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Summary:

Nassau County Interim Finance Authority, New
York; Sales Tax

Credit Profile

US$8.0 mil sales tax secured rfdg bnds ser 2015A

Long Term Rating AAA/Stable New

Rationale

Standard & Poor's Ratings Services assigned its 'AAA' rating to Nassau County Interim Finance Authority (NIFA),

N.Y.'s series 2015A sales tax-secured refunding bonds. At the same time, Standard & Poor's affirmed its 'AAA' ratings

on NIFA's fixed- and variable-rate sales tax-secured revenue debt. The outlook is stable.

The 'AAA' rating reflects our opinion of:

• The strong security afforded the bonds through a first lien on the county's share of local sales tax revenue;

• The legal separation of the pledged revenue stream from Nassau County until after the authority's senior and

subordinate obligations and expenses have been paid;

• NIFA's lack of authority to issue additional debt;

• Strong debt service coverage (DSC) under our severe stress test assumptions; and

• Nassau County's deep and diverse economy, which gives support to strong sales tax revenue collections.

Securing the bonds is Nassau County's share of a 4.25% local sales tax, less a 0.25% component allocated to towns

and cities within the county, and a 0.083% component allocated to villages within the county. Of the total 4.25% levy,

1.25% is subject to recurring authorization by the state and county legislatures every two years, and it is currently

authorized through November 2015. We understand the county has received the required authorization for the

incremental sales tax portion since its inception (0.75% since 1986, and 0.5% since 1991). On June 26, 2015, the

governor of New York signed legislation extending the state's authorization to impose the additional 0.75% and 0.5%

through Nov. 30, 2017. Then on Monday, Sept. 21, the county legislature approved a measure to extend the 1.25%

component of the 4.25% local sales tax from Nov. 30, 2015, until Nov. 30, 2017--the current limit of the state

authorization of the 1.25% component. The law is expected to be signed by the county executive in the coming days,

then sent to the state for filing, taking effect before Nov. 30, 2015. We believe the two additional taxes will be extended

until November 2017.

Sales taxes are paid first to NIFA to cover debt service, and then in order of priority as detailed in the indenture and

transaction agreement. The county receives its share after the payment of authority expenses. The bonds have a debt

service liquidity account requirement should coverage fail to meet certain minimum thresholds. Coverage has not

fallen below these levels to date; therefore, the reserve is unfunded.

Officials plan to use the 2015A bond proceeds to refund prior debt (NIFA's series 2005A, 2005D, and 2009A bonds) for
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debt savings to be passed on to the county, without altering the maturity schedule (fiscal 2025). Management expects

$9.7 million in savings via the refunding debt issuance.

NIFA's ability to make bond payments in accordance with the maturity schedule depends on the timely collection of

sufficient sales tax receipts. Owing to the degree of reliance on the county's economic viability, the ratings on the NIFA

bonds cannot be completely de-linked from the ratings on the county's general obligation debt. However, we believe

Nassau County's economic base will be able to generate sufficient sales tax revenue to cover bond debt service, even

under stressful conditions.

Projected maximum annual debt service (MADS) coverage (approximately $186 million in 2015, based on fixed payor

swap rates on the variable-rate bonds) for all debt totals, what we consider, a healthy 5.6x, factoring $1.03 billion in

fiscal 2014 sales tax collections. Since 2000, sales tax receipts have increased annually, excluding 2009 and 2014. The

first decrease occurred during the nationwide recession, and the second decrease was more attributable to a very

strong 2013 after one-time increases that involved post-Superstorm Sandy rebuilding, repairs, and refurnishing. Fiscal

2013 sales tax receipts grew 6.3% from 2012, the largest year-over-year increase since 2000. Despite the decreases in

2009 and 2014, coverage for those years was 4.9x and 5.6x, respectively.

