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In the opinion of Locke Lord LLP, Bond Counsel, based upon an analysis of existing law and assuming,
among other matters, compliance with certain covenants, interest on the 2017 Notes is excluded from gross
income for federal income tax purposes under the Internal Revenue Code of 1986. Interest on the 2017 Notes
1S mot a specific preference item for purposes of the federal individual or corporate alternative minimum
taxes, although such interest is included in adjusted current earnings when calculating corporate alternative
minimum taxable income. Under existing law, interest on the 2017 Notes and any profit made on the sale thereof
are exempt from Massachusetts personal income taxes, and the 2017 Notes are exempt from Massachusetts
personal property taxes. Bond Counsel expresses no opinion regarding any other tax consequences related to
the ownership or disposition of, or the accrual or receipt of interest on, the 2017 Notes. See TAX EXEMPTION
herein.
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The Federal Highway Grant Anticipation Notes (Accelerated Bridge Program), 2017 Series A (the “2017
Notes”) are being issued by The Commonwealth of Massachusetts (the “Commonwealth”) pursuant to Sections 7
through 9 of Chapter 233 of the Massachusetts Acts of 2008 and Sections 20, 2ZZZ and 53A of Chapter 29 of the
Massachusetts General Laws, as amended, and a Trust Agreement dated as of December 1, 2010 (as amended and
supplemented, the “Trust Agreement”) and a Fifth Supplemental Trust Agreement dated as of November 1, 2017,
by and between the Commonwealth and U.S. Bank National Association, as successor trustee (the “Trustee”).

As more fully described herein, the 2017 Notes are special limited obligations of the Commonwealth,
secured by and payable solely from the Pledged Funds, as defined herein, and all Funds and Accounts, other than
the Project Fund and the Rebate Fund, held under the Trust Agreement. The 2017 Notes are secured on parity
with other federal highway grant anticipation notes issued pursuant to the Trust Agreement, and are subordinate
to certain Senior Obligations as described herein. The Pledged Funds consist of reimbursements received or to
be received by the Commonwealth from the federal government pursuant to the Federal-Aid Highway Program,
any other monies from time to time deposited in the Federal Highway Grant Anticipation Note Trust Fund of the
Commonwealth and certain monies credited to the Commonwealth Transportation Fund, including receipts from
certain Motor Fuels Tax revenues, Registry Fees and certain other moneys, all as described herein, after payment
of such Senior Obligations. See Security and Sources of Payment for the Trust Agreement Notes under the Trust
Agreement herein.

The 2017 Notes shall be payable solely from the Pledged Funds as described herein. The 2017 Notes
are not a general obligation of the Commonwealth and the full faith and credit of the Commonwealth
is not pledged to the payment of the 2017 Notes.

The 2017 Notes will be issued only as fully registered notes, registered in the name of Cede & Co., as
nominee of The Depository Trust Company, New York, New York (“DTC”). Purchases of beneficial interests in
the 2017 Notes will be made in book-entry form in denominations of $5,000 principal amount or whole multiples
thereof. Purchasers will not be entitled to receive physical delivery of the 2017 Notes.

Principal and interest on the 2017 Notes (with interest accruing from the dated date and payable on
June 15, 2018 and thereafter on June 15 and December 15 of each year) will be payable to DTC by the Trustee. So
long as DTC or its nominee remains the registered owner, disbursements of such payments to DTC Participants,
as defined herein, are the responsibility of DTC and disbursements of such payments to the purchasers of the 2017
Notes are the responsibility of DTC Participants, as described herein. The 2017 Notes will be subject to optional
redemption prior to their stated maturity as more fully described herein.

The 2017 Notes are offered, subject to prior sale, when, as and if issued by the Commonwealth and accepted
by the original purchasers, and to the approval of legality of the 2017 Notes and certain other matters by Locke
Lord LLP, Boston, Massachusetts, Bond Counsel. PFM Financial Advisors LLC is acting as financial advisor to
the Commonwealth in connection with the issuance of the 2017 Notes. It is expected that the 2017 Notes will be
available for delivery to DTC in New York, New York, or its custodial agent on or about November 16, 2017.

November 1, 2017
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2017 Series A
Dated: Date of Delivery Due: June 15, as shown below
Year Principal Amount Interest Rate Yield" CUSIP Numbers
2021 $ 9,210,000 5.00% 1.17% 57583P GY9
2022 9,675,000 5.00 1.30 57583P GZ6
2023 10,155,000 5.00 1.47 57583P HAO
2024 37,630,000 5.00 1.62 57583P HBS
2025 24,480,000 5.00 1.75 57583P HC6
2026 25,295,000 5.00 1.87 57583P HD4
2027 26,235,000 5.00 1.98 57583P HE2

No dealer, broker, salesperson or other person has been authorized by the Commonwealth or the original
purchasers of the 2017 Notes to give any information or to make any representations, other than those contained in
this Official Statement, and if given or made, such other information or representations must not be relied upon as
having been authorized by either of the foregoing. This Official Statement does not constitute an offer to sell or a
solicitation of any offer to buy nor shall there be any sale of the 2017 Notes offered hereby by any person in any
jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. The information set forth
herein or included by reference herein has been furnished by the Commonwealth and includes information obtained
from other sources which are believed to be reliable, but is not guaranteed as to accuracy or completeness and is not
to be construed as a representation by the original purchasers of the 2017 Notes or, as to information from other
sources, the Commonwealth. The information and expressions of opinion herein are subject to change without
notice and neither the delivery of this 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, or its
agencies, authorities and political subdivisions, since the date hereof, except as expressly set forth herein.

This Official Statement contains certain forward-looking statements that are subject to a variety of risks and
uncertainties that could cause actual results to differ from the projected results, including without limitation general
economic and business conditions, conditions in the financial markets, the financial condition of the Commonwealth
and various state agencies and authorities, receipt of federal grants, litigation, arbitration, force majeure events and
various other factors that are beyond the control of the Commonwealth and its various agencies and authorities.
Because of the inability to predict all factors that may affect future decisions, actions, events or financial
circumstances, what actually happens may be different from what is set forth in such forward-looking statements.
Forward-looking statements are indicated by use of such words as “may,” “will,” “should,” “intends,” “expects,”
“believes,” “anticipates,” “estimates” and others.
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" Priced at the stated yield to the first optional redemption date one year prior to maturity.

T CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein are provided by CUSIP Global Services, managed
on behalf of The American Bankers Association by S&P Global Market Intelligence. The CUSIP numbers are included solely for the
convenience of owners of the 2017 Notes and the Commonwealth is not responsible for the selection or the correctness of the CUSIP numbers
printed herein. CUSIP numbers assigned to securities may be changed during the term of such securities based on a number of factors, including,
but not limited to, the refunding or defeasance of such securities or the use of secondary market financial products.



TABLE OF CONTENTS

Page
INTRODUCTION ..ottt 1
General ......ooeeiieiiee e 1
Accelerated Bridge Program ..............ccccceeenene. 1
Summary of Pledged Funds...........ccocoevinieninn. 3
Federal Highway Reimbursements..................... 4
Commonwealth Transportation Fund................. 4
Net CTF Pledged Funds ...........ccceevvevenieiennn. 5
Purpose and Content of Official
Statement .......cc.eevveeeerienieiienicneeneee e 7
THE 2017 NOTES.....coiiiiieiiienieneeeeceeeene 7
General .....cocoeeeiiniininiree e 7
Redemption ........ccceeeeierieiierieeee e 8
Plan of FInance...........ccoeceveiiienieieeeeecee 8
Plan of Refunding.........ccccoeoevviinieniiieiiee 9
SOURCES AND USES OF FUNDS.......ccccoceeieenee. 9
DEBT SERVICE REQUIREMENTS .........ccccce.e. 10
DEBT SERVICE COVERAGE ........cccceoiienne. 11
SECURITY AND SOURCES OF PAYMENT
FOR THE TRUST AGREEMENT NOTES
UNDER THE TRUST AGREEMENT................. 14
General .....cocooovevieninineeeceee 14
Funds and Accounts ........c.cceceverenencenieiennenne. 16
Funding of Trust Agreement Obligations......... 17
Limitations on Issuance of Additional
NOLES ettt 18
GENERAL OVERVIEW OF THE FEDERAL-
AID HIGHWAY PROGRAM .......ccooiiiiee 19
COMMONWEALTH PARTICIPATION IN
THE FEDERAL-AID HIGHWAY
PROGRAM ..ottt 20
Program Implementation and
Management ...........ooceevveeereeenieeniieenieenieenne 20
Funding HiStory........coccevveveeieeiieiieeeeeeene 21
Future Utilization of Federal Highway
ASSISEANCE ..o 25
NET CTF PLEDGED FUNDS.......ccoooviieieieeene 25
COMMONWEALTH TRANSPORTATION
SYSTEM ..ottt 28

Page
OVEIVIEW ...ovinviniireiinieeieeeeteeetenee e 28
Financing the Transportation System........ 28
BOOK-ENTRY ONLY SYSTEM......cccceeevneennee. 30
Transfer .....c..cooovvevevinineninccceeeee 32
LITIGATION ...ooooiiiiiniinieiieieeeeereeeeeeee e 32
TAX EXEMPTION ....cccooiiiiiiiiiiinienieeeieeeene 32
RATINGS ..ottt 34
COMPETITIVE SALE OF 2017 NOTES............... 34
VERIFICATION OF MATHEMATICAL
COMPUTATIONS ..ottt 34
CERTAIN LEGAL MATTERS ......coooviiiiiieeiens 34
CONTINUING DISCLOSURE........cccccoviriiniianenn 35
FINANCIAL ADVISOR .....cccociiiiiiiiiniinicnieeene 35
MISCELLANEOUS ........ooviiiieiiniinienieeceeeen 36

AVAILABILITY OF OTHER INFORMATION.... 37

APPENDIX A — THE FEDERAL-AID
HIGHWAY PROGRAM ....c.cccceoininiiicieicnenn, A-1

APPENDIX B - SUMMARY OF CERTAIN
PROVISIONS OF THE COMMONWEALTH
TRANSPORTATION FUND ACT AND THE
SPECIAL OBLIGATION ACT........ccccceeveuenee B-1

APPENDIX C - SUMMARY OF CERTAIN
PROVISIONS OF THE TRUST

AGREEMENT .......ccoooiiiiiiiiiiiiicce C-1
APPENDIX D - PROPOSED FORM OF

OPINION OF BOND COUNSEL ...................... D-1
APPENDIX E - CONTINUING DISCLOSURE

UNDERTAKING .....cooiiiiiiiiiiiciicceeeeeee E-1

APPENDIX F — OFFICIAL NOTICE OF SALE...F-1
APPENDIX G - FORM OF ISSUE PRICE

CERTIFICATE ......ccooiiiniiiniciciecieeneee G-1
APPENDIX H - TABLE OF REFUNDED
NOTES ... H-1



THE COMMONWEALTH OF MASSACHUSETTS

Charles D. BaKer .......ccuuiieieiiiiiniiiisniinssnenccssnnecsssnnicssssscsssssscsssssesssseses Governor
| 0007 (T VT 1) 1 N Lieutenant Governor
William F. GalVil......ccovvueeiicissvnniicssssnnncccssnnns Secretary of the Commonwealth
Maura T. Healey .....cccccevvnneiiciiisnnrecisissnnenecsscsnnneeccsssnsssencssssnsasees Attorney General
Deborah B. Goldberg..........ceeevvneccisnrcccnnncene Treasurer and Receiver-General
Suzanne M. BUINP ...ccoiiiiiiiiiniinniiinssnnicnssnisssssessssssessssssessssssssssssssssssssssssnss Auditor

LEGISLATIVE OFFICERS

Stanley C. ROSENDEIG.....cccccvvvnnericisscnericsssssnnsrecssssnnssrecsens President of the Senate
| 230] 11 o A N D 2 TS Speaker of the House



SUMMARY DESCRIPTION OF 2017 NOTES

Selected information is presented on this page for the convenience of the reader. To make an informed investment
decision regarding the 2017 Notes, a prospective investor should read the entire Official Statement

Description:

Principal Amount:
Denominations:
Date of Issue:

Record Date:

Interest Payment Dates:
Maturities:

Redemption:

Form:
Trustee:

Security:

Payment of Debt Service:

Additional Notes:

Authority for Issuance:

Purpose:

Tax Exemption:

Legal Opinion:

The Commonwealth of Massachusetts Federal Highway Grant Anticipation Notes (Accelerated
Bridge Program) 2017 Series A (the “2017 Notes™)

$142,680,000
$5,000 or integral multiples thereof
On or about November 16, 2017

The record date for payment on account of the 2017 Notes will be the last business day of the
month next preceding an Interest Payment Date

June 15 and December 15, beginning June 15, 2018
June 15, 2021 through 2027 — See inside front cover

Each maturity of the 2017 Notes is callable at par on and after the June 15 immediately preceding
the applicable maturity date — See page 8

Book-entry-only — See pages 30-32
U.S. Bank National Association

The 2017 Notes are special limited obligations of the Commonwealth and are payable solely from
sources specified in the Trust Agreement (“Pledged Funds™). Pledged Funds include Federal-Aid
Highway Reimbursements and amounts credited to the Commonwealth Transportation Fund
(subject to a prior lien for Senior Obligations). The primary sources of revenues for the
Commonwealth Transportation Fund are Motor Fuels Tax revenues and Registry Fees.) The 2017
Notes are not general obligations of the Commonwealth — See pages 14-19

Semi-annual debt service payments on the 2017 Notes are due June 15 and December 15 and are
generally funded one year in advance of the applicable due date — See pages 17-18

Federal Highway Reimbursements for any 12 consecutive months during the last 18 months must
be at least 1.5 times maximum debt service on certain senior notes and the Trust Agreement Notes,
including any Additional Notes and Net CTF Pledged Funds during the same 12 months must be at
least 2.5 times maximum debt service on the Trust Agreement Notes, including any Additional
Notes — See pages 18-19

The 2017 Notes are issued under Sections 20, 2ZZZ and Section 53A of Chapter 29 of the General
Laws and Chapter 233 of the Acts of 2008

Proceeds from the 2017 Notes will be used to fund additional costs of the Accelerated Bridge
Program and to refund certain outstanding Trust Agreement Notes (as defined herein) — See page 9

Interest on the 2017 Notes is excluded from gross income of the holders thereof for federal income
tax purposes. Interest on the 2017 Notes and any profit made on the sale thereof are exempt from
Massachusetts personal income taxes, and the 2017 Notes are exempt from Massachusetts personal
property taxes — See pages 32-34

The 2017 Notes are offered when, as and if issued and received by the original purchasers and
subject to the unqualified approving opinion as to legality of Locke Lord LLP, Bond Counsel — See
Appendix D
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OFFICIAL STATEMENT

$142,680,000
THE COMMONWEALTH OF MASSACHUSETTS
Federal Highway Grant Anticipation Notes
(Accelerated Bridge Program)
2017 Series A

INTRODUCTION

This Official Statement, including the cover pages and the Appendices hereto, provides certain information
in connection with the issuance by The Commonwealth of Massachusetts (the “Commonwealth”) of $142,680,000 of
its Federal Highway Grant Anticipation Notes (Accelerated Bridge Program), 2017 Series A (the “2017 Notes”).
The 2017 Notes will be issued under the Trust Agreement dated as of December 1, 2010 between the
Commonwealth and U.S. Bank National Association, as successor trustee (the “Trustee”), as supplemented by the
Fifth Supplemental Trust Agreement dated as of November 1, 2017 (as supplemented and amended from time to
time, the “Trust Agreement”). Previously, the Commonwealth issued its $100.0 million Federal Highway Grant
Anticipation Notes (Accelerated Bridge Program), 2010 Series A (Federally Taxable — Build America Bonds —
Direct Pay to Issuer) (the “2010 Notes”), its $252.545 million Federal Highway Grant Anticipation Notes
(Accelerated Bridge Program) 2013 Series A (the “2013 Notes”), its $347.310 million Federal Highway Grant
Anticipation Notes (Accelerated Bridge Program) 2014 Series A (the “2014 Notes”), its $125.410 million Federal
Highway Grant Anticipation Notes (Accelerated Bridge Program) 2016 Series A (the “2016 Notes” and collectively
with the 2010 Notes, the 2013 Notes, the 2014 Notes and other notes issued from time to time pursuant to the Trust
Agreement, the “Trust Agreement Notes”) pursuant to the Trust Agreement.

