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In the opinion of Bond Counsel, under exfsting law and assiming continted compliznce by the Commontvealth with the Internal Revenve Code of

1986, as amended, interest on the 20004 Notes is excloded fom gross income Br tederal ncome tax purposes and #s not 21y ftent of tax preference for the
putpose of computing the federal aleernative minimum t2x impoeséd on mdividuals and corporations, although interest on the 20004 Notes will be taken o
i hing adjusted curzent earnings for the purpose of comiputing the altemative minimem tax Imposed upon certain corporations. lIa the opfoion

of Bond Counsel interest on the 20004 Notes is exémpt from Massachusetts personal income taxes, and the 2000A Notes zre exempt from Massachusetts

personal preperty taxes. For federal and Massachusetts tax putposes, mterest Includes il fssue discount. See “TAX EXEMPTION™ berein, .
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The Federal Highway Grant Antisipation Notes, 2000 Seties A (th “2000A Notes") are betng issued by The Qomonwe.'zj.;?r;f Mm&m
{the “Commonwealth”) pursiant to Sections 9 through 10D of Chapter 11 §dis Acts of 1997 as amended to the date bereof (the “Act”

ED ) and 2 Trust
Agreement dated as of June 1, 1998, 2s amended and supplemented to the datehareod, by and between vhe Commonwealh and Staze Sereet Bank and 'I}ﬁt

Company; Boston, Massachusetts, as wustee {the “Trustee”). = - !

As more fully described berein, the 2000A Notes are payable sclgly £or reimbursements received by the Commenwealth from the fedegal
" ¢ putouans to the Federal-Aid Highway Progeam, any other moneys St o time deposited in the Feders! Highway Grant Antidpation Tany
Fund of the Commonwealth established by the Act and, in cettain Umited circamsdegs, s portion of the proceeds of the Commonwealth’s gis'oline excise tax
and certain other moneys described herein (collectively, the “Pledged Funds”). ‘TE 2000A NOTES ARE PAYABLE SOLELY FROM AND SECURED
BY A LIEN ON THE PLEDGED FUNDS. ‘THE 2000A NOTES ARE NOT A{ENERAL OBLIGATION OF THE COMMONWEALTH, AND THE
FULL FAITH AND CREDIT OF THE COMMONWEALTH ARE NOT PLEIGED TO THE PAYMENT OF THE 20004
OF PAYMENT AND SECURITY FOR THE NOTES” herein '
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;- The 2000A Notes will be jssued only as fully registered notes, segigred in the name of Gede & Co, as nominee of The

Company, New York, New York ("DTC"). Purchases of beneficial iterests in thgii00A Notes will be made in book-entry form in d
ot lsamcmn: or whole multples thereof. Purchasers will not be enfitled to recls physical delivery of the 2000A Notes.

Depository Trust
gz;pm.f.naﬁons of $5,000

g
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Principal, premium, if any, and interest on the 200A Notes (with jtefr acoruing from the dated date and payable on June 15, 2001 and
theseafter on December 15 and June 15 of each year) will 1 payable to DTC by the Tnistee, So long as DTC or its nominee remains the registered ovrme
dishursements of such payrents to DTG Participants ar'the responsibility of DIC dd disbursements of such payments to theempu;m et e 2000,A.
Notes are the responsibility of DTC Participants, as dectibed herein. “The ZOOGAEE\SDWS are subject to redemption prior to stated maturity as deseribed

herein. | N - 1 _ X e
.. "The 2000A Notes are offered, subject to #0r sale, when, as and Hissued by the Commonwealth and aceepted by the Un ets, 20 20 b
approval of legality of the 2000A Notes and cersain £her matters by Palmer Tiodge LLP, Boston, Massach Bond Co de‘ % mlegalm o s the
be passed upon for the Underwriters by heir coiel Ropes & Gray, Boston, Massechusetts. It is expected that the 20004 Notes will be 2

i , 0 vailable
delivery to DTC in New York, New York, or its godi2l agent on or about Naveber 30, 2000, o -for
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THE COMMONWEALTH OF MASSACHUSETTS

- $577,605,000
Federal Highway Grant Anticipation Notes
' 2000 Series A
Principal : Interest
Maturi o : cLAmount . Rate L UUT Uyged Price
December 15,2005~~~ 7 ° . "% 7630000 T UT412% T 440 .. 99.375%
December 15, 2005 . oL 714450000 0 L5 I'Q e e - 464 L. .103.824
June 15, 2006 : 22,650,000 ©7 5 470 . 101.446
December 15, 2006 S . T 6,410,000 T 4.60 S 470 99477
December-15, 2006 S 116,805,000 S-31z 470 ~ T VR U S
June 15, 2007 o 238250007 5374 o 475 e .. 105564 0 T
December 15, 2007 - 717,680,000 . 512 - 475 T T 04442
December 15, 2007t 6,830,000 460 . " 479 e _ 99404
June 15, 2008 ST T T T 25,150,0000 0 T S IR - 480 ~ - 104383
December 15, 2008 S .. 9630000 & 5 T - 4.80 ' 101319
December 15,2008 7~~~ 7.7 16210,0000 . 7 53/ - 48 106273
June 15,2009 26,550,000 . _53/4 - . T . 485 jggo3g -
Deceniber 15,2009 "_ .7, . . ... ..5000,0000 . _. 43/ 485 T 999m
December 15,2009 "~ 717 7. 0 722310,000 1. U 5_1-/3 . ~ . 104.709
June 15,2010 T T T 28,045,000 ssp- 7 490 106414
December 15, 2010 5,000,000 .4.80 490 99.212
December 15, 2010 23,855,000 - 534 . ool 490 06675
June 15,2011 29660000 I3 " 497 qpsos
Decerber 15, 2011 - | 1,000000  as0 4.97 99.408
December 15, 2011 . B910000 L334 497 106105
June 15,2012 ... . .. 31380000 . .. .534.. T 506 0 ygs377
December 13,2012 . ... . 3,665,000 . S TS -~ 506 99.461
December 15, 2012 28,620,000 s34l L L -5.01 105.781
June 15,2013 . 33,200,000 - 534 '._' . .-',;'"-_-':" - 5.15 . ..__.104.655
December 15, 2013t ' 6,755,000 © .= 3. . s s30T © 99.053
December 15, 20131 ~ 27400000 © T 53/4 T A 105.056
June 15, 2014 35,110,000 53 L sy . 04178
December 15, 2014 .~ _ 36,120,000 o 5'3:’4_, E S 521 104178
June 15,2015 . o 10,000,000 530 7. -~ . = 530 . 100.000
June 15, 2015 . 27,155000 534 . L5260 i3as]
(accrued interest, if any, to be added) o

t  Maturities insured by Financial Security Assurance Inc.

' ” ov
IN CONNECTION WITH THIS OFFERING, THE. UNDERWRITERS MAY  OV._, OT OR. EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF TH]'SrZG' % NOTES AT A LEVEL
ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. " oy ABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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The information in this Official Statement has been obtained from the Commonwealth and other sources
considered to be reliable. All estimates and assumptions contained herein are believed to be reliable, but no representation
is made that such estimates or assumptions are correct or will be realized. No dealer, broker, salesman or other person has’
been authorized by the Commonwealth or the Underwriters to give any information or to make any representation with
respect fo the 2000A Notes, other than those contained in this Official Statement, and if given or made, such other
information or representatlon must not be relied upon as having been authorized by any of the foregoing. The mformauon
and expressions of opinion herein are subject to change without notice and neither the delivery of t}us Official Statement
nor any sale made hereunder shall, under any circumstances, create any implication that there has been no change in the
affairs of the Commonwealth since the date hereof. This Official Statement does not constitte an offer to sell or a
solicitation of any offer to buy, nor shall there be any sale of the 2000A Notes, by any person, in any _]unsdlcuon in Whlch it
is unlawful for such person to make such offer, solicitation or sale. . o

The Underwriters have provided the following sentence for inclusion in this Qfficial Statement. The Underwriters
have reviewed the information in this Official Statement in accordance with, and as part of, their respective responsibilities
to investors under the federal securities laws as applied to the facts and circumstances of this n'ansacnon, but the
Underwriters do not guarantee the accuracy or completeness of such information.




This Official Statement contains forecasts, projections and estimates that are based on current expectations but are
not intended as representations of fact or guarantees of results. If and when included in this Offi cial Statement, the words
“expects,” “forecasts,” “projects,” “intends,” “anticipates,” “estimates” and analogous expressions are intended to identify
forward-looking statements as defined in the Securitiés Act of 1933, as amended, and any such statements inherently are
subject to 4 variety of risks and uncertainties that could cause actual results to differ materially from those projected. These
forward-looking statements speak only as of the date of this Official Statement. The Commonwealth disclaims any
obligation or undertakmg to release publicly any updates or revisions to any forward-looking statement contained herein to
reﬂect any change in the Commonwealth’s expectatxons with regard thereto or any change in events condmons or
circumstances on which any such statement is based. o _ ' - s

Other than with respect to information concerning Financial Security Assurance Inc. ("FSA" or “Financial
Security™) contained under the caption “BOND INSURANCE" and_Appendix D “Specimén Municipal Bond Insurarice
Policy" herein, none of the information in this Official Statement has been supplied or verified by Finantial Security and
Financial Security makes no representation or warranty, express or implied, as to (i) the accuracy or completeness of such
information; (if) the validity of the 2000A Notes; or (iii) the tax exempt status of the mterest on the 2000A Notes
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SUMMARY OF TERMS

The following is qualified in its entirety by reference to the information -appearmg elsewhere in this Oﬁ' Tcial
Statement. Terms used in this summary and not defined herein are defined in "APPENDIX 4: SUMMARY OF CERTAIN
PROWSIONS OF THE TRUSTAGREEMEN

[ n

LTS S eemroriesesesereesin o 1 1 Commonwealﬂ'l of Massachusetts (the “Commonwealth”) acting
pursuant to Sections 9 through 10D of Chapter 11 of the Acts of
1997 as amended to the date hereof (the “Act”)

,,,,,,

Securities Offered........;;............' ................. errereneas “Federal H1ghway Grant Anticipation Notes, 2000 Series A (the
~ “2000A Notes™) to be issued pursuant to a Trust Agreement by and
" between the Commonwealth and the Trustee dated as of June 1, 1998
as supplemented and amended by a First Supplemental Trust
Agreement of even date therewith and by a Second Supplemental
Trust Agreement dated as of November 1, 1998 and as further
supplemented and amended by 2 Third Supplemental Trust
.. Agreement dated as of November 1, 2000 (as so, ), supplemented and
~“amended and as further supplemented and amended from time fo
txme, the “Trust Agreement“)

LN

Purpose of ISSue............... S ' The proceeds of the 2000A Notes will be used to find pomon of the
o . o - cost§. of construction of the Central Artery/Ted Williams' Tunnel
, _ PmJect of the 'Commonwealth under construction in the City of
- . . Boston, Massachusetts (the “CA/T Project”), including the repayment
S : of the principal of bond anticipation notes of the Commonwealth
prekusly issued (in the form of commercial paper) to fund «costs of

. " the CA/T Project.
TTUStEe oveeeevrrenaene ' e ... State Street Bank and Trust Company, Boston, Massachusetts. '
Special ObLZations........covmueervessressmerrerssssssanenennennnss 106 2000A Notes (together with the 1998A Notes and -the 1998B

Notes (each defined below) and’ any additicnal notes 1ssued under the
Act and the Trust Agreement on a parity with the 2000A Notes, the

~ “Notes™) : are payable solely from the Pledged Funds (defined below)
and are not general obligations of the Commonwealth The full faith
and credit of the Commonwealth are not pledged to the payment of
the Notes. '

S -

Sources of Payment and Security for the Notes ...... Principal of and interest and premijum, if any, on the Notes and other
' " obligations of the Commonwealth under the Trust’ Agreement
(coliectwely, the “Trust Agreement Obligations™) are payable solely
Afrom and are’ secured by the following (collectively, the “Pledged
Funds™): :

(@) ‘all reimbursements and other federal assistance (“Federal
Hlt,hway Reimbursements™) that the Commonwealth from time to
“time “shall receive with respect to federally-aided highway
construction projects under or in accordance with Title 23 of the
" United States Code or any successor program established under
federal law (the “Federal-Aid Highway Program™),

[




Federal Highway Reimbursements. .............re.

(b) any other moneys from time to time deposited in the Federal
Highway Grant Anticipation Note Trust Fund of the Commonwealth
established by Section 10 of the Act (the “GAN Trust Fund™),

(¢) all amounts from time to time credited to the GAN Trst Fund
(excluding the Project Fund established therein) and to the funds and
accounts (excluding the Rebate Fund) estabhshed under the Trust
Agreement,

(d) ay amounts payable to the Comnmonwealth by a Hedge Provider
pursuant 1o a Qualified Hedge Agreement relating to, thc Notes, a.nd

(¢) upon the occurrence and during the continuation of a True-up

_Conditjon, the Alternative Revenues (each as described below).

See “SOURCES OF PAYMENT AND SECURITY FOR THE -
NOTES.” . - --

_Under the Federal-Aid Highway Program, Federal Highway

Reimbursements are paid to the Commronwealth from revenues
collected by the United States Treasury on certain federal taxes on
gasoline, tire sales, truck sales and other items and deposited into the
federal Highway Trust Fund for distribution, subject to Congressional

_ appropriation, to the states in accordance with the federal highway aid

- programs established initially by the Federal-Aid Highway Act of

Flow of Federal Highway Reimbursements ............

* 1956 and continued under successor statutes. See “THE FEDERAL-

" AID BIGHWAY PROGRAM.” Application of Federal Highway
“Reimbursements to pay principal of and interest on the Notes when
due is not subject to appropriation by the Massachusetts Legislature.
See. “COMMONWEALTH  PARTICIPATION IN THE
PROGRAM.” ~ '

Al Federal Highway Reimbursements are required‘ﬁndef the Trust
" Agreement to be deposited by the Treasurer and Receiver-General of

the Commonwealth (the “State Treasurer”} within two business days
after receipt by the Commonwealth into the GAN Trust Fund. On or
“before October 10 of each federal fiscal year (“"FFY™) the State
Treasurer, with the written concurrence of the Secretary of
Administration and Finance and the Secretary of Transportation and
Construction (collectively, the “Secretaries™), will deliver to the
Trustee a statement (the “Statement of Available Revenues”) setting
forth, among other matters, the amount of Federal Highway
Reimbursements expected to be received by the Commonwealth
during such FFY and the amount of Trust ‘Agréement Obligations
expected to be due and payable during the next succeeding FFY and
the ratio of such amounts (the “Debt Service Coverage Ratio™).

If the projected Debt Service Coverage Ratio is equal to or greater
than 120%, then Federal Highway Reimbursements sufficient to pay
debt service on the Notes and other Trust Agreement Obligations will
be retained by the Trustee commencing not later than one year before

 the applicable June 15 or December 15 payment date, as more fully

described in “SOURCES OF PAYMENT AND SECURITY FOR |
THE NOTES—Flow of Federal Highway Reimbursements.”

-ii-




True-up Condition ......uroememisicssiiniiniismn o

Pledge of AItemative REVETIUES oo seasteererersioe '

Perfection and Priority of LieD inmvecnriecsivassones

However, (1) if on October 1 of any FFY, and so long as, no
Statement of Aveilable Revenues shall have been filed with the
Trustee for such FFY or (2) in the event that for any FFY the
Statement of Available Revenues shall project that the Debt Service
Coverage Ratio shall be less than 120%, then all Federal Highway
Reimbursements received by the Commonwealth shall be retained by
the Trustee until afl Trust Agresment Obligations due and payable in
the next sncceeding FFY shall have been provided for. In addition,
so long as any Event of Default under the Trust Agreement shall have
occurred and be continuing no Pledged Funds shall be released from

‘the lien of the Trust Agreement. See “SOURCES OF PAYMENT

AND SECURITY FOR THE NOTES—Flow of Federal Hl,:,hway
Re1mbursements ”

,Not later than December 15 in each FFY, the State Treasurer wiil
*determine and certify (a) the aggregate ‘amount appropriated

nationwide from the federal Highway Trust Fund, for the purposes of
carrying out the provisions of Title 23 of the Unlted States Code with
respect to federal-aid highways, for the current FFY and (b)'the Debt

- Service Coverage Ratio for the Commonwealth’s followmg state

fiscal year (“SFY”). If both the amount described in (z) above is less

- than $17.1 billion and the Debt Service Coverage Ratio described in

(b) above is less than 120%, then such combination of conditions
shall constitute a “True-up Condition.”

If a True-up Condition shall oceur, the Act requires the Governor of
the Commmonwealth to include in the proposed operating budget of the
Comamonwealth to be submitted to the Legislature for said SFY a
recommendation to appropriate an amount sufficient to meet the
expected deficiency. See “SOURCES OF PAYMENT AND
SECUR.ITY FOR THE NOTES——PIedcre of Alternative Revennes.”

In the, event of a True-up Conditmn the Pledged Funds also will
include the Alternative Revenues, consisting of ten cents ($0. 10) per

- gallon of the Commonwealth’s gasoline excise tax imposed under
. Chapter 64A of the Massachusetts General Laws and credlteld to the
-Commonwealth’s Highway Fund,  Application of Altemative

Revenues to pay principal of and interest on the Notes and other Trust
Agreement Obligations will be subject to appropriation by the

.~ .Massachusetts Legislature. See “SOURCES. OF PAYMENT AND'
~SECURITY FOR THE NOTES—Pledge of Alternative ReVenues”

and “THE ALTERNATIVE REVENUES.”

"l;he Act pfowdeg that'the lien of the Trust Agreement on the Pledged
Funds will be perfected by filing the Trust Agreement in the records
of the State Treasurér. In the opinion of Palmer & Dodge LLP, Bond

" Counsel, the Trust Agreernent has been so filed and the lien of such

Pledged Funds shall be valid and binding as against all persons or
eritities of any kind having claims of any kmd in tort, contract or

.- otherwise, frrespective of whether such persons or entities have notice

thereof. Bond Counse! is further of the opinion that neither the
Commonwealth nor the GAN Trust Fund is eligible to seek protection
from creditors under Title 11 of the United States Code. The lien of
the Trust Agreement on the Federal Highway Reimbursements is

-iii- o



limited to such moneys when received by the Commonweaith and
does not include a pledge of the right to receive such reimbursements
or other assistance from the federal government, No person or entity,
- . other than the Commonwealth, will be entitled to asseri any claim
: against the federal government with respect to such reimbursements
or other assistance.

Additional Notes... . wrmenrireniienns <1018 2000A WNotes constitute the third issuance of Notes by the
. Commonwealth. On June 30, 1998 the Commonwealth issued its
Federal Highway Grant Anticipation Notes, 1998 Series A (the
© - oe- - - “1998A Notes™) in the principal amount of $600 million, yielding
: aggregate net proceeds of approximately 3580 million, and on
December 3, 1998 the Commonwealth issued its Federal nghway
Grant Anticipation Notes, 1998 Series B (the “1998B Notes™) in the
~-- - principal amount of $321,720,000, yielding aggregate tiet proceeds of
approximately $320 million. The Act authorizes the issuance of
securities, including the Notes, yielding aggregate net proceeds of up
to $1.5 billion (excluding proceeds of refunding Notes). The
issuance of.the 2000A Notes is expected to complete the amount of
Notes currently authorized by the Act, excluding refunding Notes.
No legislation is pending that would increase the authorized amount
of the Notes. Refunding Notes may be issued without further
legislative action. Subject to the foregoing, subordinate securities
also may be issued. '

. The Trust Agreement provides that no additional MNotes (except
refunding Notes) may be issued unless, after giving effect to the
issuance of such additional Notes and the defeasance of any Notes to

+ be defeased simultaneopsly with such issuance, certain conditions are
met. These conditions inciude the requirement that either (i) principal
and inferest payable on the Notes on any June 15 or December 15
{(and, if applicable, during the six-month period ending on such date)
shall not exceed $108 million (excluding additions to accreted value

.~ ot payable in cash) or (i) the Outstanding Notes and the proposed

- additional Notes will retain the existing credit ratings of the
QOutstanding Notes. See “SOURCES OF PAYMENT AND
SECURITY  FOR THE NOTES—Limitations on IssuancE of
Addltional Notes.”

Commonwealth Covenants feriteinci - A8 authorxzed by the Act, the Trust Agreement contains covenants of
' o - the Commdniwealth with the Noteholders that, so long as any Notes
shall remain outstanding or any Trust Agreement Obligations _shall

remain unpaid; '

{2) Federal Highway Reimbursements shall not be diverted from the
-purposes identified in the Act or the Trust Agreement {(except as
provided in the Trust Agreement), nor shall the trusts with which the
Federal Highway Reimbursements are impressed under the Act and
the Trust Agreement be broken, and the pledge and dedication in trust
of the Federal Highway Reimbursements shall continue unimpaired
and unabrogated;

(b) Except to the extent otherwise required by applicable federal law
or regulations, the Commonwealth will not cause or permit the

wiy-




WNo Acceleration........

Interest and Principal

© Commonwealth’s Advance Construction Balance under the Federal-

Aid Highway Program as of any date of calculation to be less than the
principal amount of Notes Qutstanding as of such date, taking into
account the principal amount of Notes, if any, to be paid, defeased or
redeemed as a result of the conversion on such date of a portion of the

. Advance Construction Balance to Obligation Authority under the
. Federal-Aid Highway Program. The term “Advance Constructlon
- Balance” for purposes of this covenant does not include any portion

thereof related to the CA/T Project and identified in the most recent
finance plan for the CA/T Project filed by the Commonwealth from

. time to time with the Federal Highway Administration as expected to

be unavailable for conversion to Obligation Authority as a result of
any applicable federal law limiting the aggregate amount of federal

“funding for thé CA/T Project. See “SOURCES OF PAYMENT AND

SECURITY FOR THE NOTES—Advance Construction Balance
Covenant” and “COMMONWEALTH PARTICIPATION IN THE

- PROGR_AM Recent Developments™;

(c) in any SFY with respect to which a True-up Condition has

- occurred and is continuing, unless and until an appropriation has been

made or an amount is otherwise made available which is sufficient to
pay the Trust Agreement Obligations due during such SFY, none of
the Alternative Revenues shall be applied to any use other than the
payment of such Trust Agreement Obligations;

- {d) Until the State Treasurer, after consultation with the Secretaries,

determines that available funds in the GAN Trust Fund and in the
Funds and Accounts established under the Trust Agreement will be
sufficient to pay all Trust Agreement Obhgatmns the rate of the
Commonwealth gasoline excise tax shall not be reduced below the
sum of ten cents ($0.10) per gallon plus any amount thereof pledged -
for the payment of special obligation bonds of the Commonwealth
pursuant to Section 20 of Chapter 29 of the Massachusetts General
Laws; and -

- {e) At least ten cents ($0 10) of the Commonwealth gasohne exclse

tax shall remain free and clear of any superior or eqiial pledge, lien,

- charge or encumbrance thereon or with respect thereto (other than the
lien of the Trust Agreement) and shall remain credited fo the =~
‘Highway Fund of the Commonwealth, except as permitted by the

Trust Agreement; provided, however, that any such funds shall be
available for appropriation in any SFY for any'”fher lawful purpose .
unless the State Treasurer shall have certlfmd that a Tme-up
Condition has occurred and is continuning,

Neither the Noteholders nor the Trustee shall have any right to
accelerate the payment of principal or interest due on amy Notes
outstanding upon the occurrence of any Event of Default under the
Trust Agreement, '

Interest on the 2000A Notes will accrue from &i'eir'dated date at the
rates set forth on the inside cover page hereof. Interest on the 20004
Notes will be payable semiannually, commencing gn fune 15, 2001.

-V~



: Principal of the 2000A Notes will be due as shown on the inside
e L. - COVET PAEE. -

Municipal Bond IDSUMENCE. ... ool tuseieesviinnennn? - PByMENt when due of the principal of and interest on the 2000A
: . - Notes maturing December 15, 2007 and bearing interest at the rate of
. Ce . e 4.60% per annum, the 2000A Notes maturing December 15, 2012 and
e e s s bea.rmb interest at the rate of 5.75% per annum, and the 2000A Notes
e o *-:.matu:ing December 15, 2013 and bearing interest at the rates of
5.00% and 5.75% per annum, respectively (collectively, the “Insured
T o N 2000A Notes”), will be guaranteed by a municipal bond insurance
. I - policy to.be issued by Financial Security Assurance Inc. See “BOND
: A INSURANCE ? -

Optional Rcdemptmn ............................................ ,_The ZOOOA Notes are redeemablc on at least 30 days notice to the
holders of. the 2000A Notes, in whole or in part at any time
- commencing December 15, 2010 at a price of 'par, plus accrued
interest to the date of redemption, if any. See “THE 2000A NOTES

— Redempnon :

Tax Exemption ......v... : ninn reaes In the opzmon of Bond Counsel, under exxstmg law and assuming
. _ _ continued compliance by the Commonwealth with the Internal
Revenue Code of 1986, as amended, interest on the 2000A Notes is
- excluded from gross income for federal income tax purposes and is
not an item of tax preference for the purpose of computing the federal
alternative minimum tax impeosed on individuals and corporations,
. although interest on the 2000A Notes is taken into account in
. determining adjusted current earnings for the purpose of computing
the alternative minimum tax imposed upon certain corporations. In
the opinion of Bond Counsel, the interest on the 2000A Notes is
- exempt from Massachusetts personal income taxes, and the 2000A
Notes are exempt from Massachusetts personal property taxes. .For
.federal and Massachusetts tax purposes, interest includes original
issue discount. See “TAX EXEMPTION.”

Ratings... i sreeereeremgem - The 2000A Notes have been rated “AA” by Fitch and “Aa3™ by
: . : . - Moody’s Investors. Service, Inc., provided that the Insured 2000A
Notes have been rated “AAA” by Fitch and “Aaa” by Moody's
Investors Service, Inc. Such ratings reflect only the respective views
. of such organizations, and an explanation of the significance of such
. ratings may be obtained from the rating agency furnishing the same.
There is no assurance that a rating will continue for any given period
of time or that a rating will not be revised or withdrawn entirely by
~any or all of such rating agencies, if, in its or their judgment,
circumstances so warrant, Any downward revision or withdrawal of
a rating could have an adverse effect on the market pnces of the
ZOOOA Notes. ) :
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OFFICIAL STATEMENT

L

R : —l E . $577,605’000‘ R o _ . - . f -;’.,‘. > ”_V ) .

- THE COMMONWEALTH OF MASSACHUSETTS | T

S Federa] Highway Grant Annonpatlon Notes S A A
im b 0t 2000 Series A LT T L
o oweacoes SSENFRODUCTION L L i

. This Offi mal Statement, mcludm\:, the cover pages and the. Appendlces hereto, prowdes certﬁm mtonnaﬂon in
conneotlon with ihe issuance- by The Commonwealth of Massachusetts (the. “Commonwealth”) pursuant to Seottons 9
through 10D of Chapter it of the Acts of 1997, as amended by Chapters 121 and 235 of the Acts of 1998 (the “Act”) of

$577,605, 000 of its, Federal H1=,hway Grant Ant1c1panon Notes, 2000 Series A (the “2000A Notes™). The ZOOOANotes and B -

other notes, heretofore and hereafter issued under the Act on a parity w:th the 2000A Notes (coIlecnvely, the “Notes”), will
be issued and secured under 'the Trust Agreement dated as of June 1, 1698, as supplemented and amended by the First
Supplemental Trust Agreement dated as of June I, 1998 and by the Second Supplemental Trust Agreement dated as of
November 1, 1998 and as firther supplemented and amended by the Third Supplemental Tiust Agreement dated as of

November 1, 2000 (as so, supplemented and amended and as, further, supplemented and arnended from tnne to time, the

“Trust Agreement”) by and between t,he Commonwealth and State Street Bank and 'l‘rust Company, as trustee (the
“Trustee™). L :

Sl - - R T

The Note Program. - .. . . v .. ofome e e e e o S

- The Act atithorizes the issuance of lip fo’ $1 5 billion (measured i net proceeds to the CommonWealth) in Federal
Highway Grant Anticipation Note$ to finance a pornon ‘of the costs of construction of the Central Artery/Ted Williams
Tumnnél Projéect (the “CA/T Project™. The CA/T PmJect is a ma_}or construction project being undertaken by the
Commonwealth, involving the depression of a portion of Interstate 93 .in- downtown Boston, Massachusetts that now is
elevated and the construction of a new tunnel under Boston Harbor. Including costs for the Commonweaith’s state fiscal

year (“SFY”) 2001, an estimated $4: :954 billion rémains to be paid of the CAJT Project’s total expected cost of $14.075

billion, including contmﬁencles through its completion, which is'expected’in SFY 2005. The Notes are expécted to finance
$1.5 billion of project costs, intluding sonje prior year expéhditures. On June 30, 1998 the Commonivealth issued $600
million of its Federal Highway Grant Annclpanon Notes, 1998 Series A (the “1998A Notes™), and oii December 3, 1998

the Commontiealth issued $321,720,000 of its Federal Hiahway Grant-Anticipation Notes, 1998 Series B (the “1998B
Notes™). The 2000A Notes are the Cormnonwealth’ tthd 1ssuanoe under 1ts Federal 1-11‘:,1'1wa3,r Grant Anhc:patton Notes

program, S o _ I

The Notes-are payable solely frorn certain Pledcred Funds heremaﬁer deﬁned. “The Notes W111 not be general

obligations of the Commonwealth, ‘and the full fajth and credlt of the CommonWeaIth are not pledced to the payment of

k -, B et ~ -

prmc1pa1 ofand interest on the Notes. ¢ .t LR i

" Payment of prmc1paf and interest on the Notes will be made from moneys received by the Commonwealth from

the federal ‘government under existing and future federal hxghway construction assistance programs.” All such assistance
received by “the Commonwealth will be collected for the benefit of the Noteholders in a trust fund established under the Act
and, to the extent needéd for such purpose, will be retained in trust to provide for debt service on the Notes. Application of
such fimds to the payment of principal of and interest on the Notes is permitted under federal law and may be made withont
legislative appropriation under Massachusetts law. Neither the Commonwealth nor the n'ust fund estabhshed to secnre the
Notes is eligible for bankruptcy protection. : N st

i i "~ L “ T -
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Federal highway construction assistance is paid to all states including the Commonwealth through the Federal-Aid
Highway Program, hereinafter defined, from revenues collected by the United States Treasury from certain federal taxes on
gasoline, tire sales and other items, which revenues are_deposited into the federal Highway Trust Fund. Distribution of -
assistance from such Fund is subject to periodic authorization and annual appropriation by the United States Congress.
Since such assistance was established by the Federal-Aid Hlvhway Act of 1956, the Federal-Aid Highway Program has
been reauthorized some 15 times in various forms at generally increasing funding levels. Actual payments to states have
continued without interruption since 1956, . The most recent reauthorization, the Transportation Equity Act for the 21st
Century, was enacted in 1998. As amended o date, this legislation is referred to as “TEA 21"

As one condition to the issuance of Notes, the Commonwealth must certify that projected maximum debt service
on the Notes will not exceed $216 million per year, or $108 million in any six-month period. Between SFY 1986 and SFY
1999, both inclusive, the Commonwealth received an average of $556.1 million per year through the Federal-Aid Highway
Program. TEA 21, which authorized fundmg levels for states for the period of six federal fiscal years (“FFYs”)
commencing FFY 1998 and ending FFY 2003, provides an average of approximately $538 million per year in federal
assistance for Massachusetts. Since FFY 1982, all Federal-Aid Highway Program authorization acts have included so-
called equity provisions which prowde that there will be apporiioned to each state™a certain minimum percéntage
(historically 85%) of the federal transporcatlon-related user taxes collected in that state and pa1d into the federal Highway
Trust Fund. TEA 21 mcluded such z provisiorn ‘arid-set the minimym pei'centace at 90.5% of 4 state’s proportional share of
apportioned prograitis, based on the State’s percentage contribution to fotal Highway Trust Fund receipts. The Federal
Highway Administration’ “estiritates that such user taxes collected in Massachusetts for fhe Federal-Aid Highway Program
were $536 million in FFY 1998 the triost recent vear for whmh such mformatmn is available. Confinued authorizations at
the TEA 21 level and connnued apphcation of Siich equity provisions, edth of which will be subject to Congressmnal
action, woiild ‘ensure that annual apportionmenits of federal hwhway ass;stance to Massachusetts would substantlally exceed
the maximum annual debt service on the Notes. '

SR . R . —-=

Federal highway constyuction assistance is paid to-all states including the Commonwealth on a re1mbursement
basis. Access to al} of the amounts of available federal highway assistance for_ Massachusetts will depend, in part, on its
continued spending on federally-eligible projeéts. The Commonweéalth expects that, as a result of its extensive statewide
road and bridge program and the continuing needs of the CAJT Project, it will have sufficient federally eligible pro_]ect
expenditures to be able to u‘uhze all the federal h1°hway ass;stance made avallable toit. -

- BRI RIS PP

In addltwn largely as a result of the CA/T Pro;ect, the Comonwealth has made extenswe use of Advance
Construction (“AJC”) status under the Federal-Aid Highway Program, By utilizing A/C status, the Commonwealth may
pre-qualify projects.and expenditures thereon for federal reimbursement, subject only to the availability of future federal
assistance.. As of November 1, 2000, Massachusetts had an estimated $3.5 billion in planned costs so qualified, which,
when spent, should ensure that it will be able to draw down future federal assistance when available. This A/C balance
includes approximately $2.73 billjon related to the CA/T Project and approximately $797 million attributable to other
projects. . Of the CA/T Project portlon approximately $344 million cm‘rently exceeds the ‘statutory limitation on federal
confributions to the CA/T Projéct and accordingly cannot be drawn down under current law. See “COMMONWEALTH
PARTICIPATION IN THE PROGRAM - Recent Developments » In connection with the issuance of the Notes, the
Commonwealth will _covenant to mainfain an A/C balance at least gqual to the principal amount of Notes Outstanding, to
help ensure that it will be able to draw down federal funds to megt debt senrme fundmg regulrements

Moreover, the Commonweaith will, under a limited circumstance iavolving the elimination or substantial
reduction of national funding for the Federal-Ald Highway Program, dedicate a portion of its state gasbline excise tax
receipts equal to ten cents per galion to the payment of debt service on the Notes. During SFY 2000 such receipts totaled
approximately $272.9 million. Payment of debt service on the Notes from such excise tax proceeds would require
appropriation by the Massachusetts Legislature; however, in the everit that such limited circumstance occurs, such receipts
will not be available for any other purpose until the Massachusetts Legislature makes an adequate appropnatlon for debt
service or other funds are made available for such purpose.