We further estimate MADS coverage would remain strong, at 4.24x if the variable-rate bonds were to bear interest at

the maximum bond rate of 15% per year, and at 2.9x at the maximum bank rate of 25% per year (assuming a five-year

repayment acceleration). Furthermore, if the 1.25% levy were not renewed, MADS coverage based on 2014 sales tax

receipts is still very strong at 3.7x (and 2.8x and 1.9x at the maximum bond and bank rates, respectively). However,

future debt service is declining overall. Should this pattern continue, coverage would increase even if sales taxes

remained flat. Over three years, MADS is projected to decline just over 21%.

Sales tax revenue is the county's largest revenue source at nearly 38%. Nassau County (population: 1.34 million) is

adjacent to New York City and west of Suffolk County on Long Island. The county's economy is deep and diverse, in

our view, with a substantial tax base. Market value per capita is, in our opinion, extremely strong at $151,595. Wealth

and income are high countywide, with median household effective buying income at 158% of the U.S. averages.

New York State created NIFA in June 2000 to oversee Nassau County's finances, and, if necessary, to assume control

thereof. It functions as a monitor and advisor to the county, with the state appointing its seven board members. NIFA

is also required to review and comment on the prudence of proposed county bonds and notes. Additionally, in the

event NIFA assumes control of the county, it must approve county debt issuance during the control period. However,

the statute provides that NIFA may not issue bonds other than refunding bonds after 2007, thereby decreasing

potential coverage dilution. NIFA will continue to exist as long as any of its debt is outstanding. NIFA currently has

about $1.5 billion in bond principal debt. Of this amount, approximately $600 million comprises variable-rate debt with

liquidity facility enhancement, while the remainder is fixed-rate.

NIFA declared a control period on Jan. 26, 2011, after determining it was very likely that the county's proposed fiscal

2011 budget would produce a deficit exceeding 1% of operations.
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Outlook

The stable outlook on the 'AAA' rating reflects our view of the continued strength of MADS coverage based on the

pledged revenue stream and no dilution risk, since NIFA's legal authority to issue new debt has officially expired. We

believe future reductions in MADS should enhance protection and coverage flexibility. If there is a change in NIFA's

legal ability to issue debt, we will review the ratings to gauge the impact of additional debt on DSC ratios.
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Ratings Detail (As Of September 29, 2015)

Nassau Cnty Interim Fin Auth sales tax

Long Term Rating AAA/Stable Affirmed

Nassau Cnty Interim Fin Auth sales tax

Long Term Rating AAA/Stable Affirmed

Nassau Cnty Interim Fin Auth sales tax ser 2002A (AGM)

Unenhanced Rating AAA(SPUR)/Stable Affirmed

Nassau Cnty Interim Fin Auth sales tax (VRDB) ser 2008A

Long Term Rating AAA/A-1+/Stable Affirmed

Nassau Cnty Interim Fin Auth sales tax (VRDB) ser 2008B

Long Term Rating AAA/A-1/Stable Affirmed

Nassau Cnty Interim Fin Auth sales tax (VRDB) ser 2008D2

Long Term Rating AAA/A-1/Stable Affirmed

Nassau Cnty Interim Fin Auth sales tax (VRDB) 2008C

Long Term Rating AAA/A-1/Stable Affirmed

Nassau Cnty Interim Fin Auth sales tax (VRDB) 2008D1

Long Term Rating AAA/A-1+/Stable Affirmed

Nassau Cnty Interim Fin Auth sales tax

Unenhanced Rating AAA(SPUR)/Stable Affirmed

Many issues are enhanced by bond insurance.
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Complete ratings information is available to subscribers of RatingsDirect 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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S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P

reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,

www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription) and www.spcapitaliq.com

(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information

about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective

activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established

policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain

regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P

Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any

damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and

not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,

hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to

update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment

and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does

not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be

reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part

thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval

system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be

used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or

agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not

responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for

the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL

EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR

A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING

WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no

event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential

damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by

negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Copyright © 2015 Standard & Poor's Financial Services LLC, a part of McGraw Hill Financial. All rights reserved.
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