of

 t
he

ir
 n

ot
io

na
l v

al
ue

�
M

or
ga

n 
St

an
le

y 
Ca

pi
ta

l S
er

vi
ce

s 
pa

ys
 1

.5
75

% 
pe

r 
ye

ar
 o

f 
th

ei
r 

no
ti

on
al

 
va

lu
e

Fi
xe

d 
%

 o
f n

ot
io

na
l v

al
ue

Fo
r 3

 y
ea

rs
C
ou
nt
er
pa
rt
ie
s

Tx
D
O
T

�
Pa

ym
en

ts
 a

re
 r

ec
ei

ve
d 

fr
om

 t
he

 c
ou

nt
er

pa
rt

ie
s 

m
on

th
ly

�
At

 t
he

 e
nd

 o
f 

th
e 

su
sp

en
si

on
 p

er
io

d,
 t

he
 s

w
ap

s 
re

ve
rt

 b
ac

k 
to

 t
he

 o
ri

gi
na

l 
te

rm
s 

w
it

h 
Tx

D
O

T 
pa

yi
ng

 S
IF

M
A 

an
d 

th
e 

co
un

te
rp

ar
ti

es
 p

ay
in

g 
69

.4
2%

 o
f 

th
e 

10
-y

r 
U

SD
-L

IB
O

R 
sw

ap
 r

at
e

DRAFT MINUTE ORDERS SUBJECT TO CHANGE PRIOR TO COMMISSION ACTION



____________________________________
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
_

4

Co
un

te
rp

ar
ti

es
 a

nd
 C

re
di

t 
Ra

ti
ng

s

Cr
ed

it
 R

at
in

gs

Co
un

te
rp

ar
ty

N
ot

io
na

l
Fi

tc
h

M
oo

dy
’s

S&
P

G
ol

dm
an

 S
ac

hs
 M

it
su

i M
ar

in
e 

D
er

iv
at

iv
e 

Pr
od

uc
ts

$1
00

 m
ill

io
n

N
R

Aa
1

AA
A

JP
M

or
ga

n 
Ch

as
e 

Ba
nk

 N
A

$2
00

 m
ill

io
n

AA
-

Aa
1

AA
-

M
or

ga
n 

St
an

le
y 

Ca
pi

ta
l S

er
vi

ce
s

$1
00

 m
ill

io
n

A
A2

A

Co
un

te
rp

ar
ty

 r
at

in
g 

re
qu

ir
em

en
ts

A
t 

th
e 

ti
m

e 
of

 e
nt

er
in

g 
in

to
 a

 t
ra

ns
ac

ti
on

, 
th

e 
co

un
te

rp
ar

ty
 s

ha
ll 

be
:

�
ra

te
d 

at
 le

as
t 

A
A

-/
A

a3
 b

y 
at

 le
as

t 
on

e 
na

ti
on

al
ly

 r
ec

og
ni

ze
d 

ra
ti

ng
 a

ge
nc

y 
(F

it
ch

, 
M

oo
dy

’s
 o

r 
St

an
da

rd
 &

 P
oo

r’
s)

,
�

no
t 

on
 a

 r
at

in
g/

cr
ed

it
 w

at
ch

 w
he

re
 a

 r
at

in
g 

do
w

ng
ra

de
 b

el
ow

 A
A

-/
A

a3
 m

ay
 b

e 
im

m
in

en
t,

 
�

or
 h

av
e,

 a
s 

su
pp

or
t 

fo
r 

th
ei

r 
ob

lig
at

io
ns

, 
a 

“A
A

A
” 

su
bs

id
ia

ry
 o

r 
ot

he
r 

en
ti

ty
 (

e.
g.

 b
on

d 
in

su
re

r)
 a

s 
ra

te
d 

by
 a

t 
le

as
t 

on
e 

na
ti

on
al

ly
 r

ec
og

ni
ze

d 
ra

ti
ng

 a
ge

nc
y 

th
at

 c
an

 a
ls

o 
m

ee
t 

al
l 

ot
he

r 
co

un
te

rp
ar

ty
 r

eq
ui

re
m

en
ts

.

DRAFT MINUTE ORDERS SUBJECT TO CHANGE PRIOR TO COMMISSION ACTION



____________________________________
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
_

5

Tr
ad

e 
Ev

al
ua

ti
on

SI
FM

A
 v

s 
69

.4
2%

 o
f 

10
-y

r 
LI

BO
R

Se
pt

 2
00

7 
to

 N
ov

 2
00

9
Sw

ap
 M

ar
ke

t 
Va

lu
e

Se
pt

 2
00

9*
 t

o 
A

ug
 2

01
0*

*

*S
w

ap
 m

ar
ke

t 
va

lu
es

 f
or

 S
ep

t 
20

09
 t

o 
Au

g 
20

10
 

ar
e 

va
lu

at
io

ns
 d

er
iv

ed
 b

y 
ea

ch
 c

ou
nt

er
pa

rt
y 

of
 

th
ei

r 
ow

n 
tr

ad
e.