THE ABOVE SUMMARY IS INTENDED ONLY AS A GENERAL INTRODUCTION TO THE 2000A
NOTES AND DOES NOT PURPORT TO BE COMPREHENSIVE OR DEFINITIVE. FOR MORE
INFORMATION CONCERNING THE 2000A NOTES AND THE SPECIFIC PLEDGES AND OTHER
PROVISIONS OF THE TRUST AGREEMENT UNDER WHICH THE 2000A NOTES ARE BEING ISSUED AND

-
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DESCRIPTIONS OF THE FEDERAL-AID HIGHWAY PROGRAM AND THE COMMOI\EWEALTH’S
PARTICIPATION THEREIN, PROSPECTIVE PURCHASERS OF THE 2000A NOTES SHOULD EXAM]'NE,
THE ENTIRETY OF THIS OFFICIAL STATEMENT, -

OtherInformation S S - - Cow

Attached hereto as Appendlx Als a surrunary of cen:am prov1sxons of the. Trust At,reement Append:x B attachedf
hereto contains the proposed form of leaal opinion of Bond Counsel with respect to the 20004 Notes. Appendlx C attached
hereto contains the proposed form.-of the Commonwealth’s continuing &sclosure undertaking to be mcluded in the 2000A
Notes to facilitate compliance by the. Underwriters with. Jthe requlrements of paragraph (b)(5) of Rule 15¢2-12 of the
Securities and Exchange Commission. All descr:ptmns of documents contairied in_this Official Statement are only
summaries and are qualified in their entirety by referénce to each such dccument R

"PLAN OF FINANCE *

The 2000A Notes are being issued to finance a portion of the costs of construction of the CA/T PrOJect The CA/T
Project involves the depression of a portion of Interstate 93 in downtown Boston (the Central Artery), which is now an
elevated highway, and the construction of 2 new tunnel under Boston harbor (the Ted Williams Tunnel) to link the Baston
tennmus of the Massachusetts turnp1ke (Interstate 90) to Loban lntematmnal Auport and pomts north )

The proceeds of the 2000A Notes (excluswe of accrued 1nterest 1f any, whlch will be depos:ted in the June 15
Debt Service Account of the Debt Service Fund) are expected to be applied on the date of issue of the ZOOOA Notes in the
estimated amounts as follows (rounded to the nearest dollar)

TR . e - s R

SourcesofFunds - R "
Prmcxpal amournt of 20004 Notes......o.e.... ..... - ............ - '8 _577,605,000-
Net Original Issue Premium.............. U TR : ‘ 25.632.930
TOTAL eoeereseeesssssseeseseessseseesemressseesseesessesssssssssssses e seee e $ 603,237,930

Uses of Funds: -1, .. .. C T - . ” o
Depaosit to the Project Fund for CA/T Project Costs.....ivmens PR - 5 600,008,884
Bond INSUrance PTemMilIN .. .....cuoueerireeerersissimissesnesssssosssessresesensessaransses - -198.470 -
Underwrlters QISCOUME .. ceecveervrarrssresrrerareresssseesesese e sesemenesas st st seres 3,030,576 .

- TOTAL . ..v.-;.:f.;....‘...,‘..-..,.'...‘....._. $ 603 237 930

Commonwealth pro_;ectmns of cash flows requ1red 0. complete the CA/T Project on schedule in SFY 2005 assume
that the CA/T Project will require total expenditures of $14.075 billion including contingencies. The amount required for
SFY 2001 through SFY 2005 is estimated to be approxrmately $4.954 billion. The Note program is expected to provide
$1.5 billion for costs of the CA/T-Project. . The remaining costs are expected to be finded from 2 ¢ombination of federal
highway assistance, Commonwealth general obligation bonds and notes, payments from the Massachusetts Turnpike
Authority and the Massachusetts Port Authority and through other available revenues of the Commonwealth, including
certain auwtomobile registration -and driver’s license fees. See . “COMMONW’EAL’IH PARTICIPATION IN THE
PROGRAM — Recent Developments” . o8

The Commonwealth is authorized under current state law fo isste Notes (including the 1998A Notes the 1928}3
Notes and the 2000A Notes) providing net proceeds of up to $1.5 billion (and refunding Notes therefor) and maturing not
later than June 30, 2015. With the issuance of the 2000A Notes, the Commonwealth has utilized this authorization fully
(except for the possibility of refunding Notes). The authorized amount of Notes could be increased by future legislation,
although no such legislation is pending. 1f such legislation were enacted, then subject to satisfaction of cond1t10ns stated in
the Trust Agreement, the Commonwealth wounld be able to issue additional Notes. See “COMMONWEALTH
PARTICIPATION IN THE PROGRAM — Recent Developments.” For a discussion of certain conditions precedent to the
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issuance of additional Notes, see “SOURCES OF PAYMENT AND SECURITY FOR THE NOTES—Limitations on
Issuance of Additional Notes.” ~The Commonwealth does not currently proJect that it wtll issue any additional Notes
(excluding any refunding Notes).

The Commonwealth has structured the principal amortization of the 2000A Noies using certain assumptions
regarding future receipt of Federal Highway Reimbursements (hereinafier defined) from the Federal-Aid Highway
Program. Subject to the ltmttattons on the use of Federal ‘Highway Reimbursements in ‘the Trust Agreement and detailed

under “SOURCES OF. PAYMENT AND SECURITY FOR THE NQTES—General ” the Commonwealth currently 1ntends . ,

to use a portion of Federal Highway Relmbursements to purchase in the open market, to defease or to redeem on or afcer the
first call date at the respectlve call prices some or all of the Notes, including the 2000A Notes, prior to stated maturity.
However, there can be no assurance as to the specific amount of Federal Highway Reimbursements actually to be received

in any year or that the Commonwealth shall continue to intend to apply a portion of such Federal Highway Reimbursements )

to such early defeasance or redemption. The Commonwealth makes no representation as to the amount or timing of any
such defeasance or redemption.

SOURCES OF PAYMENT AND,SEC_URIT_Y FOR THE N.OTE.S
General

- - - [T

The prmc:lpal of and premtum if any, and mterest on the 1998A Notes, the 1998B Notes, the ZOOOA Notes and
any additional Notes which may be issued hereafter under the Trust Agreement and other obligations of the Commonwealth
from time to timie owing under the Trust Agréement (collectively with the Notes, the “Trust Agreement Obligations™) are
secured by a pledge of; and payable solely from, the following (collectively, the “Pledged Funds™:

(2) all reimbursements and other federal assistance (“Federal Highway Reimbursements™) that the
Commonwealth from time to time shall receive with respect to federally-aided highway construction projects

under or in accordance with Title 23 of the United States Code or any successor program established under federal

law (the “Federal-Aid Highway Program™) and any other moneys from time to time deposited in the Federal
Highway Grant Anticipation Note Trust Fund of the Commonwealth established by Section 10 of the Act (“GAN
Trust Fund™);

(b} all amounts from time to time credited to the GAN Trust Fund (excluding the Project Fund) and to the
Funds and Accounts established under the Trust Agreement (excluding the Rebate Fund);

(e} any amounts payable to the Commonwealth by a Hedge Provider pursuant to a Qualified Hedge
Agreement relating to the Notes; and

{(d) upon the occurrence and during the continuation of a True-up Cgadition (defined below) the receipts
derived by the Commonwealth from that portion of the excise imposed on gasoline (other than aviation fuel) by
Chapter 64A of the Massachusetts General Laws as amended from time to time (the “Commonwealth gasoline
excise tax™) and credited to the Commonwealth’s Htghway Fund equal to ten cents ($O 10) per gallon (the
“Alternattve Revenues") . .

As mdtcated above, the Alternatlve Revenues will be mcluded in the Pledoed Funds only durmg the contmuatton
ofa True-Up Condition. See “Pledge of Alternatwe Revenues™ below.

L

The Notes and the other Trust Agreement Obligations are not general obF,,attons of the Commortwealth and the

full faith and credit of the Commonwealth are not pledged to the payment of the Notes or the other Trust Agreement

Obligations. The Commonwealth is not obligated to make any payments with respect to the Notes or the other Trust
Agreement Obligations except” as specified in the Notes and in the Trust Agreement, and the Commonwealth is not
obhgated to unpose any taxes to satisfy the Notes or the other Trust Agreement Obhgatlons ’

e o CrEas - =
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The Act provides that the lien of the Trust Agreement on the Pledged Funds w111 be perfected by ﬁhng the Trust '

Agreement in the records of the Treasurer and Receiver-General of the Commonwealth (the “State Treasurer”). The Trist
Agreement has been so filed. In the opinion of Bond Counsel, as the result of such filing the lien of the Trust Agreement is
valid and binding as against all persons or entities of any kind having claims of any kind in tort, contract or otherwise,
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irrespective of whether such persons or entities have notice thereof, At the option of the Commonweaith and without
Noteholder consent, a subordinate fien on all or a portlon of the Pledged Funds may be given to seciire the rennbursement
obligation of the Commonwealth relatmg toa Reserve Credlt Faclhty or to secure seeuntles subordmate to the Notes )

The lien of the Trust Agreement on the Federal nghway Relmbursements is hmned to such moneys ‘when
received by the Commonwealth and does not include a pledge of the right to receive such reimbursements or other
assistance from the federal government. No person or entity, other than the Commonwealth will be entitled to assert any
claim against the federal government with respect to such reimbursements or other assistance,

As required by the Act, the Trust Agreement contains a covenant to the effect that on and after .Tnly“ 1, 2002,
except to the extent necessary to pay Trust Agreement Obligations due and payable in any SFY (as originally scheduled),
no more than fifty percent (50%), of 'such other percentage as may be permitted by Massachusetts law, of the amount
apportioned by law to the Commonwealth in any FFY with respect to the Federal-Aid Highway Program shall be applied in
the SFY ending on June 30 of such FFY or in the SFY commencing on July 1st of such FFY to the payment of Trust
Agreement Obligations, mcludmg without limitation, the payrent, redemptton or defeasance prior to matunty of the
principal of and interest on Notes Ouitstanding. Any such use of Federal Highway Reimbursements also requires the
concurrence of the Secretary of Administration and Finance and the Secretary of Transportation and Construction
(collectively, the “Secretaries”). This provision limits the amount of Federal Highway Reimbursements that may be
available in any year for any optional redemption or defeasance of Notes, although the percentage limitation may be
modified or eliminated by future action of the Massachusetts Legislature without Noteholder consent, Moreover, the
Commonwealth makes no représentation as to the likelihood of any optional redemptlon or defeasance of the Notes or that
it will nnt ut111ze other avaﬂable funds if any, for such purposes. See “PLAN OF FINANCE &

FAR T "-.

“The Commonwealth has walved its sovereign’ nnmumt}r and consented to be sued on conu-actual obhganons
including the Notes and the Trust Agreement, and all claims with respect thereto. The application 'of the Pledged Funds
other than the Alternative Revenues fo satisfy the Trust Agreement Oblt,,atxons, inclyding satisfaction of any judgment
enforcing the Trust Agreement Obhgatlons will not be subject to appropnatxon by the Massachusetts Legislature.
However, apphcatlon of the Alternatwe Revenues to pay Trust Agreement Obligations will require appropnation “and
certzin other Pledged | Funds (excludmg Federal behway Relmbursements) may be made avaﬂable from time to time as, the
result of legislative appropriations, although the .Commonwealth is. not- obllgated to appropnate any such funds
Enforcement of a ¢laim for payment of the Trust Agreement Obligations may also be subject to the prov151ons of federal or
state statutes, if any, hereafter enacted extendmg the time for payment or 1mposmv other constramts upon enforcement,
insofar as the same may be constitutionally applied.

Neither the Commonwealth not, the GAN Trust Fund is, e11°1b1e for protecuon from its. crechtors pursuant to o

Title 11 of the United States Codeh The Notes are not subject 1o acoeleratlon upon the occurrence of an Event of Default.

I I LoE T - - = St e L - -
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Funds and Accounts 5 -
The GAN Trust Fund is established by the Act. The Trust Agreement estabhshes within the GAN Trust Fund a
Revenue Account and a Project Fund. The Revenue Account will be held and administered b by the Trmistée and will
constitute part of the security for the Notes. The Act prowdes that all Federal Highway Reimbursements, any other funds
hereafter appropriated to the GAN Trust Fund, and investment earnings thereon and on the proceeds of the Notes shali be
held by the State Treasurer or dengnee as trustee of the GAN Trust Fuiid and not on adcount of the Commonwealth and, as
further set forth in the Act, may be expended without further appropriation for paymeént of Trust Agreement Obligations.

The Act further provides that such funds are impressed with a trust for the benefit of the owners of the notes authorized by

the Act, mcludmg the Notes

S S - : - SR o oo S
“Pursuant to’ the Trust “Agreement al] Federal H1thway Retmbursements received by the Cormnonwealth ire
required to be deposited within twoé business days of receipt by the Comsmonwealth into the Revenue Account established
by the Trust Agreement within the GAN Trust Fund. Also deposited into the Revenue Account will be such additional
funds (other than AItematwe Revenues), if any, as Tiay frorn tlme to tlme be approprlated by the Massachusetts Leg1slature
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© The Project Fund within the GAN Trust Fund will be held and adrmmstered by the State Treasurer asa deposltory
for proceeds of 1 the Notes pendmg their expenﬂlture on costs of the CA/T Pro;ect of costs of i issuance’ of the ‘Notes. The
Project Fund is 1ot paft of the sectrity for the Notes, and amounts deposited i the Pro;ect Fund are not included in the
Pledged Funds and are not ava:Iable to pay Trust Agreemeut Obh %atmns

e a e W -

The Trust Agreemenf also estabhshes the folIowrng Punds and Accmmts whlch ire separate from the GAN Trust
Fund: P e

[ R

(i Redemptron Fund; -
(i) Debt Seiviéé Fund, mcludlng 2 June 13 Debt Serwce Payment Account, a December 15 Debt Semce
: Pa}fment Account and a Defeasance Accohnt ow s

: - - : bao v " N - P . - -
- T . a e i, te

@ 11) Altematlve Revenues Fund mcludmg a Reserve Acoount and a Debt Servree quulchty Account

e i . M . ©rer

(v) Rellemed LT H, - 1 N I " )

Al these Funds and Acéounts are heid and administered by the Trustee Al these Funds and Accounts are

included in the Pledged Funds seciring the’ Trist Agreement Obligations, except for the Rebate Fund and except that any

Alternative Revenues contained therein are available only during the continuation of a Trué-ip Condition provided the

Massachusetts Legislature appropriates such funds for that purpose. Moneys and securities held in the Rebate Fynd are not
avallable to pay the Trust Ag,eement Obhgatmns and do not consntute secunty therefor

Vpireer ¥

Trust Agreement to be deposn‘.ed or appI‘ed wnh respect to the Notes, so that such funds may be used for the- purposes of
purchasmg or optlonally redeemmg Notes, . Such us& of Federal Highway Re1mbursement,s without appropnauon is limited
bya pmvrsmn of the Act descfibed above. See “General * In the event of a deficiency In the Debt Service Fund, any funds
held in the Redemptmn Fuind, cther than’ moneys held for Notes with respect o which a notice of redemption has been
given, shall be uansferred to ‘tTle applicable Account of the Debt Serwce Fund to the extent Decessary to make up such
deficiency. TEmE e e ke

The Debt Service Fund contains two accounts, the June 15 Debt Serv1ce Account and the December 15 Debt
Service Account, for the accumulation of Pledged Funds for the purpose of paymg sc¢heduled principal and interest on the
Notes when due. Deposits to' siich™ AcCounis "aré to be made as described below in “Flow of Federal Highway
Reimbursements” and “Pledge of Alternative Revenues.” The Debt Service Fund also contains a Defeasance Account for
the retention of funds and secuntles heId for the purpose of paymg defeased Notes. . -

- The Altemarzve Revenues Fund contams a Reserve Account for the recelpt and retention of AItemative Revenues
durmg the continuation of a True-up Condltlon which shall be transferred to the Debt Service Fund or to the State
Treasurer as described below in “Pledge of Alternative Reyenues.” The Debt Service Liquidity Account of the Alterpative
Revenues Fund holds funds and securities.and/or a Reserve Credit Fac111ty mamtamed to satisfy the Debt Service Liquidity
Account Requirement as a debt service reserve ‘for the Notes, . Amounts in the Debt Service Liquidity Account are

available, if needed, solely in the event that a True-up Condition shall have occurred ‘and be continuing.

The Note Related Costs Fund holds Pledged Funds to be used to pay fees, costs and cther amounts included in the
Trust Agreement Obligations, other than debt service on the Notes. Funds held in the Note Related Costs Fund are
_available to pay debt service on the Notes in the event of a deficiency in the Debt Service Fund e e
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The Rebate Fund holds amounts, if any, payable by the Cemmenwealth to the Umtec! States Treasury wnth respect

to the Notes pursuant fo the arbltrage rebate requirements of Section 148 of the Internal Revenue Code of 1986, as

amended. Amounts deposited in the Rebate Fund are not mcluded in the Pledged Funds and are not available to pay debt
service on the Notes. E_—




Flow of Federal Highway Reimbursements

UL L

The Trust Agreement provides that on or before October 10 of gach FFY (or, if such day is not a business day, the
next succeeding business day) the, State Treasurey, with the written concurrence of the Secretaries, will deliver to the
Trustee a .statement (the “Statement of Avallable Revenues”) setting forth (1) the amount of Federal Highway
Reimbursements expected to be received by the Commonwealth during. such FEY, (2) any defic:ency in any’ Funds and
Accounts with respect to Trust Agreement Obhaatlons due and payable in such FFY and (3) the amount of Trust
Agreement Obltgatmns then expected to be due and payable durlng the following FFY. In the event that the Statement of
Available Revenues identifies any deficiency described in clause (2), then notw:thstandmg any other provzslon of the Trust
Agreement all Federal Htghway Reimbursements received thereafter shall be applied first to satisfy such deficiency and for
the purposes of the remaining flow of funds the Expected Federal chhway Relmbursements {(as defined below) shaII be net '
of the amount of such deficiency (whether or not such deficiency has been sansf‘ ed) :

1 RN
PR

. The Statement of Avaﬂable Revenues will pro_Iect the ratio of (a) the amount of Federal Ht,hway Relmbursements
expected to be received during the cumrent FFY (the “Expected Federal Highway Reimbursements™) to (b) the scheduled
payments of principal and interest due with respect to the Notes during the next succeeding FFY plus the other Trust
Agreement Obligations expected to be payable during the next succeedmg FFY (the amount in (b) being sometimes
referred to as the “Following Year Scheduled Obh,,atlons” and such ratio bemer sometimes referred to as the “Debt Senuce
Coverage Ratto”) . L . : e e T P
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Ifthe pro_tected Debt Semce Coverage Ratio is equal to or greater than 120%, then _

EL)

(1) c0mmencmg on the later of October 10 of such FFY and the date of de11ve1;y of the Statement of
Available Revenues and contituing until the earlier. of December 15 of. such FFY and the date on whxch the
difference between the Expected Federal Highway Re1mbursements minus the amount of Federal- nghway '
Reimbursements received by the Commonwealth to date in such FFY shall equal 120% of the Following Year
. Scheduled Obligations, Federal Highway Reimbursements received by the Commonwealth shall be patd to the
, . State Treasurer from the Revenue Account free and clear of the hen of the Trust Agreement,

(ii) commencing on the earlier of December 15.of such FFY and the date on which ‘the dtfference

between the Expected Federal Highway Reimbursements minus the amount of Federal Highway Reimbursements

received by the Commoniwéaith to date in ‘such FFY shall equal 120% _of ‘the Following Year Scheduled

~ Obligations, all Federal Highway Reimbursements received by the CemmenWealth shall be transfened from the

,Revenue Account first to the December 15 Debt Servtce Account of. the Debt Service Fund secqnd to the Nete

Related Costs Fund, t‘mrd io the Rebate Fund and fourth to the Debt Service. L1qu1d1ty Account, 1f and as

apphcable, until the date on which all Following Year Scheduled Obligations payable on or pnor to December 15
of the next succeedmg EFY shall have been provided for,

- (ji) from such date through the earlier of June 14 of such FFY and the date on whlch the dlfference
between the Expected Federal Highway Reimbursements minus the amount of Federal Highway Reimbursements
received by the Commidhwealth to date in such FFY shall equal 120% of the Following Year Scheduled
Obligations payable affer December 15 of the next succeeding FFY, all Federal Highway Reimbursements
received by the Commonwealth shall be pald to the State Treasurer from the Revenue Acccunt free a.ud clear of
the lien of the Trust Agreement S L S by

- i AN O T S o

< (iv) commeiting on the earlier of Tune 15 ot" such FFY and the date on which the dlﬁ'erence between the

Expected Federal Highway Reimburserents minus the amount of Federal Highway Reimbursements-received by

the Commonwealth to date in such FFY shall equal 120% of the Following Year Scheduled Obligations payable

afier December 15 of the next succeeding FFY, all Federal Highway Reimbursements received by the

.- Commonwealth shall be ransferred from the Revenue Account first to the June 15 Debt Service Accourit of the

6 Debt Service Fund, second to the Note Related Costs Fuid, third to the Rebate Fund and fourth to the Debt

* - - Service Liguidity Account, ifand as applicable, until the date on which all Following Year Scheduled Obhgattons
-payable after December 15 of the next succeeding FFY shall have been provlded for and

-
o




(v) from such date through September 30 of such FFY all Federal Highway Reimbursements received
by the Commonwealth shall be paid to the State Treasurer from the Revenue Account free and clear of the I1en of
the Trust Agreement oL D - -

‘In the event that at any time’ during any FFY the State Treasurer, with the written concufrence of the Secretanes,
shall determine that the Expected Federal Highway Reimbursements for sich FFY will be materially different from the
amount initially projected, the State Treasurer shall notify the Trustee of the revised amount of Expectéd Federal nghway
Reimbursements and the distribution of Federal Hrc,hway Relmbursements descnbed above thenceforth shal] be made in
accordance w1th such rewsed amount. : N

Notwithstanding the foregomg, (1) if on Oc’toberl "of any FFY and $0 long as, no Statement of Avallable
Revenues shall have been filed with the Trustee for such FFY or (2) in-the event that for any FFY the Statement of
Available Revenues shall project that the Debt Service Coverage Ratio shall be less than 120%, then all Federal Highway
Reimbursements received by the Commonwealth shall be paid from the Revenue Account into the December 15 Debt
Service Account, the June 15 Debt Service Account and the Note Related Costs Fund, the Rebate Fund and the Debt
Service L1qu1d1ty Account; if and as applicable urml all Followmg Year Scheduled Obhgatmns shall have been prowded
for.

In addmon, 50 Iong as any Evént of Default under the Trusf Agreement shall have occurred and be contmumg no
Pledged Funds shall be transferred to the Commonwealth and released firom the lien of the Trust Agreement.

Although not required to do so by the Trust Agreement, the Massachusetts Legisiature has appropriated funds
sufficient for the payment of interest due on the 1998A Notes, the 1998B Notes and the 2000A Notes through SFY 2002.
Such ‘funds’ will be transferred to the Trustee for de osit in the Debt Service Fund as needed to meet debt service
requu'ements utider the Trust Agreement, in heu of the apphcat!on of Federal nghway Reunbursements S

. The Statement of Available Revenues for FFY 2001 was eicecuted by the State Treasurer, with the concurrence of
the Secretaries; ahd delivered to the Trustee on October 10; "2000. This Statement certified expetted Federal nghway

Reimbursements for FFY 2001 of $675.5 million and projected no deficiencies in any Funds and Accounts with respect to N

Trust Agreement Obligations dne and payable in FFY 2001 or 2002.

In the Act and the Trust Agreement the Commonwealth covenants for the beneﬁt of the Noteholders that, so long
as any Notss. shall remain outstandmg or any Trust Agreement Obligations shall remain unpaid, Federal Highway
Reimbursements shall not be diverted from the purposes dentified in the Act or the Trust Agreement (except as provided in
the Trust Agreement), nor shall the trusts with which the Federal nghway Reimbursements are impressed under the Act
and the Trust Agreement be broken, and the pledge and dedxcanon in trust of the Federai nghway Reimbursements shall
continue unimpaired'and unabrogated. .

See APPENDIX A—"SUMMARY OF CERTAIN PROVISIONS OF THE ’I'R.UST AGREEMENT—Revenue
Account” and “-—Covenants as to Pledged Fands and Federal Highway Grant’ Ant1c1patlon Note Trust Fund ”

Advance Construction Bal_ance_Covenant

Pursuant to the procedures followed by the Federal Highway Administration (the “FHWA®) in the administration
of the Federal-Aid Highway Program, the Commonwealth may designate eligible highway construction projects for
“Advance Construction” status. The aggregate amount so designated with respect to the Commonweaith and not yet
converted into Obligation Authority constitutes the Commonwealth’s “Advance Construction Balance.” Upless otherwise
limited by federal law, the Commonwealth may at any time, provided sufficient Obligation Authonty is then available,
convert . any portion of its Advance Construction Balance to Obligation Authority. The Commonwealth would then be
entitled to immediate reimbursement of the federal share of amounts actually expended by the Commonwealth with respect
to projects allocable to the Advance Construction Balance. The Commonwealth would be reimbursed for subsequent
expenditures on such projects in the usual fashion. See “THE FEDERAL-AID HIGHWAY PROGRAM—Operations” and
“COMMONWEALTH PARTICIPATION IN THE PROGRAM.” Under the Trust Agreement the Commonwealth has
covenanted that, except to the extent otherwise required by applicable federal law or regulations, it will not cause or permit
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its Advance Construction Balance at any date to be less than the principal amount of Notes. outstanding as of such date,
after taking into account the principal amount of Notes, if any, to be paid, defeased or redeemed as the result of the
conversion on such date of a portion of the Advance Construction Balance to Obligation Authority and taking into account
any funds then on deposit in the Debt Service Fund end Redemption Fund to be applied to pay the principal of any Notes
then outstanding, as certified by the State Treasurer to the Trustee at the time of such conversion. For the purpose of this
covenant, the term “Advance Construction Balance” shall not include any portion thereof related to the CA/T Project and
identified in the then most recent finance plan for the CA/T Project filed from time b time by the Commonwealth with the
FHWA. as expected to be unavailable for conversion to Obligation Authority as a result of any applicable federal law
limiting the aggregate amount of federal funding for the CAJT Project. - Approximately $344 milljon of Advance
Construction related to the CA/T Project exceeds the $8.549 billion limit on federal funding of the CA/T Project recently
enacted and, so long as such excess condition or such limitation remains in effect, it will be excluded in calculating
compliance with this covenant. As of the date of this Official Statement, the Commionwealth is niot aware of any other
applicable federal law or regulation that would restrict Commonwealth compliance with ﬂns covenant See
“COMMONWBALTH PARTICIPATION IN THE PROGRAM Recent Developmen » L

By the concurrence of the Secretary of Transportation and Construcnon to the Trust Ag‘reement, the Executwa
Office of Transportation and Construction, acting on behalf of itself and the Massachusetts Highway Department,
covepants that it shall not cause or permit the Advance Construction Balance to be convérted to Obligation Authority
without the prior written concurrence of the Secretary of Administration and Finance and the State Treasurer; provuied
however, that such concurrence is not requiréd unless, after giving effect to such conversion, the portion of the remaining
Advance Construction Balancé that relates solely to projects under the Federal-Aid Highway Program on which the
Comntonwealih has already, as of the date -of such conversion, paid or advanced funds and with respect to which the
Commeonwealth would be entitled to immediate reimbursement from the federal government if such portion of the Advance
Construction Balance could be converted to Obligation Authority, would be an amount at least equal to (a) the principal
amount of Notes outstanding, without taking into account any payment, redemption or defeasance of Notes as a result of
such conversion, less (b) the amount, if any, then held in the Project Fund to pay costs of the CA/T Project. At the time of
any conversion of the Advance Construction Balance that requires the concurrence of the Secretary of Administration and
Finance and the State Treasurer, the State Treasurer shall deliver to the Trustée a certificate specifying the amount of the
conversion and the amount, if any, of Federal Highway Reimbursements related thereto to be applied to the payment,
redemption or defeasance of any portion of the principal of the Notes outstanding, and, if applicable, the redemption date or
affective date of defeasdnce of any Notes outstanding, ‘At ‘the time of transfer of any of such Federal Highway
Reimbursements to the Trustee, the State Treasurer will instruct the Trustee to deposit such Federal HIghway
R,e1mbursernents dlrectly into the apphcable Debt Semce Account, Redemptzon Fund or Defeasance Account

Pledge of Alternative Revenies o ‘ . - o

. Not iater than December 15 in each FFY, the State Treasurer, aﬁer consultatron thh ;he Secretanes w1ll
determine and certify (2) the aggregate amount appropnated by law from the federal Highway Trust Fund for the purposes
of carrying out the provisions of Title 23 of the United States Code with respect to federal-aid highway projects nationwide
for the current FFY and (b) the Debt Service Coverage Ratio for the following SFY, If both the amount described in (a)
above is less than $17.1 billion and the Debt Service Coverage Ratio described in (b) above is less than 120% then such
combination of conditions shall constitute a “True-up Cond1t10n » The figure of $17.1 “hillion fs equal to 75% of the
revenues received by the federal government in the Highway Account of the federal I-Il,_.,hway Trust Fund for FFY 1996.

A ‘o

If a True-up Condition shall have occurred, the Act requ1res the Govemor of the Cammonwealth to mclude in the
proposed operating budget of the Commonweaith to be submitted to the Legislature (generally in J anuary) for such
succeeding SFY a recommendation to appropriate an amount equal to the Trust Agreement Obligations to be due in such
succeeding SFY less the sum of (x) the amount of any available funds on deposit in the GAN Trust Fund, the Debt Service
Fund and the Note Related Costs Fund as of the date of such certification, minus (y) the portion of such amount expected to
be expended prior to the beginning o such succeeding SFY on Trust Agreement Obligations due in the current SFY plus
(z) any amount of Federal Highway. Reimbursements expected to be received prior to the beginning of such, succeeding
SFY that will not be expended prior to the beginning of said SFY. At any. time prior to the enactment of the budget of the
Commonwealth with respect to such succeeding SFY, the State. Treasurer, after consultatmn with the Secretaries may




report to the Governor. and the I.,egrslature changed circumstances that are material to the amount being recommended for
appropriation.

If a True-up Condition shall have oceurred in any SFY, then, unless the State Treasurer, after consultation with the
Secretaries, shall have certified by July 20 of the next succeeding SFY that the amount of funds in the GAN Trust Fund, the
Debt Service Fund and the Note Related Costs Fund as of the most receat June 30 is sufficient to pay the Trust Agreement
Obligations due during the then current SFY, all Alternative Revenues received by the Commonwealth from and after the
commencement of such SFY shall be paid to the Trustee and deposited into the Reserve Account of the Alternative
Revenues Fund; provided that notwithstanding any provision of the Trust Agreement to the contrary, in the event that the
Trustee shall hold an amount under the Trust Apreement during any SFY at least equal to the Trust Agreement Obligations
duge and payable during such SFY, which amount is available for paying such Trust Agreement Obligations without any
further appropriation or othei legislative approval, then the State Treasurer shall no longer be required to pay Alternative
Revenues to the Trustee during the remainder of such SFY. Alternative Revenues will be included in the Pledged Funds
only upon the occurrence and cortinuation of a True-up Condition and will not be available to pay Trust Agreement
Obligations if Federal Highway Reimbursements are insufficient for siich purpose under circumstances that do not involve
a Trye-up Condition or if the Massachusetts, Legislature does not appropriate the Alternative Revenues for siuch purpose.
The Massachusetts Legislature may, but is under no obhganon to, from tifhe to time appropriate Alternative Revenues or
other funds for the purpose of paying Trust Agreement Obligations. See “THE ALTERNATIVE REVENUES ?

-Alternative Revenues so deposited into the Reserve Account, to the extent appropriated for payment of Trust
Agreement Obligations in such SFY, shall be transferred to the Debt Service Fund and other anc_is and Accounts under the
Trust Agreement for the payment of such Trust Agreement Obligations. Amounts remaining in the Reserve Account after
all such Trust Agreement Obligations have been provided for shall be transferred to the State Treasurer frge and clear of the
lien of the Trust Agreement. . -

In the event that funds other than Alternative Revenues are appropriated for the payment in full of such Trust
Agreement Obligations and are received by the Trustee and deposited in the appropriate Funds and Accounts maintained
under the Trust Agreement, the Alternative Revenues thereafter shall be released to the State Treasurer free and clear of the
lien of the Trust Agreement.