General

The 2017 Notes are being issued pursuant to Chapter 233 of the Acts of 2008, as amended (the
“Accelerated Bridge Program Act”), Section 20 of Chapter 29 of the Massachusetts General Laws, as amended (the
“Special Obligation Act”), Section 2ZZZ of Chapter 29, as amended (the “Commonwealth Transportation Fund
Act”) and Section 53A of Chapter 29, as amended.

A portion of the 2017 Notes (such portion being referred to herein as the “New Money Notes”) are being
issued to finance the design, construction, reconstruction and repair of or improvements to bridges and approaches
within the Commonwealth as set forth in The 2017 Notes — Plan of Finance, and a portion of the 2017 Notes (such
portion being referred to herein as the “Refunding Notes™”) are being issued to refund certain outstanding Trust
Agreement Notes (the “Refunded Notes™), as set forth in The 2017 Notes — Plan of Refunding and in Appendix H —
Table of Refunded Notes.

The Trust Agreement Notes are secured by and payable solely from the Pledged Funds (as defined below).
The Trust Agreement Notes are subordinate to the Senior Obligations, to the extent and as described herein. The
Trust Agreement Notes are not general obligations of the Commonwealth, and the full faith and credit of the
Commonwealth is not pledged to the payment of principal of, and interest on, the Trust Agreement Notes. In
accordance with the Trust Agreement, the Commonwealth generally funds semiannual debt service payments on the
Trust Agreement Notes one year in advance of each such payment to Noteholders. See Security and Sources of
Payment for the Trust Agreement Notes Under the Trust Agreement — Funding of Trust Agreement Obligations.

Accelerated Bridge Program

Pursuant to the Accelerated Bridge Program Act, the Commonwealth commenced a program in 2010 to
finance the accelerated capital improvement of bridges and related infrastructure, including the design, construction,
reconstruction and repair of or improvements to bridges and approaches (the “Accelerated Bridge Program”). The
Accelerated Bridge Program Act authorized the issuance of up to $1.108 billion of federal highway grant
anticipation notes (of which $939.7 million (which amount includes net premium) have been issued as of the date
hereof) secured by reimbursements received or to be received by the Commonwealth, acting through the



Massachusetts Department of Transportation (“MassDOT”), from the federal government pursuant to the federal-aid
highway program and any other monies from time to time deposited in the Federal Highway Grant Anticipation
Note Trust Fund of the Commonwealth for such purposes.

The Accelerated Bridge Program Act also authorized the issuance of up to $1.876 billion in special
obligation bonds to be issued (of which $1.770 billion (which amount includes net premium) have been issued as of
the date hereof) secured by revenues in the Commonwealth Transportation Fund to finance the Accelerated Bridge
Program. Section 20 of the Chapter 79 of the Acts of 2014 authorized the issuance of approximately $6.7 billion of
bonds of the Commonwealth either as general obligation bonds or special obligation bonds (of which $729.184
million (which amount includes net premium) have been issued as of the date hereof) to be secured by revenues in
the Commonwealth Transportation Fund to finance certain capital expenditures of the MassDOT on behalf of
Massachusetts Bay Transportation Authority (“MBTA”) and certain rail improvement projects across the
Commonwealth.

Under the Accelerated Bridge Program Act, the Commonwealth may issue any portion of the therein
authorized federal highway grant anticipation notes as special obligation bonds or special obligation bonds as federal
highway grant anticipation notes, provided that the aggregate amount (including net premium) of such special
obligation bonds and federal highway grant anticipation notes may not exceed $2.984 billion, and provided that the
Governor and the Treasurer and Receiver-General (the “Treasurer”) determine that issuing such special obligation
bonds or federal highway grant anticipation notes in such manner is necessary or is in the best financial interests of
the Commonwealth, based on their consideration of: (i) the Commonwealth’s authority under federal law to issue
federal highway grant anticipation notes; (ii) generally prevailing financial market conditions; (iii) the impact of
each financing approach on the overall capital financing plans and needs of the Commonwealth; (iv) any ratings
assigned to outstanding bonds of the Commonwealth and any ratings expected to be assigned by any nationally-
recognized credit rating agency to the bonds or notes proposed to be issued; and (v) any applicable provisions of
state finance law.

The 2017 Notes are the Commonwealth’s fifth issuance of Trust Agreement Notes under the Trust
Agreement pursuant to the Accelerated Bridge Program Act. The 2017 Notes, together with other Trust Agreement
Notes, are being issued as federal highway grant anticipation notes, and are further secured by a pledge of the net
revenues from the Commonwealth Transportation Fund. The aggregate principal amount of Trust Agreement Notes
currently outstanding is $738.010 million.

Additional federal highway grant anticipation notes are currently expected to be issued by the
Commonwealth through state fiscal year (“SFY”) 2021 to finance the costs of the Accelerated Bridge Program.
Additional CTF Bonds (as defined herein) are also expected to be issued in November, 2017 and later to fund other
transportation projects to the extent authorized under the Special Obligation Act.

Since the Accelerated Bridge Program commenced in 2008, 268 structures have been replaced, renovated
or preserved. In addition, numerous scheduled and emergency repairs have been made to hundreds of additional
bridges across Massachusetts. Of the 200 projects that have received notices to proceed since the program began,
76% of the projects are trending on budget and 68% are on track to be completed by their original contract
completion dates. The program exceeded its primary goal of reducing the number of structurally deficient bridges in
Massachusetts to below 450 by the target date of September 30, 2016.

MassDOT has contracted all major projects currently under the program, including the following projects
to be funded in part with proceeds of the 2017 Notes:

e The replacement of the temporary Fore River Bridge with a permanent bridge is budgeted at $274 million
and currently projected to be completed by December 2018. The bridge carries State Route 3A over the
Fore River between Quincy and Weymouth, accommodates an estimated ADT of 32,000 vehicles, and
serves significant commercial shipping traffic;

e  The replacement of the John Greenleaf Whittier Memorial Bridge over the Merrimack River is budgeted at
$328 million and is currently projected to be completed in summer of 2018. The bridge currently provides



six lanes of two-way traffic and accommodates an estimated ADT of 70,000 vehicles. The project will
widen the bridge and approximately 4.25 miles of 1-95 between Newburyport and Salisbury, providing for
a consistent eight-lane cross section throughout the 1-95 corridor;

e The rehabilitation of the Longfellow Bridge, which links Cambridge and Boston, is budgeted at $298
million and is currently projected to be completed in late spring of 2018. The bridge serves vehicular and
pedestrian traffic with an estimated ADT of 28,600 vehicles, and serves the MBTA Red Line train with an
estimated daily passenger load of 90,000;

e  The replacement of the existing non-operating draw bridge (Woods Memorial Bridge) with a new fixed
bridge between Everett and Medford and Revere Beach Parkway (Route 16) is budgeted at $81 million and
is currently projected to be complete by summer 2019; and

e  The replacement of a bridge in Millbury over West Main Street is budgeted at $21 million and currently
projected to be complete in December 2019. The work includes replacing the existing 3-span structure
with a single span structure. Both the superstructure and substructure will be replaced. The bridge will be
widened to accommodate four travel lanes along Route 146 and two acceleration lanes for the existing
ramps. The bridge construction will need to be staged in order to maintain the existing four travel lanes on
Route 146. The vertical profile along Route 146 may increase to improve the vertical clearance over West
Main Street.

Summary of Pledged Funds

The Trust Agreement Notes are secured by and payable from two independent sources of funds, including
(1) reimbursements from the federal government for highway construction and (2) motor fuels tax revenues and
motor vehicle registry fees collected by the Commonwealth, subject in this case, to a prior pledge of such amounts
to Senior Obligations as described herein. Specifically, the Trust Agreement Notes are payable solely from and
secured by the following (collectively, the “Pledged Funds™):

(a) all federal highway construction reimbursements and other federal highway assistance (“Federal
Highway Reimbursements”) that the Commonwealth receives with respect to federally-aided
highway construction projects under Title 23 of the United States Code or any successor program
established under federal law (the “Federal-Aid Highway Program™); (See Federal Highway
Reimbursements below)

(b) Net CTF Pledged Funds (defined herein), including certain state motor fuels tax revenues and
motor vehicle registry fees, as more fully described below, subject to the prior pledge of such
amounts to the CTF Obligations (defined herein) and the 1994 Trust Agreement Bonds (defined
herein); (See Net CTF Pledged Funds below)

(c) Any tax credit paid to the Commonwealth by the federal government equal to a percentage of the
taxable interest the Commonwealth pays (“Direct Payments”) with respect to any Trust Agreement
Notes issued as Build America Bonds under the Trust Agreement;

(d) amounts, securities and any investment earnings with respect thereto in all funds and accounts
held under the Trust Agreement other than the Project Fund and the Rebate Fund; and

(e) any amounts payable to the Commonwealth by a Hedge Provider pursuant to a Qualified Hedge
Agreement relating to the Trust Agreement Notes. (There currently is no Qualified Hedge
Agreement relating to any Trust Agreement Notes.)

The Trust Agreement Notes are subordinate to the Senior Obligations, consisting of the outstanding 1994
Trust Agreement Bonds, which have a final maturity of June 1, 2022 and the CTF Obligations, all as defined herein.
See Net CTF Pledged Funds below.
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Federal Highway Reimbursements

Pledged Funds include monies received by the Commonwealth from the federal government under existing
and future federal highway construction assistance programs until paid at maturity. All such assistance received by
the Commonwealth will be collected for the benefit of the holders of the Trust Agreement Notes in a trust fund
established by law and, to the extent needed for such purpose, will be retained in trust to provide for debt service on
the Trust Agreement Notes. Application of such funds to the payment of principal of and interest on the Trust
Agreement Notes is permitted under federal law and may be made without legislative appropriation under
Massachusetts law. Neither the Commonwealth nor the trust fund established to secure the Trust Agreement Notes
is eligible for bankruptcy protection.

Federal highway construction assistance is paid to all states including the Commonwealth through the
Federal-Aid Highway Program from revenues collected by the United States Treasury from certain federally
imposed motor vehicle user fees, primarily fuel taxes, which revenues are deposited into the Federal Highway Trust
Fund (“HTF”). Distribution of assistance from the HTF is subject to periodic authorization and annual appropriation
by the United States Congress. Since such assistance was established by the Federal-Aid Highway Act of 1956, the
Federal-Aid Highway Program has been reauthorized numerous times in various forms at generally increasing
funding levels. Actual payments to states have continued without interruption since 1956.

The most recent authorization, the Fixing America’s Surface Transportation Act (the “FAST Act”),
signed December 4, 2015, reauthorizes the Federal-Aid Highway Program through September 30, 2020. The
FAST Act authorizes a $500 million annual increase for the National Highway Performance Program, a first
year increase of $1 billion for the Surface Transportation Program and approximately $200 million annually
thereafter for such program, and creates a new National Highway Freight Program funded with approximately
$1.2 billion annually. Additionally, the FAST Act provides continued funding for the programs previously
funded by the Moving Ahead for Progress in the 21st Century Act (“MAP-21"), the most recent multi-year
authorization of the Federal-Aid Highway Program prior to the FAST Act, and certain short-term
authorizations that were enacted after the expiration of MAP-21 but before the FAST Act was enacted. Over
the life of the legislation, the FAST Act increases overall highway funding by 15% and transit funding by
18%.



Federal highway construction assistance is paid to all states including the Commonwealth on a
reimbursement basis. Access to all of the amounts of available federal highway assistance for Massachusetts will
depend, in part, on its continued spending on federally-eligible projects. The Commonwealth expects that, as a
result of its extensive statewide road and bridge program, it will have sufficient federally eligible project
expenditures to be able to utilize all the federal highway assistance made available to it. In conjunction with the
development of the Statewide Transportation Improvement Program (“STIP”) for FFY 2016-2019, the Federal
Highway Administration (“FHWA”) provided the Commonwealth with guidance of annual Obligation Authority
(“OA”) of $600 million. The capital spending federal reimbursement estimates included in MassDOT’s cash flow
forecast for SFY 2017 assumes continuation of the Federal-Aid Highway Program at FAST Act levels. If necessary,
future cash flow forecasts will be updated to take into account any lapse of federal funding or delay in
reimbursements.

In addition, the Commonwealth has made extensive use of Advance Construction (“A/C”) 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
October 20, 2017, Massachusetts had an estimated $1.117 billion in planned costs so qualified, which, when spent,
should ensure that it will be able to draw down future federal assistance when available.

For additional detail on the Federal-Aid Highway Program, see General Overview of Federal-Aid Highway
Program and Appendix A.

Commonwealth Transportation Fund

In 2009, the Commonwealth enacted comprehensive transportation reform legislation as Chapter 25 of the
Acts of 2009, as amended (the “Transportation Reform Act”) to reorganize its transportation agencies and
authorities and to revise certain transportation financing statutes. The Transportation Reform Act created the
Commonwealth Transportation Fund (“CTF”) pursuant to Section 2ZZZ of Chapter 29 of the General Laws (the
“Commonwealth Transportation Fund Act”). Pursuant to the Commonwealth Transportation Fund Act, receipts
from the Commonwealth’s Motor Fuels Tax imposed under Chapters 644, 64F and 64F of the General Laws
(excluding 0.15% of the Gasoline Tax credited to the Inland Fisheries and Game Fund) are credited to the
Commonwealth Transportation Fund. In addition, the Transportation Reform Act provided that a portion of
Registry Fees imposed under Chapter 90 of the General Laws and other applicable law shall be deposited in the
Commonwealth Transportation Fund as provided in Section 34(iii) of Chapter 90. See Net CTF Pledged Funds.