 T
he

 v
al

ua
ti

on
s 

ar
e 

in
di

ca
ti

ve
 

va
lu

es
 b

as
ed

 o
n 

m
id

-m
ar

ke
t 

le
ve

ls
. 

**
Th

e 
va

lu
es

 f
or

 A
ug

 3
1,

 2
01

0 
ar

e 
pr

ov
id

ed
 b

y 
an

 
in

de
pe

nd
en

t 
va

lu
at

io
n 

ag
en

t.

$0

$5
,0

00
,0

00

$1
0,

00
0,

00
0

$1
5,

00
0,

00
0

$2
0,

00
0,

00
0

$2
5,

00
0,

00
0

Se
p-

09
O

ct
-0

9
No

v-
09

D
ec

-0
9

Ja
n-

10
Fe

b-
10

M
ar

-1
0

Ap
r-1

0
M

ay
-1

0
Ju

n-
10

Ju
l-1

0
Au

g-
10

Au
g-

10
FS

W

G
ol

dm
an

 S
ac

hs
JP

M
or

ga
n 

C
ha

se
 B

an
k

M
or

ga
n 

St
an

le
y

Co
m

m
is

si
on

 p
ay

s 
SI

FM
A

Co
m

m
is

si
on

 r
ec

ei
ve

s 
69

.4
2%

 o
f 

th
e 

10
-y

r 
U

SD
-L

IB
O

R 
sw

ap
 r

at
e

0.
0%

1.
0%

2.
0%

3.
0%

4.
0%

5.
0%

6.
0%

7.
0%

8.
0%

9.
0%

Sep-07

Oct-07

Nov-07

Dec-07

Jan-08

Feb-08

Mar-08

Apr-08

May-08

Jun-08

Jul-08

Aug-08

Sep-08

Oct-08

Nov-08

Dec-08

Jan-09

Feb-09

Mar-09

Apr-09

May-09

Jun-09

Jul-09

Aug-09

Sep-09

Oct-09

Nov-09

DRAFT MINUTE ORDERS SUBJECT TO CHANGE PRIOR TO COMMISSION ACTION



____________________________________
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
_

6

FY
 2

01
0 

Su
m

m
ar

y 
of

 C
as

h 
Fl

ow
s

Fo
r 

M
on

th
 E

nd
in

g
Tx

D
O

T
Pa

ys
Tx

D
O

T
Re

ce
iv

es
N

et
 B

en
ef

it
 

/
(C

os
t)

To
-D

at
e

Po
si

ti
on

Se
pt

em
be

r 
30

, 
20

09
$1

08
,2

74
$8

45
,0

11
$7

36
,7

37

O
ct

ob
er

 3
1,

 2
00

9
$9

2,
93

2
$8

09
,1

68
$7

16
,2

36

N
ov

em
be

r 
30

, 
20

09
$8

5,
37

0
$8

21
,0

20
$7

35
,6

50

D
ec

em
be

r 
31

, 
20

09
$0

$5
42

,0
38

$5
42

,0
38

Ja
nu

ar
y 

31
, 

20
10

$0
$5

32
,6

67
$5

32
,6

67

Fe
br

ua
ry

 2
8,

 2
01

0
$0

$5
32

,6
67

$5
32

,6
67

M
ar

ch
 3

1,
 2

01
0

$0
$5

32
,6

67
$5

32
,6

67

Ap
ri

l 3
0,

 2
01

0
$0

$5
32

,6
67

$5
32

,6
67

M
ay

 3
1,

 2
01

0
$0

$5
32

,6
67

$5
32

,6
67

Ju
ne

 3
0,

 2
01

0
$0

$5
32

,6
68

$5
32

,6
68

Ju
ly

 3
1,

 2
01

0
$0

$5
32

,6
68

$5
32

,6
68

Au
gu

st
 3

1,
 2

01
0

$0
$5

32
,6

68
$5

32
,6

68

TO
TA

L
$2

86
,5

76
$7

,2
78

,5
76

$6
,9

92
,0

00
$1

4,
64

6,
98

6

DRAFT MINUTE ORDERS SUBJECT TO CHANGE PRIOR TO COMMISSION ACTION



____________________________________
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
_

7

Pr
oj

ec
te

d 
ve

rs
us

 A
ct

ua
l P

er
fo

rm
an

ce

1.
H

is
to

ri
ca

l W
or

st
 B

as
is

 R
is

k 
is

 b
as

ed
 o

n 
th

e 
lo

w
es

t 
an

nu
al

 s
pr

ea
d 

be
tw

ee
n 

SI
FM

A 
an

d 
69

.4
2%

 o
f 

th
e 

10
-Y

ea
r 

LI
BO

R 
ra

te
 f

ro
m

 1
98

5 
to

 A
ug

 3
1,

 2
00

9 
ca

lc
ul

at
ed

 t
o 

be
 (

0.
05

67
%)

.
2.