. Sp long as_any Notes shall be outstanding, there shall be maintained in the Debt Service Liquidity Account an
amount equal to'ten percent (10%) of the maximum aggregate amount of scheduled payments of principal and interest
becoming due in any SFY on all Notes then outstanding; provided that the amount funded from proceeds of the Notes in
any event shali not exceed 125% of the average annual aggregate amount of scheduled payments of principal and interest
becoming due in any SFY on all Notes then outstanding. At the option of the Cothmonwealth, such requirement may be
satisfied by a Reserve Credit Facility. So long as any True-up Condition shall have occurréd and be continuing, amounts
in the Debt Service Liguidity Account shall be available to pay Trust Agreement Obligations when due and shall be drawn
upon for such purpose in the event of any deficiéncy in the amount available for such purpose m "the Debt Serv1ce Fund the
Notes Related Costs Fund and the Redemption Fund.

s e - 1

The Commonwealth has covenanted in the Trust Agreement that 50 Iong as any Notes shall remam outstandmg or
any Trust Agreement Obhgauons shall remain unpa1d 7 L , , -

(a) inany SFY with respect to which a True-up Condition has occutred 2and is continuing, vnless and
until an appropriation has been made or an amount is otherwise made available that is sufficient to pay the Trisst
Agreement Obligations due during said SFY, none of the Alternative Rev_enues shall be appl!ed to a.ny use other

+ e

than the payment of such Trust Agreement Obhgatwns ‘ e S 7 * 1

(b) until the State Treasurer, after consultation with the Secretary of Admiriistration an‘cf Fihé.ncc"ﬁﬁd -
the Secretary of Transportation and Construction, determines that available funds in the GAN Trust Fund and in

the Funds and Accounts estabhshcd under the Trust Agreement will be sufficient to pay all Trust Agreement

($0.10) per gallon plus any amount thereof pledged for the paymeni of special obligation bonds of the_
Commonwealth pursuant to Section 20 of Chapter 29 of the Massachusétts General Laws; and ~ -
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(c) at least ten cents ($0.10) of the Commonwealth gasolme gxcise tax shall remain free and clear of
any superior or equal pledge lien, charge or encumbrance thereon or with respect thereto (other than the lien of the
Trust Agreement) and shall remain credited to the nghway ‘Fund of the Commonwealth so designated under
Section 34 of Chapter 90 of the Massachusetts General Laws, except as permltted by the Trust Agreement;
provided, however, that any such funds shall be available for appropriation in any SFY for any other lawful
purpose unless the State Treasurer shall have certlﬁed that a True-up Condition has occurred and is continuing,

" The Trust Agreement prov:des that any prov1szon of the Act creatmg c0venants w1th Noteholders shall be deemed
a covenant with the Noteholders only to the extent expressly prowded in, and as 11m1ted by, the Trust Aweement

Limitations on Issuance of Additienal Notes

b o

can b . . . . ! -’n_‘[E T

Under the Trust A;_;reemenf7 stibject to conditions stated: therem and in the Act additional Notes may be issued on
a parity basis with the 1998A Notes, the 1998B Notes and the 2000A Notes for the purpose of providinig for the osts of the
CA/T Project and refunding OQutstanding Notes. The Act provides that Notes are to be issued by the State Treasurer at the
request of the Governor of the Commonwealth and that the ameortization of each series of Notes shall be as determined by
the State Treasurer with the concurrence of the Secretaries. The Trust Agreement prov1des that no additional Notes, except
refunding Notes, may be issued unless, after giving effect to the issuance of such additional Notes and the defeasance of
any. Notes 1o be defeased simultangously with such issuance, (a) 1o Event of Default will exist under the Trust Agreement
(b) either (i) principal and intérest payable on the Notes on any June 15 or December 15, (and if apphcabIe durma the six-
month period ending on such date) shall not exceed $108 million (excludm° addltlons to accreted value not payable in
cash) or (ii) the Outstanding Notes and the proposed additional Notes. will retain the existing credit ratmcrs of the
Outstanding Notes; (¢) Federal Highway Reimbursements expected to be received by the, Commonwealth during the
remainder of the FFY in which such additional Notes are issued {(excluding any portion of such Federal nghway
Reimbursements required to be set aside to pay debt service on Notes already Outstanding) will equal or exceed 120% of
the Trust Agreement Obligations due with respect to. such addmonal Notes in the next suc:ceeclmer FFY (minus any portion
of such Trust Agreement Obligations as shall be provided for by the proceeds of such additional Notes or any other
available amounts deposited with the Trustee for such purpose); (d) either (i) the aggregate net proceeds of the proposed
additional Notes and the Notes previously issued (excluding refunding Notes) will not exceed $1.5 billion or (ii) the
Outstanding Notes and proposed additional Notes will retain the existing credit ratings of the Outstanding Notes; and (e)
the Commonwealth is in compliance with its covenant concerning the Advance Constructxon Balance. See “SOURCES OF
PAYMENT AND SECURITY FOR THE NOTES—Advance Consfruction Balance Covenant » The debt service
requirements on variable rate Notes for the purposes of cIauses ®) and (c) above will be calculated using the higher of (1)
the then-current rate on the BMA Municipal Bond Index™ and (2) t_hree percent (3%) per annum, in each case plus 150
basis points. ‘ C '

Regarding the condition 1dent1ﬁed in ciause (d) of the precedmg paraoraph upon the i issuance of the 2000A Notes
the aggregate net proceeds of the Notes are expected to have reached §1.5 billion. As a result, the condition identified in
clause (d) may be satisfied with respect to future issues of additional Notés (other than refunding Notes) only by obtaining
the confirmation of credit ratings described in subclause (if) of clause (d). In addition, no such additional Notes (other than
refunding Notes) may be issued unless the Act is ‘amended to increase or eliminate the limitation on the authonzed amount
of Notes. While no amendment of the Act currently is contemplated, this limitation may be increased or eliminated by
subsequent legislation without the comsent of the holders of the Notes. See “PLAN OF FINANCE” and
“COMMONWEALTH PARTICIPATION IN THE PROGRAM - Recent Developments.” ‘

It is also a condition to the issuance of any additional Notes (other than refunding Notes) that all interest and
principal, if any, payable thereon during the FFY in which such additional Notes are Jssued shall be provided for from
pomons of the proceeds of such addmonal Notes or by other available funds deposited thh the Trustee as of the date of
issuance of such additional Notes. S .

The Commonwealth may issue Notes for the purpose of refundmfr Outstandmor Notes without reaard to the
conditions specified above, so long as, after giving effect to the issuance of such refunding Notes and the defeasance of any
Notes to be refunded from the proceeds thereof (a) no Event of Default shall exist under the Trust Agreement and (b) either
(i) principal and interest payable on the Notes on any June 15 or December 15 (and if applicable, during the six-month
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period ending on such date) shall not exceed $108 million (excluding additions to accreted value not payable in cash) or (ii)
the Outstanding Notes and the proposed refunding Noteés will retain the existing credit ratings of fhe' Outétanding Notes.

Compliance with the foregoing conditions in connection with the issuance of z any series of Notes will be evidenced
by a certificaté of thé State Trefisurer provided to the Trustee. In connection with the issuance of the 2000A Notes the State
Treasurer will deliver to the Triistée a cértificaté that the issuance of the 2000A Notes will meet each of the applicable
conditions described above. In addition, on or before the date of issuance of the 2000A Notes, the State Treasurer will
transfer to the Trustee for dep051t ‘info the Debt Service Fund, from fands already appropriated by the Massachusetts
Legislature, an amount sufficient to pay the interest due and payable on the 2000A Notes on June 15, 2007, ' T

The Trust Agreement pen'nits' the issuance of subordinate securities 'sécuréd by a subordinate pledge of the
Pledged Funds provided that the issuance of such subordinate securities will not cause a reduction of any existing credit
rating of any Ouistanding Note. For the purposes of the Trust Agreement a.nd thl,s Ofﬁcxal Statement no such subordmate
securities are mciuded inthe term “Notes.”. . . . ... o . VP e e : P

. THE FEDERADAID HIGHWAY PROGR?AM

The proceeds of the Notes will be used by the Commonwealth to finance a portion of the costs of the CA/T
Project. The principal source of repayment and security for the Notes will be payments received by the Commonwealth
from the federal government under the ‘Federal-Aid Highway Program (the “Program“) pursuant to which the federal
government reimburses states for the federal share of approved hlghway pro_jects o o
Certain Progfain features or reqmrements are explamed _or further deﬁned where they appear below but are
introduced here for reference: B i A o 7 e
. The federal Highway Trust Fund (’a‘he “HTF"): 'rh'e HTF is # dedicated federal fund with dedlcated
revenues held in trust for réimbursement of expendxtures by the states for costs of ellgible transportat:on
projects, including hlghway projects. _

. Authorization: “Authorization” is the process by which Congress authorizes the expenditure of federal
revenues on federal programs. For the Program, authorization historically has been, and continues to be,
provided -on a multi-year basis. This, together with the availability of HTF revenues and future HTF
coIlectlons perrmts states more certamty in pIanmng long-term h1ghway projects.

. Apportioniment: - ‘For each FFY, the FHWA apportions the “anthorized funding among the states
according to formglas that are established in authorizing statutes. The distribution of federal furids that
do not have a statutory formula is called “allocation” rather than “apportionment.”

. Obligation Authority: ' “Obligation” is the commitment of the feéderal government to pay, through
reimbursements to a state, its 'share of the eligible expenditures on an approved project. The amcunt of
such federal revenues that a state can obligate in 2 giy'en FFYTs‘ 'c'alled its “Obligdﬁon Authority.” : '

. Advance Construction (“4/C”): ~ The Advance Consiriuction procedure aliows states to commence
eligible projects without first having to obligate the federal government’s share of expenditures. Thus,
states may begin a project before amassing all of the Obligation Authority needed to cover the federal
govermment’s share, :

. Partial conversion of Advance Constriction: Undér partial conversion of Advance Construction, in a
given yedr 4 'state may convert A/C to Obligation Authority and thus be eligible for reunbursement fora
portion of the federal share of an Advance Construction prgject in that or in a subsequent FFY, This
removes any requirement for the state to wait for reimbursements until the full amount of Obligation
Authority needed for the entire project IS avax[able

These features of the Program work in a eomplementary fashion to provide a regular flow of federal
réimbursements over the years to state highway projects. The participation of the Cominénwealth in such reimbursements,
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and the role of such participation in providing payment and security for the Notes, is di d in “ ONWEAL
PARTICIPATION IN THE PROGRAM.” | | » Is discussed in “COMMONWEALTH

It should be noted that the terms and conditions of parﬁcipation in the Program as described herei , cublect

. . ' erein are sub
change at ’fhe discretion of ?ongress, an'd there can be no assurance that the la\;s and regulations now gogesrl;iiegat;g
Program will not be changed in the future in a manner that may adversely affect the ability of the Commonwealth to receive
adequate Federal Highway Reimbursements to pay the 1998A Notes, the 1998B Notes, the 2000A Notes and other Trust
Agreement Obligations. o _

Federal Highway Trust Fund

The FHWA administérs payments fo states under the Program through the HTF. Funded by collection of

federally-imposed motor vehicle user fees, primarily fuel taxes, the HTF is a dedicated fund with dedicated revenues that
are held in trust for reimbursement of the states’ cost of transportation projects, including highway projects. The HTF
presently contains the Highway Account and a Mass Transit Account. The Highway Account receives approxi.matel 84%
of gasoline tax revenues and 88% of diesel fuel tax revenues, with the remaining share of such revenues depositedyin th;
Mass Transit Account. Using revenues in the Highway Account of the HTF, the FHWA reimburses states for expenditures
related to approved highway projects. The FHWA distributes these revenues to states based on apportionment and
allocation rules prescribed by federal law. N )

Current law requires that the cash balance of the Highway Account of the HTF, plus projected revenues for the
next two years, must suffice to repay all unpaid authorizations before any additional apportionments of revenues can be
made from the HTF. As a result, and unlike most federal programs, the flow of federal funding to states for highwa
projects does not depend on timely appropriation of revenues by Congress. A S . 4

Federal gasoline excise taxes are the largest revenue source for the HTF. The majori : :

. ) 3 . > majority of these tax revenue
including 15.44 cents per gallon out of the current 18.4 cents per gallon tax, go to the Highway Account. The followinsg
table shows annual and projected HTF collections in the Highway Account for the period FFY 1982 to FFY 200%.

Payunients into the Highway Account of the Highway Trust Fund ©
1982-2000 :

350 1 —

30.0

250

200

$ Rillions

Y TR

(1) Exclusive of Interest Bamu:ﬁgs“ B : . St
(2) Reflects the redirection 0'f3.:44_ tents of the Gas Tax from deficit reduction to the Highway Account of the HTF.

(3) FHWA estimates that $5_.0 bll}_mn in FY98 receipts were not received until FY99 due to the Tax Payer Relief Act of
;‘_91?_7- Accordingly, adjusted FY98 receipts would be $28.1 billion and adjusted FY99 receipts would be $28.7

illion. :

(4) Projected by FHWA -

SOURCE: FHWA, Table Fi210 and Highway Funding 1997-2000 Bulletin, March 3, 2000.
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The HTF Balance. Since 1956, the Highway Account of the HTF has accumulated a surplus of revenues because
more revenues have been generated for the account through collections and interest income than have been distributed to
states under the Program. TEA 21 established an opening balance of $8.5 billion for the Highway Account of the HTF,
effective October 1, 1998. The HTF is required under current federal law to maintain a positive balance to ensure that pr:or
commitments for federal revenues can be met. This réquirement allows states the ﬂex1b1hty to edrn and recejve
reimbursement revenues for up to four years after federal funds first were obligated. - ———

Reauthorization of HTF Collections. Collection of HTF taxes (“HTF collections™), like the Program itself, must
periodically be reauthorized by Congress. Historically, the HTF and its constituent taxes have been authorized to operate
for limited periods of time. Originally, the HTF was authorized through J une 1972; it has been reauthorized several times.
Most recently, TEA 21 authorized HTF collections through FFY 2005. s e AR ca

History

The modern Federal-Aid Highway Program originated in the Federal-Aid Highway Act of 1956. The Program

initially was established as a pay-as-you-go system, meaning that costs of constructing and maintaining the system were to
be borne primarily by its users, who would pay a federally-imposed tax on motor fuels. Federal user fees were to provxde
90% of the cost of construction, with the remainder paid for by the states, : : Lol

The Federal-Aid Highway Act of 1956 was the first of a long series of authorzzlng statutes for the Program _
Extensions of the act were passed in 1958, 1959, 1960, 1961, 1962, 1964, 1966, 1968, 1970, 1973, 1974, and 1976; uie’éf:h
case the statute was known simply as the Federal-Aid Highway Act. The 1965 Highway Beautification A¢t made mingdr
additions and changes to_ the program, as did the Highway Safety Act of 1973. The 1978 Surface Transportation Act and
the Federal-Aid Highway Act of 1981 were also primarily extensions of existing authority. TEA 21 and jts immediate_
predecessor, the Intermodal Surface. Transportatlon Efﬁcwncy Act of 1991 (“ISTEA”) are the most ‘recent multx-year
authorizing statutes. . - . - - e - aE

The 1982 Surface Transportation Assistance Act (“STAA™) made notable changes to the Program and began the .
modern multi-year (i.e., four or more years) authorizing process. STAX also guaranteed each state a minimum 85% retuts
on the money paid in by highway users of the state. Such “equity provisions™ have continued in all subsequent authorizing
legislation to date, and operate to compensate so-called “donor states,” whose historic highway funding levels have been
below their collections for the HTF. )

In 1991, ISTEA broadened the focus of the Program, changed its structurs significantly and created several new
funding categories. ISTEA also gave state and local governments far greater flexibility in determining their transportation
infrastructure priorities, ‘whether transit or highways, and for the first time allowed significant flexibility to redirect federal
revenues among programs. ISTEA also authorized innovative approaches to federal-aid highway funding, including the use

of private sector funding sources for transportationi improvements. Innovative financing procedures were authorized and
encouraged, and states were authorized to augment federal revenues with alternate sources of revenues.

The Natlonal Highway System Designation Act of 1995 (the “NHS Act™) designated, the National Highway
System to include the Interstate System as well as other roads important to the nation’s economy, *defénse, and mobility,
The NHS Act made several changes affectmg the ﬂnancmg of federal-ald hxghway pr(})ects including Advance
Construction procedures: . = - m- e -- e —

. Standard federal highway financing practices require states to have sufficient Obligation Authority
before they begin a highway project. If a state has many projects or a particularly large project, they may
be unable to provide enough Obhgatmn Authority to get federal approval to begin specific projects, To
avoid delays ‘in projects that are eligible for federal funding, the FHWA may approve Advance
Construction (“A/C™) for a project if the state can provide 100% of the costs up-front.

. Under Advance Construction procedures prior to the NHS Act, only when a state ha.d amassed sufficient '
Obligation Authority to cover the federal share of a project’s jotal costs could it convert the profect from
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Advance Construction to Obligation Authority and be reimbursed for the federal share. The NHS Act
removed the requirement that states must amass Obligation Authority equal to the full federal share
before reimbursement could occur. Partial conversion now allows a state to be reimbursed for a portion
of the federal share of the prOJect’s total costs as Obhgatmn Authonty becomes ava:dable €ach year and
cogty are expended. . R

TEA4 21. TEA 21, which became law on_ June 9, 1998 and was amended on July 22, 1998, extended the
authorization of the Program through FFY 2003. According to the FHWA, under TEA 21 average annual apportionments
for highway aid to the states for FFY 1998 through FFY 2003, afier redistribution of minimum guarantee finds, and in
accordance with the RABA (hereinafter defined) provision of TEA 21, which adjusted annual highway funding levels to
reflect anticipated changes in HTF receipts, are approximately $27.2 b11110n as 1nd1cated in the table beIow (Wh.Ich shows
figures by FFY and in billions of dolla.rs) , '

1998 . 71999 0 20007 0 2000 o002 2003 T ave
$22.52 $26.69 $28.84 $27.99 §28.511 §28.511.  $27.18

Source: Federal nghway Administration HABF-30. Figures for FFYs 2001 to 2003, inclusive, are excluswe of R.ABA

TEA 21 increased equity protections by assuring each state at least 90.5% of its proportional sharé'cf appoi'tfcihe&
programs, based on its percentage contribution to HTF receipts, which were reauthorized through FFY' 2005 TEA 21 also
includes a provision known as Revenue Aligned Budget Authority (“RABA”™) which requires that HTF revenues be spent

on t'a.nsportatmn-related imeprovements, rather than allowed to accumulate into large surpluses. To this end, TEA 21 set

yearly minimum guaranteed funding levels for the authorization period, which are based on annyal HTF revenues. The first
test of this requirement occurred in the Transportation Appropriations Act for FFY 1999, enacted October 21, 1998, which
funded the Program for FFY 1999 at $25.5 billion, consistent with the provmons of TEA 21, l

TEA 21 also provided that interest will no longer accrue on funds in the Highway Account aqd that as of
October 1, 1998 (the start of FFY 1999), the opening balance of the nghway Account of HTF would be set at $8.5 billion.
According to the FHWA Office of Fiscal Services, this amendment reduced the HTF balance by approximately $7 bﬂl:on,
but will not affect the solvency of the HTF because actual annual funding levels will be based on the prcvmus year’s HTF
Tevenues.

Operations

The present Program continues to reimburse a large percentage of state cxpcndmlres for approved hlghway
projects. The financial assurance provided by the Program Is unusual, among federal programs, in that:

. The Program is based on dedicated revenues, from a user-tax source, deposited in a dedlcated frust ﬁ.md

(the HTF); )

. The budget and contract authority of the FHWA is establishcd by a multi-year auﬂmrlzat:on act rather
than annually through appropriation acts; and ' 7 ; o

. Contract authority is not at risk during the annual apprcpnatmns process (as budget authorlty {s in most
other federal programs).

The process for reimbursing state expend1tures may be summanzed in three steps: authorization, obligation and
program implementation. The authorization step’is the most critical step in establishing overall spending authority for
federal highway funding. Authorizing legislation extends the life of the Program and the collections that fund the HTF, sets
Program objectives and provides formu]as for determining the distribution or apportionment of available resotrées among
the states. The existence of the ‘dedicated revenues in the Highway Account of the HTF and the existence of muln-year

-
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confract authorizations are designed to help to make available a predictable and uninterrupted flow of reimbursements to
the states.. The risk of contract authority lapsing between authorizing acts is minimal since sufﬁcmnt unobligated balances
generally exist that cover gaps in coverage between multi-year reauthorlzatlon acts,

The second step, obligation, is the process through which states make use of, or “obligate,” the contract authority
that has been apportioned or allocated to them in the authorization process (Step 1). Congress typically limits the amount
of Obligation Authority that states may use annually. To whatever extent that a state’s Obligation Authority is set below its
authorization, the unobligated balance for that state {s increased. These unobligated balances provide available funds, from
which the FHW A allows states to draw, when there is a lapse period between authorlzatmn acts. But under current law the
unobligated balances do not otherwise entitle the states to additional funds.

The third step, program implementation, leads to actnal receipt of federal funds by states.” Program
implementation methods vary state-by-state. States are permitted to make use of Advance Construction—A/C~—and partial
conversion of Advance Construction in order to obligate varying amounts of federal funds to an eligible project from FFY
to FEFY, depending on how much of the state’s Obligation Authority is avaﬂable from the Program and is deslred for such
use by the state. A

Step 1: Authorization

The first step, and the most crucial in financing the Program, is the multx-year authorizing legislation. Such
hlbhway authorization acts: -

. '  Establish the taxes that fund the HTF and extend their life (reauthori:_cat_iélg); T
. Establish the specific programs and procedures through which states receive federal financial assistance
for their highway programs; and B

. Set upper limits on funding for specific programs and for the overall Program.

Mulrz-year Authorization Acts. As noted earlier, the modern Program periodically has been reauthorized on a
multi-yeaf basis by authiorization acts, through which Congress influences the level of federal involvement in state hlghway

program activities. Annual appropriations acts then estabhsh ‘anx hm1ts on the a.rnount of fecieral funds that the FHWA may ‘
obligate {o states in a given year.

Budget and Comract Authority. All federal programs require budget and contract authority before revenues may
be committed and spent. Normally this authority is provided through a two-step process, with authorizing legislation
describing the purposes for a specific program and setting a proposed level of spending, and appropriations acts providing
the budget authority or legal ability to spend federal revenues. Appropriations are often for a lower amount than that set by
authorizations, The Program combines these two steps, with authorizing legislation providing the United States Secretary
of Transportation with contract authority or the legal ability to enter into bmdmg contracts w1th state transportation
departments (“DOTs") and other bodjes specified in the Program.

Contract authority provides state DOTs with assurance about the level of future federal revenues that will be
available. This, in turn, makes it easier and more cost-¢ffective to plan and execute multi-year construction projects. Asa
result of contract authority and the collection of user taxes into the dedicated HTF, the formal appropriation by Congress of
revenues on an annual basis generally has been noncontroversial. Constraints arising from the annual appropriation process
are described in Step 2 below.. .

Lapsing of Authorization. _All federal programs must be authorized through enacted legislation that defines the
programs and establishes maximum funding levels, and for most programs annual appropriations acts are necessary in order
to create budget authority. Indeed, for most federal domestic discretionary programs, a lapsed authorization may have little
or no effect on a program, so long as revenues are appropriated. For the Program, the consequences of lapsed authorization
caused when Congress fails to enact reauthorization legislation are somewhat different, . While Congress may pass interim
legislation, the existence of contfact authority and a dedicated revenue stream means that the FHWA usually can continue
to provide Obligation Authority by administrative action.
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Though recent federal surface transportatton legislation has authorized the FederaI-Ald Htghway Act for’ four to
six years at a time, there occasionally have been periods in which the previous authorizing legislation had exp:red and the
future legislation had yet to be enacted. In such circumstances, Congress and/or the FHWA have found ways to avoid
d;sruptrons to state highway programs and, more importantly, have been.able to maintain the flow of federal revenues to
states in each instance, Two mechamsms in partrcular have kept revepuss flowing: -~ - SN T

L R PR T

. Access to Unobllgated Ba]ances The 1987 Surface Transportatmn a.nd Umform Relocanon Assistance

Act (“STURAA”) expired on September 30, 1991 and ISTEA was not enacted until December 18, 1991.
The FHWA was able to act administratively to keep federal-aid funding flowing because states could use
their unobligated balances to prov:de Contract Authonty to use new Obhcatton Authonty
B 5 A,ﬂ
. Short—Term Authonzat:on ISTEA expired on September 30, 1997 and until approval of TEA 21 on
‘ “June 9, 1998, no new long-term authorization legislation was enacted: Despite the lack of long-term
authorizing legislation, states were provided an upper limit on Obligation Authority through passage of an
appropriations act plus access to their unobligated balances. On November 13, 1997 Congress passed the
Surface Transportation Extension Act of 1997 (“STEA”), which provided 2 six-month anthorization for
highway funding and established a limit on the amount of new Obligation Authority states can use at
fundmg levels equal to about a quarter of FFY 1997 authonzatmn levels
o

From October 1, 1997, the expxratlon of ISTEA, through Novernber 13 1997 the passage of the STEA
anthorization, the FHWA was able to continue funding the Program through use of large unobligated balances (unused
contract authority) in the Program. Since most states have unobligated balances of at least half their normal annual
Obligation Authority levels and an authorization act need not be in place for the FHWA to give states new Obligation
Authority, states were able to spend down prior unfunded federal apportionments (contract authonty) with newly allocated
Obligation Authority. The lack of an enacted authorization act during this period did not pose a threat to the continued flow
of revenues, because dedicated highway user fees continued to flow into the I—ITF LSe_ Step 2, beIow for ﬁth:her
expla.natlon of Obhganon Authority and unobltgated balances.)

Annual Distributions. For most components of the Probra.m the authortzatron acts set the dlstnbution of spendlng
‘authority among states. The prlmary methods used to dlstrlbute authonzed federal highway Tevenues are appomonment”
and “allocation™: . R - . o

. Apportionments. The contract authority created by authorization acts such as ISTEA or TEA 21 is
distributed annually among the 50 states, the District of Columbia, and Puerto Rico using a process called
apportionment of revenues. Apportionments indicate the maximum amount of contract authority that
each state can expend for eligible projecis in specific programs. For each FFY, the FHWA has
responsibility for apportioning authorlzed funding fof the various programs among the states according to
formulas established in the authorizing statute. Anmual apportionments are generally made on the ﬁrst day ,
of the federal ﬁscal year whlch is Ottober 1. -

. Allocations. Whtle most htghway revenues are d1smbuted to states through appomonments some

" funding categories do not contain legislatively-mandated apportionment formulas. Distribution of
revenues where there are no statutory formulas is called “allocation” or “discretionary allocation”. In
most cases, allocated federal funding is divided among states using criteria determined administratively
by the federal Department of Transportation or as provided in a statute often throuah competmve grant
procedures . ,

Apportionment formulas have been designed historically to ensire distribution of federal revenues among states
according to program needs, but are also mcreasmaly mtended to prmnde states a share of total I—ITF expende.reS relatwely
close to their payments mto the HTF. : . A Rt

Since FFY 1991, each annual aggregate apportionmerit has exceeded $15 billion. (Source The FHWA, ngvh way

- Statistics, Table FA-4.) The FHWA estimates that Highway Account jncome over the six-year period FFY 1998-2003 will
be $178.1 billion; combined with the opening balance under TEA 21 of $8.5 billion, this would yield resources of $186.6
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billion for the Program. TEA 21 currently authonzes an annual average.c of approx1mately $27 bllllon for FFY 1998 through
FFY 2003. - . B — -

Availability of Federal Highway Revenues. Federal-aid highway revenues are available to states for use for more
than one year. Their availability does not terminate at the end of the FFY, &s is the case with many other federal programs.
Consequently, when new apportionments or allocations are made, the amounts are added to a state’s unused apportionments
and allocations from the previous FFY. Should a state fail to obligate (commit to spend) a year’s apportionments and
allocations within the penod of availability specified for a given program, however, the authority to obligate any remaining
amount lapses—that is, it is no longer available except for a few programs which receive indefinite, or “no-year”
Obligation Authority. : : .

Matching Regquirements. With a few exceptions, the federal government does not pay for the entire cost of
construction or improvement of federal-aid highways, Federal reimbursements are typically matched with state and/or
local government revenues to account for the necessary dollars to complete the project. The maximum federal share is
specified in the legislation authorizing the program. Most projects have an 80% federal share while Interstate Construction
and Maintenance prOJects typically have been funded with a 90% federal share.

Step 2: Obligation

The second step of the federal-aid funding process occurs when revenues that have been anthorized by legislation,
and either apportioned or allocated to individual states, are obligated for a specific purpose. As noted in the previous
section, Congress uses annual appropriations acts to contro} actual, annnal obligation of funds in the HTF. Appropriatidns
acts limit the amount of federal money that actually will be obligated and thus nltimately spent, and these annual amounts
may be less than the authorized amount. This ceiling on the amount of contract authority that states may use is called the
“annual obligation limit.” : : . S

Obligation is the commitment of the federal government to pay, through reimbursement to a state, the federal
government’s share of an approved project’s eligible costs. This process is important to the states because it allows states
to award contracts with assurance that the federal government will reimburse its share of incurred costs. From the federal
perspective, obligations made are the outlays the federal government has committed to make from the HTF in the future.
Because of the close relationship between obligations and outlays, Congress and the FHWA play a strong role in
determining how much federal fanding can be obligated by individual states through two primary processes: -

» Appropriations acts; and
. Distribution of Obligation Authority.

Appropriations Acts. Congressional appropriations committees use the amount of federal-aid highway revenues
that states can obligate in a given year, called “Obligation Authority”, as a means of balancing the annual level of highway
spending with other federal budgetary priorities.. This is accomplished through the establishment of an annual obligation
limitation in the annual Department of Transportation and Related Agency Appropriations Act. The annual obligation
limitation can be less than the level of funding authorized for the same year, although the creation of budgetary firewalls
and RABA in TEA 21 substantially limited the amount of HTF revenues that can be used for non-highway purposes.

Distribution of Obligation Am‘horzty The obligation limitation is the amount of authorized funding that Congress
-allows states collectively to obligate in an individual year. Under TEA 21, the annual obligation limitation now ifcludes
two elements — a large portion protected by firewalls and tied to projected HTF receipts th:ough RABA (roughly 90% of
totai annual contract authority), and a smaller portion that competes with other discretionary budget priorities for funding
(less than 10% of total annual contract authority). Beginning in FY 2000, the level of Obligation Authority protected by
firewalls is established each year as the guaranteed obligation limitation in TEA 21, adjusted by the difference between
HTF reveriue estimates. made for TEA 21 and new Department of Treasury projections. Additional, discretionary
Obligation Authority is determined when annual appropriations bills are developed and is counted under Congress’ annual
spending cap, which is the amount of federal dollars that can be spent on all domestic, non-entitlement programs in a given
year. The combined total may still be below the authorized annual level, and serves as"a limit on the total obllgatlons in
that particular year,
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Once Congress establishes an overall obligation limitation, the FHWA distributes Obligation Alithorxty to states
proportionately to each state’s share of apportioned and allocated revenues to include minimum guarantee allocations that
bring donor states up to the minimum 90.5% funding level. The actual ratio of Obligationt Authority to appomonments and
allocations may vary from state to state because some federal-aid programs are eéxempt from the obhgatxon limitation.
Ongce each state’s Obligation Authority is set, states then submit requests to the FHWA to obligate revenues representing
the federal share of specific projects throughout the years. (A further description of this process is included in Step 3.) As
a state obligates revenues, its balance of Obligation Authority is commensmately reduced, although add1t10nal Obhgatlon
Anuthority may be received (2 (__g_, via re~allocat10n ﬁ'om other states) . b

A state’s Obligation Authority (unlike its apportlonments and allocations of authonzed fundmg) must be used
before the end of the FFY for which it is made available; if not, it will be distributed to other states. The FHWA closely
monitors each state’s plans for use of Obligation Authority. In mid-summer, the FHWA collects any Obligation Authority
from states that do not plan to obligate all of their available Obligation Authority before the end of the FFY, and
redistributes it to other states that can obligate the revenues. ThlS reaIIocatlon of 0b11gat10n Authonty 15 known as the
August redistribution. - : - % .

Unobligated Balances. Becanse congressional authorization of federal-aid highway revenues representa a
cormmmitment to make all authorized revenues available to states for highway purposes, any shorifall between the limit on
Obligation Authority created through the annual appropriations ptocess and the amount of contract authority apportioned
and allocated to states does not disappear. Instead, the difference. between obligation limitations and authorization levels
creates what are known ag “unobhgated balances ?

Although most federal-aid apportionments Iapse after four years, this rarely happens with apportmned ‘highway
revenues because old apportionments are always spent before new apportionments. That is, when a state receives new
apportionments and Obligation Authority at the beginning of an 'FFY, obligations are first made against- remaining prior
year apportionmerits plus allocation until these are depleted. The net effect of this process, in conjunction with the year-to-
year establishment of obligation limitations, has been that states have amassed considerable unobhgated balances

As explained in Step 1, above, unobligated balances perm1t the Program to continue to fund state hlghway
projects during periods in whmh Congress fails to enact a reauthorization law before the éxpiration of the previous
authorization period. In such periods, the unobligated balances allow states to continue to fund their programs for severa]
months, or even longer, after an authonzation act has exp1red s

a2 £ v o B . . n

Step 3: Program Implementation : T o

The third and final step in the overall federal-aid highway funding process—program implementation—oceurs
after authorized revenues have been distributed to states, and after states have had the opportunity to obligate those
revenues. Once federal-aid highway revenues have been authorized and obligated, states must have developed highway
programs that describe, at a project-by-project level, exactly how federal re:mbu_rsements wiil be eamed. The process of
developing and implementing state highway programs has three broad stages E

. Budgeting;
. Planning and programming; and
. F1scai management and re[mbursement o

Each stage helps to ensure that states develop programs whlch match f’undmo ava;lablhty, and that the FI—IWA 1slable to
distribute federal reimbursements to states In a timely manner.’ - _

Budgeting. Budgetary information about availability of funding is crucial to the development of state hiahway
programs. Projected state and federal funding levels are used to budget transportation needs. Conmsegiiently, ‘state
transportation budget officials track the availability of funding and develop forecasts of future state and federal revenues.
States must estimate the availabilify of short and long-term state and federal funding in order to plan their highway
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programs. They use this information as a guide during long-range planning, and as a strict constraint on short-term

programming: In Massachusetts, the Executive Office of Transportation and Construction’s (“EQTC™) Capital Expenditure

.and Program Office (“CEPO”™) and the Massachusetts Highway Department’s (“MassH1ghway”) Bureau of Transportatmn
Planning and Development (“BTPD”) have primary responsibility for budgetmg .

: Plannmg and Programmmg The budget process——partlcularly the !dennﬁcatmn of available fundmg—provtdes

the context for transportation planning and programming. The long-range planning process provides a big-picture
perspective of anticipated project needs regionally across the state. Transportation Improvement Programs (“TIPs™) follow

on from long-range plans and provide a detailed outline of projects that are proposed for implementation in a time-frame of -

two to six years. CEPO and BTPD coordinate transportation planning and programming activities for EOTC and
MassHighway. At the state level, MassHighway, the Massachusetts Port Authority and the Massachusetts Turnpike
Authority prepare plans. At the federal level, state and local highway plans are reviewed by U.S. Environmental Protection
Agcncy (“EPA”) and the FHWA, S }

As a condition for receiving federal rembursements for transportanon protrrams, states must develop
comprehensive transportation plans that are based on anticipated long-term state and federal fundmg levels for Program
categories. States and urban areas must satisfy these federal requirements in order to remain eligible for federal
reimbursements, and specific projects are not eligible unless they are either directly identified in'a long-range plan or
consistent with policies and objectives identified in long-range plans, Current federal law requires states to dcvelop long-

range transportation plans (‘LRPs”) that identify long-range state policies, objectives, and goals, while using realistic

prejections of available future state and federal funding.

The long range planning requirements are followed in Massachusetts in both a state and a regional plannmg
process. In 1995, Massachusetts released its 25-year long-range plan, titled 4cecessing the Future. This document identifies
the Commonwealth’s transportation p011c1es, goals and initiatives through 2020, based on, anticipated levels of state and
federal transportation funding, and is not intended to provide a prOJect-by-pmJect description of the state’s future

- transportation investments. The plan was prepared by the EOTC and BTPD, in coordination with several agencies and
organizations including the FHWA, the Executive Office of Environmental Affairs and the Massachusetts Assoclanon of
Regional Planning Authorities (“MARPA™).