The Transportation Reform Act amended the Special Obligation Act to provide that the Commonwealth
could pledge or assign all or any part of monies credited to the Commonwealth Transportation Fund to the payment
of special obligation bonds. The effect of these statutory changes was to increase the sources and total amount of
revenue available to be pledged to the Commonwealth’s special obligation bonds. The amendment to the Special
Obligation Act enacted as part of the Transportation Reform Act expressly provided that a legislative authorization
of special obligation bonds in effect as of July 1, 2009, such as the Accelerated Bridge Program Act, constitutes
valid authorization to borrow under the provisions of the Special Obligation Act, as amended.

Net CTF Pledged Funds

Net CTF Pledged Funds represent amounts credited to the CTF following payment of debt service on the
1994 Trust Agreement Bonds and the CTF Obligations, all as further described herein. The primary sources of Net
CTF Pledged Funds are the Motor Fuels Tax revenues and Registry Fees. These sources are described in greater
detail below. Additional information on the CTF can be found in Security and Sources of Payment for the Trust
Agreement Notes under the Trust Agreement.

Motor Fuels Tax. The Commonwealth’s Motor Fuels Tax revenues are derived from the excise imposed on
fuel (other than aviation fuel) by the provisions of Chapters 644, 64E, and 64F of the Massachusetts General Laws.

Chapter 644 currently imposes an excise tax of 24¢ per gallon on gasoline sold in the Commonwealth by
distributors and unclassified exporters and importers (“Gasoline Tax). Under state law, 99.85% of the Gasoline



Tax (other than with respect to aviation fuel) (currently 23.964¢ per gallon) is credited to the CTF (of which, 6.86¢
per gallon is subject to the prior pledge for the benefit of the 1994 Trust Agreement Bonds, see /994 Trust
Agreement Bonds below) and constitute Net CTF Pledged Funds under the Trust Agreement (“Pledged Gasoline
Tax). Fuel subject to the provisions of Chapter 644 consisting of cellulosic biofuel or a blend of gasoline and
cellulosic biofuel is taxable in proportion to the percentage of the fuel content consisting of gasoline, as determined
by the Commonwealth’s Department of Energy Resources. All Gasoline Tax imposed with respect to aviation fuel
under Chapter 644 is credited to the CTF and may be used only for airport development projects approved and
carried out at airports and landing facilities, and revenue from the tax on aviation fuel is not included in Net CTF
Pledged Funds.

Revenues from the Pledged Gasoline Tax collected by the Commonwealth representing the Prior Pledged
Funds (6.86¢ per gallon of the current 24¢ per gallon Gasoline Tax) constitute a portion of the Net CTF Pledged
Funds under the Trust Agreement but the lien thereon is subordinate to the prior lien of the 1994 Trust Agreement.
The portion of the Prior Pledged Funds in excess of the amounts necessary to pay debt service on the 1994 Trust
Agreement Bonds and to satisfy any other requirements under the 1994 Trust Agreement will be available to pay
debt service on the Bonds and to satisfy other requirements under the Trust Agreement. The final maturity date of
the 1994 Trust Agreement Bonds is June 1, 2022 and the Commonwealth has covenanted under the Trust
Agreement not to issue any additional bonds under the 1994 Trust Agreement except in certain circumstances,
refunding bonds. In addition, immediately upon the discharge and release of the lien of the 1994 Trust Agreement,
all Prior Pledged Funds will be available to pay debt service on the Bonds.

Chapter 64E imposes a tax on all combustible gases and liquids used or sold for use in an internal
combustion engine, other than those fuels which are subject to the provisions of Chapter 644, including diesel fuel
and liquefied gases, such as propane gas (“Special Fuels Tax”). Special fuels are currently taxed at a rate per gallon
equal to the rate imposed by Chapter 644, or 24¢ per gallon, except for liquefied gas, which is taxed at a rate of
19.1% of the average price per gallon. All of the Commonwealth’s revenues from the Special Fuels Tax imposed
under Chapter 64F are credited to the CTF and constitute Net CTF Pledged Funds under the Trust Agreement.

Chapter 64F currently imposes a tax on anyone who regularly operates motor vehicles on the highways of
the Commonwealth which are propelled by gasoline or special fuels acquired outside the Commonwealth (“Motor
Carrier Tax”) equal to the rate imposed by Chapter 644, or 24¢ per gallon. All of the Commonwealth’s revenues
from the Motor Carrier Tax imposed under Chapter 64F are credited to the CTF and constitute Net CTF Pledged
Funds under the Trust Agreement. See Net CTF Pledged Funds — Motor Fuels Tax. The Gasoline Tax, the Special
Fuels Tax and the Motor Carrier Tax are collectively referred to herein as the “Motor Fuels Tax” and the Pledged
Gasoline Tax, Special Fuels Tax and Motor Carrier Tax are collectively referred to herein as “Pledged Motor Fuels
Tax”.

Registry Fees. The Registry of Motor Vehicles (“RMV”), a division of the MassDOT, also imposes
various fees related to the use and operation of motor vehicles and trailers. Such fees are subject to approval of the
Executive Office for Administration and Finance. Pursuant to Section 34(iii) of Chapter 90 of the General Laws, a
portion of such fees (the “Registry Fees”) are directed to be deposited in the CTF and are available to be used for
transportation-related purposes, including debt service on special obligation revenue bonds issued under the Special
Obligation Act. See Net CTF Pledged Funds — Registry Fees.

CTF Obligations. Pursuant to the Accelerated Bridge Program Act, the Commonwealth has previously
issued special obligation bonds pursuant to a Trust Agreement dated as of December 1, 2010 (as amended and
supplemented from time to time, the “CTF Trust Agreement”) between the Commonwealth and The Bank of New
York Mellon Trust Company, N.A., as trustee (the “CTF Trustee”). The Commonwealth’s outstanding obligations
under the CTF Trust Agreement include bonds issued in 2010 (the “2010 CTF Bonds”), in 2012 (the “2012 CTF
Bonds”), in 2013 (the “2013 CTF Bonds”), in 2014 (the “2014 CTF Bonds”), in 2015 (the “2015 CTF Bonds”), in
2016 (the “2016 CTF Bonds”), and expected to be issued in November, 2017 (the “2017 CTF Bonds” and
collectively, the “CTF Bonds”).

The Rail Enhancement Program (“REP” or “Rail Enhancement Program”) was authorized in 2014 pursuant
to legislation that authorized approximately $6.7 billion of Commonwealth bonds to fund capital expenditures of the
MBTA and various rail improvement projects. This legislation further provided that such bonds could be issued



either as general obligation bonds or as special obligation bonds (of which $729.184 million (which amount includes
net premium) have been issued to date) secured by revenues in the CTF pursuant to the Special Obligation Act (the
“REP Bonds”). The current 5-year capital investment plan of the Commonwealth anticipates the expected aggregate
issuance in fiscal years 2018 through 2022 of up to approximately $1.479 billion (which amount includes net
premium) of these bonds as special obligation bonds under the Special Obligation Act. The REP Bonds, when
issued by the Commonwealth pursuant to the Special Obligation Act, will be “CTF Obligations,” senior to the Trust
Agreement Notes with respect to the Net CTF Pledged Funds.

The CTF Bonds and any other bonds issued from time to time under the CTF Trust Agreement or any other
trust agreement secured by monies credited to the CTF, including REP Bonds, when and if issued by the
Commonwealth pursuant to the Special Obligation Act, or subordinate CTF Bonds, if any, constitute CTF
Obligations. The CTF Obligations are senior to the Trust Agreement Notes with respect to the Net CTF Pledged
Funds (defined below) and are included in the definition of “Senior Obligations.” Additional bonds constituting
CTF Obligations may be issued by the Commonwealth from time to time.

1994 Trust Agreement Bonds. The Commonwealth previously issued special obligation revenue bonds
pursuant to a Trust Agreement dated as of June 1, 1994 between the Commonwealth and Shawmut Bank, N.A. as
trustee (as amended and restated, the “1994 Trust Agreement”), including bonds issued in 1997, 2002 and 2005
(collectively, the “1994 Trust Agreement Bonds”). The 1994 Trust Agreement Bonds are secured by the
Commonwealth’s pledge of 6.86¢ per gallon of revenues from the Gasoline Tax. The 1994 Trust Agreement Bonds
are currently outstanding in the aggregate principal amount of $128.3 million, with a final maturity of June 1, 2022.
The lien on the 1994 Trust Agreement is closed and no additional bonds may be issued under such agreement,
except for refunding bonds. The 1994 Trust Agreement Bonds are senior to the Trust Agreement Notes with respect
to the pledge of receipts from the Gasoline Tax credited to the Commonwealth Transportation Fund equal to 6.86¢
per gallon and are included in the definition of “Senior Obligations.”

The above summary is intended only as a general introduction to the 2017 Notes and does not purport to be
comprehensive or definitive. For more information concerning the 2017 Notes and the specific pledge and other
provisions of the Trust Agreement and descriptions of the Federal-Aid Highway Program and the Commonwealth’s
participation therein, prospective purchasers of the 2017 Notes should examine the entirety of this Official
Statement.

Purpose and Content of Official Statement

This Official Statement describes the terms and use of proceeds of and security for the 2017 Notes. This
introduction is subject in all respects to the additional information contained in this Official Statement, including
Appendices A through H. Appendix A contains a summary of the Federal-Aid Highway Program. Appendix B
contains a summary of the Special Obligation Act and the Commonwealth Transportation Fund Act. Appendix C
contains a summary of certain provisions of the Trust Agreement. Terms used in this Official Statement and not
defined herein are defined in Appendix C. Appendix D contains the proposed form of legal opinion of Bond Counsel
with respect to the 2017 Notes. Appendix E contains the proposed form of the Commonwealth’s continuing
disclosure undertaking to be included in the 2017 Notes to facilitate compliance by the original purchasers with the
requirements of paragraph (b)(5) of Rule 15¢2-12 of the Securities and Exchange Commission. See Continuing
Disclosure. Appendix F contains the Official Notice of Sale with respect to the 2017 Notes. Appendix G contains
the form of issue price certificate. Appendix H contains the list of outstanding Trust Agreement Notes expected to be
refunded with a portion of the proceeds of the 2017 Notes, which list is not final and is subject to change prior to the
sale of the 2017 Notes. All descriptions of documents contained in this Official Statement are only summaries and
are qualified in their entirety by reference to each such document.

THE 2017 NOTES
General
The 2017 Notes will be dated the date of delivery and will bear interest from such date payable

semiannually on June 15 and December 15 of each year, commencing June 15, 2018 (each an “Interest Payment
Date”), until the principal amount is paid. The 2017 Notes will mature on the dates and in the years and in the



aggregate principal amounts, and shall bear interest at the rates per annum (calculated on the basis of a 360-day year
of twelve 30-day months), as set forth on the inside cover page of this Official Statement. The Trustee will act as
paying agent with respect to the 2017 Notes. In such capacity, the Trustee is sometimes referred to herein as the
“Paying Agent.”

Book-Entry Only System. The 2017 Notes will be issued by means of a book-entry only system, with one
note certificate for each maturity immobilized at The Depository Trust Company, New York, New York (“DTC”).
The certificates will not be available for distribution to the public and will evidence ownership of the 2017 Notes in
principal amounts of $5,000, or whole multiples thereof. Transfers of ownership will be effected on the records of
DTC and its participants pursuant to rules and procedures established by DTC and its participants. Interest and
principal due on the 2017 Notes will be paid to DTC or its nominee as registered owner of the 2017 Notes. The
record date for payments on account of the 2017 Notes will be the last business day of the month preceding each
June 15 and December 15. As long as the book-entry only system remains in effect DTC or its nominee will be
recognized as the owner of the 2017 Notes for all purposes, including notices and voting. The Commonwealth will
not be responsible or liable for maintaining, supervising or reviewing the records maintained by DTC, its
participants or persons acting through such participants. See Book-Entry Only System.

Redemption

Optional Redemption of 2017 Notes. Each maturity of the 2017 Notes will be subject to redemption on and
after the June 15 immediately preceding the applicable maturity date at the option of the Commonwealth from any
monies legally available therefor, in whole or in part at any time, by lot, at 100% of the principal amount thereof,
plus accrued interest to the redemption date.

Notice of Redemption. The Commonwealth shall provide the Trustee with written notice of its election to
redeem the 2017 Notes and the Trustee shall give notice of redemption to the owners of the applicable 2017 Notes
not less than 30 days prior to the date fixed for redemption. So long as the book-entry-only system remains in effect
for such 2017 Notes, notices of redemption will be sent by the Trustee only to DTC or its nominee. Any failure on
the part of DTC, any DTC participant or any nominee of a beneficial owner of any such 2017 Note (having received
notice from a DTC participant or otherwise) to notify the beneficial owner so affected, shall not affect the validity of
the redemption. A notice of redemption may state (i) that it is conditioned upon the deposit of monies in an amount
equal to the amount necessary to effect the redemption not later than the redemption date, or (ii) that the
Commonwealth may rescind such notice at any time prior to the scheduled redemption date if the Commonwealth
delivers a notice thereof to the Noteholders. The redemption notice shall be of no effect if such monies are not so
deposited or if the notice is rescinded, and the failure of the Commonwealth to make funds available in whole or in
part on or before the redemption date shall not then constitute a default under the Trust Agreement.

On the specified redemption date, all 2017 Notes called for redemption shall cease to bear interest,
provided the Commonwealth has monies on hand to pay such redemption in full.

Selection for Redemption. In the event that less than all of any maturity of any 2017 Note is to be
redeemed, and so long as the book-entry-only system remains in effect for such 2017 Notes, the particular 2017
Notes or portion of any such 2017 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 2017 Notes, selection for redemption of less than all
of any one maturity of the 2017 Notes will be made by the Commonwealth 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 2017 Note will be considered a separate 2017 Note.

Plan of Finance

The New Money Notes are being issued for the purpose of financing the design, construction,
reconstruction and repair of or improvements to bridges and approaches in the Commonwealth.



Plan of Refunding

The Refunding Notes are being issued for the purpose of refunding certain outstanding Trust Agreement
Notes set forth in Appendix H.

The Commonwealth, upon the delivery of the 2017 Notes, will enter into a refunding trust agreement (the
“Refunding Trust Agreement”) with the Trustee. Such Refunding Trust Agreement will provide for the deposit of a
portion of the net proceeds of the 2017 Notes with the Trustee to be applied immediately upon receipt to the
purchase of non-callable direct obligations of the United States of America State and Local Government Series (the
“Defeasance Obligations™) and to fund, if needed, a cash deposit in such account. Such Refunding Trust Agreement
will require that maturing principal of and interest on the Defeasance Obligations held under such Refunding Trust
Agreement, plus any initial cash deposit, be held in trust in such account and paid to the Commonwealth solely for
the payment of the principal of and redemption premium, if any, and interest on the Refunded Notes subject to such
Refunding Trust Agreement. Upon the making of such deposit, the Refunded Notes will be defeased in accordance
with the Trust Agreement and no longer Outstanding thereunder.

According to the report described in “Verification of Mathematical Computations,” the Defeasance
Obligations held under the Refunding Trust Agreement as described above will mature at such times and earn
interest in such amounts such that they will produce sufficient moneys, together with any initial cash deposits, to
make the payments of principal of, premium, if any, and interest on the Refunded GANSs to and including their
respective redemption dates, each as set forth in Appendix H.