Av
er

ag
e 

An
nu

al
 B

as
is

 B
en

ef
it

 is
 b

as
ed

 o
n 

th
e 

av
er

ag
e 

sp
re

ad
 b

et
w

ee
n 

 S
IF

M
A 

an
d 

69
.4

2%
 o

f 
th

e 
10

-Y
ea

r 
LI

BO
R 

ra
te

 f
ro

m
 1

98
5 

to
 A

ug
 3

1,
 2

00
9 

ca
lc

ul
at

ed
 t

o 
be

 1
.2

79
%.

Fi
sc

al
 Y

ea
r

H
is

to
ri

ca
l W

or
st

Ba
si

s 
Ri

sk
 (

1)
A

ve
ra

ge
 A

nn
ua

l
Ba

si
s 

Be
ne

fi
t 

(2
)

Cu
m

ul
at

iv
e

A
vg

 B
en

ef
it

A
ct

ua
l B

as
is

Be
ne

fi
t

Cu
m

ul
at

iv
e

A
ct

ua
l B

en
ef

it

20
08

($
22

6,
80

0)
$5

,1
16

,0
00

$2
,6

01
,3

80

20
09

($
22

6,
80

0)
$5

,1
16

,0
00

$5
,0

53
,6

06

20
10

($
22

6,
80

0)
$5

,1
16

,0
00

$1
5,

34
8,

00
0

$6
,9

92
,0

00
$1

4,
64

6,
98

6

20
11

($
22

6,
80

0)
$5

,1
16

,0
00

20
12

($
22

6,
80

0)
$5

,1
16

,0
00

20
13

-2
01

7
($

1,
13

4,
00

0)
$2

5,
58

0,
00

0

20
18

-2
02

2
($

1,
13

4,
00

0)
$2

5,
58

0,
00

0

20
23

-2
02

7
($

1,
13

4,
00

0)
$2

5,
58

0,
00

0

To
ta

l
($

4,
53

6,
00

0)
$1

02
,3

20
,0

00
$1

4,
64

6,
98

6

DRAFT MINUTE ORDERS SUBJECT TO CHANGE PRIOR TO COMMISSION ACTION



____________________________________
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
_

8

Co
nf

or
m

an
ce

 t
o 

D
eb

t 
M

an
ag

em
en

t 
Po

lic
y

Te
xa

s 
M

ob
ili

ty
 F

un
d 

Po
rt

fo
lio

 S
ub

je
ct

 t
o 

Ta
x 

Ri
sk

Se
ri

es
Se

ri
es

 N
ot

io
na

l 
Am

ou
nt

TM
F 

Ta
x 

Ex
em

pt
 

D
eb

t 
O

ut
st

an
di

ng
Su

bj
ec

t 
to

Ta
x 

Ri
sk

Ta
x 

Ri
sk

 r
el

at
ed

 
to

 D
er

iv
at

iv
es

Se
ri

es
 2

00
6-

A
$4

00
.0

00
 m

ill
io

n
8.

18
%

Ta
x 

Ri
sk

 r
el

at
ed

 
to

 V
ar

ia
bl

e 
Ra

te
 

D
eb

t

Se
ri

es
 2

00
5-

B
$ 

85
.4

00
 m

ill
io

n
1.

75
%

Se
ri

es
 2

00
6-

B
$1

50
.0

00
 m

ill
io

n
3.

07
%

To
ta

l T
ax

 R
is

k
$6

35
.4

00
 m

ill
io

n
$4

.8
89

 b
ill

io
n

13
.0

0%

Pu
rs

ua
nt

 t
o 

th
e 

D
eb

t 
M

an
ag

em
en

t 
Po

lic
y,

 t
he

 t
ar

ge
te

d 
m

ax
im

um
 p

er
ce

nt
ag

e 
of

 v
ar

ia
bl

e 
ra

te
 d

eb
t 

he
dg

ed
 

by
 d

er
iv

at
iv

es
 is

 2
5%

 o
f 

al
l o

ut
st

an
di

ng
 d

eb
t 

fo
r 

ea
ch

 p
ro

gr
am

. 
Th

e 
ta

rg
et

ed
 t

ot
al

 p
er

ce
nt

ag
e 

of
 d

eb
t 

th
at

 
m

ay
 b

e 
su

bj
ec

t 
to

 t
ax

 r
is

k 
is

 5
0%

 f
or

 e
ac

h 
pr

og
ra

m
.

DRAFT MINUTE ORDERS SUBJECT TO CHANGE PRIOR TO COMMISSION ACTION