Current federal law also requires that short- trerrm planniﬁg and ﬁfogramminu must be conducted ;it 1e'ast every two

years through the development of a TIP for each metropolitan area. Among other requirements, each TIP must include, for
each pro_]ect the estimated project cost and amount of federal revenues proposed to be obligated during each year. Each
draft TIP is submitted to the regional Transportation Advisory Group, a citizen panel established to coordinate public
review of the TIP. Once formally approved in a public meeting, the TIPs are signed by the EOTC Secretary. The TIPs are
then combined into the State Transportation Improvement Plan (“STIP™), which also includes projects from regions cutside
a state’s metropolitan areas. The STIP lists all projects proposed for funding with federal revenues for a period of at least
three years. The STIP is then submitted to the FHWA for approval. _

The Massachusetts STIP is devcloped annually, and covers a six-year periad. STIP development is coordinated by
CEPO and BTPD. Initially, CEPO and BTPD project available state and federal funding for the next six years, based on
authorized federal apportionments and anticipated state transportation finding. “This total is then reduced to account for
regionally sxgmﬁcant pro_lecfs and programs. After such needs have been determined, formulas established by MARPA, aré
applied to the remammg balance in order to calculate programming targets for each Regional Planning Association. Only
after this process is complete can a project formally be considered part of the Commonwealth’s transportatmn funding pian.

Fiscal Management and Federal Highway Reimbursements. Once bydgeting, planning and programming are
complete, projects move into a fiscal management phase. This fiscal management process is the third element of the
implementation step in the overall federal highway funding process. A state-led fiscal management system—conducted in
accordance with FHWA, requirements—is used to determine exactly how much federal funding will be received for each

project, to obtain final FHWA authorization before projects are implemented, and to ensure timely federal reimbursement

of state expenditures on contractor costs. In Massachusetts, these activities are coordinated by CERO and performed by the
Office of Fiscal Operations within MassHighway. L
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States must follow. federal fi scal manacement procedures as they implement prc:Jects that have passed through the
approval and programming processes. These ﬁscal management procedures ensure that the FHWA and states are able to
manage the process efﬁc;ently, from project authorzzanon to acruai payment of Federal Hlbhwav Reimbursements to the
stafe. s s

In the traditional approach, a state simply obhgates the full f'ederal share of ava.llable ﬁmdmc at the begmnmor of
the project, concurrent with project authorization. The first step in the fiscal management process begins when a state
requests authorization to use federal funding on a project. The project sponsor (e.g., MassHighway) submits plans,
specifications and estimates (“PS&Es”) for a project to the FHWA division office, and requests that the FHWA approve the
use of federal funding for the appropriate federal share of the project. - The pro;ect must be in, the STIP and the PS&Es raust
1dent1f‘y the category of federal funding that will be used. . - = N

‘The FHWA evaluates the PS&Es to ensure that the pro_[ect is ehcxble for federal fundmg and meets a vanety of
federal requ:rements {e.g., design standards) Provided that all requirements are satisfied, the FHWA authorizes federal
participation in the project, and obligates the federal share of project costs. By ‘obligating the revenues, the FHWA makes a
commitment to reimburse the state for the federal share of eligible project costs. It sets aside the appropriate amount of that
state’s Obligation Authority, and also sets aside an equivalent amount of apportioned revenues by program (or prograrus).
-Accordingly, the state must have sufficient Obhganon Authornty to cover, the level of federal partlmpatlon itis requestlng

Once authorization for 2 project has been obtamed the staie advemsf:s the project and receives bxds Based on
actual costs identified in bids, the state awards the contract to the lowest qualified bidder and submits a request to the
FHWA asking for any necessary adjustments to federal obligations for the project. If approved, the amounts agreed to are
included in a project agreement which identifies the revenues that will be encumbered by the state (formally applied against
the state’s resources), and the amount !:hat will be reimbursed by the federal covernment '

Construction begins, and contractors submit bills to the state as work is completed A state pays its confractor’s
bills with cash from the state treasury; the state bills the FHWA electronically for the federal share of comp]eted work for
which payment has been made; and the FHWA makes payment to the state via electromc transfer This, FHWA
reimbursement to the state }liguidates its obligation for the federal share of the costs incurred to that point. As project work
continues and state expenditures are reported to the FHWA, federal reimbursements are made, enerally on a weekly basis.
In Massachusetts, reimbursement requests are submitted weekly and reimbursements are made by wire transfer generally
within four days.” The Commonwealth’s systern and managéeinent in general, and the CA/T Project expenditures in
particular, are highly automated leading to a routine, waekIy flow of Federal Highway Reimbursements based on actnal
spending on approved projects. :

Innovative variations on this fiscal management approach include Advance Construction and partial conversion of
Advance Construction. These variations complement one another to prowde a star.e w:th addmonal ﬂex;b:hty in manacmg
11:5 Obhgatmn Authority and cash. . | SR : 4 ‘

The Advance Conszrucrzon (A/C" approach for aumonzmg pro_;ects allows states 1o ﬁnance pro;ects that are
eligible for federal aid without obligating the federal share of costs at the outset of the project. This allows states to begin a
project before amassing all of the Obligation Authority needed to cover the federal share of that project. As with the
traditional approach, the state submits PS&Es to the FHWA and requests project authorization. Under A/C, however, the
FHWA is asked to authorize the project without obligating federal revenues. As a result, the state will cover the entire cost
of the project and later may request the obligation of revenues, when sufficient Obligation Authonty is available and is
desired by the state. Further, the state may then take credit for state expendltures, made ﬁom pro]ect approvai to that date,
as g basis for eaming reimbursements. ,

s - —p e e - fi.

_ Once the FHWA authorizes a project for federal a551stance the state fOllDWS the same procedure to advertzse a
project, to award the contract, and to reconcile the level of state and federal funding required. The state may request that
the FHWA convert its Advance Construction amount to an.obligation at any time, provided the state has sufficient
Obligation Authority. This conversion of A/C to Obhgatmn Authority must occur in order for the state to be re:mbursed_
for the federal share of the project. The state can convert Advance Construcnon to Obhgatmn Authorlty long after state'
expenditures are made. - o ST Sy
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Under partial conversion of Advance Comstruction, moreover, a state follows the steps to apply for Advance
Construction ‘but converts, obligates, and receives reimbursement for only a portion of its funding of an ‘Advance
Construction project in a given year. This removes any requirement to wait until the full amount of Obligation Autherity is
available. The state can thus obligate varying amounts for the project’s eligible cost in each year, depending on how much
of the state’s Obligation Authonty is available and desu"ed by the state

States are required to use a detailed accounting system to track prOJect expendltures and reimbursements. In
addition, a federal system tracks payments to states. The fiscal management group within MassHighway has day-to-day
responsibility for paying CA/T Project bills and for securing prompt reimbursement for the federal share of those bills. A
computer-based project accounting, reporting and billing system’is used to track encumbrances and expenditures for all
projects, inclading hlghway pro_jects admmlstered by the Commonwealth. This system is called the Massachusetts
established, based on the total amount of revenues specifi ed in the project agreeme’nt As the project is xmplemented,
MMARS is used to track all expenditures by the Commonwealth to pay contractors MMARS tracks remammg
encumbrance amounts and project exPend1t11res to date. ;

A sub-system of MMARS called the Project Acc:ount‘ing and Reporting System (“PARS“), is used to track
Federal-Aid Highway projects for which the Cémmonwealth must seek reimbursement for revenues it expends. PARS
generates federal billing information, and tracks the federal and Commonwealth sources of funding for Federal-Aid
Highway projects in detail. PARS is a ceritralizéd, automated project accounting, tracking, cost projection, and federal-aid
billing system that is fully integrated with the MMARS accounting system. “The federal-aid billing capabilities of PARS
are designed specifically for the needs of Masstghway, whﬂe sausfymg the cost accumulatlon and billing requlremenfs of
the FHWA. - A

COMMONWEALTH PARTICIPATION IN THE PROGRAM

The flow of Federal I—Ilghway Reimbursements into the GAN Trust Fund and the resultmg ability to meet the debt
service requirements on the Notes, will depénd on several factors, most notably, the amount of funding provxded to
Massachusetts by the federal government under the Federal-Aid Highway Program and the Commonwealth’s ability to use
such funding. The sections below summarize the recent hlstory of funding levels prowded to the Commonwealth under the
Program, the Commonwealth’s use of such_ fundmg, and the anticipated funding Tevels that will be made available to
Massachusetts under TEA 21. In addition, certain other “information is provided regardmg federal equity provisions and the
Commonwealth’s potential ablllty to ufilize future available ‘fundmg

Funding History

Role of Obligation Authority (“O4”). As noted in the previous section, the culmination of the federal
authorization atid appropriation process for the Federal-Aid Highway Program is the provision of QA to a state, OQA, which
is apportioned to states on an annual basis, sets the upper limit on the federal government’s commitment to pay, through
reimbursements, its share of eligible expenditufes oﬁ'apprb'ved projects. Thus, current yvear OA plus prior years’” QA
obligated but not yet expended determinesthe maxinum amourt of federal highway assistance that a state may receive
under the Program. Although antual OA T nof a diréct representatmn of the amount of reimbursements a state will receive
-under the Program in a given year (8.8, due to laﬁs in spendmgL OA Ievcls w:I] determine over time the amount of
reimbursements that a state may 1 receive. T e A N

i . ) ——— e - e -

soylet

OA Provided to Massachusetts. Since the advent of the modem’ multi-year federal anthorization acts in 1982,
Massachusetts has received substantial funding through the Program. The table below details the amount 6f OA made
available to the Commonwealth from FFY 1985 through FFY 2000 and the amount of such OA actually obligated by the
Commonwealth. As shown, the amount of “nmual OA provided to Massachusetts inder the Program averaged $627.5
‘million per year during this period. The amiount of OA made available varied substantially, ranging between $300 iillion
and $500 million from FFY 1985 through FFY 1989, between $700 million and more thari $1 billion froni FFY 1990
through FFY 1995, and befween $500 million and $700 niiflion from FFY 1995 through FFY 1999, droppirg to an
estimated $461.8 million in FFY 2000. “The relatively generous levels in the middle period resulted, in large part, from
targeted aid for the completion of the Interstate nghway System, for which the CA/T Project was eligible. As discussed
previously, the emphasis of the Program- has smce moved away from prowdmg fundmg for interstate completion and
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toward improvement of the existing Interstate and National Highway Systems. As a result and as indicated by more recent
experience, the funding levels available to' Massachusetts between FFY 1991 and FFY" 1995 are not indicative of future
levels. R ' '

ok




: The Commonwealth of Massachusetts _
Hlstory of OA, OA Use and Reimbursements Received

{millions of $)
o g«:&erﬁl “ ' Redistribution Actual Reimbursements
Fiscal OA Bonus Total Obligations Received [a]

1985 . $3075 $0.0 $ 307.5 $ 207.5 $ 160.7
1986 282.5 0D 282.5 2082 118.6
1987 506 00| s0s0| 2300 2455
1988 C4398| 00 - 459.8 . 3428 253.4
1989 3176 00 3176 170.6 194.1
1990 8602 0.0 7 _860,2 o 4152 274.8
1991 10912 00 L0912 o 10912 5555
1992 | 6873 | 45.6 7329 RS 7341

1993 8898 54.4 %442 9441 947.4
1994 9845 . 555 11,0400 1,040.0 9535,
1995 718.8 36.9 7557 7557 878.7

1996 6960 33.9 7299 730.0 1,019.0
1997 6726 4T 7144 7144 8786
1998 | 5656 264 , _582.0 _579.7[b] __665.7

1999[d][e] 5380., 124 513 | 5280 5327

2000[e] 461.8 14.9 4767 4827 484.5[c]
Average | $6275 $201 | 86476 $573.3 $556.1[f]

[a] Représents cash received in the state fi scal year ending nine months after the FFY shown.

[b] Entire amount of Obligation Authority was not obligated due to rules regarding the use of
funding established for High Priority Projects. This special obligation authority does not
lapse if not used in the year it becomes avallable

[c] Estimated. i

[d] Includes $100 million from the 1999 Ommbus Appropnatmns Act.

fe] Includes RABA funds.

[f] The average in this column does not include the estimated amount for SFY 2000.

Sources: Massachusetts Capital Expenditure and Program Office {CEPO) and Massachusetts

Office of the Comptroller.

Use of OA4. As the chart shows, Massachusetts has not always obligated the entire amount of OA apporticned to it.
In particular, from FFY 1985 through FFY 1990, actual obligations were substa.ntlally below the amount of QA provided to
the Commonwealth. At the time this occurred, Commionwealth officials believed, partly due to an HTF surplus, that future
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federal highway reauthorizatiori acts likely would permit states to access unused QA t6 augmient their futu.re annual

apportionments. No such authorization provision, however, was ever enacted. Since FFY 1991 the Commonwealth has

used virtually all of the OA provided by the federal government, including redistribution/bonuses of OA resultmg ﬁom '
under-utilization in other states. This is, in large part, the result of funding requirements for the CA/T Project.

Reimbursements. -As the chart above also shows, the amount of Federal Highway Relmbursements recowed by the
Commonwealth has averaged £556.1 m1lI1on per year since 1985, As noted, cash rexmbursements tend to Iag behind the
commitment of OA. Reimbursements received by the Commonwealth during the period showu tend to track the use of OA
albeit on a delayed basis, in that they were lower from 1985 through 1990, and then increased 51gn1ﬁcantly when the i
Commonwealth’s QA bevan to grow in 1991 and signifi Tcant spending on the CA/T Project began.

TEA 21. Assummg that I 1n the future amounts authorized by TEA 21 are fully appropnated by Congress the total
0A Whmh Massachusetis can expect to receive during the TEA 21 period, not including any future redistribution funds, is
$3.2 billion, for an annual average of $538 million. The foliowmg chart shows the Massachusetts figures by FFY and in
millions of dollars:

2001(3)

_ 1998(3) | 1999(2) | 2000 2002 | 2003 | Total | Averags
TEA 21 Apportionments” | 36429 '| $497.9 | 85103 | $506 | $5247 . $5247 | $3206.5 | $5344
RABA NA | NA 3248 %477 | NA | NA |sme. | —
Redistribution $264 [S124 8149 |[NA _ |wA .|NA |ss528 -
Potential Obligation ~ * | SS90 | $551.3 | $4767 _ | §5537 | 247 | 85247 | $3.2287 || $538.0
Authority, including , K
acwal FFY 1998, 1999
and 2000 :

(1) Apportionments and OA include SZEA funds of $221 million.
{2) Apportionments and DA include $100 million from the 1999 Ommbus Appropriations Act. : t

(3) Apportionments refléct $9.1 million in penalties for failing to pass Repeat Offender and Open Contamer Leg;slatmn
Source: Massachusetts Capital Expendlture and Proaram Office.

While the Commonwealth believes that sufficient Federal Highway Reimbursements will be recelved durmg the
term of the Notes, including thé 2000A Notes, to pay the “principal of and intérest due on the Notes and all other Trust
Agreement Obligations, various factors beyond the control of the Commonvealth may affect ifs ability to do so; mcludmg,
without limitation, subsequent reauthorizations of TEA 21, federal budgetary limitations and other possible changes in the
Federal-Aid Highway Program that gannot now be ant1c1pated See “THE FEDERAL-AID HIGHWAY PROGRAM__
History.” P

'.‘lllm :

Equity Provisions. Siice. TFY 1982, all Program authorizafion acts have included so-called equity provisions
which assure states that they ‘will feceive a certain mininium percentags of the federal transpo'rtéflon related user taxes .
collected in that state and pald__g‘lfoithe Highway Account of the HTF. Hlstonoally that minimum level has been 85%.
TEA 21 includes such a provision as sets the percentage at 90.5% of their propomonal share of appomoned programs,
based on the state’s percentage condibution to HTF receipts throuoh FFY 2003. In FFY 1996-1998, collections in
Massachusetts for the Highway Accamt of the HTF averaged $438.6 million per year. '90.5% of the Commonwealth’
estxmated FFY 2000 corttnbutlogf would total apprommately $485 mﬂllon

If future Program authmzanon acts provide funding levels for Massachusetts similar to those authorized under
TEA 21, such assistance, if fully utifzed, would substanttally exceed the maximum covenanted debt service on the Notes
($108 million semiannuatly; $216 milion per year). Similarly, if the equity provisions nioted above remain in place, the
fevel of Massachusetts contributions into the Highway Account of the HTF should ensure that funding provided to

Massachusetts under the Program “would exceed the debt, serv1ce reqmrements of the Notes. However, future i"umdmor and




the continuance of the equity provisions will be subject to future. Congressxonal action, and there can be no assurance as to
the level of such funding or the continuation of the equity provzszons

Future Utilization of Federal nghway Assistance

Under the Federal-Aid nghway Program, as projects are approved by the FHWA, the aggregate dollar amount of
each state contract'relating thereto is obligated against the remaining annual amount of OA still available to that state, The
state then pays the amounts owed under eath contract as the work progresses and receives reunbursement from the federal
government for the federal share of the total costs. The aggregate amount of teimbursements received by 2 state in any year
is not necessarily equal to the state’s apportionment for such year. Many projects and contracts extend over a nuinber of
years; the aggregate amount made available to_a state in any one year, if fully obligated, may be received as reimbursement
over a longer period of time relating to the actual pace of construction. The Contmonwealth expects that, as a result of its
extensive statewide road and bridge program and the contmmng needs of the CA/T Project, it will have sufficient federally-
eligible project expenditures to be able to utilize all the federal highway assistance that will be made available to the state,

, In addition, largely as a result of .the CA/T Project, the Commonwealth has made extensive use of Advance
Construction (“A/C”) status under the Program. By utilizing AJC status, the Commonwealth may pre-qualify projects and
expenditures thereon for federal reimbursement, subject to the availability of future OA and the continued inclusion of the
relevant projects on the State Transportation Improvement Plan. The Commpnwealth estimates that as of November 1,
2000 $3.5 billion in Commonwealth profect costs (including costs of the CA/T Project and of other Massachusetts prOJects)
were so qualified. (Approximately $344 million of that figure consists of CA/T Pro_]ect expenditures exceeding the
recently imposed limit on federal fiinds that may be expended in the CA/T Pioject.) Stch costs, when spent, should ensure
that the Commonwealth will be able to draw down future federal reimbursements when available. In connection with the
Note program, the Commonwealth covenants to maintain an A/C Balance at least equal to the principal amount of Notes
Outstanding, to help ensure that it will be able to draw down federal funds to meet debt service funding reqmrements See
“SOURCES 'OF PAYMENT AND SECURITY FOR THE NOTES—-—Advance Construction Balance Covenani.”

Recent Developments

On February 1, 2000, the Massachusetts Tump;ke Authorzty announced that it was rewewmg the ant1c1pated cost
of completing the construction of the CA/T Prdject and that it expected such cost to be significantly higher than previously
estimated. Subsequently, the projected cost of completmg the project also was reviewed by the federal government and
outside consultants. As a result of these reviews, the Authority currently estimates that the CA/T Project will cost $14. 075
billion to complete (including contingencies), an increase of approximately 52.4 bllhon over the Authority’s prior estimate.
As a result of the new estimate of CA/T Project costs, federal authorities have taken a number of actions to increase federal
control and to limit fedéral liability with respect to the project, including:

(D limiting federal funding for the CA/T Prcgect to $8. 549 billion; .

(ii} mandating that the Commonwealth maintain a balanced statewide road and brldge program of at least .

$400 million per year for projects other than the CA/T Project; '

(iii} requiriiig continuéd compiiance with the provisions of a recenﬂy executed partnershxp agreement that

delineates the responsibilities of the varlous parties involved in the management and ovemlght of the
. CA/T Project;

{iv) expanding and enhancmg thc review v of the CA]T Pro_] ect’s annual f inance plan; and

() withholding the obligation of federal funds and all project approvals for the CA/T Project in each federal _

fiscal year until the annual finance plan is approved.

These provisions were codified in the appropriations 4t for the Department of Transportation for FFY 2001,
which became law on October 23, 2000. The appropriations act further provides that failure by the Commonwealth to
comply with (ii} or (i) above would require federal administrators to withhold obligations of federal funds and project
approvals for the CA/T Project so long as any such failure continued. L. - .

The appropriations act includes a specific except!cm for the repayment of the Notes At prowdes rhat,
notwithstanding whether or not the Commonwealth has complied with the enhanced oversight provisions, the federal
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government will allow the Commonwealth to convert A/C balances to OA and otherwise make available federal funds to
the Commonwealth to the extent necessary for the repayment of the principal amount of the Notes, so long as the provision
of such funds would not exceed the $8.549 biflion Inmt on federal participation in the CA/T Pro_}ect

The provisions of the apprOpnatmns act apply to the CA/T Project and do not affect the Commonwealth’s abﬂlty
to access the Federal-Aid Highway Program for other projecis. In this. connection, the appropriations act expressly'
provides that any federal funds withheld from the CA/T Project as a result of noncomphance with the new requirements
would still be available to the Commonwealth for other projects. :

The federal requirements included in the appropriations act are consistent with the transpomt:on policy of the
Commonwealth, and the Commonwealth does not expect that they should or will present any obstacle to the completion of
the CA/T Project or the Commonwealth’s utilization of the Federal-Aid Highway Program. Based on this position, the
extent and viability of the Commonwealth’s statewide highway improvement program and other factors, the
Commonwealth anticipates that the new federal requirements will not result in any reductlon of the amount of federal
highway aid that will be paid to the Commonwealth currently or in firture years R

[ LU I TR

THE ALTERNATIVE REVENUES

If a True-up Condition shall occur and be continuing, the Trust Agreement requires the State Treasurer to transfer
the Alternative Revenues to thé Trustee for deposit ‘into the Réserve Account of the Alfernative Revenued Fund. See
“SOURCES OF PAYMENT AND SECURITY FOR THE NOTES—Pledge of Alternative Revenues.” However under
current law the Alternative Revenues may not be applied to the payment of the Trust Agreement Obhgatmns unless
appropriated for such purpose by the Massachusetts Leglslature o -

The Alternative Revenues consist of the Treceipts dérived from tér cents ($0.10) per galion of the Commorxwealth'
gasoline excise tax imposed under Chapter 64A of the Massachusetts Gederal Laws (“Chapter 64A™) and credited to the
Highway Fund of the Commonwealth, The Commonwealth gasoline excise tax is imposed on sales of gasoline by
distributors. Chapter 64A, as amended in July 2000, sets the rate of tax per gallon at 21 cents (80 21)

" Under currént Jaw, 83.61% of the Commonwealth gasoline excise tax is cred:ted to the Commonwealth’s I-hghway
Fund. Calculated as a percentage of the tax rate of 21 cents per gallon, the’ amount so credited wﬂl -equal 17.55 cents per
gallon. Of this amonnt, 6. 86 cents per gallon are pledged to secire certain Special obligation bonds of the Commonwealth
previously issued under Section 20 of Chapter 29 of the Massachusetts General Laws. The remainder, that is, 10.69 cents -
per gallon, is unencumbered, except for the conditional hen on ten cents perg callon of thls amount lmposed by the Act and
the Trust Agreement as secunty for the Notes. °
On a semianniial basis, coflection of Alternative Revénues (that is, a portion equal to ten cerits per gallon of the
Commonwealth gasoline excise tax collectmns) durmg the period JuIy 1, 1938 throuc,h I une 30, 2000 were as follows

Six-Month .
Period Ending Amount
Decempber 31, 1988 $128, 368 547
June 30, 1989 & 121 585 166
December 31, 1989 125,620,419
Jume 30, 1990 T © 120,802,100

December 31, 1959

June 30, 19917 _ 111,596,957
December 31, 1991 - 118,484,873
June 30,1992 . ., 114,518,247
December 31, 1992 - 122,014,532
June 30, 1993 | 117,567,045
December 31, 1993 121,951,317 .
June 30,1994 | 117,577,452
December 31, 1994 - -124.506,607
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Fune 30, 1995 T LT T 119999097

December 31, 1995 oo 131,187,212 .~ . B
June 30, 1996 "~ _ 1 T122,108.239 . - D e -
December 31, 1996 ' 129,542,061

June 30, 1997 125,620,466

December 31, 1997 ' 132,847,378

June 30,1998 = T 127644849

December 31, 1998 135,776,180 )
June 30, 199¢ 7 UL 132,108,6T9 i

December 31, 1999 T 139,701,697

June 30, 2000 . L. .. == . 133,194,122 ; -
Source: Execunve Off‘ ice for Admmlstranon and Flnance R - o R

The Commcnwealth gasolme excise tax coIlected in each calendar month is credited to the appropriate
Commonwealth fund or account, including the Commonwealth’s Highway Fund, in the early part of the following calendar
month.

In the Act and the Trust Agreement the Commonwealth has covenanted with respect to the Altematxve Revenues
as follows: . -

(a)  inany SFY with respect to which é'Tﬁi&up Condition has occurred and is contmumg, unless aﬁd untll_an
appropriation has been made or an amount is otherwise made available which is sufficient to’ pay the
Trust Agreement Obligations due during such SFY, none of the Alternative Revenues shall be applied to

any use other than the payment “of Trust Agreement Obligations;

(b} until the State Treasurer, after consultation with the Secretaries, determines that available funds in the
GAN Trust Fund, the Debt Service Fund and the Note Related Costs Fund will be sufficient to pay all
Trust Agreement Obligations, the rate of the Commonwealth gasoline excise tax _shall not be reduced
below the sum of ten cents ($0 10) per gallon plus any amount thereof pledaed for the payment of spec1al

GeneraI Laws; and -

() at least ten cents ($0.10) of the Commonwealth gasoline excise tax shall remain frée and clear of any
superior or equal pledge, lien, charge or encumbrance thereon or with respect thereto (other than the lien
of the Trust Agreemenf) and shall remain credited to the Highway Fund of the Commeonwealith so
designated under Section 34 of Chapter 90 of the Massachusetts General Laws, except as permitted by the
Trust Agreement; provided, however, that any such funds shall be available for appropriation in any SFY
for any other lawful purpose unless the State Treasurer shall have certified that a True-up Condition has
occurred and is continuing,

The Trust Agreement provides that any provision of the Act creating covenants with Noteholders shall be deemed
a covenant with the Noteholders oaly to the extent expressly provided in, and limited by, the Trust Agreement.

COMMONWEALTH PARTICIPANTS

The State Treasurer will issue Notes at the request of the Gavernor; provided fhat the amortization of each series
of Notes shall be determined by the State Treasurer with the written concurrence of the Secretaries. The giving of the
certifications required to determine the management of Federal Highway Reimbursements and the existence of and actions
in the event of the occurrence of a True-up Condition is to be done by the State Treasurer with the written concurrence of
and/or after consultation with the Secretaries. Brief descriptions of the general responsibilities of these officials follow.

State Treasurer. The State Treasure has four primary statutory responsibilities: (i) the collection of all state

revenues (other than small amounts of funds held by certain agencies); (ii) the management of both short-term and long-
term investments of Commonwealth funds (other than the state employee and teacher pension funds), including all cash
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receipts; (iil) the disbursement of Commonwealth moneys and oversight of reconciliation of the state’s accotmfs; and'(iv)
the issuance of all debt obligations of the Commonwealth, including notes, Commercial paper and long-term bonds. -

Secretary of Administration and Finance. The Secretary of Administration and Finance acts as the Governor’s
chief fiscal officer and administers the Executive Office for Administration and Finance. The activities of this Executive
Office fall within five broad categories: (i) administrative and fiscal supervision, including supervision of the
implementation of the Commeonwealth’s budget and monitoring of all agency expenditures during the fiscal year; (i)
enforcement of the Commonwealth’s tax laws and collection of tax revenues through the Department of Revenue for
remittance to the State Treasurer; (jif) human resource management, including administration of the state personnel system,
civil service system and emplovee benefit programs, and negotiations of collective bargaining agreements with certain of
the Commonwealth’s public employee unions; (iv) capital facilities management, including coordinating and overseeing the
construction, management and leasing of all state facﬂmes and (v) admlmstratlon of general servrccs, including
mformatmn technology services.

Dot Ly L H ] R R . BRI

Secretary of Transpormtzon and Construction. The Secretary of Transportatlon and Constmctmn admnusters the
Executive Office for Transportation and Construction (“EOTC?), which is the coordinating state agency for the Federal-Aid
Highway Program and includes the Massachuseits Highway Department. EOTC has contracted management responsibility
with respect to the construction of the CA/T Project to the Massachuseits Turnpxke Authonty, which under current law
eventually will own and operate most components of the CA/T Project. " o ; B mptn
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THE 2000A NOTES

General

. The 2000A Notes will be dated November 15 2000 and will bear mterest ﬁ'om such date payable semlannually on
June 15 and December 15 of each year, commencmg June 15, 2001, until the. prmc1pa1 amount is paid. The 2000A Notes
will mature on June 15 and December 15 i in the years and in the aagreoate prmcnpal amounts  and shall bear mterest at the
rates per annum (calculated on the basis of a 360-day year of twelve 30-day months) as set forth on the msrde cover page
of this Official Statement.” The Trustee will act as paymo agent w:th respect to the 2000A Notes . o

Boofc—Entty—Only System. The 2000A Notes will be issued by means of a book—entry—only system with one note
certificate for each maturity immobilized at The Deposuory Trust Company, New York, New York (“DTC”) The
certificates will not be available for distribution to the public and will evidence ownership of the 2000A Notes in. principal
amounts of $5,000, or integral mu1t1ples thereof. Transfers of ownershlp will be effected on the records of DTC and its
participants pursuant to rules and procedures estabhshed by DTC and its parf1c1pants T.nterest and prmc1pa1 due on the
2000A Notes will be paid to DTC or its nominee as registered owner of the 2000A Notes. The record date for payments on
account of the 20004 Notes will be the last business day of the month precedmg each June 15 and December 15, As long
as the book-entry-only system remams in effect, DTC or its nominee will be recognized as the owner of the 2000A Notes
for all purposes including notices and voting. The Comrnonwealth will not be responsrble or hable for malntammg,
supervising or reviewing the records mamtamed by DTC, its part:cxpants Or persons ‘acting ‘through such partlc1pants See
“BOOK-ENTRY-ONLY SYSTE . ‘ :

Redemption . 7 For - B

The 2000A Notes maturing on or prior to December 15, 2010 are not subject to redemption prior to their stated
maturity dates. )

Optional Redemption. The 2000A Notes maturing after December 13, 2010 are subject to redemption prior to
their stated maturity dates on or after December 15, 2010, at the option of the Commonwealth from any monies legally
available therefor, in whole or in part at any time, from maturities selected by the Commonwealth and by lot within any
single maturity, at a redemption price of 100% of the principal amount of such 2000A Notes to be redeemed, plus accrued
interest to the redemption date.



Use of Federal Highway Reimbursements to fund optional redemptions of the Notes may be limited by operation
of the Act as currently in effect. See “SOURCES OF PAYMENT AND SECURITY FOR THE NOTES—General” and
“PLAN OF FINANCE v : :

Notice of Redemption. T’he Tristee shall give notice of redempmon to the owners of the 2000A Notes not less than
30 days prior to the date fixed for redemption. So long as the book—entry—on[y system remains in effect for the 2000A
Notes, notices of redemption will be mailed by the Trustee only to DTC or is norninee. Any failure on the part of DTC,
any DTC Participant, or any nominee of 2 Beneficial Owner of any 2000A Notes (having received notice from a DTC
Participant or otherwise) to notlfy the Beneﬁclal Owner so affected, shall not affect the vahd1ty of the redemptlon

On the specxﬁcd redemption date, all 2000A Notes cailed for redemption shall cease to bear interest, prov1ded the
Trustee has monies on hand to pay such redemption in full.

Selection for Redemption. In the event that less than all of any maturity of the 2000A Notes is to be redeemed, and
so long as the book-entry-only system remains in effect for such 2000A Notes, the particular 2000A Notes or portion of any
2000A Notes of a particular maturity to be redeemed will be selected by DTC by lot. If the book-entry-only system no
longer remains in effect for the 2000A Notes, selection for redemption of less than all of any one maturity of the 20004
Notes will be made by the Trustee by lot in such manner as in its discretion it shall deem appropriate and fair. For purposes
of selection by lot within a maturity, each $5,000 of principal amount of a 2000A Note will be considered a separate 2000A
Note.

Transfer

So long as Cede & Co., as nominee for DTC, is the Noteholder of record of the 2000A Notes, beneficial
ownership interests in the 2000A Notes may be’ transférred only through a Dlrect Partlclpant or Indlrect Participant and
recorded on the book-entry system operated by DTC. In the event the book-entry-only system is discontinued, 20004 Note
certificates will be delivered to the Beneficial Owners, which shall be fransferable only upon the register for the 2000A
Notes maintained by the Trustee on behalf of the Commonwealth. Thereafter, the 2000A Notes, upon surrender thereof at
the principal office of the Trustee with a written instrirment of transfér satisfactory to the Trustee, duly executed by the
holder thereof or such holder’s duly authorized attomey, may be exchanged for an equal aagregate principal amount of
20002 Notes. of the same maturity and of authorized denominations.

In all cases in which the privilege of exchanging or, t;ansfen'mg 2_ODUA Notes is exerclsed the Commonwealth
shall execute and the Trustee shall authenncate and deliver the 2000A Notes in. accordance with the provisions of the Trust
Agreement. For every such exchange or transfer of 2000A Notes, the Commoavwealth or the Trustee may make a charge
sufficient to reimburse it for any tax, fee or other governmental charge required to be paid with respect to such exchange or
transfer. Neither the Commonwealth nor the Trustee shall be required to make any such exchange or transf‘er of 2000A.
Notes during the 20 days next precedmg an 1nterest or prmcxpal payment date or during the pendency of any call for

redemption of 2000A Notes in whole or in part.

DEBT SERVICE REQUIREMENTS

The table on the following page sets forth the prmclpal of and interest to be due on the 1998A Notes, the 1998B
Notes and the 2000A Notes.
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BOND INSURANCE ST T

Bond Insarance Policy

Concwrrently with the issuance of the 2000A Notes, Financial Security Assurance Tnic. (“Financial Security") will
issue its Municipal Bond Insurance Policy (the "2000A Policy™} for the Insured 2000A Notes. The 2000A PoIicy
guarantees the scheduled payment of principal of and interest on the Insured ZOOOA Notes when due as set forth in the
form of the 200DA Pohcy included as Appendix D to this Official Statement. -

The 2000A Policy is not covered by any 1nsurance security or guaranty fund established under New York,
California, Connecticut or Florida insurance law.

Financial Security Assurance Inc.