SOURCES AND USES OF FUNDS
The estimated sources and uses of funds with respect to the 2017 Notes are as follows:

Sources of Funds

Principal of the 2017 Notes $142,680,000.00
Net Original Issue Premium 27,202,651.30
Debt Service Fund Balance Allocable
to Refunded Notes 1,482,190.83
Commonwealth Funds 2.177.083.33
Total: $173,541,925.46
Uses of Funds ,
Deposit to Project Account $88,336,732.35
Deposit to Refunding Trust Fund 82,883,832.95
Deposit to Debt Service Fund 2,177,183.33
Underwriters’ Discount 138,399.60
Cost of Issuance 5.,877.23
Total: $173,541,925.46



DEBT SERVICE REQUIREMENTS

The following table sets forth the debt service requirements on the Trust Agreement Notes:

Debt Service on 2017 Notes

SFY Debt Service on Total Debt Service
Ending Existing Trust on Trust
June 30 Agreement Notes® Principal Interest Total Agreement Notes

2018 $81,144,527 - $4,141,683 $ 4,141,683 $ 85,286,211

2019 93,328,153 - 7,134,000 7,134,000 100,462,153

2020 93,328,299 - 7,134,000 7,134,000 100,462,299

2021 93,331,671 $9,210,000 7,134,000 16,344,000 109,675,671

2022 93,328,344 9,675,000 6,673,500 16,348,500 109,676,844

2023 93,330,220 10,155,000 6,189,750 16,344,750 109,674,970

2024 65,488,000 37,630,000 5,682,000 43,312,000 108,800,000

2025 80,519,000 24,480,000 3,800,500 28,280,500 108,799,500

2026 80,928,750 25,295,000 2,576,500 27,871,500 108,800,250

2027 81,254,250 26,235,000 1,311,750 27,546,750 108,801,000

(1) Represents gross debt service on the 2010 Notes (not including Direct Payments), the 2013 Notes, 2014 Notes and 2016 Notes, less the debt service on the Refunded
Notes.
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DEBT SERVICE COVERAGE

The following tables set forth estimated debt service coverage on the Trust Agreement Notes from both
Federal Highway Reimbursements and Net CTF Pledged Funds.

Federal Highway Reimbursements. For coverage purposes, annual Federal Highway Reimbursements are
assumed to be $600 million, based on guidance provided to the Commonwealth by the FHWA for the FFY 2016-
2019 STIP (See General Overview of the Federal-Aid Highway Program below). The FHWA notified the
Commonwealth it should plan for $600 million of annual OA during this timeframe.

Net CTF Pledged Funds. The Net CTF Pledged Funds on the following table includes estimated receipts
for SFY 2017 and thereafter, based on the Commonwealth’s actual receipts of Motor Fuels Tax and Registry Fees in
SFY 2016 and assuming no growth in such receipts in future years.

Debt Service on the Trust Agreement Notes. The first table shows annual debt service for the 2010 Notes,
the 2013 Notes, the 2014 Notes, the 2016 Notes and the 2017 Notes, and the second table includes all future
expected issuances described below.

Based on certain assumptions that are subject to change, including the assumptions for Pledged Funds
specified in the following tables, debt service coverage on all anticipated Trust Agreement Notes, assuming the
aggregate issuance of Trust Agreement Notes resulting in proceeds of approximately $1.060 billion, is estimated to
be no less than 15.2x and debt service coverage on the 2010 Notes, the 2013 Notes, the 2014 Notes, the 2016 Notes
and the 2017 Notes is estimated to be no less than 16.2x. All projections and estimates are subject to change. The
actual debt service coverage will likely vary from the amounts shown as actual circumstances in the future will
likely vary from the assumptions used for this Official Statement.

Future Issuance of CTF Obligations and Trust Agreement Notes. In addition to the 2017 CTF Bonds, the
Commonwealth currently expects to issue up to $1.225 billion (which amount includes net premium) of additional
CTF Bonds by the end of SFY 2022 to finance costs of the Accelerated Bridge Program and Rail Enhancement
Program. Any issuance of additional CTF Bonds is subject to compliance with certain debt service coverage tests
established under the trust agreement pursuant to which the CTF Bonds are issued. The Commonwealth also
expects to issue up to $31.9 million (which amount includes net premium) of additional federal grant anticipation
notes to be issued under the GAN Trust Agreement by the end of SFY 2021 to finance costs of the Accelerated
Bridge Program. The actual amount and timing of the issuance of additional CTF Bonds and additional notes under
the GAN Trust Agreement are subject to change. The current 5-year capital investment plan of the Commonwealth
anticipates that other capital needs, including projects to repair structurally deficient bridges and other transportation
infrastructure, will be funded from other sources.

The Commonwealth, to the extent authorized under other bond authorizations heretofore or hereafter
enacted and subject to the Special Obligation Act, may issue additional CTF Obligations for other transportation
purposes in addition to the Accelerated Bridge Program and the Rail Enhancement Program. Any such issuance is
subject to compliance with the applicable debt service coverage tests. In order to issue additional Trust Agreement
Notes, the Commonwealth will be required to comply with certain debt service coverage tests. See Security and
Sources of Payment for the Trust Agreement Notes Under the Trust Agreement — Limitations on Issuance of
Additional Notes.
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Outstanding Trust Agreement Notes — Projected Debt Service Coverage
($ in thousands)

Pledged Funds Projected Debt Service Coverage
SFY Existing Debt Service Federal Highway Net CTF Total Projected
Ending Federal Highway Projected Net CTF Total Projected on Trust Debt Service on Total Reimbursements Pledged Debt Service
June 30 Reimbursements'" Pledged Funds® Pledged Revenues Agreement Notes® 2017 Notes Debt Service Only Funds Only Coverage
2018 $601,071 $1,191,582 $1,792,653 $81,144 $ 4,142 $ 85,287 7.0x 14.0x 21.0x
2019 600,909 1,181,234 1,782,143 93,328 7,134 100,462 6.0x 11.8x 17.7x
2020 600,731 1,181,228 1,781,958 93,328 7,134 100,462 6.0x 11.8x 17.7x
2021 600,539 1,181,227 1,781,766 93,332 16,344 109,676 5.5x 10.8x 16.2x
2022 600,333 1,181,228 1,781,562 93,328 16,349 109,677 5.5x 10.8x 16.2x
2023 600,114 1,207,392 1,807,506 93,330 16,345 109,675 5.5x 11.0x 16.5x
2024 600,000 1,207,394 1,807,394 65,488 43,312 108,800 5.5x 11.1x 16.6x
2025 600,000 1,207,086 1,807,086 80,519 28,281 108,800 5.5x 11.1x 16.6x
2026 600,000 1,206,749 1,806,749 80,929 27,872 108,801 5.5x 11.1x 16.6x
2027 600,000 1,206,369 1,806,369 81,254 27,547 108,801 5.5x 11.1x 16.6x

(1) Annual Federal Highway Reimbursements assumed to equal $600 million in SFY2018. Federal Highway Reimbursements through SFY2023 also include interest subsidy payments received by the Commonwealth from
the U.S. Treasury (“Direct Payments”) with respect to the 2010 Notes issued as Build America Bonds, reduced for the 6.6% reduction in subsidy payments projected during federal fiscal year 2018 by the Department of
Treasury as a result of sequestration.

(2) Net CTF Pledged Funds are net of amounts to be used for debt service payments on the 1994 Trust Agreement Bonds and the outstanding CTF Bonds, as well as debt service on the 2017 CTF Bonds. Net CTF Pledged
Funds consist of monies in the Commonwealth Transportation Fund from the following sources, subject to the prior lien of the CTF Obligations: (i) Chapter 644 Gasoline Tax, (ii) Special Fuels Tax and Motor Carrier
Tax, (iii) Registry Fees expected to be credited to the Commonwealth Transportation Fund pursuant to Section 34(iii) of Chapter 90, (iv) the portion of the Prior Pledged CTF Funds (6.86 cents per gallon of the Chapter
644 Gasoline Tax) in excess of the amounts necessary to pay debt service on the 1994 Trust Agreement Bonds and to satisfy any other requirements under the 1994 Trust Agreement, and (v) Direct Payments relating to
the 2010 CTF Bonds, reduced for the 6.6% reduction in subsidy payments projected during federal fiscal year 2018 by the Department of Treasury as a result of sequestration. See “Net CTF Pledged Funds.”

(3) Represents gross debt service on the 2010 Notes, not including Direct Payments, and debt service on the 2013 Notes, the 2014 Notes and the 2016 Notes, less the debt service on the Refunded Notes.
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Trust Agreement Notes — Projected Debt Service Coverage
($ in thousands)

Pledged Funds Projected Debt Service Coverage'
Projected Total
SFY Existing Debt Debt Service Federal Highway Net CTF Projected Debt
Ending Federal Highway Projected Net CTF Total Projected Service on Trust Debt Service on on Future Total Projected Reimbursements Pledged Service
June 30 Reimbursements” Pledged Funds® Pledged Revenues Agreement Notes® 2017 Notes Notes @ Debt Service® Only Funds Only Coverage
2018 $601,071 $1,191,582 $1,792,653 $81,144 $ 4,142 - $85,287 7.0x 14.0x 21.0x
2019 600,909 1,173,971 1,774,880 93,328 7,134 - 100,462 6.0x 11.7x 17.7x
2020 600,731 1,162,213 1,762,943 93,328 7,134 - 100,462 6.0x 11.6x 17.5x
2021 600,539 1,147,046 1,747,585 93,332 16,344 $3,913 113,589 5.3x 10.1x 15.4x
2022 600,333 1,124,056 1,724,389 93,328 16,349 4,081 113,758 5.3x 9.9x 15.2x
2023 600,114 1,146,552 1,746,666 93,330 16,345 4,245 113,920 5.3x 10.0x 15.2x
2024 600,000 1,146,554 1,746,554 65,488 43,312 5,444 114,244 5.3x 9.9x 15.2x
2025 600,000 1,146,260 1,746,260 80,519 28,281 5,476 114,275 5.3x 9.9x 15.2x
2026 600,000 1,145,942 1,745,942 80,929 27,872 5,474 114,275 5.3x 9.9x 15.2x
2027 600,000 1,145,581 1,745,581 81,254 27,547 5,476 114,277 5.3x 9.9x 15.2x

(1)  Annual Federal Highway Reimbursements assumed to equal $600 million in SFY2018. Federal Highway Reimbursements through SFY2023 also include interest subsidy payments received by the Commonwealth from
the U.S. Treasury (“Direct Payments”) with respect to the 2010 Notes issued as Build America Bonds, reduced for the 6.6% reduction in subsidy payments projected during federal fiscal year 2018 by the Department of
Treasury as a result of sequestration.

(2) Net CTF Pledged Funds are net of amounts to be used for debt service payments on the 1994 Trust Agreement Bonds and the outstanding CTF Bonds, as well as debt service on the 2017 CTF Bonds and on the projected
future CTF Bonds. Net CTF Pledged Funds consist of monies in the Commonwealth Transportation Fund from the following sources, subject to the prior lien of the CTF Obligations: (i) Chapter 644 Gasoline Tax, (ii)
Special Fuels Tax and Motor Carrier Tax, (iii) Registry Fees expected to be credited to the Commonwealth Transportation Fund pursuant to Section 34(iii) of Chapter 90, (iv) the portion of the Prior Pledged CTF Funds
(6.86 cents per gallon of the Chapter 644 Gasoline Tax) in excess of the amounts necessary to pay debt service on the 1994 Trust Agreement Bonds and to satisfy any other requirements under the 1994 Trust
Agreement, and (v) Direct Payments relating to the 2010 CTF Bonds, reduced for the 6.6% reduction in subsidy payments projected during federal fiscal year 2018 by the Department of Treasury as a result of
sequestration. See “Net CTF Pledged Funds.”

(3) Represents gross debt service on the 2010 Notes, not including Direct Payments, and debt service on the 2013 Notes, the 2014 Notes and the 2016 Notes, less the debt service on the Refunded Notes.

(4) Assumes the aggregate issuance in fiscal year 2021 of $31.9 million of Additional Notes.
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SECURITY AND SOURCES OF PAYMENT FOR THE TRUST AGREEMENT NOTES UNDER THE

General

TRUST AGREEMENT

The principal of and premium, if any, and interest on the Trust Agreement Notes and other obligations of
the Commonwealth from time to time owing under the Trust Agreement (collectively, the “Trust Agreement
Obligations™) are secured by a pledge of, and are payable solely from, the Pledged Funds, which consist of two
independent sources of funds, including (1) reimbursements from the federal government for highway construction
and (2) motor fuels tax revenues and motor vehicle registry fees collected by the Commonwealth, subject in both
cases, to a prior pledge of such amounts to Senior Obligations. The Pledged Funds consist of the following:

(a)
(b)
(©

(d)

(e)

the Pledged Federal Highway Revenues;
Net CTF Pledged Funds;

Direct Payments received by the Commonwealth with respect to Trust Agreement Notes issued as
Build America Bonds (the “2010 Notes™);

amounts, securities and any investment earnings with respect thereto in all funds and accounts
held under the Trust Agreement other than the Project Fund and the Rebate Fund; and

any amounts payable to the Commonwealth by a Hedge Provider pursuant to a Qualified Hedge
Agreement relating to the Trust Agreement Notes (currently, none).

The Pledged Federal Highway Revenues consist of Federal Highway Reimbursements and any other
monies deposited to or held for the credit of the Federal Highway Grant Anticipation Note Fund.

The Net CTF Pledged Funds include the following revenues and monies, after the application thereof in
accordance with the provisions of the 1994 Trust Agreement and the CTF Trust Agreement:

Q)

(g

(h)

(1)

W)

(k)

all monies received or to be received by the Commonwealth from: (i) the portion equal to 17.104¢
per gallon of the Gasoline Tax, (ii) equal to 24¢ per gallon with respect to the excise tax imposed
on fuel (other than liquefied gas) by the provisions of Chapters 64E and 64F, and (iii) equal to
19.1% of the average price per gallon (computed to the nearest tenth of one percent) with respect
to the excise tax imposed on liquefied gas by the provisions of Chapter 64F;

all Registry Fees including all (i) motor vehicle registration fees imposed under Chapter 90; (ii)
motor vehicle license fees imposed under Chapter 90; and (iii) miscellaneous fees and other
revenues relating to the operation and use of motor vehicle transportation;

all other monies received or to be received by the CTF Trustee from the 1994 Trustee pursuant to
the 1994 Trust Agreement;

subject to the prior lien of the 1994 Trust Agreement, 6.86¢ per gallon (other than aviation fuel) of
the Gasoline Tax;

any tax credit paid to the Commonwealth by the federal government equal to a percentage of the
taxable interest on any CTF Obligations issued as Build America Bonds under the CTF Trust
Agreement; and

to the extent permitted in the CTF Trust Agreement, such Additional Pledged Funds (as therein

defined) as the Commonwealth may by a subsequent supplemental trust agreement pledge to the
CTF Trustee as security for the CTF Obligations.
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Under the CTF Trust Agreement, the Commonwealth may change the rates of the Motor Fuels Tax or
Registry Fees, in any respect, including lowering such rates, upon the delivery of certain certifications, including a
certificate demonstrating that CTF Pledged Funds would equal at least 400% of the maximum aggregate debt
service due in the then current or any future fiscal year on CTF Obligations outstanding. See Net CTF Pledged
Funds.