Financial Security is a New York domiciled insurance company and a wholly owned subsidiary of Financial
Security Assurance Holdings Ltd. ("Holdings"). Holdings is an indirect sub51diary of Dexia, 8.A., a publicly held Belgian
corporation. Dexia, S.A., through its bank subsidiaries, is primarily engaged in the business of pubhc finance in France,
Belgium and other European countries. No shareholder of Holdings or Financial Secunty is liable for the obligations of
Financial Security. .

At September 30, 2000, Financial Security's total policyholders' surplus and contingency reserves were
approximately $1,372,337,000 and its total unearned premium reserve was approximately $693,512,000 in accordance with
statutory accounting principles, At September 30, 2000, Financial Security's total shareholder’s equity was approximately
$1,383,058,000 and its totai net unearned premium reserve was apprommately $S7I 460,000 in accordance with generally
accepted accounting principles. o _ .

The financial statements included as exhibits to. the annual and quarterly reports filed by Heldings with the
Securities and Exchange Commission are hereby incorporated herein by reference. Also incorporated herein by reference
are any such financial statements so filed from the date of this Officlal Statement until the termination of the offering of the
Insured 2000A Notes. Copies of materials incorporated by reference will be provided upon request to Financial Security
Assurance Inc., 350 Pa.rk Avenue, New York New York 10022, Attentlon Communications Depdrtment (telephone
(212) 826-01000. . T T L . : T ) o

The 2000A Policy does not protect investors against changes in market value of the Insured 2000A Notes, which
market value may be impaired as a result of changes in prevailing interest rates, changes in applicable ratings or other
causes, Financial Security makes no representation regarding the Insured 2000A Notes or the advisability of investing in
the Insured 2000A Notes. Finaricial Security makes no representanon regardmg the Official Statement, nor has it
participated in the preparation thereof, except that Financial Security has provided to the Commonwealth the information
presented under this caption for inclusion in the Official Statement._ ‘ ) )

BOOK-ENTRY-ONLY SYSTEM

The Depository Trust Company, New York, New York (“DTC™), will act as securifies depository for the 20004
Notes. The 2000A Notes will initially be issued exclusively in book-entry form and one or more futly reglstered 2000A
Notes for each maturity set forth on the inside cover page hereof, each in the aggregate pnnctpal amount of2000A Notes
having such maturity and bearing interest the same rate, will be deposited with DTC.

DTCis a hmxted-purpose “frist Somipany organized under the New York Banking Law, a “banking organization”
within the meaning of the New York Banking Law, a member of the Federal Reserve System a “clearing corporation”
within the meaning of the New York Uniform Commercial Code and a “clearing agency” registered pursuant to the
provisions of Section 17A of the Securities Exchange Act of 1934, as amended, DTC holds securities that its participants
(the “DTC Participants™) deposit with DTC. DTC also faclhtates the settlement armong DTC Participants of securities
transactions, such as transfers and pledges, in deposited securities through electronic computerized book-entry changes in
accounts of the DTC Participants, thereby eliminating the need for _physmal movement of securities certificates. DTC
Participants include securities brokers and dealers, banks, trust companies, clearing corporations and certain other
organizations. DTC. is. 6wned by a number of the DTC. Participants and by the New York Stock Exchange, Inc., the
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American Stock Exchange, Inc, and the National Association of Securities Dealers, Inc. Access to the DTC system is also
available to others such as banks, securities brokers and dealers, and trust companies that clear throuch or maintain a
custodial relationship with a DTC Participant, either directly or indirectly (the “Indirect Part1c1pants”) The ruIes apphcable
to DTC and the DTC Participants are on file with the Securities and Exchange Commisiion.

Purchases of 2000A Notes under the DTC system must be made by or t:hmut,h DTC Pammpants which will
receive a credit for the 2000A Notes in the records of DTC. The ownership interest of each actual purchaser of gach 2000A
Note (the “Beneficial Ownér™) is in turn to be recorded on the DTC Pamc1pants and Indirect Partxc:pants’ records.
Beneficial Owners will not receive written confirmation from IJTC of their purchase, but Beneficial Qwners are expected to
receive written confirmations of their purchase providing ‘getails of the 2000A Notes acquired, as well as periodic
statements of their holdings, from the DTC Participant or Indirect Pa.rtlmpant through which the Beneﬁc:al Owner entered
into the transaction. Transfers of ownersh;p interests in the 2000A Notes will be accomplished by eniries made on the
books of DTC. Participants acting on ‘behalf of the Beneficial Owners. Benefic:al Owners will not receive certificates
representing their ownership interests in the 20004 Notes, except in the event that use of the book~entry system for the
2000A Notes is discontinned. : E- ] e T e e

To facilitate subsequent transfers, all 2000A Notes dep031ted by DTC Part:cqaants with DTC are registered in the
name of DTC’s partnership nominee, Cede & Co. The deposit of the 2000A Notes with DTC and their registration in the
name of Cede & Co. effect no change in Beneficial Ownership. DTC has no knowledge of the actual Beneficial Owners. of
the 2000A Notes; DTC’s records reflect only the identity of the DTC Participants to whose accounts such 2000A Notes are
credited, which may or may not be the Beneficial Owners. The DTC Parnc1pant:> WIII remain respon31ble for keepmg
account of their holdings on behalf of their customers.. : Eoa

Conveyance of notices and other communications by DTC to DTC Partlmpants by DTC Partlcxpants to Iﬁdzrect
Participants, and by DTC Participants and Indirect Participants to Beneficial Owners will be governed by arrangements

among them, subject to any statutory or regulatory requiremerits as may be in effect from time to time.

Redemption notices shall be sent to Cede & Co. If less than all of the 2000A Notes wathm an 1ssue aré bemg
redeemed, DTC’s practice is to determine by lot the amount’ of the interest of each DTC Part1c1pant in such 1ssue to be
redeemed. A

S AP R

Neither DTC nor Cede & Co. will consent or vote with respect to the 2000A Notes. Under its usual procedures,
DTC mails an ommnibus proxy to the Commonwealth as soon as possible after the record date. The omnibus proxy assigns
Cede & Co.’s voting rights to those DTC Participants having the 2000A Notes credited to their accounts on the record date
(identified in a listing attached to the omnibus proxy). -

THE COMMONWEALTH WILL NOT HAVE ANY RESPONSIBILITY OR OBLIGA’J,‘ION TO THE
DTC PARTICIPANTS, THE INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS WITH RESPECT
TO THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR BY ANY DTC PARTICIPANT OR
INDIRECT PARTICIPANT, THE PAYMENT OF, OR THE PROVIDING OF NOTICE TO, THE DJC
PARTICIPANTS, THE INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS, OR WITH RESPECT
TO ANY OTHER ACTION TAKEN BY DTC AS OWNER OF 2000A NOTES. .

Beneficial Owners of the 2000A Notes will not receive or have the nght to receive physmaI dehvery of such
2000A Notes, and WIII not be or be considered to be owners thereof. So long as Cede & Co. is the registered owner of the
2000A Notes, as nominee of DTC, references herein to the holders or registered owners of the 2000A Notes shall mean
Cede & Co. and shall not mean the Beneﬁma] Owners of the .’ZOOOA Notes, except as otherwise expressiy prov:ded herein.

DTC may discontinue providing its services as secunnes dep051tory with respect to the 2000A Notes at any tirne
by giving reasonable notice to the Commonwealth. Under such circumstances, unless a substitute depository is retained by
the Commonwealth, 2000A Notes will be delivered and registered as designated by the Beneficial Owners. The Beneficial
Owner, upon registration of 2000A Notes held in the Beneficial Owner's name, will become the Notsholder.

-33.




The Commonwealth may determine that continuation of the system of book-entry transfers through DTC (or a
successor depository) is not in the best interest of the Bénefit cial Ownérs. In such event, 2000A Notes W1II be dehvered and
registered as designated by the Beneficial Owners ‘

The principal of and interest and premium on the 2000A Notes will be paid to DTC oz its nomines, Cede & Co., as
registered owner of the 2000A Notes._ Upon receipt of moneys, DTC’s _practice is to credit the accounts of the DTC"'
Participants on the payable datein accordance with their respective holdings shown on the records of DTC unless DTC has
reason to believe it will not receive payment on the payabie date. Payments by DTC Part1c1pants and Indirect Partlclpants
to Beneficial Owners will be governed by standing instructions and customary practices, as is now the case with municipal
securities held for the accounts of customers in bearer form or reglstered in “stréet name”, and will be the responsibility of
such DTC Pa.rtlmpant or Indiréct Participant and not DTC or the Cominonwealth, sub_lect 1o any statutory and regulatory
requirements as may be in effect from time to time, Payment of the principal and interest and premium on the 2000A Notes’
to DTC is the responsibility of the CommonWBaIth disbursement of such payments to DTC Participants and Indirect
Participants shall be the responsibility of DTC; and disbursement of such payments to Beneﬁcxal Owners shall be the
responsibility of the DTC Participants and the Indirect Participants.

The Commonwealth cannot give any assurances that DTC Participants or others will distribute payments of
principal of and interest on the 2000A Notes paid to DTC or its nominee, 4s the registered owner, fo the Beneficial Owners,
or that they will do so‘on a timely basis or that DTC will serve and act i m a manner descnbed in this document.

THE INFORMATION IN THIS SECTION CONCERNING DTC AND DTC’S BOOK—ENTRY SYSTEM
HAS BEEN OBTAINED FROM SOURCES TBAT THE COMMONWEALTH BELIEVES TO BE RELIABLE,
BUT THE CONMONWEALTH TAKES NG RESPONSIBILITY FOR TI-IE ACCURACY THEREOF

LITIGATION

Npo litigation is pending or, to the knowledge of the Attorney General of the Commonwealth threatened against or
affecting the Commonweaith seeking to rqstram or enjoin the execution and. delwery of the Trust Agreement or the
issuance, sale or delivery of the 2000A Notes or i any way contesting or affecting the validity of the 2000A Notes, the
right of the Commonwealth to receive Féderal Highway Reimbursements ot fo collect the Alternative Revenues or the
pledge of the Pledged Funds to secure the 2000A Notes as provided in the Trust Abreement

TAX EXEMPTION.

Bond Counsel is of the opinion that, under existing law, interest on the 2000A Notes is excluded from gross
income for federal income tax purposes and is not an item of tax preference for the purpose of computing the alternative
minimum tax imposed on individuals and corporations under the Internal Revenue Code of 1986, as amended (the “Code™);
it should be noted, however, that the interest on the 2000A Notes is taken into account in determining adjusted current
earnings for the pifpose of computing the alternative mininun tax imposed on corporations (as defined for federal income
tax purposes). Bond Counsel has not opined as to other federal tax conseguences, if any, resultmg from holding the 2000A
Notes.

The Code imposes certain requiteménts and restrictions on the use, expenditure and investment of procesds of
state and local governmental obligations, including the 2000A Notes, and a requirement for pdyment to the federal
government (called a “rebate”) of certain proceeds derived from the investment thereof. Failure to comply with the Code’s
reqmrements subsequent to the issuance of the 2000A Notes could cause mtergst) on the 2000A Notes to become included
in gross income for federal income tax purposes retroactive to the date of théir issuancé.  On or before delivery of the
2000A Notes to the original purchasers, the Commenwealth will provide covenants or certificates evidencing that it will
take all lawful action necessary to comply wifh those provisions of the Code that, except for such compliance, would affect
adversely the excludabdlty of interest of the 2000A Notes from gross income for federal income tax purposes. Bond
Counsel’s opinion with respect to the federal income tax treatment of interest on the 2000A Notes is condmoned upon such
compliance. : .

Prospective purchasers of the 2000A Notes should also be aware that the Code denies a deduction for interest on
indebtedness incurred or continued to purchase or carry the 2000A Notes, o, in the case of a financial institution, for that
portion of the owner’s interest expense allocated to interest on the 2000A Notes.. Interest on the 2000A Notes eamned by
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insurance companies or allocable to certain dividends received by such companies may increase the taxable income of those
companies as calculated under Subchapter L of the Code. In addition, interest on the 2000A Notes earned by certain
corporanons could be subject to the foreign branch profits fax :mposed by Section 884 of the Code, and may be included in
passive investinent income subject to federal income takation under Section 1375 of the Code applicable to certain §
corporations. The’ Code also requires recipients of certain social séelrity and railroad retiremient benefits to take into
account receipts and accruals of interest on the 2000A Notes in determinirg the portion of such benefits rhat are included in’
gross intome and receipt of investment income, including interest on the 2000A Notss, may disqualify the reclpzent thereof
from obtammg the earned income credit under Section 32(1) of the Code. No assurance can be given that ﬁxture Ieﬂslanon
w1ll not have adverse tax consequences for owners of the 20004 Notes .

In the opmlon ‘of Bond Counsel, interest on the 20004 Notes is exempt from Massachusetts personal income taxes,
and the 2000A Notes aré exempt from Massachusetts personal property taxes. Bond Counsel has not opined as to other .
Massachusetts tax consequences arising with respect to the 2000A Notes. Prospective purchasers should be aware,
however, that the 2000A Notes are mcluded in the measure of Massachusetts estate’and inheritance taxes, and the 2000A
Notes and the interest thereon are included in the measure of Massachusetts corporate excise and franchise taxes. Bond
Counsel has not opined as to the taxability of the 2000A Notes or the income therefrom under the laws of any state other
than Massachusetts. -

For federal and Massachusetts. tax purposes interest mcludes original issue dxscount wh:ch wu‘h respect t0,a
2000A Note is equal to the excess, if any, of the stated redemption price at maturity of such 20004 Note over the uut:aI
offering price thereof to the public, excluding underwriters and other intermediaries, at which price a substantial amount of
all substantially identical 2000A Notes were sold. Original issue discount accrues over the term of a 2000A Note in
accordance with Section 1272 of the Code. Purchasers of 2000A Notes should consult their own tax advisers with respect
to the computation of original issue discount on such accrua!s of interest dunng the perzod in whmh any such 2000A Note
is held. .

Certain of the 2000A Notes (the “Preminm Notes™) may be initially offered to the public at prices greater than the
amounts payable thereon at maturity. As a result of the tax cost reduction requirements of the Code related to amortization
of bond premium, under certain circumstances an initial owner of Premium Notes may realize a taxable gain upon the
disposition of such Premium Notes even though they are sold or redeemed for an amount equal to such owngr’s original
cost of acquiring such Premium Notes. Owners of Premium Notes are’advised that they should consult with their own tax
advisors with respect to the federal, state and local tax consequenceés of ovwning such Premium Noteés! S

"Oni the date of delivery of the 2000A Notes, the original purchasers will be furnished w1th an opmmn of Bond
Counsel substantlally in the form attached hereto as APPENDIX B—"FORM OF OPINION OF BOND COUNSEL ”

RATINGS . " . !,--— :

The 2000A Notes have been assigned ratings by Fitch and Moody’s Investors Servzce Inc. The ratings assgned
by Fitch are “AA” for the 2000A Notes other than the Insured 2000A Notes and “AAA” f‘or the Insured 2000A Notes The
ratings assigned by Moody’s Investors Service, Inc. are “Aa3” for the 2000A Notes other than the Insured 2000A Notes
and "Aaa” for the Insured 2000A Notes. A security rating should be evahated independently of Smilar ratings of different
types of securities. A rating is not a recommendation to buy, sell or hold securities. Such ratings r&flect only the respective
views of such organizations, and an explanation of the significance of such ratings may be obtained from the rating agency
fiurnishing the same. There is no assurance that a rating will continue for any given period of time or that a rating will not
be revised or withdrawn entirely by any or all of such rating agencies, if] in its or their judgment, cirocumstances so warrant.
_Any downward revision or withdrawal of a rating could have an adverse effect on the market prices of the 20004 Notes.

CERTAIN LEGAL MATTERS

The unqualified approving opinion as to the legality of the 2000A Notes will be rende:ed by Palmer & Dodce
LLP, Boston, Massachusetts, Bond Counsel to the State Treasurer. The proposed form of such opinion of Bond Counsel is
attached to this Qfficial Statement as Appendix B. Certain legal matters will be passed upon for the Underwriters by their
counsel, Ropes & Gray, Boston, Massachusetts,
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UNDERWRITING =~ =~

The 2000A Notes are being purchased by the Underwriters, for whom Lehman Brothers Inc. is acting as
Representative. The Underwriters have agreed, subject to certain conditions, to purchase all of the 2000A Notes from the
Commeonwealth at a discount from the initial public offering prices or yields set forth ofi the, inside cover page hereof equal
to approximately .5247% of the aggregate principal amount of the 2000A Notes. The Underwmcrs have agreed to reoffer
such 2000A Notes at public offering prices not higher than or af yields not lower than those set forth on the inside cover
page of this Official Statement. The Underwriters are obligated to purchase ali such 2000A Notes, if afyy are purchased, the
obligation to make such purchase being subject to certain terms and conditions set forth in the Purchase Contract, the
approval of certain legal matters by counsel and certain other condmons Such 2000A Notes may be offered and sold by
the Underwriters to certain dealers (including dealers depositing such 2000A Notes in unit investmeént trusts or mutual
funds, some of which may be managed by the Underwriters) and certain dealer banks and banks acting as agents at prices
lower (or vields higher) than the public offering prices (or yields) set forth on the inside cover page of this Official
Statement. Subsequent to such initial public offering, the Underwriters may change the pubhc offenng pnces (or yields) as
they may deem necessary in connection with the offering of such ZOOOA Notes i

CONTINUING DISCLOSURE

In order to assist the Underwriters in complying with paragraph (b)(5) of Rule 15¢2-12 of the Securities and
Exchange Commission, the Commonwealth will undertake in the 2000A Notes to publish annual reports and not1ces of
certain events: This undertaking is set fon‘.h in Appendix’ c hereto

MISCELLANEOUS |

Any provisions of the Trust Agreement, the constitution of the Commonwealth genera[ and Speczal laws and cther
documents set forth or referred to in this Official Statement aré only siimmarized, and such summaries do not purport to be
complete statements of any of such prov15mns Only the actual text of such provxsmns can be rehed upon for completeness
and accuracy.

All estimates and assumnptions in this Official Statément have been made on the best information available and are
believed to be reliable, but no representations whatsoever are made_ that such estimates and, _assumptions are correct. So far
as any statements in this Official Statement involve any matiers of opinion, whether or Tiot expressly so stated, they are
intended merely as such and not as representatlons of fact. The various tables may not add due to rounding of figures.

The information, estimates and assumptions and expressions of opinion in this Qfficial Statement are subject to
change without notice. Neither the delivery of this Official Statement nor any sale made pursuant to this Official Statement
shall, under any circumstances, create anty implication that there has been no change in the affairs of the Commonwealih or
its agencies, authorities or political subdivisions since the date of this Official Statement, except as expressly stated.

[The remainder of this page is intentionally left blank.]
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AVAILABILITY OF OTHER INFORMATION

Questions regarding this Official Statement should be directed to Jeffrey S. Stearns, Deputy Treasurer, Office of

the Treasurer and Receiver-General, One Ashburton Place, Twelfth Floor, Boston, Massachusetts 02108, telephone (617)

367-3900, or Scott Jordan, Director of Debt Finance, Executive Office for Administration and Finance, State House, Room

373, Boston, Massachusetts 02133, telephone (617) 727-2040. Questions regarding legal matters relating to this Official
Statement should be directed to Walter J. St. Onge, III, Palmer & Dodge LLP, One Beacon Street, Boston Massachusetts

02108, telephone (617) 573-0100.
THE COMMONWEALTH OF MASSACHUSET;I'S e

By /s/ Shannon P, O'Brien
Shannon P. O'Brien
Treasurer and Receiver-General

By /s/ Stephen P. Crosby
Stephen P. Crosby .
Secretary of Administration and Finance "

November 15, 2000

3373344.10
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APPENDEX A

SUMI\IARY OF CERTAIN PROVISIONS OF THE TRUST AGREEMENT

The Trust Agreement contams terms and condmons reI.aung to ihe issuance and saIe of Federal Hrc,hway
Grant Anticipation Notes under it, including various covenants and security provisions, cerfain of which are
summarized below, For purposes of this summary, all references to “Notes” shall refer to the Federal Highway
Grant Anticipation Notes, This summary does not purport to be comprehensive or definitive and is subject to all of
the provisions of the Trust Agreement, to which Teferenice is hereby made. Copies of the Trust Agreement are
available from Palmer & Dodge LLP, One Beacon Street, Boston, MA, 02108 At Walter J. 8t Onoe 111, Bond

M ?

Counsel to the Commonwealth. : Eatic W

Definitions - " NI Lo
The followrng is a summary of certain terms used in the Trust Agreement, in thls Appendm A and
otherwise used in this Ofﬁcral Statement.

“1998A Notes” shall mean The Commonwealth 6f’ Massachusefts Federal Highway Grant Anticipaxidn -
Notes, 1998 Senes A 1ssued on June 30, 1998 in the ongmal prmczpal amount of $600 000 000. .. R

5.

“1998A Policy” shall mean the municipal bond insurance pohcy Issued by MBIA insuring the payment

when due of the principal of and interest on the Insured 1998A Notes a5 prov:ded

19988 Notes” shall mean The CommonWealth of Massachusetts Federal I—nghway Grant Ant1c1pation )
Notes, 1998 Series B, 1ssued on December 3, 1998 1n the ongrnal principal amount of $321 720 000

“2000A Notes™ shall meari The Commonwealth of Massachusstts Federal nghway Grant Annc1patxon ’
Notes, 2000 Senes A, Issued on November 30, 2000 in the ongmal pnnc::oal amou.n‘r of $577 605,000. :

“ZOOOA Pohcy’ means the mumc;pal bond ingurance policy 1ssued by FSA onaranteemg “the scheduled )
payment of principal of and interest on the Insured 2000A Notes when doe o

“Act” shall mean the provisions of Section 9 through 10D of Chapter 11 of the Acts of 1997, as amended
by Chapter 121 of the Acts of 1998, and asg further amended by Chapter .‘235 o'f the Acts of 1998, in effect as of the
date of the Trust Agreement. N

“Accreted Value” shall mean with respect to any Notes that are Capital Apprematmn Notes, an amount
equal to the principal amount of such Capital Appreciation Notes {deterined on the basis of the initial principal
amount per $3,000 at matwrity thereof) plus the amount assuming compbunding (as set forth in the Applicable
Supplemental Trust Agreement) of earnings which would be produced on the investment of such initial amount,
beginning on the dated date of such Capital Appreciation Notes and ending at the manmty date thereof at a yleld
which, if produced until maturity, will produce $5 000 atmaturity R S

« A dditional Notes” shall mean Notes of the Commonwealth issued pursuant to the Trust A.greement other
than the Initial Notes. .

“Additional Pledged Funds” shall mean any moneys or ﬁmds pledoed by the C‘ommonweaith for the
purpose of further securing the payment of all Trust Aoreement Ohhganons B o a2 :

E.oe ot

“Adiusted Note Debt Service Requrrement” shall mean, for any penod for whach such calculatmn shalI be
made in connection with the issuance of Additional Notes or in connection With the issuance of Refundmg Notes, -
ageregate Note Debt Service Requirement on Notes Outstandmcr dunng such penod takmt7 mro account the -
following adjustments: .

. s
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i) With respect to Variable Rate Notes, the aggregate Note Debt Service Requirement
thereon shall be determined based upon an interest rate equal to the Assumed Rate,
calculated as of such date of detérmiination; provided, however, if the Commonwealth (1)
enters into a Qualified Hedge Agreement with a Hedge Provider requiring the
Commonwealth to pay a fixed inferest rate or providing for 2 maximum interest rate on a
notional amount, and (2) has made a determination that such Qualified Hedge Agreement
was entered into for the purpose of providing substitute interest payments or limiting the .

. potential increase in the interest rate for a paiticular maturity of Notes in a principal
amount equal to the notional amount of the Qualified Hedge Agreement, then during the
term of such Qualified Hedge Agreement and so long as the Hedge Provider under uch
Qualified Hedge Agreement is nof in default under such Qualified Hedge Agreement, the
interest rate on such Notes shall be determined as if such Notes bore interest at the fixed
interest rate or maximum interest rate, as the case may be, payable by the Commonwealth
under such Qualified Hedge Agreement

(il) w1th respect to Fixed Rate Notes, if the Commonwea th (I) enters into a Quahﬁed Hedge
Agreement with a Hedge Provider requiring the Commonwealth to pay a variable interest
rate on a notional amount and (2) has made a determination that such Qualified Hedge
Agreement was entered into for the purpose of providing substitute interest payments for
a particular maturity of Notes in a principal amount equal to the notional amount of the
Qualified Hedge Agreement, then during the term of such Qualified Hedge Agreement
and so long as the Hedge Provider under such Qualified Hedge Agreement is not in
default under such Qualified Hedge Agreement, the interest rate on such Notes shall be
detenmned as if such Notes bore interést at the Assumed I-Iedge Rate;

(iii) with respect to Tender Notes, the aggregate Note Debt Service R.eqmrement thereon shall
- not include amounts payable upon mandatory or optidnal tender, but shall be deemed to
inciude all periodic Note Related Costs and other payments to the provider of any
Liquidity Facility, and shall not be based upon the terms of any Reimbursement
. .. Obligation to such provider except to the extent and for periods during which Note
Related Costs and other payments are requu'e:d to. be made pursuant to such
Reimbursement Obhgatmn due to such prowdcr advancmg ﬁmds

(iv) with respect to Notes that have Credit Enhancement, the aggreoate Note Debt Servme
Requirement thereon shall be deemed to include all periodic Note Related Costs and
other payments to the provider of the Credit Enhancement, but shall not be based upon
the terms of any Reimbursement Obligation to such provider except to the extent and for
periods during which Note Related Costs and other payments are required to be made
pursuant to such Reimbursement Obligation due to such provider advancing funds; and

{v) the amonnt of any investment earnings and returmn of prmclpal or pro,}e.cted mvestmenf
earnings and projected return of prmmpa] as the case may be, allocable to amounts in the
Debt Service Liquidity Account shall be deducied from the Adjusted Note Debt Service |
Requirement for the applicable period, .
“Advance Construction Balance” shall mean, as of any date of calculation, the aggregate dollar amownt of
the portion of federal funds referenced in all Federal-Aid Letters of Approval/Authorization and Project Agreements
under the Federal Highway Construction Program between the Commonwealth and the Federal Highway
Administration and designated as “advance constructmn” or “AC,” provided, however, that “Advance Construction
Balance™ shall not include any portion thereof reldted to the CA/T Project and identified in the then most recent
finance plan for the CA/T Project filed by the Commonwcalﬂn with the Federal Highway Administration as expected
to be unavailable for conversion to Obligation Authority as a result of any applicable federal law hrmtmg the
aggregate amount of federal fundmg for the CAJ’T iject

“Advance Refunded Mummpal Bc)nds” shall mean any bonds or other obligations of any state of the United
States of America or of any agency, mstmmentahty or local governmental unit of any such state () which are not
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callable at the option of the obligor or otherwise prior to maturity or as to which irrevocable notice has been given
by the obligor to call such bonds or obligations on the date specified in the notice, (ii) which are fully secured as to
principal and interest and redemption premium, if any, by a fund consisting only of cash or Government Obijgations
which is sufficient to pay interest when due, principal of and redemption premium, if any, on-the bonds or other
obligations described in this definition on the matunty date or dates thereof oron the redemptron date or dates as
appropriate, . : : ) : Vi

IS

BY oL
A Jthie .

. “Alternative Revenues” shall mean the receipte credited fo the Highvray Fund and derived from that portion
of the Gasoline Tax equal 1o ten cents ($0.10) per gallon, which amount shall not include any amount of such tax
pledged to the payment of special obligation bonds of the Commonwealth pursuant to Secnon 20 ot‘ chapter 29 of
the General Laws, as amended from time to time. . : N

“Apphcable Suppiementai Trust Agreement“ shall mean with respect 1o any Senes of Notes the _
Supplemental Trust Agreement authorizing such Series of Notes. . .~ - - e e
- . : . - R w
“Appreciated Value” shall mean with respect to Notes that are Deferred Income Notes untrl the Interest
Commencement Date thereon, an amount equal to the principal amount of such Deferred Income Note (detenmned
on the basis of the initial principal amount per $5,000 at the Interest Commencement Date thereof) plus the amount,
assuming compounding (as set forth in the Applicable Supplemental Trust Agreement) of earings which would be
produced as the investment of such initial amount, beginning on the dated date of such Deférred Income Note and
ending on the Interest Commencement Date, at a yield which, if produced untr] the Interest Commencement Date,
will produce $5,000 at the Interest Commencement Date. - -
“Agsumed Rate” shall mean, with respect to any Variable Rate Notes, the BMA Index or 3%, whichever is
higher, plus 1 50%, or such other rate as may be prowded in any Apphcable SuppIemental Trust Agreement.
b - -
“Authonzed Off’ cer” shall mean the State Treasurer or any de51gnee thereof znd, when used in reference to
an act or document shall also mean any other person authonzed by law o perform such act or srgn such docmnent
“BMA Index™ shall mean the “BMA Municipal Bond Inclex“‘TM pub!tshed ﬁ-om time to tlme by the Bond
Market Association based upon weekly yield evaluations at par of tax-exempt state and local government bonds or if
such index is no longer published, a comparable index as selected by the rentarketing agent W1th respect to the '
affected Vanable Rate Notes sub_]ect fo receipt of a Ratmg Conﬁrmatton _ . . :
“Bond Counsel” shall mean any lawyer or t“ irm of lawyers nationally recoemzed in the ﬁeld of mumerpal
finance and selected by the State Treasurer o L
“CaprtaI Apprec1atlon Notes™ shall mean any Notes as to which interest is payable only at the matunty or
prior redempnon thereof

“CA/T Project” shall mean the Central Artery/Ted Williams Tunnel Pro;ect, undertaken by the
Conunonwealth and managed on behalf of the Commonwealth by the Massachusetts Turnprke Authonty

B

“Code” shall mean the Internal Revenue Code of 1986, as amended. S L e I

“Commissioner of Revernie” shall mean the Commissioner of Revenite of the Commonwealth or a Deputy
Commiissioner or designee actmg in the Comm1ssroner 5 stead N
“Commonwealth Fiscal Year” shall mean the period beginning on J uly 1 of any calendar year and endmg
on June 30 of the succeeding calendar year or such other period of twelve consecutrve calendar months as may be
provided by law as the fiscal year of the Commonwealth.
“Comptroller” shall mean the Comptroller of the Commonwealth or any Deputy Comph'oller or Assrstant
to the Comiptroller or to the extent permitted by law, any designee actmb m the Comptroller s siead. .



“Costs of Issuance” shall mean all items of expense directly or indirectly payable or reimbursable by or to
the Commonwealth and related to the authorization, sale and issnance of Notes, including but not limited to printing
costs, costs of preparation and reproduction of documents, filing and recording fees, initial fees and charges of the
Fiduciaries, legal fees and charges, fees and disbursements of consultants and professmnais costs and expenses of
refunding, fees, expenses and other amounts payable to any undérwriters of the Notes, accrued interest payable upon
the initial investment of the proceeds of Notes, fees afid expenses ‘payable in connection with any Credit
Enhancement, Liquidity Facility or Reserve Cradit Facility, fees and EXpenses payable in connection with any
remarketing agreements or interestrate indexing : agreements payable in confiection with the original issuance of the
Notes and any other cost, charge or fee payable in connectmn wzth the ongmal issuance of Notes ’

“Credit Enhancement” shall mean any agreement mcludmg, but net hmlted toa pohcy of bond msurance, ¢
surety bond, irrevocabie letter of credit, credit agreement, credit facility or guaranty arrangenient with a bank, trust
company, insurance company, surety compary, pension fund or other financial institution that provides increased
credit on or security for any Series (or portion thereof) of Notes and, to the extent authonzed by a Supplementat
Trust Agreement, may include a Reserve Credlt Facxhty

“Debt Service Account” shall mean eﬂher the June 15 Debt Servme Accmmt or December IS Debt Semce
Account or both, as the context requu'es T O e e ae

“Debt Service Covérage Ratio”‘shall mean the ratio of the amount of Fedéral Highwa}‘z Rie“xm‘eurscxﬁents 7
expected to be available in any Federal Fiscal Year to pay Trust Agreement Obligations due ii the. Commoriwealth
Fiscal Year commencing on July [ in such Federal Fiscal Year to the amount of Tnlst Agreement Obligations due in

said Commonwealth Flseal Year expressed asa percentage ) Co =

- ,'__\_;,‘.- . . -

“Debt Service L1qu1d1ty Account Reqmrement” sha[I mean, as of any partlcufar date of computatlon ten
percent (10%) of the maximum aggregate amount of Principal Installments and interest becoming due in the current
or any future Commonweaith Fiscal Year on all Notes Outstanding, using the Assumed Rate for any Varjable Rate
Notes (or any Reimbursement Obligations issued in a connection therewith which are deemed to be Notes pursuant
to the Trust Agreement), less, in ary such Commonwealth Fiscal Year, any amounts received as payment of accrued
interest from the sale of any Notes which amounts are deposited in the Debt Service Fiind, provided, however, that
the amount held in the Debt Service quulchty Account and funded with proceeds of Notes shall not exceed one |
hundred twenty-five percent (125%) of the average aniual aggregate amount of Principal Instaliments and mterest -
becoming due in any Commonweaith Fiscal Year on all Notes Outstandmg, using the Assumed Rate for any - '
Variable Rate Notes {or any Re1mbursement Obhgahons :ssued n conucctton therewﬁh Whlch are deemed to be
Motes pursuant to the Trust Agreement) SR s s

“December 15 Debt Service  Requirement” shall mean with respect te enf,f perriod:eﬂdi'no on Iﬁecemberr‘ 15, e
the Note Debt Service Requu'ement with respect to all Notes then Outstandmg on such Deeember Ii

“Defeasance Obligations” shall mean Government Obhgatxons and Advanc.e Refunded Mumc:pal Bonds
“Federal Fiscal Year” shall mean the period. begmmng on Oetober 1 of any calendar year and ending on
September 30 of the succeeding calendar year or such other penod of twelve onsecutive caleudar months as may be
provided by law as the fiscal year of the Umted Stages.. : S NI

“Federal Highway Construction Program” shail mear'l' all federally-aided highway construction projects
undertaken by the Commonwealth at any time prior to or after (so long as any Notes remain Outstanding) the date of
execution of the Trust Agreem ent as part of the Commonwealth’s progra.m of transportaticn development and
improvements, o : Coe L

=

PRI . T

“Federal Highway Grant Anticipation Note ’I‘rust Fund” shall mean the Federal H1ghway Grant
Anticipation Note Trust Fund estabhshed by Section 10 of the Act.

“Federal _Highway Reirnbursemenjs shaII mean alI federal hlc,hway constmctxon relmbursements and any
other federal hiphway assistance received frer_n time to time by the Commonwealth with respect to the Federal
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Highway Construction Program under or in accordance with Title 23 of the United States Code or any successor
program established under federal law. . - . :

“Fiduciary” shall mean the Trustee or any Paymg Agent,

“FSA™ means Financial Security Assurance Inc a New York stock insurance company, or any successor

thereto or assignee thereof.

“Funded Debt Service Liquidity Account Requirement” shall mean, as..of any particular date of -
- computation, an amount equal to the Debt Service Liquidity Account Requirement less the stated and unpaid
amounts of alt Reserve Credit Facilities. The Funded Debt Service Liguidity Account Requlrement'shall to the
extent authorized by a Supplemental Trust Agreement, include any amount requlred to reimburse any provider of a
Reserve Credif Facility upon any drawing of amounts thereunder. o

“Gasoline Tax” shall mean the excise imposed on fuel (other than av1atton ﬁJei) by the prov:smns of
Chapter 64A of the Massachusetts General Laws, as amended from time to time. L

“Government Obhgatlons shall mean: C L _ . ,

@ non-callable direct obhgatmns ofthe Umted States of America, non-callable and non-
prepayable direct federal agency obligations the timely payment of principal of and
interest on which are fully and unconditionally guaranteed by the United States of
America, non-callable direct obligations 6f the United States of America which have:
been stripped by the United States Treasury itself or by any Federal Reserve Bank-(not
including “CATS,” “TIGRS” and “TRS” unless the Coinmonwealth obtains Rating -
Confirmation with respect thereto) and the interest components of REFCORP bonds for
which the underlying bond is non-callable (or non-callable before the due date of such
interest component} for which separatior. of principal and interest is made by request to
the Federal Reserve Bank of New York in book-entry form, and shall exclude y
investments in mutual funds and unit investment trusts; :

(i) . obligations iimely maturing and bearing interest (But only to the extent that the full falth

and cred1t of the United States of America are pledged to the timely payment thereof),
and . .

(iii) certificates evidencing ownership of the right to the payment of the principal of or
. interest on obligations described in clause (ii), provided that such obligations are held in
the custody of a bank or trust company satisfactory to the Trustee in a segregated trust
account in the trust department separate from the general assets of su¢h custodian.

“Governor” shall mean the Governor of the Commonwealth or the Lieutenant Governor of the
Commonweslth at any time under the laws of Commonwealth the Lreutenant Goveritor is permitted to act in the

Governor’s stead., ; . . o . (I

“Hedge Provider” shall mean the counterparty with whom the Commonwealth enters into a Qualifi ed
Hedge Agreement.

“Highway Fund” shall mean the Highway Fund of the Commonwealth so desicnated by Section 34 of

Chapter 90 of the General Laws, as amended, or any other fund or account of the Qommonwealth or any agency

thereof created in replacement thereof.
“Initial Notes™ shall mean the 1998A Notes.

“Insured 1998A Notes” shall mean the 1998A Notes maturing on December 15,2007 and June 15,2013
and bearing interest at a rate of 5.5% per annum.
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“Insured 2000A Notes” shall mean the 2000A Notes maturing on: (a) December 15, 2007 and bearing
interest at the rate of 4.60% per annum; (b) December 15, 2012 and bearing interest at the raie of 5.75% per annum;
and (¢) December 15, 2013 and bearing interest at the rates of 5.00% and 5.75% per annum, respectively.

“June 15 Debt Service Requirement™ shall mean with respect to any period ending on June 15 the Note
Debt Service Requirement with respect to all Notes then Outstanding on such June 13. .

“Liquidity Facility” shall mean any agreement with a bank, trust company, insurance company, surety
company, pension furd or financial institution under Whmh it agrees to purchase Tencier Notes, oo

“Maxmum Seml Annual Debt Service” shal! mean $ 108 mllhon

“MBIA“ shall mean MBIA Insurance Corporatlon s bond insurer w;th respect to the Insured 1998A -
Notes. . ‘ , : T

“Note Payment Date” shall mean with respect to Notes, other than Variable Rate Notes, each Decembér 13
and June 15, commencing December 15, 1998 with respect to the 1998A Notes, June 15, 1999 with respect to the
1998B Notes, and June 15, 2001 with respect to the 2000A Notes, and with respect to Variable Rate Notes, the first
business day of each month commencing with the first month following the date of issuance of such Variable Rate
Notes or otherwise as specified in the Applicable Supplemental Trust Agreement for such Variable Rate Notes.

“Noteholder”.or “Holder,” when used with reference to Notes, shall mean the Registered Owner of the
Notes from time to time as shown on the reglster for a partlcular Series of NotEs held by the Paying Agent for such
Series of Notes. . oot Tt _ )

“Note Debt Service Reqiiire'ment shall mean, for any period of calculation or with respect to any date, the
aggregate of the interest; principal amount, and Sinking Fund Payments due or to become due other than by reason
of redemption or tender for purchase at the option of the Commonwealth or the registered owner of any Notes on all
Notes Quistanding during such period or on such date; provided, however, for purposes of this definition, the
scheduled principal and interest portions of the Accreted Value of Capital Appreciation Notes and the Appreciated
Value of Deferred Income Notes becoming due at maturity or by virtue of Sinking Fund Payments shall be included
in the calculations of accrued and unpaid and accruing interest or Principal Installments only during the period in or
date on which such amounts become due for payment, unless otherwise provided in the Applicable SuPpIementaI
Trust Agreement authorizing such Capital Appreciation Notes or Deferred Income Notes.

“Note Related Costs” shall mean aIl costs, fées and expenses of the Commonwealth incurred or related to
any Liquidity Facility, Credit Enhancement, Reserve Credit Facility, any remarketing or other secondary market
transactions, any fees of Bond Counsel, attotneys, financial advisors, Fiduciaries, remarketing agents, rebate )
consultants, accountants and others, retained by the Commonwealth in connection with a Ser:es, and any other fees,
charges and expenses that may be lawfully incurred by the Commonwezlth to a provider of any Credit
Enhancement, Liquidity Facility or Reserve Credit Facility, other than amounts paid as the Costs of Issuance for a
Series, to repay or reimburse any amoints paid by such provider due to a payment under such Credit Enhancement,
Liquidity Facility or Reserve Credit Facility and any interest on such repayment obhgatlon unless afy such amount
constitutes a Note Debt Servme Requlrement for such Series.

“Notes" sha.ll mean any of the Notes of the Commonwealth authentxcated and delwered under the ‘Trust
Agreement.

“Obligation Authority” shall mean the annual limitdfion on the amount of eligible costs under Title 23 of
the United States Code that the Commonwealth may obligate with respect to the Federal Highway Construction
Program during a given Federal Fiscal Year, as specified in annual Federal appropriations acts. -

“Qutstanding,” when used with reference to Notes, shall mean as of a particular date, all Notes theretofore
and thereupon being authenticated and delivered except (i) any Note cancelled by the Commonwealth or a Fiduciary
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at or before said date, (i) any Note in lien of or in substitniion for which another Note shall have been authent:cated
end delivered and (iil) Notes deemed to have been paid as described under “Defeasance”.

“Paying Agent” shall mean any paying agent or ,co-paying agent for Notes of any Serjes:

I

“Permitted Investments” shall mean and include any of the followm if and to the extent the same are at
the time leaal for mvestment of Commonwealth funds ) SR L

@
- (i)

E '(iii)l .

@)

ON

()

- i

(viif)

(i)

‘ prmclpaI) meeting the rating standards descnbed in c!ause (i) above; 7 "

Goverhment Obligations;

direct obligations of, or obhgations guaranteed as to timely payment of prmcxpal and

- mterest by, FHLMC Fanni¢ Mae or the Federal Farm Crecht System;

‘demand and time dep051ts in or cerf::ﬁcates of deposit of, Or bankers’ acceptanées issued
“by, any bank or trust company, savings and loan association or savings bank, if such

deposits or instruments are rated in one of the two highest Rating Categories by any
Rating Agency then maintaining a rating on any Notes Outstandmg and the long-term
unsecured debt obligations of the institution holding the related account are rated in one
of the two highest Ratmg Catevones by any Rating Agency then mamtammur a rating on

"any Notes Outstandm . }

general obhoratlons of, or obligations guaranteed by, any state of the United States or the
District of Columbia rated in one of the two hzghest long-term Rafing Categones by any
Rating Agency then maintaining a rating on any Notes Outstandmg, : e
commercial or finance company paper (including both non-mterest-bearmg discount
obligations and irterest bearing obhaatlons payable on demand or on a specified date not
more than one year after the date of issuance thereof) that is rated in one of the two
highest Rating Categories by any Rating Agency then maintaining a rating on any Notes
Outsta.ndmg, . .

repurchase obligations with respect to any security described in clause (1) oL (u) above
entered into with & broker/dealer, depository instifution or trust compauy (actmc as

PR
e

P
securities bearing interest or sold at a discount that are issued by any corporatxon

incorporated under the laws of the United States of America or any state thereof and rated
in one of the two highest Rating Categories by any Rating Agency then maintaining a
rating on any Notes Outstanding at the time of such investment or contraotuaf

" commitment providing for such investment; provided, however, that securmes issued by

any such corporation will not be Permitted Investmerits to the extent that investiment
therein would cause the then outstanding principal amount of securities 1ssued by such

* corporation that are then held to exceed 20% of the aggregate prmc1pa1 amount of all

Permitted Investments then held;

units of taxable money market funds which funds are regulated investment companies
and seek to maintain a constant net asset value per share and have been rated in oné of the
two highest Rating Categories by any Ratmg Agency then mamtammo a ratmg on any
Notes Qutstanding;

investment agreements or guaranteed investment contracts rated, or with any financial
institution whose senior long-term debt obligations are rated, or auaranteed by a financial
institution whose senior long-tenn debt obligations are rated, at the time such agreement
or contract is entered into, in one of the two hlahest Rating Catecones for comparable '

AT




types of obligations by any Rating Agency then rnamtammg a ratmg on any Notes
Outstanding;

(x) investment agreements with a corporation whose principal business is to enter into such
agreements if (a) such corporation and the investment agreements of such corporation are
each rated in one of the two highest Rating Categories by any Rating Agency then
maintaining 2 rating on any Notes Outstanding and (b) the Cornmonwealth has an option
to terminate each agreement in the event that such ratmg is downgraded below such two
highest Rating Categories; or

(xi)  any agreement providing for the purchase by the Commonwealth or the Trustee of
: Permitted Investments described above from a finaricial institution at the time of

execution of the agreement, from time to time during the term of the agreement or any

_ combination thereof in exchange for valuable consideration from the financial institution,
which consideration may be (2) payable at the time of execution of the’ agreement, from
time to time during the term of the agreement or any combination thereof, (b) expressed

_in terms of a yield to the Commonwealth or the Trustee on the purchase of such
Permitted Investments, {c) an agreement by the ﬁnancxal 1nst1tutlon to purchase the

Permitted Investments at a price specified in the agreement, or (d) in such other form as
the Commonwealth or the Trustee and the finaricial 1nst1tunon ay agree; provided that,
a specific written agreement governs the transactlons

provided that no Permitted Investment may (a} evidence the right to recejve only interest with respect to the
obligations underlying such instrument or (b) be purchased at a price greater than par if such instrument may be
prepaid or called at a price less than its purchase price prior to its stated maturity.

“Pledged Revenues” shall mean all Federal Highway Reimbursements received by the Commonwealth and
any other moneys deposited to or held for the credit of the Federal Highway Grant Anticipation Note Trust Fund
(other than in the Project Fund) so long as any Notes remain ¢ Outstandmg

“Prmélpal Instailment” sha]l mean, as of any particular date of computation and with respect to Notes of a

Notes which would at or before said future date be renred by reason of the payment when due and application in
accordarice with the Trust Agreement of Sinking Fund Payments payable at or before said future date for the )
retirement of such Outstanding Notes, plus (ii) the amount of any Smkmg Fund Payment payable on said firture date

for the retirement of any Outsta.ndmg Notes of said Senes -

“Qualified Hedge Agreement” shall mean an interest rate exchange or similar agreement between the
Commonwealth and a Hedge Provider relating to the Notes and based upon a notional amount, where (f)(2) the
Hedge Provider, or the person who guarantees the ohhgatmn of the Hedge Provider to make any payments due to
the Commonwealth, has unsecured 1ong-term obligations rated, or (b) the hedge agreement itself is rated, in each
case as of the date the hedge agreement is entered into, by any Rating Agency then maintaining a rating on the Notes
Outstanding in one of the two highest Rating Categories of any such Rating Agency then maintaining a rating o the
Notes Outstanding but in no event lower than the Rating Category demgnated by such Rating Agency for the Notes
Outstanding subject to such hedge agreement or (ii) the Commonwealth recewes a Ratmg Conf'umatlon with respect
to entering into such agreement :

“Ratlng Agency” shall mean any of Duff & Phelps Credit Rating Co ; Fitch IBCA, Inc. a.nd Moody’s
Investors Service, Inc, and their respective successors or assigns.

, ' . “Rating Categories” shaIl mean rating categories as published by a Rating Agency in its written
compilations of ratings and any written supplement or amendment thereto and any such Rating Category shall be
determined on the generic rating without regard to any mod:fiers and _unless otherwme specified or in an Apphcab]e
Supplemental Trust Agreement, shall be long term ratings.
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“Rating Confirmation” means evidence that no Note ratmg then in effect from a Ratmcr Acency_ WIII be |
withdrawn or reduced solely as a result of an action to be taken under the Trust Agreement. e

“Rebate Fund Requirement” shall mean as of any date of calculation, an amourit equal to the ac.gregate of
the amounts, if any, caleulated it accordatice with each Applicable Supplemental Trust Agreemient- authonzmg the
issuance of a Series of Tax Exempt Notes as the amount required to be maintaired in the Rebate Fund thh respect
to such Notes. oo

. “Refunding Notes” shall mea any of the Notes authonzed by the Triist Ag,reement ‘A oo _ -l "

“Registered Owaer” or “Owrlers” shall mean the re°1stered gwner of a Note ofa partmular Senes of Notes —-
as shown on the register for such Series of Nofes, oL

“Reimbursement Obligation” shall have the meaning given such term in the Trust Agreement. e

“Reserve Credit Facility” shall mean one or more of the following: ) _—

S T

AR

(i) an irrevocable, unconditional and unexpired Ietter of credit or other financial commitment
issued by a banking institution the unsecured lona-term obligations of whxch are rated in
" oné of the two highest Rating Categories by any Ratma Agencythen mamtauung a rating
on the Notes Outstanding or, lf any such Rating Agency does not mamtam a ratmo on b -
such bankmg 1nst1tution it shall prowde aRatma Conﬁrmatxon or . : E s
(if) an irrevocahle and uncondmonal policy o policies of i msura.nce in ﬁlll force and effect
and issued by a mumczpal bond insurer having a rating m one of the two hlghest Rating
Categories from any Rating Agency then maintaining a ‘rating on the Notes Outstanding,
or, if any such Rating Agency does not maintain a ratmg on such insuzer, it shall prowde
a Ratmv Confl rmatlon ; o
in each case prowdmg for the payment of sutns for the payment of Prmcxpal Insta!Iments and mterest on Notes n
the manner provided under the Trust Agreement. .

“Secretaries” shall mean collectively the Secretary of Administration and Fmance and the Secretary of
Transportation and Construction. , o o e

“Secretary of Administration and Finanee” shall mean the Secretary of the Executlve Ofﬁce for " !
Administration and Finance of the Commonwealth ar any desxanee actmg in the Secretary § stead. - s o

e .:‘.

“Secretary of Transportation and Construction” shall mean the Secretary of the Exéctitive Office of -
Transportation and Construction of the Commonwealth or any designee acnng in the Secretary s stead,

“Series” when used with respect to less than all of the Notes, shail mean such Notes desxgnated asa Senes
of Notes pursuant to a Supplemental Trust Agreement. N ,

“Sinking Fund ‘Payment” shali mean, 2s of any particular date of computation and with respect to Notes of
a particular Series, the amount of money required by any Supplemental Trust Agreerhent 1o be paid by the '
Commeonwealth on a single future date for the retirement of any Outstanding Notes of said Series which mature after
said future date, but does not include any amount payable by the Commonwea]th by reason of the redemptmn of
Notes at the election of the Commonwealth.

o

i

o .-.

“State Treasurer” shall mean the Treasurer and Recewer~Genera1 of the Commonwealth e_ any Deputy
Treasurer of the Commonwealm acting on the State Treasurer’s behalf.

M




“Supplemental Trust Agreement” shall mean any Trust Agreement of the Commonwealth amending or
supplementing the Trust Agreement adopted and becoming eff‘ectwe in accordance w1th the terns of the Trust
Agreement, . ; -

.. “Tax Exempt :Notes' shall mean any Notes accompanied by a Bond Counsel’s opinion upon the original |
issuance thereof that the interest on such Netes is not includable in the gross mcome of the holder thereof f'or ’ ‘ B
Federal income tax purposes. Lo e

“Trust Agreement Obligations” shall mean, with respect to any period or date of calculation, the sum of the
Note Debt Service Requirement durmg such period or on such date, plus all Note Related Costs due or to become

due during such period or on-such date, plus required deposits, if any, to the Rebate Fund and Debt Service Liquidity
Account durmg such period or on such date,

“Trustee™ shall mean the trustee appointed in accordance with the Trust Agreement- and its successor or
successors and any other corporatmn whxeh may at any time be substrmted in its place pirsuant to the Trust
Agreement. _ o - e

—esE——c -

The Pledge R

There axe pledged for the payment of prmc1pa1 and Redemptwn Pnce of and mterest on the Notes (i) the
Pledged Revepues, (i) all mongys, securities and Reserve Credit Facilities and any investment earnings with respect
thereto, in all Funds and Accounts established by or pursuant to the Trust Agreement other than the Project Find
and the Rebate Fund, (iii) any amotmnts payable to the Commcnwealth by a Hedge Provider pursuant to a Qualified
Hedge Agreement, and (iv) solely uport the occurrence and during the continuation of 4 True-up Condition, the
Altematwe Revenues (coIlectwer, the “Pledged Funds™), The full falth and credit of the Commonwealth has not
been pledged to the payment of the Notes. ... . .

O . ,_

The Commonwealth may in any Supplemental Trust Agreement pledge any Additional Pledged Funds or
portions thereof which the Commonwealth may lawfully pledge to the payment of amounts due under the Trust
Agreement. From and after the date of such Supplemental Trust Agreement such amounts shall be deemed part of =
the Pledged Funds under the Trust Agreement

Trust Agreement to Constitute Contract

The Trust Agreement constitutes a contract between the Commonwealth and the registered owners from
time to time of the Notes, and the pledge made therein and the covenants and agreements therein set forth to be
performed by or on behalf of the Commonwealth shall be for the equal benefit, protection and security of the .
registered owners of any and all of the Notes, all or which, regardless of the time or times of their issue or maturity,
shall be of equal rank without preference, priority or distinction of any of the Notes over any other thereof, except as
otherwise expressly provuied inor penmtted by the Trust Agreement, o - . o

Authorization of Notes

The Commonwealth is authorized to issue one or more Semes of Notes under the Trust Agreement, which
Notes may be issued without limitation as to amount except as provided in the Trust Agreement with respect to
Additional Notes or as l1m1ted by law. The Notes may be issued as Fixed Rate Notes, Vanable Rate Notes, Tender

The Commonwealth may issue Notes (“Variable Rate Notes”) which prowde fora vanable adjustable,
convertible or other similar rates of interest, not fixed as to percentage at the date of issue for the term thereof. Any
Variable Rate Notes shall bear a ceiling (the “Vanab[e Rate Ceﬂmg”) on the mterest payable thereunder

The Commonwealth may provide that any Series of Notes may mciude an optlon exerc1sable by the
registered owners thereof to have such Notes (“Tender Notes™) either repurchaséd or redeemed prior to the maturity
thereof. Any Tender Notes must be secured at all times by a Liguidity Facility providing for the repurchase or
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payment of any tender price of Tender Notes which have not been remarketed upon tender of such Notes and any
accrued and unpaid interest due on such Notes upon the tender date thereof. The provider of any such Liquidity
Facility shall have a rating on its short term obligations within the hlghest Ratlna Cateaory from any Ratmg Agency
then maintaining a rating on the Notes Outstandmo S

The Commonwealth may issue Note_s (“Discount.Notes”) which either bear a zero stated rate of interest or
bear a stated rate of fnterest such that such Notes are sold at a price less than the aggregate principal amount thereof
in order to provide such yield thereon as deemed appropriate and desirable thereon by the Commonwealth. The
Commonwealith may provide for the determination of the “principal amount” and “interest” payable on sych Notes."
The 1998A Notes maturing on December 15, 2014 and June 15, 2015 are Discount Notes and bear a zero stated rate
of interest. For all purposes under the Trust Agreement, the principal amount of such 1998A Notes shal] be
$36,680,000 and $36,580,000 respectwely, less any portion thereof no longer Outstanding. The 1998B Notes .
maturing on June 15, 2012 are Discount Notes and bear a zero stated rate of interest. For all purposes under the
Trust Agreement, the principal amount of such 1998B Notes shall be $16,553,000 less any portion thereof no longer
Qutstanding. _

Addltmnal Notes

One or more Series of Addn:;onal Notes may be ISsued for the purpose of (1) paying costs of the CA!T
Project, (ii) the making of deposits in the Debt Service Fund and the Debt Service Liquidity Account, (iii) the
payment of the Costs of Issuance of such Notes, or (iv) any combination of the foregoing.

Additional Notes may be issued only upon the delivery, ainoncr other items, of the foliowina-

@ A Bond Counsel’s opinion with respect to the vahdlry of the Add1t10nal Notes and the
enforceability of the pledge under the Trust Agreement; - Lo

@D A certificate of an Authorized Officer to the.effect that the Adjusted Note Debt Service
Requirement to be due and ‘payable durmg any semi-anmal period ending on December
15 or June 15 with respect to the Qutstanding Notes plus the Additional Notes, does not
.exceed the Maximum Semi-Annual Debt Service or a Rating Confirmation if such '
Adjusted Note Debt Service Requlrement does eXc:eed Maxxmum Semi-Annual Debt
Service; S S - E

Cae e b

(iif} A certificate of an Authorized Off cer thh respect to the mterest to be due on the
Additional Notes to substantially the following effect:-

- {A) that the amount of Federal Highway Reimbursements expected to be
- recewed from the date of issuance of the Additional Notes to the end of the then current
. Federal Fiscal Year and to be retained in the Revenue Account for the purposes of
paying Debt Service on such Additional Notes will be at least equal to 120% of the i
- Trust Agreement Obligations to be due and payable with respect to the Additional Notes
during the next succeeding Federal Fiscal Year, other than any portion of such Trust -+
Agreement Obligations to be paid from proceeds of the Additional Notes or other .
available amounts deposited with the Trustee for such purpose; and
e L R .
(B) that the Trustee shall have on deposit on the date of isstance of such
Additional Notes, either from a portion of the proceeds of such Additional Notes or
from_other amounts available for such purpose, an amount sufficient to pay the Note .
Debt Service Requirement payable with respect to the Additional Notes during the
remainder of the Federal Fiscal Year in which the Additional Notes are issued;

iv A certificate of an Authorized Officer to the effect that the ecfgrecate et proceeds |
(iv) P

received by the Commonwealth with respect to all Notes previously issued, other than
any Refunding Notes, plus the net proceeds of the Additional Notes does not exceed .
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$1,500,000,000, or if such aggregate net proceeds do exceed 31, 500 000 000 a Ratmg .

Confirmation; and

(v} A certificate of an Authorized Officer setting forth the Advance Construction Balance as

of a date within 30 days of the date of issuance of the Additional Notes and further to the "

effect that the Commonwealth is in comphance with its covenant pértaining to the
Advance Construction Balance.

Refunding Notes

One or more Series of Refunding Notes may be issued for the purpose of refunding all or any part of the
Notes of one or more Series Outstanding ‘upon dclwery, among other 1tems of the fOIIOW1ng ) i

M An opinion of Bond Counsel as described above nnder “Additional Notes”; o

(i) A certificate of an Authorized Officer to the effect that the Adjusted Note Debt Service

Requirement to be due and payable during any semi-annual period ending on December

15 or June 15 with respect to the Cutstanding Notes plus the Refunding Notes does not
exceed the Maximum Semi-Annual Debt Service ot a Ratinig Confirmation if such
Adjusted Note Debt Service Requirement does exceed Maximum Seml—AnnuaI Debt
Service; and

(i)  Anamount of money or Defeasance Obligations sufficient to éffect payment at mamnty
or redemption of the Notes to be refunded.

Creation of Liens; Other Indebtedness

Except as otherwise expressly provided in the Trust Agreement, the Commonwealth may not issne any
Notes, notes or other evidences of indebtedness, other than the Notes, secured by a pledge of or other lien on the
Pledged Funds or any other moneys, securities and funds held or set aside by the Commonwealth or by the
Fiduciaries under the Trust Agreement, and shall not otherwise create dr'caust to be created any lien or charge on
such Pledged Funds, moneys, securities and funds. The Trust Agreement permits the issuance of other indebtedness
secured by a subordinate lien on Pledged Funds, and other ‘indebtedness sécured by a lien on that portion of the
Gasoline Tax or any other amounts not included as Pledged Funds

Credit Enhancement Liquidity Facilities

The Commeonwealth may obtain or cause to be obtained Credit Enhancement or a Liquidity Facility
providing for payment of all or a portion of the principal, premium, or interest due or to become due on such Notes
or providing for the purchase of such Notes or a portionthereof. In connection therewith the Commonwealth may
agree with the issuer of such Credit Enhancement or Liquidity Facility to reimburse such issuer directly for amounts
paid urider the terms of such Credit Enhancement or Liquidity Facility, together with interest thereon. Such
reimbursement obhgatwn may be subject toa l1en on Piedced Funds ona parity with the lien created under the Trust
Agreement.

Qualified Hedge Agreements

The Commonwealth may from time to time enter into Quahﬁed Hedge Agreements with a Hedge Prowder
with respect to all or a portion of the Notes of any Series Outstanding. The obligations of the Commonwealth
thereunder may be secured by a pledge of the Pledged Funds; provided, however, that such security shall be
expressly subordinate to the security for the Notes Outstandmg

Any amounts paid to the Commboriweaith pursuant to a Qualified Hedge Agreement shall be dep051ted in
the Revenue Account. Ary amounts payable by the Commoenwealth under a Quahﬁed Hédoe Agreement | may be
payable from any amotints lawfully available to the State Treasurer for such purpose. Upon the issuance of" a:ny



Additional Notes or Refunding Notes, the Authorized Officer shall set an interest rate (the “Assumed Hedge Rate™)
which the Authorized Officer reasonably determines will be the average interest rate which will be payable for the
- mext succeeding twelve consecutive months on the notional amount under any Qualified Hedge Agreement

establishing a variable interest rate for Fixed Rate Notes, - ’ . o e e,

Establislim-ent of Funﬁé a-l_ld' Aécounts .

Tﬁe foliowing funds and accounts shall belés_ta‘t;i_.i_,shed and shall be h'éld by the Trustéé? ) . S -

@)  Redemption Fund:

()  DebtServiceFund; . . . .. . ThlC T

g (A) .Tune 13 b;ebt Sérvice Pai,rr;n;;nt Aécouﬁt; L .A _ o L N
. (B) Decenber 15 Deb sérvicé.lgag}mém ;gccgur;t; S
(C), Defeasancé Accoﬁﬁt o _ R ‘
(i) VAltérr;a-firve Revenuc;.s Fund; o C ’ ‘ SR
(A) Resérve Account; and ' ) |

(B) Debt Service Liquidity Account S

(v)  NoteRelated Costs Fund;and ~ - " R

- . - . . - - Y
5y

W ‘Rebate Fund.

Such funds, except the Rebate Fund, are subject to the pledge created under the Trust Agreement.

of

The State Treasurer shall establish a Revenue Actount to be maintained as part of thé Federal Highway *

Grant Anticipation Note Trust Fund and to be held by the Trustee so lorig as Notes shail remain Outstaniding which’
Account shall be subject to the pledge created under the Trust Agreement. The State Treasurer shall establish the -

Project Fund to be maintained as part of the Federal Highway Grant Anticipation Note Trust Fund and to be held by
the State Treasurer so long as Notes shall remain Outstanding, which Fund shall not be subject to the pledge created
by the Trust Agreemnent. o e o s bt

Project Fund L

Except as otherwise provided in the Applicable Supplemental Trust Agreement, the Stafe Tredsurer shall
deposit in the Project Fund the amounts, if any, provided in such Applicable Supplemental Trust Agreement as
necessary to pay the Costs of Issuance of such Series and to pay costs of the CA/T Project fifianced by such Series.

, Such amounts shall be applied by the State Treasurer to the paymient of the Costs of I$Suance of the related
Series of Notes, to the extent authorized by an Applicable Supplemental Trust Agreement and otherwise authorized
by law and to pay the costs of the CA/T Project for which such Notes haVé been issued. The Stite Treasurer may’ -
allocate such amounts heid to pay the costs of the CA/T Project in ‘accordance with the provisiotis thereof and the °
provisions of applicable law. Investment earnings received by the State Treasuret'on any procesds of Notes shall be

promptly transferred to the Trustee for deposit in the Revenue Account. e o

Revenue Account -

]

The State Treasurer shall deliver to the Trustee within two business days of recéipt, commencing With the’

date of issuancé of the Initial Notes, Pledged Revenues collected by the Commonwealth. Immediately upon receipt
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thereof, the Trustee shall deposit in the Revenue Account all Pledged Revenues paid to the Commorivealth and any
other moneys deposﬂ:ed with or paid to the Trustee for application in accordance Wlth the Trust Agreement

On or before October 10 of each Federal Fiscal Year (or the next following business day), the State
Treasurer, with the written concurrence of the Secretaries, shall deliver to the Trustee a statement of available
revenues with respect to said Federal Fiscal Year (the “Statement of Available Revenues™), which shall set forth the
amount of Federal Highway Reimbursements expected to be received by the Commonweaith during such Federal
Fiscal Year and shall be based upon such information as the State Treasurer shall deem relevant, including without
limitation, information obtained from the Executive QOffice for Administration and Finance and the Exscufive Office
of Transportation and Construction. The Statement of Available Revenues shall set forth (i) the amount of Federal
Highway Reimbursements expected to be received by the Commonwealth for the then current Federat Fiscal Year,
(ii) any deficiency in any Funds and Accounts with respect to Trust Agreement Obligations due and payable in the
then current Federal Fiscal Year, and (iii) the Trust Agreement Obligations then expected to be due and payable
during the following Federal Fiscal Year. The statement of Trust Agreement Obligations shall set forth separate
amounts for the Note Debt Service Requirement, the aggregate Note Related Costs expected to be due and payable
during such period and deposits, if any, to the Rebate Fund and Debt Service Liquidity Account. The State
Treasurer, with the written conourrence of the Secretaries, shali from time to time promptly deliver to the Trustee a
revised Statement of Available Revenues upon receipt of notice or knowledge of any changed circumstance that
would, in the judgment of the State Treasurer, materially change the prior Statement of Available Revenues.

Notwithstanding any other provision of the Trust Agreement to the contrary, if the Statement of Available
Revenues includes any deficiency in any Fund or Account with respect to Trust Agreement Obligations due and
payable in the then current Federal Fiscal Year, all Federal Highway Reimbursements received from and after the
date of such Statement of Available Revenues shall be applied first to satisfy any such deficiency. For purposes of
the Trust Agreemeént, the amount of Federal Highway Reimbursements expected to be received by the
Commonwealth for any Federal Fiscal Year shall be net of the amount of any deficiency (whether or not such
deficiency has been satisfied) set forth in a Statement of Available Revenues.

If the Statement of Available Revenues projects that (i) the amount of Federal Highway Reimbursements
expected to be received by the Commonwealth during the current Federal Fiscal Year shall be equal to or greater
than one hundred twenty percent (120%) of the Trust Agreement Obligations due durmg the following Federal
Fiscal Year, then the Trustee shall, at the direction of the State Treasurer, transfer to the State Treasurer, Federal
Highway Reimbursements received by it during the period beginning on the later of Ogtoher 10 and the date of
delivery of the Statement of Available Revenues and ending on the earlier of Deceinber 15 and the date on whlch
the difference between the amount of Federal Highway Reimbursements expected to be received by the -
Commanwealth during the then current Federal Fiscal Year, as set forth in the most recent Statement of Ava:lable
Revenues delivered to the Trustee, minus the amount of Federal Highway Reimbursements received by the
Commonwealth to date in such Federal Fiscal Year shall equal 120% of the Trust Agreement Obligations due in the
following Federal Fiscal Year, as set forth in the most recent Statement of Available Revenues delivered to the . .
Trustee, in the amounts and at the times specified, for application as permitted by law, free and clear of the lien of
the Trust Agreement. - -

If the certification described in the nnmedmtely precedmg paragraph has been gwen commencmg on the
earlier of the December 15 following delivery of such cerfification and the date on which the difference between the
amount of Federal Highway Re_unbm_‘sqma_gts expected to be received by the Commonwealth during the then current
Federal Fiscal Year, as set forth in the most recent Statement of Available Reveniteg delivered to the Trustee, minus
the amount of Federal Highway Reimbursements received by the Commonwealth to'date in such Federal Fiscal
Year shall equal 120% of the Trust Agreementbbhgatmns due in the following Federal Fiscal Year, as set forthin
the most recent Statement of Avaﬂable Revenues delivered to the Trustee, the Trustee shall then transfer all Federal
Highway Reimbursements received by it from the Rgv:nue Account first to the December 15 Debt Service Account
until the amoumt therein shall equal the December 15 Debt Service Requirement in such following Federal Fiscal
Year and second, in the following order, to the Note Related Costs Fund, the Rebate Fund and the Debt Service
Liquidity Account, until the date on which all Trust Agreement Obligations to be due and payable on or prior to
December 15 in the following Federal Fiscal Year, as set forth in the most recent Statement of Available Revenues
delivered to the Trustee, shall have been provided for. From and aftet such date until the earlier of the folIowmg
June 14 of such Federal Fiscal Year and the date on which the difference between the Federal Highway )



Reimbursements expected to be received by the Commonwealth during the then current Federal Fiscal Year, asset
forth in the most recent Statement of Available Revenues delivered to the Trustee, minus the amount of Federal
Highway Reimbursements received by the Commonwealth to. date in such Federal Fiscal Year, shall equal 120% of
the Trust Agreement Obligations payable after December 15 of the next succeeding Federal Fiscal Year, as set forth
in the most recent Statement of Available Revenues delivered to the Trustee, the Trustee shall, at the direction of the
State Treasurer, transfer Federal Highway Reimbursements received by it during such period to the State Treasuwer,
in the amounts and at the times specified, for application as permitted by law, free and clear of the lien of the Trust
Agreement. Commencing ¢n the earlier of the June 15 following delivery of such certification and the date on -

which the difference between the Federal Highway Reimbursements expected to be received by the Commonwealth
during the then current Federal Fiscal Year, as set forth in the most recent Statement of Available Revenues ..* '
delivered to the Trustee, minus the amount of Federal Highway Reimbursements received by the Commonwealth to
date in such Federal Fiscal Year, shall equal 120% of the Trust Agreement Obligations payable after December 15

of the next suceeeding Federal Flscal Year, as set forth in the most recent Statement of Available Revenues . ,
delivered to the Trustee, the Trustee shall then transfer all Federal Highway Reimbursements received by it from the
Revenue Account first to the June 15 Debt Service Accourit until the amount therein shall equal the June 15 Debt
Service Requirement in such following Federal Fiscal Year and second, in the following order, to the Note Related
Costs Fund, the Rebate Fund and the Debt Service Liquidity Account, until the date on which all Trust Agreement
Obligations to be due and payable in the following Federal Fiscal Year shall have been provided for. From and after
such date until the following September 30, the Trustee shall, at the direction of the State Treasurer, transfer Federal
Highway Reimbursements received by it during such period to the State Treasurer, in the amounts and at the tlmes
specified, for application as pérmitted by law, free and clear of the lien of the Trust Agreement.