The Trust Agreement Notes and the other Trust Agreement Obligations are not general obligations of the
Commonwealth, and the full faith and credit of the Commonwealth is not pledged to the payment of the Trust
Agreement Notes or the other Trust Agreement Obligations. The Commonwealth is not obligated to make any
payments with respect to the Trust Agreement Notes or the other Trust Agreement Obligations except as specified in
the Trust Agreement Notes and in the Trust Agreement, and the Commonwealth is not obligated to impose any taxes
to satisfy the Trust Agreement Notes or the other Trust Agreement Obligations.

The Special Obligation Act provides that the lien of the Trust Agreement on the Pledged Funds will be
perfected by filing the Trust Agreement in the records of the Treasurer. The Trust 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, irrespective of
whether such persons or entities have notice thereof. Pledged Funds may be pledged to secure other obligations of
the Commonwealth provided that the pledge of the Pledged Funds securing such other obligations is subordinate to
the pledge of the Pledged Funds securing the Trust Agreement Notes.

The lien of the Trust Agreement on the Federal Highway Reimbursements is limited to such monies 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 Senior Federal Highway Note Act (as defined herein), the Trust Agreement contains a
covenant to the effect that, 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%), or such other percentage as may be permitted
by Massachusetts law ($308.5 million in SFY 2017), 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, including
without limitation, the payment, redemption or defeasance prior to maturity of the principal of and interest on 2010
Trust Agreement Notes Outstanding. Any such use of Federal Highway Reimbursements also requires the
concurrence of the Secretary of Administration and Finance and the Secretary of Transportation (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 2017 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 representation as to the likelihood of any optional redemption or defeasance of the 2017
Notes or that it will not utilize other available funds, if any, for such purposes.

The Commonwealth has waived its sovereign immunity and consented to be sued on contractual
obligations, including the Trust Agreement Notes and the Trust Agreement, and all claims with respect thereto.
However, the property of the Commonwealth is not generally subject to attachment or levy to pay a judgment, and the
satisfaction of any judgment generally requires a legislative appropriation. The application of the Pledged Funds other
than the Net CTF Pledged Funds to satisfy the Trust Agreement Obligations, including satisfaction of any judgment
enforcing the Trust Agreement Obligations, will not be subject to appropriation by the Massachusetts Legislature.
However, application of the Net CTF Pledged Funds to pay Trust Agreement Obligations will require appropriation.
If Net CTF Pledged Funds are required to pay Trust Agreement Obligations and no appropriation of Net CTF
Pledged Funds for such purpose is made, the Net CTF Pledged Funds shall be held by the Trustee in the Holding
Account established under the Trust Agreement, and may not be applied by the Commonwealth to any other use to
the extent needed to pay debt service on the Trust Agreement Notes and other Trust Agreement Obligations.
Enforcement of a claim for payment of the Trust Agreement Obligations may also be subject to the provisions of
federal or state statutes, if any, hereafter enacted extending the time for payment or imposing other constraints upon
enforcement, insofar as the same may be constitutionally applied. Under Massachusetts law, the 2017 Notes have all
of the qualities and incidents of negotiable instruments under the Uniform Commercial Code. The Trust Agreement
Notes are not subject to acceleration.
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The Legislature has previously amended and may in the future amend the Special Obligation Act, the
Commonwealth Transportation Fund Act and other statutes that govern the Pledged Funds. Any future amendments
of the Special Obligation Act, the Commonwealth Transportation Fund Act and other statutes that govern Pledged
Funds are subject to the covenant of the Commonwealth that it shall not take any action that would impair the rights
and remedies of the owners of the Trust Agreement Notes.

Neither the Commonwealth nor the Federal Highway Grant Anticipation Note Trust Fund is eligible for
protection from its creditors pursuant to Title 11 of the United States Code.

Funds and Accounts

The Federal Highway Grant Anticipation Note Trust Fund was established by Section 10 of Chapter 11 of
the Acts of 1997, as amended by Chapter 121 of the Acts of 1998, as amended (the “Senior Federal Highway Note
Act”). The Trust Agreement establishes within the Federal Highway Grant Anticipation Note Trust Fund a Revenue
Account and a Project Fund. The Revenue Account is held and administered by the Trustee and constitutes part of
the security for the Trust Agreement Notes. Pursuant to the Trust Agreement, all Pledged Federal Highway
Revenues received by the Commonwealth and any other monies deposited with or paid to the Trustee for application
in accordance with the Trust Agreement, including any Direct Payments related to the Trust Agreement Notes, are
required to be deposited within two business days of receipt by the Commonwealth into the Revenue Account of the
Federal Highway Grant Anticipation Note Trust Fund. Such monies may be expended without further appropriation
for payment of Trust Agreement Obligations. The Trust Agreement also establishes the following Funds and
Accounts, which are separate from the Federal Highway Grant Anticipation Note Trust Fund:

(i) Redemption Fund;

(i1) Debt Service Fund, including a June 15 Debt Service Payment Account, a December 15
Debt Service Payment Account, a Holding Account and a Defeasance Account;

(i) Note Related Costs Fund; and
(iv) Rebate Fund.

All these Funds and Accounts are held and administered by the Trustee. All these Funds and Accounts are
included in the Pledged Funds securing the Trust Agreement Obligations except for the Rebate Fund. Monies and
securities held in the Rebate Fund are not available to pay the Trust Agreement Obligations and do not constitute
security therefor.

The Redemption Fund provides a depository for any funds, including Pledged Funds, not otherwise
required by the Trust Agreement to be deposited or applied with respect to the Trust Agreement Notes, so that such
funds may be used for the purposes of purchasing or optionally redeeming Trust Agreement Notes of a particular
series. Such use of Federal Highway Reimbursements without appropriation is limited by a provision of the Senior
Federal Highway Note Act described above. See General. In the event of a deficiency in the Debt Service Fund,
any funds held in the Redemption Fund, other than monies held for Trust Agreement Notes with respect to which a
notice of redemption has been given, shall be transferred to the applicable Account of the Debt Service Fund to the
extent necessary to make up such deficiency.

The Debt Service Fund contains two accounts, the June 15 Debt Service Account and the December 15
Debt Service Account, for the accumulation of Pledged Funds for the purpose of paying scheduled principal and
interest on the Trust Agreement Notes when due. Deposits to such Accounts are to be made as described below in
“Funding of Trust Agreement Obligations”. The Debt Service Fund also contains a Holding Account, which
account shall be deemed to be part of the Commonwealth Transportation Fund, for the purpose of holding Net CTF
Pledged Funds received from the Commonwealth and needed to pay debt service on the Trust Agreement
Obligations. The Debt Service Fund also contains a Defeasance Account for the retention of funds and securities
held for the purpose of paying defeased Trust Agreement Notes.

The Note Related Costs Fund holds Pledged Funds to be used to pay fees, costs and other amounts included
in the Trust Agreement Obligations, other than debt service on the Trust Agreement Notes. Funds held in the Note
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Related Costs Fund are available to pay debt service on the Trust Agreement Notes in the event of a deficiency in
the Debt Service Fund.

The Rebate Fund holds amounts, if any, payable by the Commonwealth to the United States Treasury
with respect to the Trust Agreement Notes pursuant to the arbitrage rebate requirements of Section 148 of the
Internal Revenue Code of 1986, as amended. Amounts deposited in the Rebate Fund are not included in the
Pledged Funds and are not available to pay debt service on the Trust Agreement Notes.

Funding of Trust Agreement Obligations
Under the Trust Agreement, the Commonwealth will fund the June 15 and December 15 debt service
payments on the Trust Agreement Notes up to one year in advance of each payment to Noteholders, using the

following procedure:

e No later than October 10 of each FFY, the Treasurer will deliver to the Trustee a “Statement of
Available Revenues” setting forth the following:

o amount of Federal Highway Reimbursements expected to be received during current
FFY;

o existing deficiencies in Funds and Accounts under the Trust Agreement due and payable
in current FFY'; and

o Trust Agreement Obligations expected to be due and payable during next FFY.

o The Treasurer will revise the Statement of Available Revenues throughout the FFY based

upon material revisions in the projections set forth therein.

e If there are any existing deficiencies in the Funds and Accounts, Federal Highway
Reimbursements will be retained by the Trustee to the extent of such deficiencies to replenish such
Funds and Accounts.

e Once the deficiencies, if any, have been replenished, if the amount of expected Federal Highway
Reimbursements during the current FFY shown in the Statement of Available Revenues is equal to
or greater than 120% of the sum of projected Trust Agreement Obligations for the next FFY, then
the Trustee will apply such monies as follows:

o the Trustee will transfer the Federal Highway Reimbursements to the Commonwealth for
any lawful purposes until the earlier of either December 15 or the date (the “December 15
Shortfall Date”) when the expected Federal Highway Reimbursements for the current
FFY less amounts received to date falls below 120% of the sum of projected Trust
Agreement Obligations for the next FFY;

o beginning on the earlier of December 15 or the December 15 Shortfall Date, the Trustee
shall retain an amount equal to next year’s December 15 Debt Service Requirement;

o once next year’s December 15 Debt Service Requirement is satisfied, the Trustee will
transfer the Federal Highway Reimbursements to the Commonwealth for any lawful
purposes until the earlier of either June 15 or the date (the “June 15 Shortfall Date”) when
the expected Federal Highway Reimbursements for the current FFY as set forth in the
Statement of Available Revenues, less amounts received to date, falls below 120% of the
sum of projected Trust Agreement Obligations expected to be paid after December 15 for
the next FFY;

o beginning on the earlier of June 15 or the June 15 Shortfall Date, the Trustee shall retain
an amount equal to next year’s June 15 Debt Service Requirement; and

o once next year’s June 15 Debt Service Requirement is satisfied, the Trustee will transfer
the Federal Highway Reimbursements to the Commonwealth for any lawful purposes.
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e  Once the deficiencies, if any, have been replenished, if the amount of expected Federal Highway
Reimbursements during the current FFY shown in the Statement of Available Revenues is less
than 120% of the sum of projected Trust Agreement Obligations for the next FFY, then the
Trustee will apply such monies as follows:

o the Trustee will retain the Federal Highway Reimbursements thereafter received first in
an amount equal to next year’s December 15 Debt Service Requirement, second in an
amount equal to next year’s June 15 Debt Service Requirement, and thereafter to pay all
other projected Trust Agreement Obligations in accordance with the Statement of
Available Revenues.

o If the Statement of Available Revenues shows that projected Federal Highway
Reimbursements are not expected to be sufficient to pay projected Trust Agreement
Obligations during the following Commonwealth Fiscal Year, the Governor, after notice
from the Treasurer not later than December 15, shall include in the annual operating
budget a recommendation to appropriate from Net CTF Pledged Funds an amount equal
to the Trust Agreement Obligations due in such Commonwealth Fiscal Year not provided
from other sources. Immediately upon recognition of a deficiency, Net CTF Pledged
Funds will be retained in the Holding Account. Funds will be dispensed from the
Holding Account to the June 15 Debt Service Account and the December 15 Debt
Service Account upon receipt of an appropriation. Funds in the Holding Account will be
retained in an amount sufficient to ensure that Federal Highway Reimbursements plus
Net CTF Pledged Funds will be available to pay next year’s Trust Agreement
Obligations, and are unavailable for other purposes should no appropriation be received.
See Net CTF Pledged Funds and Appendix C — Summary of Certain Provisions of the
Trust Agreement — Net CTF Pledged Funds.

e Notwithstanding the foregoing, upon the occurrence and during the continuance of an Event of
Default under the Trust Agreement, all Federal Highway Reimbursements will be retained by the
Trustee.

For a more complete description of the foregoing, see Appendix C - Summary of Certain Provisions of the
Trust Agreement — Revenue Account and — Covenants as to Pledged Funds and Federal Highway Grant
Anticipation Note Trust Fund.

Limitations on Issuance of Additional Notes

Under the Trust Agreement, Additional Notes may be issued on a parity basis with the Trust Agreement
Notes for the purpose of providing for the costs of the projects authorized by the Accelerated Bridge Program Act
and any other projects hereafter authorized, and for refunding Outstanding Trust Agreement Notes. The Trust
Agreement provides that no Additional Notes may be issued unless:

(a) as of the delivery of such Additional Notes, no Event of Default will have happened and will then
be continuing;

(b) the Commonwealth delivers a certificate setting forth the amount of (1) Federal Highway
Reimbursements and (2) Net CTF Pledged Funds received by the Commonwealth for each month
for the eighteen (18) month period ending with the last full month immediately preceding the date
of issuance of the Additional Notes (or, if the information for such last full month is not then
available, the last month for which such information is available);

(c) the amount of Federal Highway Reimbursements received by the Commonwealth during any
twelve (12) consecutive months out of such eighteen (18) month period referred to in clause (b)
above was not less than one hundred fifty percent (150%) of the maximum amount due in the then
current or any future Commonwealth with respect to the Adjusted Note Debt Service Requirement
with respect to the Trust Agreement Notes Outstanding including the proposed Additional Notes;

18



(d) the amount of Net CTF Pledged Funds received by the Commonwealth during the same twelve
(12) consecutive months referred to in clause (c) above was not less than two hundred fifty percent
(250%) of the maximum annual aggregate Adjusted Note Debt Service Requirement in the then
current or any future Commonwealth Fiscal Year on Trust Agreement Notes Outstanding
including the proposed Additional Notes;

(e) Federal Highway Reimbursements expected to be received by the Commonwealth during the
remainder of the FFY in which such Additional Notes are issued will be at least 120% of the Trust
Agreement Obligations due with respect to such Additional Notes in the next succeeding FFY
(minus any portion of such Trust Agreement Obligations to be paid from proceeds of the
Additional Trust Agreement Notes or other available amounts deposited with the Trustee for such

purpose);

63} all interest and principal, if any, payable on the Additional Notes during the FFY in which such
Additional Notes are issued shall be provided for from portions of the proceeds of such Additional
Notes or by other available funds deposited with the Trustee as of the date of issuance of such
Additional Notes; and

(2) the aggregate amount of bonds and notes, including the Trust Agreement Notes, the CTF Bonds
and the REP Bonds, other than any Refunding Notes and refunding CTF Bonds, does not exceed
the limit imposed by law.