If the Statement of Available Revenues projects that the armnount of Federal Highway Reimbursements
expected to be received by the Commonweaith during the curent Federal Fiscal Year shall be less than one hundred
twernty percent {120%) of the Trust Agreement Obligations due during the following Federal Fiscal Year, then the
Trustee shall transfer all Federal Highway Reimbursements received by it thereafter from the Revenue Account first
to the December 15 Debt Service Account until the amount therein shall equal the December 15 Debt Service
Requirement, second, to the June 15 Debt Service Account until the amount therein shall equal the June 15 Debt
Service Requirement and third, in the following order, to the Note Related Costs Fund, the Rebate Fund and the
Debt Service Liquidity Account, until the date on which all Trust Agreement Obligations to be due and payable in
the following Federal Fiscal Year, as set forth in the most recent Stateruent 6f Available Revenues delivered to the
Trustee, shall have been provided for. . ; :

Notwithstanding the foregom If on October 1 of any Federal Fiscal Year and so long as the Trustee shall
not have received any certification required to be delivered to it ‘with respect to such Federal Fiscal Year, the Trustee
shall retain all Federa) Highway Reimbursements until such time as the required certification is delivered, at which
time the Trustee may transfer amounts then held by it in accordance with such certification as if such certification
had been delivered at the required time. In addition, during the continuance of an Event of Default, the Trustee shall

retain all Pledged Revenues until such time as the Event of Default is cured or waived, at which time the Trustee
may transfer amounts then held by itas penmtted by the Trust Agreement as if such Event of Default had not o
occurred. N

Notwithstanding anvthing in the Trust Agreement to the contrary, if on any December 15 or June 15 the
Trustee holds funds in the Revenue Account and the amount then held in the December 15 Debt Service Account or
the June 15 Debt Service Account, as applicable, is less than the December 15 Debt Service Requirement or the June
15 Debt Service Requirement, as applicable, the Trustee shall immediately transfer all or any portion of the balance
then held first, in the Revenue Account and second, in the other Debt Service Account, to the applicable Debt
Service Account in order to cause the balance therein to equal the December 15 Debt Service Requirement or Jine
15 Debt Service Requirement, as applicable.

At any time the State Treasurer, with the written concurrence of the Secretaries, may direct the Trustee to
transfer an amount of Federal Highway Reimbursements and any other available funds then on deposit in the
Revenue Account and otherwise availeble to be transferred to the State Treasurer free and clear of the lien of the
Trust Agreement, to the Redemption Fund or the Defeasance Account for the purpose of redesming or defeasing the
principal amount of Notes Qutstanding as set forth in said certificate, provided, however, that on and after July 1,
2002, except to the extent necessary to pay Trust Agreement Obligations due and payable in any Commonwealth
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Fiscal Year, no more than fifty percent {50%), or such other percentage as may be permitted by law, of the amount
apportioned by law to the Commonwealth in any Federal Fiscal Year with respect to the Federal Highway
Construction Program shall be applied in the Commonwealth Fiscal Year ending on June 30 of such Federal Fiscal
Year or in the Commonwealth’s Fiscal Year, commencing on July 1¥ of such Federal Fiscal Year to the payment of
Trust Agreement Obligations, including without limitation, the payment or defeasance prior to maturity of the
principal of and interest on Notes Outstanding. Except in connection with the redemption or defeasance of any
Notes as a result of the conversion of a portion of the Advance Construction Balance, any transfer of Federal
Highway Reimbursements to either the Redemption Fund or Defeasance Account shall be revocable by the State
Treasurer until the later of (i) June 20 of the, Commonwealth Fiscal Year in which such transfer was made and (i)
the date on which the State Treasurer shall deliver to the Trustee a notice of redemption or defeasance specifying the
principal amount of Notes to be redeemed or defeased and, if applicable, the redemption date of such Notes (the
“Notice of Redemption or Defeasance™), at which time such transfer shall be irrevocable.

The Trustee is authorized to accept at any time from the State Trcasurer, in addition to Pledged Funds, any
other moneys certified by the State Treasurer {o be lawfully available for carrying out or satisfying any purpose =
under the Trust Agreement, The Trustee shall deposit such moneys in the Fund or Account, as the State Treasurer
may direct, and, provided no Event of Défault shall then be ocowrring under the Trust Agreement and the amousts
then held in the Debt Service Accounts, the Debt Service Liquidity Account, the Rebate Fund and the Note Related
Costs Fund are at least equal to the applicable amounts then specified in the Trust Agreement, the Trustee shall
transfer such amount as the State Treasurer may direct, but not in excess of the amount received from the State
Treasurer, to the State Treasurer, for application as permitted by law, free and clear of the lien of the Trust
Agreement. : .

Debt Service Fund

The Trustee shall pay out of the applicable Debt Service Account in the Debt Service Fund to the .
respective Paying Agents for any Notes (i) the amount required for the interest and Principal Installments payable on
the interest payment dat¢ and (ii) the amount required for the payment of interest and Redemption Price on the Mofes
then to be redeemed. If the amount accumulated in the applicable Debt Service Account in the Debt Service Fund is
insufficient to'make the payment due from such Account for either of the purposes specified above, the Trustee shall
transfer any available amount in'the other Debt Service Avcount to the extent necessary to make up the deficiency.
Amounis accumulated in the applicable Debt Service Account in the Debt Service Fund with respect to any Sinking
Fund Payment (together with amounts accumulated therein with respect to interest on the Notes for which such
Sinking Fund Payment was established) may be applied prior to the forty-fifth (45th) day preceding the due date of
such Sinking Fund Payment to (i) the purchase of Notes of the Series and maturity for which such Sinking Fund
Payment was established, at prices not exceeding the applicable sinking fund Redemption Price plus interest on such
Notes to the first date on which such Notes could be redeemed (or in the case of a Sinking Fund Payment due on the
maturity date, the principal amount thereof plus interest to such date), such purchases to be made in such manner as
the State Treasuret shall arrange, or (if) the redemption of such Notes then redeemable by their terms. The
applicable Redemption Price or principal amount (in the case of maturing Notes) of any Notes so purchased or
redeemed shall be deemed to constitute part of the applicable Debt Service Account in the Debt Service Fund untii.
such Sinking Fund Payment date for the purpose of calculatmg the amount of such Fund.

In satisfactlon in whole or in part, of any amount reqmred to be paid into the Debt Service Fund which is
attributable toa Sinking Fund Paymert, there may be delivered on behalf of the Commonwealth to the Trustee
Notes of the Series and maturify entitled to such payment. All Notes so delivered to the Trustee in satisfactior of a
Sinking Fund Payment shall reduce the amount thereof by the amount of the aggregate of the sinking fund
Redemption Prices of such Notes. B

Redemption Fund

The Comrmonwealth may deposit in the Redemption Fund any moneys, including Pledged Funds, not
otherwise required by the Trust Agreement to be otherwise deposited or applied. If at any time the amount on
deposit and available therefor in the Débt Service Fund is insufficient to paythe principal and Redemption Price of
and interest on the Notes then due, the Trustee shall withdraw from the Redemption Fund and deposit in the
applicable Debt Service Account in the Debt Service Fund the amount necessary to meet the deficiency (other than
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amounts held therein for the redemption of Notes for which a notice of redemption shall have been given). Subject °
to the foregoing, amounts in the Redemption Fund may be applied by the Commonvwealth to the redemption of *
Notes at prices not exceeding the applicable Redemption Prices (plus accrued interest) had such Notes been
redeemed (or, if not then subject to redemption, at the applicable Redemption Prices when next subject to
redemption), such purchase to be paid for by the Trustee at such times and in such manner as arrariged and directed
by an Authorized Officer. ' : o - T
Alternative Revenues

Not latet thah Decernber 15 0f each year, the State Treasiirer, after conisultation with the Secretarfes, shall
-certify to thé Governor, the Spéaker of the House, the Président of the Senate and the Trustee (i) the aggregate
amount appropriated by law from the Federal Highway Trust Fund for the purposes of carrying out the provisions of
Title 23 of the United States Code with respect to federal-aid highways for the then current Federal Fiscal Year and
(if) the projected Debt Service Coverage Ratio for the following Cormonwealth Fiscal Year. If (i) the amount of
federal appropriations so certified is less than $17.1 billion and (ii) such projected Debt Service Coverage Ratio i§
less than 120% (the combination of the conditions specified in clanses (i) and (i), while both such conditions '
persist, is referréd to as a “True-Up Condition™), the Governot shall include in the operating budget to be subinitted
to the General Court in accordance with Section 7H of Chapter 29 of the Gehéral Laws a recornmendation to
appropriate an amount equal to the Trust Agreement Obligations fo be due in said Commonwealth Fiscal Year, less
the sum of (x) the amount of any available funds on deposit in the Federal Highway Grant Anticipation Note Trust
Fund, the Debt Service Fund and the Note Related Costs Fund as of the date of the certification of the State |
Treasurer, minus (y) the portion of such amounts expected to be expended prior to the beginning of said
Commonwealth Fiscal Year o Trust Agreement Obligations due in the current Comrmionwealth Fiscal Year, plus (z)
any amount of Federal Highway Reimbursements expected to be received prior to the beginning of said o
Commonwealth Fiscal Year that will not be expended prior to the l?;e_ginning of said Commonwealth Fiscal Year.

At any time prior to the enactment of the General Appropriation Act, the State Treasurer shall, if necessary,
after consultation with the Secretaries, supplement the certificationveferenced in the immediately preceding
paragraph to reflect any changed circumstances known to the State Treasurer with respect to the amount of Federal
Highway Reimbursements expected to be'available to pay Trust Agreement Obligations in the applicable
Commonwealth Fiscal Year. Such certification shall be made promptly after the State Treasurer becomes aware of .
any changed circumstances that are material to such amount. -~ : - e e

If the certifications specified in the two immediately preceding paragraphs were given and indicated a need
for an appropriation of funds by the General Court, then, unless the State Treasurer, after consultation with the
Secretaries, certifies to the Governor, the Speaker of the House, the Prisident of the Senate and the Trustee no later
than July 20 of each Commonwealth Fiscal Year that the amount of finds in the Federal Highway Grant
Anticipation Note Trust Fund, the Debt Service Fund and the Nofe Related Costs Fund as of the end of the -
immediately preceding Commonwealth Fiscal Year is sufficient to pay the Trust Agreement Obligations due during
the then current Commonwealth Fiscal Year, the Alternative Revenues received during and after the current
Commonwealth Fiscal Year shall, as provided in the Trust Agreement, be deposited with the Trustee in the Reserve
Account prompily upon receipt by the Commontwealth and applied thereafter as further provided in the Trust
Agreement, all as described below under “Alfernative Revenues Fupd”; provided that notwithstanding any provision
of the Trust Agreement to the contrary, in the event the Trustee hglds an amount under the Trust Agreement during
any Commonwealth Fiscal Year af least equal to the Trust Agreement Obligations due and payable during such
Commonwealth Fiscal Year, which amount is available for payin such Trust Agreement Obligations without any
further appropriation or other legislative approval, the State Treafuver shall no longer be required to pay Alternative
Revenues to the Trustee pursuapt to the Trust Agreement during the reminder of such Commonwealth Fiscal Year.

Notwithstanding the foregoing provisions to the contrary, inthe event ant appropriation is enacted into law
with respect to any Commonwealth Fiscal Year from any available funds of an amount sufficient, together with
other available funds in the Federal Highway Grant Anticipation Note Trust Fund as of the end of the immediately
preceding Commonwealth Fiscal Year to pay the Trust Agreement Obligations due and payable during said o
Commonwealth Fiscal Year, the Staté Treasurer may, to the extent permitted under the Trust Agreement, deposit the
amount of such appropriation with the Trustee and direct the Trustee to transfer all or any portion of the Alternative
Revenues then on deposit in the Reserve Account in the Alternative Revennes Fund to the State Treasurer for crédit
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to the Highway Fund to be applied as provided by law; provided that no such transfer shall be made unless and until
the amount then held by the Trustee under the Trust Agreement is sufficient to pay all Trust Agreement Obhgatlons
during said Commonwealth Fiscal Year. )

Alternative Revenues Fund

If Alternative Revenues are required to be deposited with the Trustee, the Commissioner of Revenue shall
deliver to the Trustee within eight (8) business days after the end of each month, commencing with the end of July
in the applicable Commonwealth Fiscal Year, a certificate stating the amount of Alternative Revenue collected by
the Commonwealth during such month. Such amount shall be paid by the State Treasurer to the Trustee within two
(2) business days thereafter from amounts credited to the H1ghway Fund and dep051ted by the Trustee in the Reserve
Account and applied as set forth below. )

If Alternative Revenues are required to be deposited with the Trustee, and so long as the Actor other
applicable law shall require that the expenditure of Alternative Revenues is subject to appropriation for the purposes
described bejow, at the beginning of cach Commonwealth Fiscal Year after the adoption of the operating budget for
the Commonwealth for such Commonwealth Fiscal Year, the Secretary of Administration and Finance and the State

Treasurer shall cert:lfy to the Trustee the amount appropnated for such FlscaI Year for payment of the following
amounts: T I _ _ -

fi) the Note Debt Service Requifement for such Fiscal Year;

(i) that portion of the Debt Service Liquidity Account Reqmrement, lf any, to be
funded during such Commonwealth Fiscal Year;

(iii)  the Note Related Costs, if any, for such Fiscal Year; and
(iv) the Rebate Fund Reguirement, if any, for such Flscal Year

i{f amounts are appropriated for such purposes as an aggregate surh, such sum shail be a.llocated in the order
set forth above for the amounts set forth above and such certificate shall set forth such allocation. To the extent
additional amounts are appropriated during a Commonwealth Fiscal Year for any such purpose, the Secretary of
Administration and Finance and the State Treasurer shali also certify to the Trustee the amount of any such
supplemental appropriation. The aggregate amounts appropr!ated for each such purpose shall be referred to as an
“Appropriated Amount” for such purpose. . - -

If Alternative Revenues are required to be deposn:ed with the Trustee, the Trustee shall promptiy transfer
within two (2) business days of teceipt from amounts availeble in the Reserve Account to the following Funds and
in the following order:

(i To the December 15 Debt Service Account, an amount which together with other
amounts on deposit in such Account, will equal the December 15 Debt Service Account
Requirement; provided, however, that the aggregate amount deposited therein during a
Commonwealth Fiscal Year shall not exceed the Appropriated Amount during such

- Commonwealth Fiscal Year for such purpose unless the State Treasurer shall certify to
the Trustee that deposits of such amount shall not then be subject to appropriation; -

(i1) To the June 15 Debt Service Account an amount which together with other amounts on
deposit in such Account, will equal the June 15 Debt Service Requirement; provided,
however, that the aggregate amount deposited therein during a Commonwealth Fiscal
Year shall not exceed the Appropriated Amount during such Commonwealth Fiscal Year
for such purpose unless the State Treasurer shall certify to the Trustee that deposits of
such amounts shall not then be subject to appropriation;



- (i) To the Debt Service Liquidity Account, an amount equal to any amount necessary to

"~ . - cause the amount on deposit theréin to equal the Funded Debt Service Liguidity Account
Requirement; provided, that the aggregate amount deposited in the Debt Service
Liquidity Account during 2 Commonwealth Fiscal Year shall not exceed the
Appropridted Amount during such Commonwealth Fiscal Year for such purpose unless
the State Treasurer shall certify in writing to the Trustee that any dep051ts of any such
. amounts shall not be subject to approprlatmn S R TP, _,w'-ﬂ_-

Eooaeor.
T R

i

(iv) To the Note Related Costs Fund at such times aud in such amounts if any, as determmed
by the State Treasurer or otherwise set forth in an Applicable Supplemental Trust = .
Agreement as necessary to pay Note Related Costs; provided, however, that the aggregate
amount deposited therein during a Commonwealth Fiscal Year shall not exceed the

.. . Appropriated Amount during such Commonwealth Fiscal Year unless the State Treasufer
shall Certify to the Trustee that depos:.ts of such amounts shall not then be subjectto .
appropriation;
- R . . St ey ET L Ve e |
v To ,the Rebate Fund, the amount of the Rebate Fund Requirement, if any, determined,in
T accordance with an_Applicable Supplemental Trust Agreement; provided, however, that
the aggregate amount deposited therein during a Commonwealth Fiscal Year shall not
.. exceed the Appropriated Amount during such Commonwealth Fiscal Year unless the
' .., State Treasurer shall certify to the Trustee that dep051ts of such amounts shall not then be
subject to appropriation. L SR LT D T S IR

Upon deposit of the amounts described above and 5o long as there sha.ll be Appropriated Amounts
sufficient to pay the amounts set forih in subparagraphs (I} and (ii) above (if such appropriations shal] be required by
the Act or other provisions of law), the balance on deposit in the Reserve Account (less any amounts required to be
deposited under subparagraphs (iii), (iv) and (v) above for which there are not sufficient Appropriated Amounts) -
shall be transferred by the Trustee on the last business day of each month to the State Treasurer free and clear of the
lien of the Trust Agreement and may be thereupon applied to any purpose permitted by law. T

If at any time after Alternative Revenues are required to be deposited with the Trustee, the amounts on .
deposit and available therefor in the Debt Service Fund, the Note Related Costs Fund or the Redemption Fund are
insufficient to pay the principal, the Redemption Price of, and interest on the Notes then due, the Trustee shail
withdraw from the Debt Service Liquidity Account and deposit in the applicable Debt Service Account in the '‘Debt
Service Fund the amount necessary to meet the deficiency. Amounts so withdrawn from the Debt Service Liquidity
Account shall be derived, first, from cash or Permitted Investments on deposit therein and, second, from draws or
demands on Reserve Credit Facilities held as a part thereof upon the terms and conditions set forth in any such .
Reserve Credit Facility or as set forth in the Applicable Supplemental Trust Agreement setting forth such Reserve
Credit Facility. If the Trustee shall draw on any cash or Permitted Investments and Reserve Credit Facilities in the
Debt Service Liquidity Account, any amounts paid to the Trustee to replenish the amounts drawn shall be paid first
pro rata to the providers of the Reserve Credit Facilities as authorized under a Supplemental Trust Agreement and,
second, shall be deposited therein as a c:ash deposu:

If on any mterest payment date the amount on. deposﬂ in the Debt Servme qumdlty Account isin excess
of the Funded Debt Service Liquidity Account Requirement (calculated as of such interest payment date afier the
payment of the amount due on such date for the interest and Principal Installments on all Notes Outstandmg), the
Trustee shall transfer such excess from the Debt Service Liquidity Account, to the State Treasurer free and clear of
the lien of the Trust Agreement and such amount may be thereupon applied to any purpose permitted by law.

Whenever the Trustee shall determipe that the amount of cash and Permitted Investments on deposit in the
Debt Service Liquidity Account, together with all other funds available for the purpose, is equal to or in excess of
the Redemption Price of all Notes Outstanding, the Trustee, at the direction of an Authorized Offiger, shall transfer
the balance of such cash and Permitted Investments from the Debt Service Liquidity Account to the Redempnon
Fund in connection with the redemptxon of all Notes Outstandmg e e
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At any time, the Trustee shall, upon the written direction of an Authorized Officer, transfer Emy amount in
the Debt Service Liquidity Account to the Note Related Costs Fund in exchange for one or more Reserve Credit
Facilities with aggregate stated and unpaid amounts not Jess than the amount so transferred. '

Notwithstanding any provision in the Trust Agreement to the contrary, in no event shall Alternative
Revenues be applied in any Commonwealth Fiscal Year toany purpose specified in the Trust Agreement in excess
of the Appropriated Amount for such purpose during such Fiscal Year, unless the State Treasurer shall certify in
writing to the Trustee that any such application shall not be subject to appropriation.

Note Related Costs Fund

T he amount on deposu and available in the Note Related Costs Fund shall be applied by the Trustee to the
payment of Note Related Costs at the txmes and in the amounts as d:rected from time to t1me by an Authorized
Officer. - -

Ifat any time the amount on deposit and available therefor.in the Debt Service Fund is insufficient to pay
the principal and Redemption Price of and inferest on the Notes then due, the Trustee shall withdraw from the Note
Related Costs Fund, after withdrawal of amounts described above, and deposit in the applicable Debt Service
Account in the Debt Service Fund the amount necessary to meet such deficiency; provided, however, that the
ageregate of such amount deposited therein from Alternative Revenues shall not in any Commonwealth Fiscal Year,
together with all other amounts deposit therein during such Commonwealth Fiscal Year, exceed the Appropriated
Amount for the purpose of paying the principal and Redemption Price of and interest due on the Notes Outstanding
during such Commonwealth Fiscal Year.

Upon the certification of an Authorized Offiéer and all Fiduciaries that all Note Related Costs have been
paid, any balance in the Note Related Costs Fund shall be paid by the Trustee to the State Treasurer free and clear of
the lien created under the Trdst Agreement and such amgunts shall be applied to any purposes permitted by law.

Investments ’ : S

Esxcept as otherwise described below under “Defeasance,” money held for the credit of any Fund or
Account under the Trust Agreement shall be invested in Permitted Investments which shall mature or be redeemable
at the option of the holder thereof, on such dates and in such amounts as may be necessary to provide moneysto™~ -
meet the payments required to be made from such Funds and Accounts. Amounts on deposit in the Debt Service
Fund, the Debt Service Reserve Fund or the Reserve Account may only be invested in Permitted Investments of the
type described in subparagraphs (i), (ii), (iii), (iv), (vi), (vii), (i) or (xD) of the definition of Permitted Investments.
Amounts on deposit in the Debt Service Liquidity Account or the Reserve Account may not be invested in any such
Permitted Investments which mature or are otherwise not redeemable at the option of the holder after the next
succeeding Note Payment Date foilowing the purchase thereof. Any income from Permitted Investments may be
transferred to the Rebate Fund to the extent required by an Applicable Supplemental Trust Agréement. .

In computing the amount in any Fund or Account for any piirpose, Permitted Investments shall be valued at
amortized cost. Unless otherwise provided in the Trust Agreement, Permitted Investments in any fund or account
thereunder shall be valued at least once in each Coinmonwealth Fiscal Year on the last day thereof. Notwithstanding
the foregoing, Permitted Investments in the Debt Service Liquidity Account shall be valued at aniortized cost for all
purpose of the Trust Agreement unless and until a withdrawal from such Account shall be required, in which event
such investments shall thereafter be valued at amortized cost or market, whichever is lower, until the balance in such
Account, on the basis of such valuation, shall equal the Funded Debt Service Liquidity Account Requirement. '

Powers as to Notes and Pledge

The Commonwealth represents in the Trust Agreement that it is duly authorized under the Act and all
applicable laws to- éreate and issue Notes thereunder and to enter into the Trust Agreement and to piedge the Pledged
Funds in the manner and to the extent therein provided. The Commonwealth covenants that the Pledged Funds are
and will be free and clear of any pledge, lien, charge or encumbrance thereon with respect thereto prior to, or of
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equal rank with, the pledge created by the Trust Agreement. The Commonwealéh agrees at ajl times; to the extent
permitted by law, to defend, preserve and protect the pledge of the Pledged Funds and all the rights of the
Noteholders under the Trust Agreemem agamst all claims and demands of all persons whomsoever.

- o :l-'..‘ o, EEE g TR s i3 o o b

ExtensmnofPayment ofNotes ' T TS P N R U
. . - Y oy o ror T "‘r it 7 B
The Commonwealth agrees not to du‘ectly or mdirecﬂy extend or assent to the. extensmn of the matunty of

any of the Notes or the time of payment of claims for interest by the purchase or funding of such Notes or claims for
interest or by any other arrangement and in case the maturity of any of the Notes.or the time for payment of any such
claims for interest shall be extended, such Notes orclaims for interest shiall not be entitled, in case of any default .
under the Trust Agreement to the benefit of the Trust Agreement or to any payrhent out of any assets of the - -
Commoenwealth or the funds (except funds held in trust for the payment of pamcular Notes or claims for interest
pursuant to the Trust Agreernent) held by the Fiduciaries, except subject to the prior payment of the principal of all
Notes issued and Qutstanding the maturity of which has not been extended and of such portion of the'accrued
interest on the Notes as shall not be represented by such extended claims for interest. The Commoriwealth may issue
Refunding Notes and such issuance shall not be deemed to constitnte an extension of maturity of Notes

Covenanis as to Pledged Funds and Federal nghway Grant Autlclpation Note Trust Fund

T L P R D IR SELCIEE s S
In accordance with Sectxon IOD of the Act, 50 1ong as any Notes shall remain Outstanding, and 50 long as
any Trust Agreement Obligations shall remain unpaid, the Commonwealth. covenanis that (i) Federal Highway -
Reimbursements shall not be diverted from the purposes identified in the Act and in the Trust: -Agreement (except as’
provided in the Trust Agreement) nor shall the trusts with which they are impressed be broken, and the pledge and -
dedication in trust of such funds shall continue unimpaired and unabrogated, (i) in any Commonwealth Fiscal Year
with respect to which the certifications referenced in the Trust Agreement were, given and indicated a peed for an _
appropriation of funds by the General Court, unless and until such an appropriation has been made or an amount is -
otherwise made available which is sufficient to pay the Trust Agreement Obligations due during said .
Commonweazlth Fiscal Year, no receipts derived from the portion of'the’ Gasohne Tax equal to ten cents ($0. 10) per
gallon, other than any amount of such tax pledged to the payment of special obligation bonds of the Commonwealth
pursuant to section 20 of chapter 29 of the General Laws, shall be applied to any use other than the payment of such
Trost Agreement Obligations, (iif) until the State Treasurer, after consultation with the Secretary of Administration -
and Finance and the Secretary of Transportation and Construction, determines that available funds in the Federal
Highway Grant Anticipation Note Trust Fund and all Funds and Accounts established under the Trust Agreerent, as
of the date of such determination, will be sufficient to pay all Trust Agreement Obligations with respect to such
Notes, the rate of the Gasoline Tax shall not be reduced below the sum of ten cents per galion plus any amount
pledged to the payment of special obligation bonds of the Commonwealth pursuant to section 20 of chapter 29 of the
General Laws and (iv) at least ten cents of sajd Gasoline Tax shall remain free and clear, of any superior or equal
pledge, lien, charge or encumbrance thereon or with respect thereto (other than the pledge securing the Trust
Agreement Obligations) and shall remain credited to the Highway Fund, except as penmtted byt the Trust
Agreement; provided, however, that any such funds shall be available for appropriation in any Commonwealth
Fiscal Year for any other lawful purpose unless the State Treasurer shall have provided the certification specified i in
Section 10C of the Act and the Trust Agreement to the effect that a Tme—Up Condition shall be in effect.

B I -1 HA pn

AdvanceConstructmu Balance S T U PR U B T AL P Y PR

LI

The Commonwealth covenants that, except to the extent otherwise required by applicable federal law or
regulations, so long as any Notes remain Outstanding, it will not cause or permit the Adyance Construction Balance,
as of any date of calculation, to be less than the prmclpal amount of Notes Ougstanding as of such date, after takmg
into account the principal amount of Notes, if any, td be paid, defeased or redeemed as a result of the conversmn on
such date of a portion of the Advance Construction Balance to Obligation Authority and taking into gccount any
funds then on deposit in the Debt Service Fund and Redemption Fund to be applied to pay the prmcxpal of any Notes
then Qutstanding, as certified by the State Treasurer to the Trustee at the time of such conversion. The Executive
Office of Transportatxon and Constructlon acting on behalf of 1tself and the Massachusetts nghway Department,
Authonty without the prior written concurrence of the Secretaly of Admmlstratlon and Fmance and the State .
Treasurer, provided, however, that such concurrence shali not be required if the portion of the remaining Advance
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Construction Balance that relates solely to projects under the Federal Highway Construction Program on which the
Commonwealth has already, as of the date of such conversion, paid or advanced funds and with respect to which the
Commonwealth would be entitled to immediate reimbursement from the Federal government if such portion of the
Advance Construction Balance could be converted to Obligation Authority, is at least equal to the principal amount
of Notes Qutstanding, without taking into account any payment, redemption or defeasance of Notes as a result of
such conversion, less the amount then held in the Project Fund to pay costs of the CA/T Project. At the time of any
conversion of the Advance Construction Balance that requires such concurrence of the Secretary of Administration
and Finance and the State Treasurer, the State Treasurer shall deliver to the Trustee a certificate specifying the
amount of the conversion and the amount, if any, of Federal Highway Reimbursements related thereto to be applied .
to the payment, redemption or defeasance of any portion of the principal of the Notes Qutstanding, and, if .
applicable, the redemption date or effective date of defeasance of any Notes Outstanding. At the time of transfer of
the Federal Highway Reimbursements related to the conversion of the Advance Construction Balance to the Trustee,
the State Tredsurer shall identify the Federal Highway Reimbursements as such, and direct the Trustee to deposit the
Federal Highway Reimbursements into the applicable Debt Service Account, Redemption Fund or Defeasance
Account, and the Trustee is authorized to accept and follow such directions.

P

Tax Covenanfs, Rebate Fund

The Commonwealth shall take, or require to be taken, such action as may from tlme to time be requ1red to
assure the continued exclusion of iriterest on any Series of Tax Exempt Notes from the federal gross income of
holders of any Series of Tax Exempt Notes. The Commonwéalth shall not permit the investment or application of
the proceeds of any Series of Tax Exempt Notes, including any funds considered proceeds within the meaning of
Section 148 of the Code, to be used to acquire any investment property the acquisition of which, would cause such
indebtedness to be “arbitrage bonds” within the meaning of said Section 148. The Commonwealth shall establish
within the Rebate Fund a separate account within the Rebate Fund for such Series and may provide in the
Applicable Supplemental Trust Agreement for the deposits of amounts therein to pay “rebate” on the investment of
amounts under the Trust Agreement in accordance with Section 148(f) of the Code. Funds or deposit in the Rebate
Fund shall be applied as set forth in the Applicable Supplemental Trust Agreement. The Rebate Fund and the
amounts on deposit therein shall not be deemed Pledged Funds under the Trust Agreement.

- . B R R . - [ i EI—

le}tatmn on Covenants

Notwithstanding any provision of the Trust Agreement to the contrary, any provisions of the Act creating
covenants with Noteholders shall be deemed a covenant wnth the Noteholders only to the extent expressly provxded
and as limited by the Trust Agreement

o .

Bond Insurance on Insured 1998A Notes

Notwithstanding anything in the Trust Agreement to the conftrary, for so long as the 1998 A Policy shall be
in ﬁlH force and effect and prowded that MBIA shall not have defaulted and is not contmumg to default in 1ts

(a) MBIA shall be deemed to be the sole owner of all Insured 1998 A Notes for all purposes of the
provisions in‘the Trust Agreement relating to default by the Commonwealth and actions for protection of the

Holders of the 1998A Notes, and i ’ T

)] MBIA shall be deemed to be the sole owner of Insured 1998A Notes at all times for the purpose of
giving vonsent and direction when consent of the Holders of the Insured 19984 Notes is required by the Trust
Agreement, other than for the purpose of making amendments which pursuant to the Trust Agreement requlre the
unanimous wrltten consent of the affected Holders of the Insured 1998 A Notes.

Bond Insurance on Insured ZDUOA Notes

Notwithstanding anything in the Trust Agreement to the contrary, for so long as the 2000A Pohcy shall be
in full forcé and effect and provided that FSA shall not have defaulted and is not continuing to default in its”
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obligations under the 2000A Policy, FSA shall be deemed to be the sole holder of the Insured 2000A Notes for the
purposes of (a) exercising any voting right or privilege or taking any other action that the holders of the Insured
2000A Notes are entitled to take pursuant to the Trust Agreement and (b) giving any consent or direction when
consent of the Insured 2000A Noteholders is required by the Trust Agreement, other than for the purpose of ilnaking
amendments which pursuant to the Trust Agreement require the unanimous written consent of the affected Holders
of the Insured 2000A Notes. : : \ ' R

No modification, amendment or supplement to the Trust Agreement, the Third Supplemental Trust
Agreement or any other document executed in connection with the issuance of the Insured 2000A Notes which
would materially adversely affect FSA or its rights or which would require consent of the Insured 2000A '
Noteholders may become effective except upon obtaining the prior written consent of FSA. '

Events of Default
One or more of the following events shall constitute an Event of Default under the Trust Agréement:

(i) if default shall be made in the payment of the principal or Redemption Price of any Note
when due, whether at maturity or by call for mandatory redemption or redemption or
purchase at the option of the Commonwealth or any registered owner, or otherwise, or in

.- ___the payment of any Sinking Fund Payment when due; or '

s - | e

' (D) if default shalt be made in the paymeni of any instaliment of interest on any Note when
due; or S
(iii) if default shall be made by,thé‘ Commonweélfh in the perfoﬁ;};tn(;‘é'or observance of the -

covenants, agreements and conditions on its part described under the first paragraph of
“Covenants as to Pledged Funds and Federal Highway Grant Anticipation Note Trust
Fund” above; or -

(iv) if default shall be made by the Commonwealth in the perforrriance or observance of any
other of the covenants, agreements or conditions on its part provided in the Trust .
Agreement or in the Notes and such default shall continue for a period of thirty (30) days
after written notice thereof shall be given to the Commonwealth by the Trustee or given
_to the Commonwealth and the Trustee by the registered owners of a majority in principal
amount of the Notes Outstanding; provided that if such default cannot be remedied within
such thirty (30) day period, it shall not constitute an Event of Default under the Trast
.. Agreement if corrective action is institaied by the Commonwealth within such period and
diligently pursned until the default is remedied. . ' T
Application of Revenues and Other Moneys after Default s

During the continuance of an Event of Default, the Trustee shall apply the moneys, securities 223I..1’1'd ﬁmds o
held by the Trustee, including any Pledged Funds and the income therefrom, to the fullest extent permitted by law,
as follows and in the following order; - ' 7 B
) " tothe paymenf of the reasonable and proper charges and expenses of the Fidu;fari;-md
of any counsel selected by a Fiduciary; ' Lo o

(i) to the payment of the interest and principal amount or Redemption Price then due o the .
Notes, as follows: - : . ’ . e
(iii) unless the principal amount of all of the Notes shall have become due and p'a'yable,

v

First: To the payment to the persons entitled thereto of all instaliments of interest then due in the order m ’
which such installments came due, and, if the amount available shall not be sufficient to pay in full all installments
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that came due at the same time, then to the payment thereof ratably, accordmg to the amounts due thereon, to tﬁe
persons entitled thereto, without any drscrimmatmn or preference and - :

Second: To the paymént o the persons entitled thereto of the unpaid principal amount ér Redemptioh Pricé
of any Notes which shall become due, whether at maturity or by call for redemption, in the order of their due dates,
and, if the amount available shall not be sufficient to pay in full all the Notes due on any date, then to the payment
thereof ratably, according to the amounts of principal or Redemptlon Prlce due on such date to the persons entitled
thereto, wrthout any drscnmmanon or preference, and
- (iv) if the principal of all the Notes shall have become due and payable to the payment of the

principal amount dnd interést then dué and unpaid upon the Notes without preference or
priority of principal over interest or of interest over principal, or of any instaliment of -
interest over any other installment of interest, or of any Note over any otheér Note, ratably,
according to the amounts due respectively for principal amount and interest, to the
persons entitled thereto, without any discrimination or prefefence;

) To the payment of any person ghtitled to the payment of afiy Note Related Cost ratably in
accordance with the amount of such Note Related Costs, provided that any payment by
the Trustee of Alternative Revenues shall not exceed the Appropriated Amount for such
purpose during the then current Commonwealth Fiscal Year, tinless the State Treasurer
shall certify to the Tmstee that payment of such amount shalI not then be sub_]ect to
appropriation. - .

The proceeds of any Credit Enhancement or Liquidity Facility shall be applied by the Trustee in the manner
provided in the Supplemental Trust Agreement authorizing such Credit Enhancement or Liquidity Facility.

Proceedings Brought by Trustee ' . R

If an Event of Default shall happen and shall not have been remedied, then and in every such case, the
Trustee may proceed to protect and enforce its rights and the rights of the registered owners of the Notes under the
Trust Agreement by a suit or suits in equity of at law. The registered owners of a majority in principal amount of the
Notes Qutstanding may direct the time, method and place of conducting any proceeding for any remedy available to
the Trustee, provided that the Trustee shall have the right to decline to follow any such direction if the Trustee in
good faith shail determine that the action or proceeding so directéd would involve the Trustee in personal liability or
be unjustly prejudicial to the Noteholders not parttes to such dlrectlon C e

s a

Regardl'ess of the happening df an Event 6f Deféult, the Trustee shall have power to, but unless requested
in writing by the registered owners of a miajority i pridtipal ambunt of the Notes then Qutstanding and furnished
with reasonable security and indemnity, shall be under no obligation to, institute and maintain such suits and =~
proceedings as it may deem necessary or expedient to prevent any impajrment of the security under the Trust
Agreement or. necessary or expedrent to preserve or protect its 1nterest and the interests of the Noteholders

Nothmg contained in the Trust Agreement is mtended to preclude the Trustee upon the occurrence of an
Event of Default thereunder from asserting any and all remedies it may have at law or equity with respect to the
Pledged Funds and other amounts held as security thereunder, including asserting any rights it may have as Trustee
thereunder as a secured party with respect to all security granted thereunder notwrthstandmo any requirements
contained in the Trust Agreement with respect to Appropriated Amounts. * ~

Restriction on Noteholders® Action T TR C T S et e s

No registered owner of any Note shall have any right to institute any suit, action or proceeding at law or in
equity for'the enforcement of any provision o6f the Trust Acreement or for any remedy under the Trust Agreement,
unless such registered owner shall have previously given to the Trustee written notice of the happening of any Event
of Default and the registered owners of at least twenty-five percent (25%) i prinéipal amount of Notes then
Quistanding shall haveﬁled a written request with the Tristee, and shall have offered it reasonable opportunity, to
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exercise the powers granted in the Trust Agreement in its own name, and unless such registered owners shall have
offered to the Trustee adequate security and indemnity against the costs, expenses and liabxlmes to be incufred ~
ﬂ'.tereby, and the Trustee shaII have refused to comply with such request within a reasonable time. = L

No Right of Acceleratlon

Nelther the Noteholders nor the Trustee shall have any r1ght to accelerate the payment of prmmpal or
interest due on any Notes Outstanding upon the occuwrrence of any Event of Default. i -

Responsibility of Flduclanes

The duues and obhgatlons of the F1duc1anes shall be determmed by the express provrswns of the Trust
Agreement. No Fiduciary shall be under any responsibility or duty with respect to the issuance of the Notes for
vahie or the application of the proceeds thereof or the application of any moneys paid to the Commonwealth or any
other Fiduciary. No Fiduciary shall be under any obligation or duty to perform any act which ‘would involve it in
expense or Hability or to institute or defend any suit in respect thereof or to advance any of its'own moneys, unless
properly indemnified. No Fiduciary shall be liable in connection with the performance of its duties under the Trust
Agreement except for its own negligence or bad faith nor shall any Fiduciary be liable for any action taken or
omitted by it in good faith and believed by it to be authorized or within the discretion or rights or powers conferred
upon it by the Trust Agreement.

Compensation : ’ v

The Commeonwealth shall pay to each Fiduciary from time fo time reasonable compensation for all services L
rendered under the Trust Agreement, including reasonable expenses, charges, counsel fees and other disbursements.
To the extent permitted by law, the Commonweaith shall indemnify and save each Fiducjary harmless against any
liabilities which it may incur in the exercise and performance of its powers and duties thereunder, and whxch are not
due to its nec]rgence or bad faith. S S S

Resignation of Trustee

The Trustée may at any time resign and be discharged of the duties and obligations created by the Trust
Agreement by giving not less than sixty (60) days’ written notice to the State Treasurer and giving not less than
thirty (30) days® written notice to each Noteholder and Paying Agent spec:fymg the date when such resignation shall
take effect, and such resignation shall take effect upon the day specified in such notice provided a successor shail
have been appoirited, unless previously a successor shall have been appointed by the State Treasurer or the
Noteholders as provided in the Trust Agreement, in which event such resignation shall take effect unmedlately on
the appointment of such successor. : : - N

Removal of Trustee -

“ . : 3 !

The: Trustee may be- removed at any time by an instrument or concurrent instruments in writing, filed with
the Trustee and signed by the registered owners of a majority in principal amount of the Notes then Outstandmo or
their attorneys-in-fact duly authorized, excluding any Notes held by or for the account of the Commonwealth. '
Except during the existence of an Event of Default, the State Treasurer may remove the Trustee at any time for
cause or upon not less than ninety (90) days, prior written notice to the Trustee for such other reason as shaH he
determined in the sole discretxon of the State Treasurer S

Appointment of Successor Trustee ‘ - - - e

In case at any time the Trustee shall resign or shall be removed or shall become incapable of acting, or-shall
be adjudged a bankruptey or insolvent, or if a receiver, liquidator or conservator of the Trustee, or of its property,
shall be appointed, or if any public officer shall take charge or control of the Trustee, or.of its property or affairs, a
successor may be appointed by the registered owners of a majority in principal amount of the Notesthen . ...
Qutstanding, excluding any Notes held by or on the account of the Commonwealth. Pending such. appomtmeut the
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State Treasurer by a written instrument sigtied by an Authorized officer and delivered to the predecessor Trustee ™ -
shall forthwith appoint a Trustee to fill such vacancy until a successor Trustee shall be appointed by the
Noteholders. Any Trustee appointed in succession to the Trustee shall be a bark or trust company orghnized under
the laws of any state, or a national banking association having a cap1ta1 and surplus aggregafing at least fifty million
dollars ($50,000,000), if there be such a bank or trust company or national banking association willing and able to-
accept the office on reasonable and customary terms and authorlzed by law to perform a11 du‘nes 1mposed upon it by

the Trust Agreement.

Supplemental Trust Agreement Effective upon Filing

[ Y . . EP

The State Treasurer, with the written concurrence of the Secretaries, and the Trustee may at any time and
from time to time enter into, supplements or. amendments to_the Trust Agreement for any one or more of the _

following purposes

oy
(if)
(i)
(tvy
)

D)

(vil) -

(viiD)

()

x)

Powers of Amendment

N - i Ty L.

to cure any amblgulty, 1ncons:stency or formal defect or omission in the Trust
Agreement, : . L ‘

- to close the Trust Agreement against, or prowde limitations and resmmons contained in

the Trust Agreement on, the original issuance of Notes;. )

to add to the covenants and agreements of the Commonwealth contained in the Trust
Agreement other covenants and agreements thereafter to be observed for the purpose of
further securing the Notes;

to surrender any right, power or prmlege reserved to ot conferred upon the

Commonwealthby the Trust Agreement o - LT

to authorize Notes of a Series and in connectmn therewith, specify and determme amy
matters and things relative to such Notes not contrary to, or inconsistent with the Trust
Agreement; )

to authorize any Credit Enhancement, quuldlty Facility, or Reserve Credit Fac111ty

" to exercise any provision in the Trust Agreement orto make such detennmat:ons )
thereunder as expressly prowded therem t0 be exercised or determined in a Supplemental
Trust Agreement : : . )

to conﬁrm, as ﬁ.lrther assurance, any pledge under and the subjection to any lien or
pledge created or to be created by the Trust Agreement of the Pledged Funds ]

in connection with any change in the Commonwealth Fiscal Year or Federal Fiscal Year,
to amend or supplement the appropriate provisions of the Trust Agreement to reflect such
change in a manner consistent, as nearly as practicable, with the original provisions of the
Trust Agreement, as amended to the date of the Supplementat Trust Agreement
implementing the amendment or supplement; and o )
for any other purpose, provided that such _S_npplemental Trust Agreement does not -
prejudice in any material respect the rights of the registered awner of any Note
Quistanding at the date such Supplemental Trust Agreement becomes effective.

T A S - _—— .

- Any modiﬁcatlon or a.mendment of the Notes or of the Tmst Agreement may be made by a Supplementai
Trust Agreement with the written consent (i) of the reg1stered owners of at least a majority inthe principal amount
of all Notes Ouistanding at the tithe such corsent is gwen or (11) in case less than ali of the several Series of Notes
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then Outstanding are affected by the modification or amendment, of the registered owners of at least a majority in
principal amount of the Notes of each Series so affected and Outstanding at the time such consent is given, and (iii)
in case the modification or amendment changes the amount or date of any ‘Sinking Fund Payment, of 100% of the
registered owners of the Notes of the partlcular Series and maturity entitled to such Sinking Fund Payrhent "
Outstandmg at the time such consent is given; provided, however, that, if such modification or amendment unlI by
its terms, not take effect so long as any Notes of any specified like Series and maturity remain Outstandmg, the vote
or consent of the registered owners of such Notes shall not be required and such Notes shall not be deemed to be
Outstanding for the purpose of any calculation of Outstanding Notes; and provided, further, that no such :
modification or amendment shall permit a change in the terms of redemption or maturity of the principal amount of
any Qutstanding Note or of any installment of interest thereon or a reduction in the principal amount or the
Redemption Price thereof or the rate of interest thereon or the method for determining such rate or terms of any’ ‘
Credit Enhancement or Liquidity Facility relating to a Note without the consent of the registered owner of such
Note, or shall change or modify any of the rights or obligations 'of any deumary without its written assent thereto, or
shall reduce the percentages of the prmc1pal amount of Notes fhe consent of whzch is requlred to effect any such
modification or amendment - : A
Defeasance C - S S e U

. N P BN N o L ¢_" ‘|y4‘ ! - '..vs_'-’hw EAF

If the Connnonwealth shall pay or cause o be pald or There shall otherwise be paid to- the reg:stered

owners of the Notes then Outstanding, the principal amount and interest and Redémption Price, if any, to become
due thereon, at the times and in the manner stipulated therein and in the Trust Agresment and if no Note Related
Costs then due and payable remain unpaid or payment of any such Costs has been provided for, then the pledge of
the Pledged Funds and any other moneys and securities pledﬁed by the Trust Acreement and al] other rights granted
by the Trust Agreement shall be discharged and satisfied. .

Notes or interest installments for the payment or redemptior of which moneys shall be held by the '
Fiduciaries, whether at or prior to the maturity or the redemption date of such Notes, shall be deemed to have been
paid if (i) in case any of said Notes are to be redeemed on any date prior to their maturity, an Authorized Officer
shall have given to the Trastee irrevocable instructions to provide notice of redemption on said date of such Notes,
(if) there shall have been deposited with the Trustee in the Defeasance Account either moneys in an amount which
shall be sufficient, or Defeasance Obligations not subject to redemption or otherwise called for redemption for
which amounts have been placed in escrow, in each case the principal of and interest on which when due will
provide moneys which, together with any other deposited amounts, shall be sufficient, as certified by a firm of
independent public accountants, to pay when due the prmc1pa1 amount or Redemption Price, if applicable, and
interest due and to become due on said Notes on and prior to the redemption date or maturity date thereof, as the

" case may be. Auy cash received from the principal or interest payments on such Defeasance Obligations deposited
with the Trustee, if not then needed for such purpose, may, to the extent practicable, be reinvested in Defeasance
Obligations or, i lien of such reinvestment at the time of receipt, the Commonwealth may direct the Trustee to enter
into one or more forward purchase agreements providing for the purchase of Defeasance Obligations at future dates,
as provided in the Trust Agreement.

For purposes of determining whether Variable Rate Notes shall be deemned to have been paid prior to the
maturity or redemption date thereof, as the case may be, by the deposit of moneys, or Defeasance Obligations and
moneys, if any, the interest to come due on such Variable Rate Notes on or prior to the maturity date or redemption
date thereof, as the case may be, shall be calculated at the Variable Rate Ceiling if in effect with respect to such
Notes.

Tender Notes shall be deemed to have been paid only if, in addition to satisfying the requirements
described above, there shall have been deposited with the Trustee moneys in an amount which shall be sufficient to
pay when due the maximum amount of principal of and premiurm, if any, and interest on such Notes which could
become payable to the registered owners of such Notes upon the exeércise of any options provided to the registered
owners of such Notes; provided, however, that if, at the time a deposit is made with the Trustee pursuant to the
provisions above, the options originally exercisable by the registered owners of Tender Notes are no longer
exercisable, such Notes shall not be considered Tender Notes
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Unclaimed Funds

Any moneys held by the Fiduciary in trust for the payment and discharge of any Notes which remain
unclaimed for the applicable escheat period after the date when such Notes have become due arid payable, either at
their stated maturity dates or by call for earlier redemption, if such moneys were held by the Fiduciary at such date,
~ or for the applicable escheat period after the date of deposit of such moneys if deposited with the Fiduciary afier the
said date when such Notes become due and payable, shall be paid to the Commonwealth as its absolute property and
free from trust, and the Fiduciary shall thereupon be released and discharged with respect thereto and the

Noteholders shall look only to the Commonwealth for the payment of such Notes. . . ... - e .

No Recourse on the Notes

No recourse shall be had for the payment of the principal or Redemption Price of or the interest on the
Notes or for any claim based thereon or on the Trust Agreement against any official, agent, representative or
employee of the Commonwealth or any person executing the Notes. No official, agent, representative or employee
of the Commonwealth shall be held personally liable to any purchaser or holder of any Note under or upon such
Note, or under or upon the Trust Agreement or any Supplemental Trust Agreement relating to Notes, or, to the
extent permitted by law, because of the sale or issuance or atfempted sale or issuance of Notes, or because of any act
or omission in connection with the investment or management of the Pledged Funds, funds or moneys of the
Commonweaith, or otherwise in connection with the management of its affairs, exceptmg solely for thmgs wxlIfully
done or omitted to be done w;th an intent to defraud. :

- . . . . - . R

Tiite 0 MTINCC
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APPENDIX B
PROPOSED FORM OF OPINION OF BOND COUNSEL

Upon the delivery of the 20004 Notes, Bond Counsel proposes to deliver an opinion in substantmlbv rhe '
following form:

- PALMER & DODGE LLP

One Beacon Street, Boston, MA 02108- 3190 )

TELEPHONE: (617) 573-0100 . SR ' S '.‘ ‘FACSI,I‘.;HLE:@_M‘Z,?%ZO

L2000

The Honorable Shannon P. Q’Brien
Treasurer and Receiver-General ‘
The Commonwealth of Massachusetts.
State House - Room 227 _

Boston, Massachusetts 02133

$577,605,000 |
_ The Commonwealth of Massachusetts S
Federal Highway Grant Anticipation Notes, 2000 Series A - o

We have acted as Bond Counsel to The Commonwealth of Massachusetts (the
“Commonwealth”) in connection with the issuance by the Commonwealth of $577 605 000
aggregate prm01pal amount of its Federal Highway Grant Anticipation Notes, 2000 Séries A, dated
November 15, 2000 (the “2000A Notes™). In such capacity,-we have exammed such law and such
certified proceedmgs and other documents as we have deemed necessary to render this opinion.

The 2000A Notes are issued pursuant to Secfions 9 through 10D of Chapter_ 1:1 of the Act_s
of 1997, as amended by Chapter 121 of the Acts of 1998, and as further amended by Chapter 235 of
the Acts of 1998 (the “Act”) and under and pursuant to a Trust Agreement dated as of June 1, 1998,
by and between the Commonwealth and State Street Bank and Trust Company, as Trustee (the
“Trustee”) (as herefofore supplemented and amended, the “Trust Agreement”) and as further |
supplemented and amended by a Third Supplemental Trust Agreement dated as of November i,
2000 (the “Third S%pplemental Trust Agreement” and, collectlvely with the Trust Agreement, the
“Agreement”), ‘each by and between the Commontealth and the Trustee. Under the . Agreement,
the Commonwealth has pledged (1) all Federal nghway Relmbursements hereafter recewed by the
Commonwealth and any other moneys deposited t6 or held for the credit of the Federal Htghway
Grant Anticipation Note Trust Fund (other than in the Project Fund) so long as any Notes remain
Qutstanding (the “Pleclged Revenues”), (i) all moneys, securities and Reserve Credit Facilities, and
any investment earnlngs with respect thereto, in all Funds and Accounts estabhshed by or pursuant
to the Agreement, Other than the Project Fund and the Rebate Fund (iif) any amounts payable to the
Commonwealth by aHedge Provider pursuant to a Qualified Hedge Agreement and (iv) solely upon
the occurrence and during the continuation of a True-up Condition, the receipts credited to the
Highway Fund and derived from that portion of the excise imposed on fuel (other than aviation) by
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~ the provisions of Chapter 644 of fhe Massachusetts General ngs equal to ten cents ($0.10) per

gallon, as provided in the Agreement (the “Alternatlve Revenues™ and collectively, the “Pledged
Funds™), for the payment of the principal of and premium (if any) and interest on the Notes,
including the 2000A Notes, when due. Under the Agreement the Commonwealth may issue
additional special obligation notes (collectlvely with the Commonwealth’s $600,000,000 Federal -
Highway Grant Anticipation Notes, 1998 Series A, dated-June 1, 1998 (the “1998A Notes™) and
$321,720,000 Federal Highway Grarit Anticipation Notes, 1998 Senes B, dated November 15, 1998
(the “1998B Notes™) previously issned under the Trust Agreement and the 2000A Notes, the
“Notes™) on a parity with the 1998 A Notes, the 1998B Notes and the ZOODA Notes under the tenns '
and conditions set forth in the Agreement. The Agreement provides that neither the owners of the o
Notes nor the Trustee shall have any right to accelerate the payment of the Jprincipal of er 1nterest on .
the Notes upon default. Capitalized terms not otherwise defiried herein ‘shall have the meamngs .
ascribed thereto in the Agreement. e ,

As to questions of fact relevant to our opinion, we have relied upon the representations of
the Commeonwealth contained in the Agreement and in the certified proceedings and other _
certifications of public officials and others ﬁumshed to us thhout undertalung to verify the same by
independent investigation. "~ .

E R M L o PRI & S TR

Based upon the foregoing, we are of opinion that, under existing law:

1. The Commonwealth has the right and pow or under the Act to enter mto the Trust S
Agreement and the Third Supplemental Trust Agreement ‘and the Trust Agreement and
the Third’ Supplemental Trust Ag eement have ! been duly a.umonzed executed and .
" delivered on behalf of the Commonwealth by the” Treasurer and Recewer—General of the
" Commonwealth with the concurrence of the Sécretary 6F Administration and Finance of
the Commonvwealth and the Secretary of Transportation and Construction of the
Comiriofiwealth, are in full force ‘and eff'ect and constitute Iegal valid and bmchn%

?_ obligafions ¢ of the Commonwealth enforceable in accord%.nee W1th thetr respective terms.

that it purports to,create ’Ifhe Act provzdes that such pledge shall be perfected by ﬁhng
the Agreement in the records of "the Treasurer and Recetver—General of the .
" Commonwéalth; the Agreement has been 501 filed and the hen of such pIedge shall he
‘valid and bmdmg as agamst all persons or entrttes o?any kmd having clalms of any kind
" in tort, contract or othemse urespecnve of Whether such persons or ennttes have nottce '

thereof

O S EO - DA e PR Y JE IR PR IS, % 3 LA A Rt PR, H I

"3 The 2000A Notes have been duly authormed execufed and g dehvered and are vafid'and

o "'bmdmg SpeCIal obhganons of the Cormnonwealth ayable solelz from the Pledged -

" "Funds. The EOOOA thes are not eneral obhganons of the Commonwealth and the ﬁtll _
o _‘falth and crecht of the Commonweal'th are not pledged fo the payment thereof The '
Commonwealth is not obhgated to make any payments with respect to. the Notes, -
" including the 2000A Notes, except as specified therein and inthe Agréement; and the

1r
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Commonwealth is not obligated to impose any taxes to satisfy the obligations ' . - ©
thereunder. - - EC SRR et O S AT St
4. Under the Act and the Agreement, the deposit of Pledged Revenues to and expenditure
of Pledged Revenues (and investment earnings thereon) from the Federal Highway
Grant Anticipation Note Trust Fund to pay the principal of and premium (if any) and
interest on 2000A Notes issued under the Agreement, as provided in the Act and the
Agreement, is not subject fo legislative appropriation by the Commonwealth, The
deposit of Altemative Revenues with the Trustee to be held under the Agreement is not
subject to legislative appropriation, but the expenditure of Alternative Revenues (and
investment earnings thereon) to pay the principal of and premium (if any) and interest on
2000A Notes is subject to legislative appropriation by the Commorwéalth. Pursuant to
the provisions of the Act, the Agreement provides that, under certain circumstances '
specified therein, all Alternative Revenues {and investment earnings thereon) shall be
-~ held on deposit with the Trustee, subject to the lien of the Agreement, until such time as -
a legislative appropriation shall be in effect to pay the principal of and premium (f any)
and interest on Notes due in the then current fiscal year. P "
5. Tnterest on the 2000A Notes is exempt from Massachusetts personal income taxes, and
the 2000A. Notes are exempt from Massachusetts personal property taxes. We express
no opinion as to other Massachusetts tax consequences arising with respect to the 2000A
Notes nor as to the taxability of the 2000A Notes or the income therefrom under the
laws of any state other than Massachusetts. - - S

6. The interest on the 2000A Notes (including any original issue discount properly
allocable thereto) is excluded from gross income for federal income tax purposes and is
not an item of tax preference for the purpose of computing the alterhative minimum tax
imposed on individuals and corporations under the Internal Revenue Code of 1986, as
amended (the “Code”); it should be noted, however, that interest on the 2000A Notes is
taken into account in determining adjusted current earnings for the putpose of
computing the alternative minimum tax imposed on corporations (as defined for federal
income tax purposes). The opinions set forth in the preceding sentence are subject to the
condition that the Commonwealth comply with all requirements of the Code that must
be satisfied subsequent to the issuance of the 2000A Notes in order that interest thereon
be, or continue to be, excluded from gross income for federal incofrie tax purposes. The
Commonwealth has covenanted to comply with these requirements. “Fiilure to comply
with certain of these requirements may cause the inclusion of interest ¢ii the 2000A.
Notes in gross income for federal income tax purposes to be retroative to the date of
issuance of the 2000A Notes. We express no opinion regarding aiy other federal tax
consequences arising with respect to the 2000A Notes. -

It is to be understood that the rights of the owners of the 2000A Noteg and the enforceability

thereof and of the Trust Agreement and the Third Supplemental Trust Agreezent may be subject to
bankrupicy, insolvency, reorganization, moratofium and other similar laws aﬁecting creditors’
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rights heretofore or hereafter enacted to the extent constitutionally applicable and that their
enforcement may also be subject to the exercise of judicial discretion in appropriate cases.

Yours faithfully,
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- . APPENDIXC
Commonwealth of Massachusetts e

Federal H:ghway Grant ,
Antxclpatlon Notes, 2000 Series A

Contmumg’ stclosure Undertakmg

On behalf of the Commonwealth, the Treasurer and Recelver-General of the :
Commonwealth hereby undertakes for the benefit of the owners of the 2000 Series A Notes to
provide to each nationally recognized municipal securities information repository (each, a

“NRMSIR”) within the meaning of Rule 15¢2-12 of the Securities and Exchange Commission -
(the “Rule™) and to the state information depository for the Cornmonwealth, if any (the “SID”)
within the meaning of the Rule, no later than 270 days after the end of each fiscal year of the
Commonwealth, (i) the annual financial information described below relating to such fiscal year,
together with audited financial statements of the Commonwealth for such ﬁscal'year if audited ,
financial statements are then available, provided, however, that if audited financial statements of
the Commonwealth are not then available, such audited financial statements shall be delivered to
each NRMSIR and the SID when they become available (but in no event later than 350 days
after the end of such fiscal year) or (ii) notice of the Commonwealth’s failure, if any, to provide
any such information. The annual financial information to be provided as aforesaid shall include
financial information and operatmg data, in each case updated through the last day of such ﬁscal .
vear unless otherwise noted, relating to the follomng information contained inthe . | ,,
Commonwealth’s Official Statement dated November 15, 2000 (the “Official Statenieﬁt”)
relatlng to the Commonwealth’s Federal Highway Grant Anticipation Notes, 2000 Series A, and
in each case substantially in the same level of detail as is found in the referenced section of the

Official Statement:
_ Fmanczai Infonnauon and T
Qpemtmﬂ ﬁata Cateaory s
1. Advance ConstrucuonBalmce asof FEDERALAID H_IGHWAY PROGRAM —
end of prior Commonwealth Fiscal Operations — Step 3: Program Implementation
Year | — Fiscal Management and Federal Highway
. Reimbursements
5 Summary presentation of ackual | THE ALTERNATIVE REVENUES
Gasoline Tax receipts on a ten-year ‘
compa;rauve basis, concluding with the
prior Commoniwealth Fiscal Year

Any or all of the items listed above may be included by reference to other docuriaents:, iﬁcludfng
official statements pertaining to debt issued by the Commonwealth, which have been submitted
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to each NRMSIR. If the document incorporated by reference is a Final Official Statement within
the meaning of the Rule, it will also be available from the Municipal Securities Rulemaking
Board (“MSRB”). The Commonwealth’s annual financial statements for each fiscal year shall
consist of (i) combined financial statements prepared in accordance with a basis of accounting
that demonstrates comphancc with the Massachusetts General Laws and other applicable state
finance laws, if any, in effect from time to time including separately stated information with
respect to the Federal Highway Grant Anticipation Note Trust Fund and (if) general purpose
financial statements prepare in accordance with generally accepted accounting principles in
effect from time to time. Such financial statements shall be audlted by a ﬂrm of cernﬁed | public
accountants appointed by the Commonwealth '

On behalf of the Coifitnonwealth, the Treasurer and Recewer General of the :
Commonwealth hereby further undertakes for the benefit of the ownérs of the 2000, Series A
Notes to provide in a timely manner to.the MSRB.and to the SID notme of: any of the followmg o
events with respect to the 2000 Series A Notes, if" matenal '

@ principal and interest payment dehnquencies;
Gi) non-payment related defaults;

, (111) _ unscheduled draws on debt service rgserves reﬂecﬁng.ilﬁnafnéial ‘

difficulies; ~ ~ "~ o v e
(iv)  unscheduled draws on credit enhancements reflecting financial o

difficulties; o : L e

W subsututmn Of crednt or 11qu1d1ty prowders, or theu' faﬂure to perform

(vi) adverse tax 0p1mons or events affechng the tax-exempt status of the ~
- Notes; .

(vii) modifications to rights of Noteholders;

(vili) giving of notice of optio_r_l_éj redemption of 2000 Series A Notes;
(ix)  defeasances;

(x)  release, substitution or sale of property securing repayment of the 2000
Series A Notes; '

(xi)  rating changes; and

(xii)  the occurrence of a True-up Condition (as defined in the Trﬁs;,t
Agreement). L e

Nothing herein shall preclude the Commonwealth from disseminating any information in
addition to that required hereunder If the Commonwealth. disseminates any such add1t10nal
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information, nothing herein shall obligate the Commonwealth to update such mformatmn or
include it in any future materials disseminated.

To the extent permitted by law, the foregoing provisions of this Note related to the above-
described undertakings to provide information shall be enforceable against the Commonwealth
in accordance with the terms thereof by any owner of a Note, including any beneficial owner
acting as a third-party beneficiary (upon proof of its status as a beneficial owner reasonably
satisfactory to the Treasurer and Receiver-General). To the extent permitted by law, any such
owner shall have the right, for the equal benefit and protection of all owners of 2000 Series A
Notes, by mandamus or other suit or proceeding at law or in equity, to enforce its rights against
the Commonwealth and to compel the Commonwealth and any of its officers, agents or ‘
employees to perform and carry out their duties under the foregoing provisions as aforesaid. The
failure to comply with the above-described undertakings shall not constitute an Event of Default
under the Trust Agreement, and the sole remedy in connection with such undertakings shall be
fimited to an action to compel specific performance of the obligations of the Commonwealth in
connection with such undertakings and shall not include any rights to monetary damages.” The
Commonwealth’s obligations in respect of such undertaking shall terminate if no 2000 Series A
Notes remain Outstanding or if the provisions of the Rule concerning continuing disclosure are
no longer effective, whichever occurs first. The provisions of this Note relating to such '
undertakings may be amended by the Treasurer and Receiver-General of the Commonwealth,
without the consent of, or notice to, any owners of the 2000 Series A Notes, (a) to comply W’l‘th
or conform to the provisions of the Rule or any amendments thereto or authoritative
interpretations thereof by the Securities and Exchange Commission or its staff (whether requ1red
or optional), (b) to add a dissemination agent for the 1nf0rmat10n required to be provided by such
undertakings and to make any necessary or desirable provisions with respect thereto, (c) to add to
the covenants of the Commonwealth for the benefit of the owners of 2000 Series A Notes, (d) to
modify the contents, presentation and format of the annual financial information from time to
time as a result of a change in circumstances that arises from a change in legal requirements, or
(e) to otherwise modify the undertakings in a mannex consistent with the provisions of state
leglsla’tmn establishing the SID or otherwise responding to the requirements of the Rule
concerning continuing dlsclosure, provided, however; that in the case of any amendment .
pursuant to clause (d) or (€), (i) the undertaking, as amended, would have complied with the .
requirements of the Rule at the time of the offering of the 2000 Series A Notes, after taking into
account any amendments or authoritative interpretations of the Rule, as well as any change in
circumstances, and (ii) the amendment does not materially impair the interests of the owners of
the 2000 Series A Notes, as determined either by a party unaffiliated with the Commonwealth
(such as Commonwealth disclosure counsel or Commonwealth bond counsel) or by the vote’ or
consent of owners of a majority in outstanding principal amount of the 2000 Series A Notes
affected thereby at or prior to the time of such amend:m_en_t







APPENDIX D
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Ty to the Thistee of Paying Agent for the benefit of the . ! |}
poligation of Finaricial Sectrity under this Policy. !

. U b R,
{fisd by an endorsement hereto, the following terms shall have
; bs of this Policy. "Biisiness Day* means any day .other than (a) a
a day on phich banking institutions in the State of New York or the Insurer's -
g ed by law or executive Order to remain closed. "Due for Payent”
ko the principal of a Bond, payable on the stated maturity date thereof ér the date’
eavorbeen duly called for mandatory sinking fund redemption and does nat reféer  [Fg
3 wh payment is dug by reason of call for redemption {other than by mandstory
lemption), acceleration or other advancement of maturity unléss Financial Security shall
F discretion, to pay such principal due upon ‘'subh’ dcceleration together with any acemued
st jo tie dgte of acceleration and (b) when referring to intérest on a Bond, payable on the stated date
' for payent p¥interest. "Nonpayment” means, in‘tespet of @ Bond, the failure of the lssuer to have
; idef ictent funds to the Trustee or, if there is no Tidstee, to the Paying Agent for payment in full of
% ali prikipal and interest that is Due for Paymerit 6on swh Bohd: "Nonpayment* shall also include, in
! 5t of a Bond, any payment of principal or interest thatis Que for Payment made to an Owner by or on.
of the Issuer "which has been recovered from such Owner pursuant to  the.

S
" ‘_ i P, :'!.'nl "

! ‘_I"'su AT




United States Bankrdptcy Gode by a trustee in bankruptcy in accordance with g fifal, nonappéa '
of a court having competent jurisdiction, “"Notice” means teIephonic or g ica, §

for Payment “Owner” means in respect of a Bond, the persa
is entifled under the temms of such Bond to payment thergof

Bonds.
Financial Securlty may appointa

Policy by giving written notice to the Tnis
address of the Insurer's Fscal Agent Fro and aft

any failure of Final
under this Polic

htswpet d
se pf fra

s Authorizegd Of§cer.

- By .

sfdiary of Financial Securily Assuranca Holdmgs Ltd. .
350 Pk Avenue, New York, N.Y. 10022-6022 ---. = N

“Authorized Officer

(212) 826-0100 .
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