The Commonwealth may issue Refunding Notes without regard to the conditions specified above so long
as (a) no Event of Default shall exist under the Trust Agreement and (b) the Adjusted Note Debt Service
Requirement for each Commonwealth Fiscal Year in which Trust Agreement Notes are or will be Outstanding (i)
computed immediately prior to the delivery of such Refunding Notes and (ii) computed immediately after the
delivery of such Refunding Notes, and showing either that (x) the Adjusted Note Debt Service Requirement for each
Commonwealth Fiscal Year in which Trust Agreement Notes will be Outstanding as computed in (ii) of this
paragraph will not be greater than the Adjusted Note Debt Service Requirement in each such Commonwealth Fiscal
Year as computed in (i) of this paragraph or (y) the net present value of the Adjusted Note Debt Service
Requirement as computed in paragraph (ii) of this paragraph is less than the net present value of the Adjusted Note
Debt Service Requirement as computed in paragraph (i) of this paragraph. In lieu of the requirements set forth in
clause (b) of this paragraph, the Commonwealth may deliver to the Trustee certificates satisfying the conditions of
clauses (b)-(f) of the preceding paragraph and in each case treating the Refunding Notes to be issued as Additional
Notes thereunder.

Prior to the issuance of any Additional Notes or Refunding Notes, the Trustee also shall have received any
other documents required by the Trust Agreement or the Applicable Supplemental Trust Agreement. The Trust
Agreement permits the Commonwealth to issue obligations that are secured by a subordinate pledge of the Pledged
Funds.

GENERAL OVERVIEW OF THE FEDERAL-AID HIGHWAY PROGRAM

The process of financing the Federal-Aid Highway Program begins with congressional approval of a
federal highway act, the most recent reauthorization of which is the FAST Act, signed into law on December 4,
2015, which authorizes funding for the Federal-Aid Highway Program through September 30, 2020. See Appendix
A — The Federal-Aid Highway Program — Reauthorization.

The amounts authorized in the federal highway acts serve as notice to the states of the size of the Federal-
Aid Highway Program, which gives the states the ability to start their planning process through the life of the
reauthorization. It permits the states to assign the funds to particular projects for planning purposes without the
funds having yet been annually appropriated. Subsequent appropriations acts are necessary for the actual payment of
the monies to the states.
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Annually, Congress sets the upper limits on that year’s authorizations from the Federal-Aid Highway
Program, and the FHWA, after making certain administrative deductions and set asides, apportions, or distributes,
the program funds to the states using federally mandated formulas and procedures. The annual federal
apportionment generally occurs on the first day of the FFY (October 1) and cannot be taken away except by lapsing
(generally, after approximately four years) or through a congressional action. As more particularly detailed herein
under Commonwealth Participation in the Federal-Aid Highway Program, since 2005, annual apportionments to the
Commonwealth have not been less than $577 million.

Because of the typical multi-year authorization and multi-year availability of funds associated with the
Federal-Aid Highway Program, federal limitations are placed on the amount of funds that a state can obligate within
a given FFY — OA — which applies to the total obligations of apportioned funds within a given year, regardless of
the year in which the funds were apportioned and carry-forward amounts from previous years’ unused amounts.
The ceiling on annual OA does not take back authorized funds already apportioned to the states, it only limits the
annual rate of obligation. As more particularly detailed herein under Commonwealth Participation in the Federal-
Aid Highway Program, since 2005, annual OA to the Commonwealth has not been less than $593 million.

The amount of the OA is included in the federal annual appropriations act for payment purposes.
Historically, FHWA has reimbursed the states for all appropriations, using other federal monies during recent
periods when the federal HTF did not have sufficient funds to cover the reimbursements. Since 1999, the
Commonwealth has received not less than $449.6 million annually in Federal Highway Reimbursements.

States can seek approval from FHWA of A/C status for a project, which allows the state to begin a project
and pay it from the state’s own funding sources, subject to later reimbursement when the OA becomes available.
A/C approval allows the states to further leverage their future expected receipt of Federal-Aid Highway Program
funds. As of September 27, 2017, the Commonwealth’s A/C balance was $1.12 billion.

Generally, projects are required to be included in the STIP before work can be authorized and initiated
using Federal-Aid Highway Program funds. The Commonwealth and its ten metropolitan transportation planning
organizations (“MPOs”) have a STIP for FFY 2018-2022 covering approximately $600 million annually in projects,
approximately 77% of which are statewide projects and the remaining approximately 23% of which are local. The
assumed $600 million of annual OA is based on guidance provided by the FHWA.

Annually, when the Commonwealth receives its FHWA apportionment, it first sets aside the projected debt
service payments on outstanding debt secured by Federal Highway Reimbursements, then the amount of A/C
projects’ cash flow, and is able to obligate, or contractually commit, to other projects the remaining apportionment.
As a matter of policy, the Commonwealth currently uses grant anticipation note proceeds for A/C projects, leaving
remaining monies for other projects.

For additional detail on the Federal-Aid Highway Program, see Appendix A.

COMMONWEALTH PARTICIPATION IN THE FEDERAL-AID HIGHWAY PROGRAM

The flow of Federal Highway Reimbursements into the Federal Highway Grant Anticipation Note Trust
Fund will depend on several factors, most notably, the amount of funding provided 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 implementation and management of the Federal-Aid Highway Program in the
Commonwealth, the recent history of funding levels provided to the Commonwealth, the Commonwealth’s use of
such funding, and the anticipated funding levels that could be made available to Massachusetts under the FAST Act.

Program Implementation and Management

Implementation of the Federal-Aid Highway Program involves three key steps: (i) budgeting; (ii) planning
and programming; and (iii) federal aid reimbursement.
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Budgeting. In Massachusetts, MassDOT’s Federal Aid Programming and Reimbursement Office, under the
Office of the Chief Financial Officer, (the “FAPRO”) and Office of Transportation Planning (“OTP”) have primary
responsibility for budgeting federally-aided transportation needs.

Planning and Programming. FAPRO and OTP coordinate transportation planning and programming
activities for MassDOT. At the state level, MassDOT and the Massachusetts Port Authority prepare plans. The
Commonwealth’s plans are then reviewed by U.S. Environmental Protection Agency (“EPA”) and the FHWA at the
federal level.

The long-range planning requirements are followed in Massachusetts in both a state and a regional planning
process. In 1995, Massachusetts released its 25-year long-range plan, titled Accessing the Future. This document
identifies the Commonwealth’s transportation policies, goals and initiatives through 2020, based on anticipated
levels of state and federal transportation funding, and is not intended to provide a project-by-project description of
the state’s future transportation investments. The plan was prepared by Mass Highway (predecessor to MassDOT)
and OTP, in coordination with several agencies and organizations including the FHWA, the Executive Office of
Environmental Affairs (predecessor to the Executive Office of Energy and Environmental Affairs) and the
Massachusetts Association of Regional Planning Authorities (“MARPA”).

The Massachusetts STIP is developed annually. STIP development is coordinated by FAPRO and OTP.
Initially, FAPRO and OTP project available state and federal funding for the next five years, based on anticipated
federal apportionments and anticipated state transportation funding. This total is then reduced to account for
regionally significant projects and programs. After such needs have been determined, formulas established by
MARPA are applied to the remaining 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
transportation funding plan.

Federal Aid Reimbursement. In Massachusetts, FAPRO manages the reimbursement process.

The Office of the Chief Financial Officer within MassDOT has day-to-day responsibility for paying 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, including
highway projects, administered by the Commonwealth. This system is called the Massachusetts Management
Accounting and Reporting System (“MMARS”). Within MMARS, an initial encumbrance for each project is
established, based on the total amount of revenues specified in the project agreement. As the project is
implemented, MMARS is used to track all expenditures and remaining encumbrance amounts. For federal-aid
highway projects for which the Commonwealth must seek reimbursement for expenditures, MMARS generates
federal billing information, and tracks the federal and Commonwealth sources of funding in detail. The federal-aid
billing capabilities of MMARS are designed specifically for the needs of MassDOT, while satisfying the cost
accumulation and billing requirements of the FHWA.

Reimbursement requests are submitted weekly and reimbursements are made by wire transfer generally
within four days. The Commonwealth’s system and management are highly automated, leading to a routine, weekly
flow of Federal Highway Reimbursements based on actual spending on approved projects. To the best of its
knowledge, the Commonwealth has never failed to receive Federal Highway Reimbursements that have been
requested.

Funding History

Role of Obligation Authority. As noted in the previous section, the culmination of the federal authorization
and appropriation process for the Federal-Aid Highway Program is the provision of OA to a state. OA, 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 expenditures on approved projects. Thus, current year OA plus prior
years’ OA obligated but not yet expended determines the maximum amount of federal highway assistance that a
state may receive under the Federal-Aid Highway Program. Although annual OA is not a direct representation of
the amount of reimbursements a state will receive under the Federal-Aid Highway Program in a given year (e.g., due
to lags in spending), OA levels will determine over time the amount of reimbursements that a state may receive.
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OA Provided to Massachusetts. Since the advent of the multi-year federal authorization acts in 1982,
Massachusetts has received substantial funding through the Federal-Aid Highway Program. The table below details
the amount of OA made available to the Commonwealth from FFY 2005 through FFY 2016 and the amount of such
OA actually obligated by the Commonwealth. As shown, the amount of annual OA provided to Massachusetts
under the Federal-Aid Highway Program averaged $641.2 million per year during this period, not including federal
stimulus funds pursuant to the American Recovery and Reinvestment Act of 2009 (“ARRA”) in FFY 2009. The
amount of OA made available remained relatively consistent during the period, ranging from $593.1 million to
$678.0 million, with the exception of $1.1 billion made available in FFY 2009, which included $437.9 million of
federal stimulus funds pursuant to the ARRA. The funding level available to Massachusetts in FFY 2009 is not
indicative of future levels.

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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The Commonwealth of Massachusetts
History of OA and Actual Obligations
(in millions)

FFY Formula Non-Formula Total Actual
OAD 0A®@ OA Obligations
2005 $507.2 $97.7 $604.9 $550.9
2006 531.0 102.2 633.2 567.9
2007 554.0 77.9 631.9 585.0
2008 548.1 75.2 623.3 590.0
2009 569.4 527.74) 1,097.1®) 883.2
2010 625.1 29.9 655.0 813.4
2011 641.9 36.1 678.0 653.1
2012 585.7 243 610.0 597.5
2013 619.0 9.0 628.0 606.5
2014 617.9 4.0 621.9 621.9
2015 590.4 2.8 593.1 593.1
2016 602.1 8.7 610.8 631.4
Average $582.7 $46.5@ $629.1® $641.2

SOURCE: MassDOT FAPRO.

(1)  Includes amounts attributable to Redistribution.

(2)  Includes amounts attributable to Minimum Guarantee and High Priority Funds.

(3)  FFY 2009 Non-Formula OA includes $437.9 million attributable to ARRA.

(4)  Average for Non-Formula OA was computed using FFY 2009 figure excluding the $437.9 million attributable to ARRA.

Actual Obligations. Since FFY 2005, the Commonwealth has used virtually all of the formula OA
provided by the federal government, including redistribution/bonuses of OA resulting from under-utilization in other
states. This is, in large part, the result of funding requirements for the Commonwealth’s extensive statewide road
and bridge program. Going forward, the Commonwealth anticipates continuing to use its full formula OA.

Reimbursements. The amount of Federal Highway Reimbursements received by the Commonwealth has
averaged approximately $598 million per year since FFY 2005. As noted, cash reimbursements tend to lag behind
the commitment of OA. Reimbursements received by the Commonwealth during the period shown tend to track the
use of OA, albeit on a delayed basis.

SAFETEA-LU. The total apportionments which Massachusetts received during the SAFETEA-LU period
(FFY 2005 through 2012), not including any future redistribution funds, was $5.013 billion, including ARRA funds,
for an annual average of $626.6 million. The following chart shows the SAFETEA-LU apportionments for

Massachusetts:
SAFETEA-LU Apportionments
(in millions)

FFY 2005 2006 2007 2008 2009 2010 2011 2012 Total | Average”
Apportionments-
Formula $522.7 [ $520.5 | $561.6 | $552.1 [ $563.6 | $621.5 | $579.6 | $578.0 [$4,499.6 | $562.5
Minimum Guarantee
/ Equity Bonus $28.6 $28.6 $13.2 $10.9 $11.8 $11.8 $11.6 $11.8 | $128.3 $16.0
High Priority/
DEMO/Other $77.1 $89.4 $70.4 $68.2 $64.6 $6.7 $4.4 $3.8 | $384.6 $48.1
ARRA - - - - $437.9 - - - $437.9 | $437.9
Total
Apportionments $628.4 | $638.5 | $645.2 | $631.2 [$1,077.9 | $640.0 | $595.6 | $593.6 [$5,450.4 | $626.6

SOURCE: MassDOT FAPRO.

* The Average column does not include amounts received pursuant to ARRA.
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MAP-21.

2013, 2014 and 2015, not including any future redistribution funds:

MAP-21 Apportionments

(in millions)

FFY 2013 2014 2015
Apportionments-Formula $586.30 $586.8 $597.4
DEMO/Other Allocations $23.90 $0.8 $0.6
Total Funding $610.20 $587.6 $598.0

SOURCE: MassDOT FAPRO.

The following table sets forth the total apportionment that Massachusetts received for FFYs

The FAST Act. The following table sets forth the total apportionment that Massachusetts received for FFY
2016 and the total apportionments which Massachusetts expects to receive for the period FFY 2017-2020, not

including any future redistribution funds:

FAST Act Apportionments

(in millions)

FFY 2016 2017 2018* 2019* 2020%* 2021%* 2022*
(estimated) | (estimated) | (estimated) | (estimated) | (estimated)

Apportionments-Formula | $617.0 $602.4 $648.2 $661.7 $6763.3 $692.0 $708.7

DEMO/Other Allocations $0.3 $39.9 - - -

Total Funding $617.3 $642.3 $648.2 $661.7 $676.3 $692.0 $708.7

SOURCE: MassDOT FAPRO.
* Amounts represent the estimated Federal-Aid Highway Program Apportionments for FFYs 2018- 2022 before post-apportionment set asides,
penalties and sequestration.

While the Commonwealth believes that sufficient Federal Highway Reimbursements will be received
during the term of the Trust Agreement Notes to pay the principal of and interest due on the Trust Agreement Notes
and all other Trust Agreement Obligations, various factors beyond the control of the Commonwealth may affect its
ability to do so, including, without limitation, subsequent reauthorizations of the FAST Act, federal budgetary
limitations and other possible changes in the Federal-Aid Highway Program that cannot now be anticipated.
However, in the case that Federal Highway Reimbursements are not sufficient, Net CTF Pledged Funds are
available to pay debt service on the Trust Agreement Notes, subject to appropriation. See Appendix A - The
Federal-Aid Highway Program — Reauthorization History.

Apportionment Formulas. The FAST Act maintains the majority of MAP-21’s process for apportioning
formula funds, but makes a few modifications. As under MAP-21, the FAST Act authorizes an annual lump sum for
all of the apportioned federal highway programs combined. Of this lump sum, certain specified supplemental
amounts will be reserved for the National Highway Performance Program in FFY 2019-20 and for the Surface
Transportation Block Grant Program (formerly the Surface Transportation Program) for each FFY 2016-2020. The
remaining amounts form the base apportionment. The FHWA calculates an initial amount for each State for each of
the base apportionment, the Surface Transportation Block Grant Program, and the National Highway Performance
Program. For FFY 2016, this initial amount is based on such state’s share of apportionments in 2015. The initial
amounts are then adjusted to ensure that each state’s combined amount of apportionments is not less than 95% of the
estimated tax payments attributable to highway users in that state paid into the HTF (other than the Mass Transit
Account) in the most recent fiscal year for which data are available. As under MAP-21, states are allowed to
transfer up to 50% of most apportioned funds to another federal program, with limited restrictions, to allow for
flexibility.

If future Federal-Aid Highway Program authorization acts provide funding levels for Massachusetts similar

to those authorized under the FAST Act, such assistance, if fully utilized, would substantially exceed the anticipated
maximum annual debt service on the Trust Agreement Notes of approximately $117.7 million. Similarly, if the
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equity provisions noted above remain in place, the level of Massachusetts contributions into the Highway Account
of the HTF should ensure that funding provided to Massachusetts under the Federal-Aid Highway Program would
exceed the debt service requirements of the Trust Agreement Notes. However, future funding and the continuance
of the equity provisions will be subject to future Congressional action, and there can be no assurance as to the level
of such funding or the continuation of the equity provisions. See Debt Service Coverage.

Future Utilization of Federal Highway Assistance

Under the Federal-Aid Highway 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 each contract as the work progresses and receives
reimbursement from the federal government for the federal share of the total costs. The aggregate amount of
reimbursements received by a state in any year is not necessarily equal to the state’s apportionment for such year.
Many projects and contracts extend over a number 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 Commonwealth expects that, as a result of its extensive statewide road and bridge
program and the Accelerated Bridge Program, 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, the Commonwealth has made extensive use of A/C 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 to the availability of future OA and the continued inclusion of the relevant projects on the
STIP. The Commonwealth estimates that as of September 30, 2017, approximately $1.65 billion in Commonwealth
project costs were so qualified. Such costs, when spent, should ensure that the Commonwealth will be able to draw
down future federal reimbursements when available.

NET CTF PLEDGED FUNDS

Although the Commonwealth anticipates repaying the Trust Agreement Notes from Federal Highway
Reimbursements, Net CTF Pledged Funds are available to pay debt service on the Trust Agreement Notes, if
necessary. Net CTF Pledged Funds consist of revenues and monies in the CTF from the following sources, subject
to the prior lien of the CTF Obligations:

Motor Fuels Tax. The Commonwealth’s Motor Fuels Tax revenues are derived from the excise imposed on
fuel (other than aviation fuel) by the provisions of Chapters 644, 64F, and 64F of the Massachusetts General Laws.

Chapter 644 currently imposes an excise tax of 24¢ per gallon on gasoline sold in the Commonwealth by
distributors and unclassified exporters and importers. Gasoline Tax, for purposes of the Trust Agreement, does not
include the excise on aviation fuel imposed by Chapter 644. Under state law, a portion of receipts from the
Gasoline Tax equal to 99.85% (currently 23.964¢ per gallon) is credited to the CTF (of which 6.86¢ per gallon is
subject to the prior pledge for the benefit of the 1994 Trust Agreement Bonds) and constitutes CTF Pledged Funds
under the CTF Trust Agreement (“Pledged Gasoline Tax”). Fuel subject to the provisions of Chapter 644 consisting
of cellulosic biofuel or a blend of gasoline and cellulosic biofuel is taxable in proportion to the percentage of the fuel
content consisting of gasoline, as determined by the Commonwealth’s Department of Energy Resources. All
Gasoline Tax imposed with respect to aviation fuel under Chapter 644 is credited to the CTF and may be used only
for airport development projects approved and carried out at airports and landing facilities, and revenue from the tax
on aviation fuel is not included in CTF Pledged Funds.

Revenues from the Pledged Gasoline Tax collected by the Commonwealth representing the Prior Pledged
CTF Funds (6.86¢ of the current 24¢ per gallon Gasoline Tax) constitute a portion of the CTF Pledged Funds under
the CTF Trust Agreement but the lien thereon is subordinate to the prior lien of the 1994 Trust Agreement. The
portion of the Prior Pledged CTF Funds in excess of the amounts necessary to pay debt service on the 1994 Trust
Agreement Bonds and to satisfy any other requirements under the 1994 Trust Agreement will be available to pay
debt service on the CTF Obligations and to satisfy other requirements under the CTF Trust Agreement. Such excess
is projected to be at least 5.01¢ per gallon, upon the issuance of the 2016 CTF Bonds. The final maturity of the
1994 Trust Agreement Bonds is June 1, 2022 and the Commonwealth has covenanted under the Trust Agreement to
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not issue any additional bonds under the 1994 Trust Agreement except in the case of refunding bonds. In addition,
immediately upon the discharge and release of the lien of the 1994 Trust Agreement, all Prior Pledged CTF Funds
will be available to pay debt service on the CTF Obligations, and will be part of the CTF Pledged Funds.

Chapter 64E imposes a tax on all combustible gases and liquids used or sold for use in an internal
combustion engine, other than those fuels which are subject to the provisions of Chapter 644, including diesel fuel
and liquefied gases, such as propane gas (“Special Fuels Tax”). Special fuels are currently taxed at a rate per gallon
equal to the rate imposed by Chapter 644, or 24¢ per gallon, except for liquefied gas, which is taxed at a rate of
19.1% of the average price per gallon. All of the Commonwealth’s revenues from the Special Fuels Tax imposed
under Chapter 64F are credited to the CTF and constitute CTF Pledged Funds.

Chapter 64F currently imposes a tax on anyone who regularly operates motor vehicles on the highways of
the Commonwealth which are propelled by gasoline or special fuels acquired outside the Commonwealth (“Motor
Carrier Tax”) equal to the rate imposed by Chapter 644, or 24¢ per gallon. All of the Commonwealth’s revenues
from the Motor Carrier Tax imposed under Chapter 64F are credited to the CTF and constitute CTF Pledged Funds.
The Gasoline Tax, the Special Fuels Tax and the Motor Carrier Tax are collectively referred to herein as the “Motor
Fuels Tax” and the Pledged Gasoline Tax, Special Fuels Tax and Motor Carrier Tax are collectively referred to
herein as “Pledged Motor Fuels Tax”.

Pursuant to legislation effective July 31, 2013, the rates of the Gasoline Tax, the Special Fuels Tax and the
Motor Carrier Tax were increased (generally, from 21¢ to 24¢ per gallon). Under the same legislation enacted in
2013, the rates of the Gasoline Tax, the Special Fuels Tax and the Motor Carrier Tax were to be adjusted for
increases in the consumer price index, commencing January 1, 2015. However, on November 4, 2014, the voters at
the statewide general election approved an initiative petition that repeals the indexing provision. Accordingly,
absent future legislative action, the indexing provision is not in effect.

Registry Fees. The Registry of Motor Vehicles (“RMV?”), a division of the MassDOT, also imposes
various fees related to the use and operation of motor vehicles and trailers. Such fees are subject to approval of the
Executive Office for Administration and Finance. Pursuant to Section 34(iii) of Chapter 90 of the General Laws, a
portion of such fees (the “Registry Fees”) are directed to be deposited in the CTF and are available to be used for
transportation-related purposes, including debt service on special obligation revenue bonds issued under the Special
Obligation Act.

Changes to Pledged Funds. To the extent permitted in the CTF Trust Agreement, any Additional CTF
Pledged Funds as the Commonwealth may pledge to the CTF Obligations in a supplemental trust agreement may be
used as security for the CTF Obligations.

The CTF Trust Agreement does permit the Commonwealth to change the rate of the Registry Fees or the
Motor Fuels Tax credited to the CTF, or both, in any respect, including lowering any rates or eliminating any fees or
taxes, provided that prior to the effective date of any such change, the Treasurer shall deliver a certificate to the
trustee for the CTF Obligations demonstrating the amount of CTF Pledged Funds received by the Treasurer during
any 12 consecutive months of the 18-month period ending with the last full month immediately preceding the
effective date of any such change, as adjusted, as set forth in such certificate, to reflect the proposed change in rates
to be at least equal to 400% of the maximum aggregate debt service due in the then current or any future fiscal year
on the CTF Obligations (other than subordinated CTF Obligations, if any). To the extent that the revenues and
monies constituting CTF Pledged Funds are amended or revised in accordance with the CTF Trust Agreement, the
definition of “Net CTF Pledged Funds” shall be likewise amended or revised to reflect the new revenues and monies
constituting CTF Pledged Funds.
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The table below shows actual CTF Pledged Funds since the inception of the CTF Trust Agreement. Net
CTF Pledged Funds represent CTF Pledged Funds following payment of debt service on the 1994 Trust Agreement
Bonds and CTF Obligations.

Historical CTF Pledged Funds®
(in thousands)

SFY Less: Debt Service Less: Debt
Ending CTF Pledged on 1994 Trust Service on CTF  Net CTF Pledged
June 30 Funds® Agreement Bonds Obligations® Funds
2017 $1,366,538 $51,276 $102,029 $1,213,233
2016 1,345,563 50,906 96,200 1,198,457
2015 1,336,078 52,225 81,054 1,202,799
2014 1,263,834 52,466 69,921 1,141,447
2013 1,171,978 58,922 58,108 1,054,948
2012 1,168,784 58,939 32,623 1,077,222

(1)  SFY 2012-2016 figures are audited; SFY 2017 figures are preliminary, unaudited and subject to change. Does not include Direct Payments
related to the 2010 Bonds, which are included in Pledged Funds.

(2)  For SFY 2011-2013, consists of: (i) 20.9685¢ per gallon of 21¢ per gallon Gasoline Tax then in effect, (ii) 100% of the remaining Motor
Fuels Tax and (iii) Registry Fees expected to be credited to the CTF pursuant to Section 34(iii) of Chapter 90. For SFY 2014-2016,
consists of (i) 23.964¢ per gallon of the 24¢ per gallon Gasoline Tax, (ii) 100% of the remaining Motor Fuels Tax and (iii) Registry Fees
expected to be credited to the CTF pursuant to Section 34(iii) of Chapter 90.

(3)  Outstanding Debt Service on CTF Obligations represents gross debt service on the Commonwealth’s CTF Bonds.

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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COMMONWEALTH TRANSPORTATION SYSTEM

Overview

MassDOT was created in 2009 pursuant to the Transportation Reform Act. While it has an appointed board
and is independent of the Commonwealth as a separate body politic, MassDOT is governed by certain state laws, rules
and policies applicable to other executive departments of the Commonwealth, including the use of the
Commonwealth’s central accounting system, MMARS, payroll system and adherence to state finance law.
MassDOT’s Office of the Secretary houses the central administrative functions of the organization, including the
General Counsel, Office of Chief Financial Officer, Information and Technology, Human Resources, Communications,
Performance Management and Innovation, Diversity and Civil Rights and Transportation Planning,.

MassDOT comprises the following four divisions:

e The Highways Division includes the roadways, bridges, and tunnels of the former MHD and the former
Massachusetts Turnpike Authority, the Tobin Bridge and certain assets of the Massachusetts Department of
Conservation and Recreation (“DCR”). The Highways Division is responsible for the design, construction
and maintenance of the Commonwealth’s state highways and bridges. The Division also is responsible for
overseeing traffic safety, engineering activities and snow and ice removal to ensure safe road and travel
conditions. The Division has six regional districts.

e The Rail & Transit Division is responsible for all transit, freight and intercity rail initiatives and oversees
the Regional Transit Authorities (“RTA”) of the Commonwealth.

e The Acronautics Division has jurisdiction over the Commonwealth’s public use airports, private use
landing areas, and seaplane bases. It is responsible for airport development and improvements, aviation
safety, aircraft accident investigation, navigational aids, and statewide aviation planning. The Division
certifies airports and heliports, licenses airport managers, conducts annual airport inspections, and enforces
safety and security regulations.

e The RMV is responsible for vehicle operator licensing and vehicle and aircraft registration available both
online and at service centers across the Commonwealth. The RMV oversees commercial and non-
commercial vehicle inspection stations.

Chapter 46 of the Acts of 2015, which is the Commonwealth’s fiscal year 2016 budget (the “2016 Budget
Act”), amended certain provisions governing MassDOT and the MBTA. Effective July 1, 2015, MassDOT is governed
by an eleven-member board (the “Board of Directors” or the “Board”) appointed by the Governor with expertise in
transportation, finance, engineering and municipal government with temporary oversight by the FMCB, as described in
the following paragraph. A representative of a labor organization is also appointed to the Board. The Board oversees
the organization, while serving as the governing body of both MassDOT and MBTA. MassDOT is administered by the
Secretary of Transportation, appointed by the Governor to serve as the Chief Executive Officer and the Secretary serves
as an ex-officio member of the Board. The Enabling Act does not provide for MassDOT to be a debtor under the
federal bankruptcy code.

Financing the Transportation System

Massachusetts Bay Transportation Authority Fiscal and Management Control Board. A five-member FMCB
to oversee the MBTA was appointed by Governor Baker on July 17, 2015, pursuant to the 2016 Budget Act. The
FMCB is within MassDOT and reports to the Secretary of Transportation. The FMCB is afforded all powers,
responsibilities and obligations relative to the MBTA that are vested in the MBTA Board of Directors, with certain
limited exceptions. The FMCB will continue until 2018, although it may be extended until 2020. At the dissolution of
the FMCB, the MBTA Board of Directors will resume governance of the MBTA. In addition, the FMCB may (i)
establish separate operating and capital budgets each with clearly designated revenue sources and uses and establish
policies and procedures to ensure that no funds are commingled between operating and capital budgets; (ii) establish
one-year and five-year operating budgets beginning with fiscal year 2017, which are balanced primarily through a
combination of internal cost controls and increased own-source revenues and which facilitate the transfer of all MBTA
employees from the capital budget to the operating budget; (iii) establish five-year and 20-year capital plans that
include a phased program for the complete restoration of the physical assets of the MBTA including its vehicle fleet, a
plan to address failings within the existing capital program and funding recommendations to meet the region’s transit
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needs; (iv) establish a rigorous performance management system and performance metrics and targets that address,
among other things, maximizing of own-source revenues, increasing ridership, reducing absenteeism, addressing
vacancies and attrition, improving employee morale, achieving procurement and contracting improvements and
improving customer focus and orientation; (v) review any contract for the provision of services entered into by the
MBTA, including contracts entered into before the establishment of the FMCB, including, but not limited to, commuter
rail and paratransit service contracts, and amend those contracts, as necessary, in accordance with their terms; and (vi)
establish, increase, or decrease any fare, fee, rate, or charge for any service, license or activity within the scope of the
MBTA. The FMCB may: (i) reorganize or consolidate MBTA departments, divisions or entities, in whole or in part,
except the Metropolitan Boston Transit Parking Corporation; (ii) establish any new departments, divisions, or entities
as it considers necessary; and (iii) transfer the duties, powers, functions and appropriations of a department, division or
entity, except the duties, powers, functions and appropriations of the Metropolitan Boston Transit Parking Corporation
to another. Any reorganization or consolidation that affects MassDOT shall be approved by the Board.

Constitutional Limitations. Article 78 of the Articles of Amendment to the Massachusetts Constitution, as
amended, requires that any fees, duties, excises or license taxes relating to the registration, operation or use of vehicles
on public highways, or to fuels used for propelling such vehicles (as previously defined, “Article 78 Revenues”), be
expended only for the following purposes: (1) the cost of administration of laws providing for such revenue, (2) the
making of refunds and adjustments relating to such revenue; (3) the payment of highway obligations; (4) the cost of
construction, reconstruction, maintenance and repair of public highways, bridges and mass transportation lines; (5) the
cost of enforcing state traffic laws; and (6) the cost of other mass transportation purposes. Article 78 Revenues may be
expended by the Commonwealth and its counties, cities and towns for these purposes only in such manner as the
Legislature may direct.

The Motor Fuels Tax imposed under Chapters 644, 64E and 64F and the Registry Fees are classified as
Article 78 Revenues.

Funding Process. Prior to the Transportation Reform Act, transportation policy, planning and financing were
segregated into separate silos of quasi-independent authorities and state agencies. One primary goal of the
Transportation Reform Act was to better coordinate the Commonwealth’s transportation programs while finding
economies of scale and best practices to reduce costs and manage a world class transportation network. Within the new
streamlined MassDOT, jurisdiction over the operations and maintenance of the transportation system is shared among
state, regional transit agencies and local governments.

The annual operating and capital budgets for transportation are developed through a collaborative process that
encompasses many different organizations and individuals. These include:

e Governor: Establishes overall policies and spending priorities for MassDOT, including recommending the
amount of funds that should be transferred to MassDOT within the annual operating budget. The Governor also
determines the amount and timing of any authorized borrowing to fund capital investments. At the request of the
Governor, the Treasurer issues bonds to borrow funds for authorized and budgeted capital projects at MassDOT.

e Legislature: Appropriates funds through the annual budget consistent with state law and the Massachusetts
Constitution for transportation programs and projects. The Legislature also authorizes bond bills, or statutory
authorizations to borrow money, to fund the capital budget.

e  MassDOT: The Secretary of Transportation develops an annual operating and five-year capital budget for the
department. MassDOT forecasts, plans and monitors financing for capital improvement projects on the state
highway system and publically accessible airports, coordinates with the MBTA and RTAs on bus and rail funding,
and works with the Metropolitan Planning Organizations (“MPO”) to finance local road projects.

e MassDOT Board of Directors: The 11-member MassDOT board, appointed by the Governor, reviews and
adopts the annual operating and capital budgets for the department and MBTA. The Board further recommends
policy and funding priorities to the Secretary, the Governor and Legislature.
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e MBTA Fiscal and Management Control Board: The five-member board establishes separate operating and
capital budgets, including one and five-year operating budgets and five-year and 20-year capital plans.

e  Metropolitan Planning Organizations & Regional Transit Authorities: MPOs and RTAs are responsible
for planning, coordinating and, in the case of RTAs, operating regional transportation systems. In the
Commonwealth, the thirteen MPOs develop transit and roadway reinvestment plans which identify projects for
funding in the STIP.

BOOK-ENTRY ONLY SYSTEM

The Depository Trust Company (“DTC”), New York, New York will act as securities depository for the
2017 Notes. The 2017 Notes will be issued as fully-registered securities registered in the name of Cede & Co.
(DTC’s partnership nominee) or such other name as may be requested by an authorized representative of DTC. One
fully-registered 2017 Note certificate will be issued for each maturity of the 2017 Notes as set forth on the inside
cover page hereof, each in the aggregate principal amount of such maturity, and will be deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company 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 and provides asset servicing for over 3.5 million issued of U.S. and non-U.S. equity
issues, corporate and municipal debt issues, and money market instruments (from over 100 countries) that DTC’s
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct
Participants of sales and other securities transactions in deposited securities, through electronic computerized book-
entry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement
of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities
Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). DTC has a Standard & Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file
with the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com.

Purchases of 2017 Notes under the DTC system must be made by or through Direct Participants, which will
receive a credit for the 2017 Notes on DTC’s records. The ownership interest of each actual purchaser of each 2017
Note (the “Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial
Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are, however,
expected to receive written confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.
Transfers of ownership interests in the 2017 Notes are to be accomplished by entries made on the books of Direct
and Indirect Participants acting on behalf of the Beneficial Owners. Beneficial Owners will not receive certificates
representing their ownership interests in the 2017 Notes, except in the event that use of the book-entry system for
the 2017 Notes is discontinued.

To facilitate subsequent transfers, all 2017 Notes deposited by Direct Participants with DTC are registered
in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized
representative of DTC. The deposit of the 2017 Notes with DTC and their registration in the name of Cede & Co. or
such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual
Beneficial Owners of the 2017 Notes; DTC’s records reflect only the identity of the Direct Participants to whose
accounts such 2017 Notes are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their customers.
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Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
Beneficial Owners of 2017 Notes may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the 2017 Notes, such as redemptions, defaults, and proposed amendments to the
2017 Note documents. For example, Beneficial Owners of 2017 Notes may wish to ascertain that the nominee
holding the 2017 Notes for their benefit has agreed to obtain and transmit notices to Beneficial Owners.

Redemption notices shall be sent to DTC. If less than all of the 2017 Notes within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to
be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the 2017
Notes unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the Commonwealth as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the
2017 Notes are credited on the record date (identified in a listing attached to the Omnibus Proxy).

THE COMMONWEALTH WILL NOT HAVE ANY RESPONSIBILITY OR OBLIGATION TO
THE DIRECT PARTICIPANTS, THE INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS
WITH RESPECT TO THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR BY ANY
DIRECT OR INDIRECT PARTICIPANT, THE PAYMENT OF OR THE PROVIDING OF NOTICE TO
THE DIRECT PARTICIPANTS, THE INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS OR
WITH RESPECT TO ANY OTHER ACTION TAKEN BY DTC AS NOTEOWNER.

The principal of and interest and premium, if any, on the 2017 Notes will be paid to Cede & Co., or such
other nominee as may be requested by an authorized representative of DTC, as registered owner of the 2017 Notes.
DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the Commonwealth or the Trustee on the payable date in accordance with their respective holdings
shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing instructions
and customary practices, as is the case with municipal securities held for the accounts of customers in bearer form or
registered in “street name”, and will be the responsibility of such Participant and not of DTC, the Trustee or the
Commonwealth, subject to any statutory or regulatory requirements as may be in effect from time to time. Payment
of the principal of and interest and premium, if any, to Cede & Co. (or such other nominee as may be requested by
an authorized representative of DTC) is the responsibility of the Commonwealth or the Trustee, disbursement of
such payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

The Commonwealth cannot give any assurances that Direct Participants or others will distribute payments
of principal of and interest on the 2017 Notes paid to DTC or its nominee, as the registered owner, to the Beneficial
Owners, or that they will do so on a timely basis or that DTC will serve and act in a manner described in this
document.

Beneficial Owners of the 2017 Notes will not receive or have the right to receive physical delivery of such
2017 Notes and will not be or be considered to be the registered owners thereof. So long as Cede & Co. is the
registered owner of the 2017 Notes, as nominee of DTC, references herein to the holders or registered owners of the
2017 Notes shall mean Cede & Co. and shall not mean the Beneficial Owners of the 2017 Notes, except as
otherwise expressly provided herein.

DTC may discontinue providing its services as depository with respect to the 2017 Notes at any time by
giving reasonable notice to the Commonwealth or the Trustee. Under such circumstances, in the event that a
successor depository is not obtained, 2017 Notes will be delivered and registered as designated by the Beneficial
Owners. The Beneficial Owner, upon registration of 2017 Notes held in the Beneficial Owner’s name, will become
the Bondowner. 2017 Note certificates are required to be printed and delivered.
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The Commonwealth may decide to discontinue use of the system of book-entry only transfers through DTC
(or a successor securities depository). In such event, 2017 Note certificates will be printed, delivered and registered
as designated by the Beneficial Owners.

The information in this section concerning DTC and DTC’s book-entry system has been furnished by DTC.
Such information is believed to be reliable, but the Commonwealth does not take any responsibility for the accuracy
thereof.

Neither the Commonwealth nor the Trustee will have any responsibility or obligation to the Direct or
Indirect Participants or the Beneficial Owners with respect to the accuracy of any records maintained by DTC or by
any Direct or Indirect Participant; the payment of, or the providing of notice to, the Direct or Indirect Participants or
the Beneficial Owners; or with respect to any other action taken by DTC as registered owner of the 2017 Notes.

THE INFORMATION IN THIS SECTION CONCERNING DTC AND DTC'S BOOK-ENTRY-
ONLY SYSTEM HAS BEEN OBTAINED FROM SOURCES THAT THE COMMONWEALTH BELIEVES
TO BE RELIABLE, BUT THE COMMONWEALTH TAKES NO RESPONSIBILITY FOR THE
ACCURACY THEREOF.

Transfer

So long as Cede & Co., as nominee for DTC, is the holder of record of the 2017 Notes, beneficial
ownership interests in the 2017 Notes may be transferred only through a Direct Participant or Indirect Participant, as
defined herein, and recorded on the book-entry system operated by DTC. In the event the book-entry only system is
discontinued, Note certificates will be delivered to the Beneficial Owners, which shall be transferable only upon the
register for the 2017 Notes maintained by the Paying Agent. Thereafter, the 2017 Notes, upon surrender thereof at
the Boston office of the Paying Agent with a written instrument of transfer satisfactory to the Paying Agent, duly
executed by the holder thereof or such holder’s duly authorized attorney, may be exchanged for an equal aggregate
principal amount of 2017 Notes of the same maturity and of authorized denominations.

In all cases in which the privilege of exchanging or transferring 2017 Notes is exercised, the
Commonwealth shall execute the 2017 Notes and (if the Trust Agreement applies) the Trustee shall authenticate and
deliver the 2017 Notes in accordance with the provisions of the Trust Agreement. For every such exchange or
transfer of 2017 Notes, the Paying Agent 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. The Paying Agent shall not be
required to make any such exchange or transfer of 2017 Notes during the period beginning on the record date next
preceding an interest or principal payment date and the interest or principal payment date.

LITIGATION

No litigation is pending or, to the knowledge of the Attorney General of the Commonwealth threatened
against or affecting the Commonwealth seeking to restrain or enjoin the execution and delivery of the Trust
Agreement or the issuance, sale or delivery of the 2017 Notes or in any way contesting or affecting the validity of
the 2017 Notes, the right of the Commonwealth to receive Federal Highway Reimbursements or to collect the Net
CTF Pledged Funds or the pledge of the Pledged Funds to secure any of the 2017 Notes as provided in the Trust
Agreement.

TAX EXEMPTION

In the opinion of Locke Lord LLP, Bond Counsel, based upon an analysis of existing laws, regulations,
rulings, and court decisions, and assuming, among other matters, compliance with certain covenants, interest on the
2017 Notes is excluded from gross income for federal income tax purposes under Section 103 of the Internal
Revenue Code of 1986 (the “Code”). Bond Counsel is of the further opinion that interest on the 2017 Notes is not a
specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although
Bond Counsel observes that such interest is included in adjusted current earnings when calculating corporate
alternative minimum taxable income. Bond Counsel expresses no opinion regarding any other federal tax
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consequences arising with respect to the ownership or disposition of, or the accrual or receipt of interest on, the 2017
Notes.

The Code imposes various requirements relating to the exclusion from gross income for federal income tax
purposes of interest on obligations such as the 2017 Notes. Failure to comply with these requirements may result in
interest on the 2017 Notes being included in gross income for federal income tax purposes, possibly from the date of
original issuance of the 2017 Notes. The Commonwealth has covenanted to comply with such requirements to
ensure that interest on the 2017 Notes will not be included in federal gross income. The opinion of Bond Counsel
assumes compliance with these covenants.

Bond Counsel is also of the opinion that, under existing law, interest on the 2017 Notes and any profit
made on the sale thereof are exempt from Massachusetts personal income taxes, and the 2017 Notes are exempt
from Massachusetts personal property taxes. Bond Counsel expresses no opinion regarding any other Massachusetts
tax consequences arising with respect to the 2017 Notes. Prospective purchasers of the 2017 Notes should be aware,
however, that the 2017 Notes are included in the measure of Massachusetts estate and inheritance taxes, and the
2017 Notes and the interest thereon are included in the measure of certain Massachusetts corporate excise and
franchise taxes. Bond Counsel has not opined as to the taxability of the 2017 Notes or the income therefrom under
the laws of any state other than Massachusetts. A copy of the proposed form of opinion of Bond Counsel is set forth
in Appendix C hereto.

To the extent the issue price of any maturity of the 2017 Notes is less than the amount to be paid at
maturity of such 2017 Notes (excluding amounts stated to be interest and payable at least annually over the term of
such 2017 Notes), the difference constitutes “original issue discount,” the accrual of which, to the extent properly
allocable to each owner thereof, is treated as interest on the 2017 Notes which is excluded from gross income for
federal income tax purposes and is exempt from Massachusetts personal income taxes. For this purpose, the issue
price of a particular maturity of the 2017 Notes is the reasonably expected initial offering price to the public or, if
applicable, the first price at which a substantial amount of such maturity of the 2017 Notes is sold to the public. The
original issue discount with respect to any maturity of the 2017 Notes accrues daily over the term to maturity of such
2017 Notes on the basis of a constant interest rate compounded semiannually (with straight-line interpolations
between compounding dates). The accruing original issue discount is added to the adjusted basis of such 2017
Notes to determine taxable gain or loss upon disposition (including sale, redemption, or payment on maturity) of
such 2017 Notes. Holders of the 2017 Notes should consult their own tax advisors with respect to the tax
consequences of ownership of 2017 Notes with original issue discount, including the treatment of purchasers who do
not purchase such 2017 Notes in the original offering to the public at the first price at which a substantial amount of
such 2017 Notes is sold to the public.

2017 Notes purchased, whether at original issuance or otherwise, for an amount greater than the stated
principal amount to be paid at maturity of such 2017 Notes, or, in some cases, at the earlier redemption date of such
2017 Notes (“Premium Bonds”), will be treated as having amortizable bond premium for federal income tax
purposes and Massachusetts personal income tax purposes. No deduction is allowable for the amortizable bond
premium in the case of obligations, such as the Premium Bonds, the interest on which is excluded from gross
income for federal income tax purposes. However, a holder’s basis in a Premium Bond will be reduced by the
amount of amortizable bond premium properly allocable to such holder. Holders of Premium Bonds should consult
their own tax advisors with respect to the proper treatment of amortizable bond premium in their particular
circumstances.

Bond Counsel has not undertaken to determine (or to inform any person) whether any actions taken (or not
taken) or events occurring (or not occurring) after the date of issuance of the 2017 Notes may adversely affect the
value of, or the tax status of interest on, the 2017 Notes. Further, no assurance can be given that any pending or
future legislation, including amendments to the Code, if enacted into law, or any proposed legislation, including
amendments to the Code, or any future judicial, regulatory or administrative interpretation or development with
respect to existing law, will not adversely affect the market value and marketability of, or the tax status of interest
on, the 2017 Notes. Prospective holders of the 2017 Notes are urged to consult their own tax advisors with respect
to any such legislation, interpretation or development.
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Although Bond Counsel is of the opinion that interest on the 2017 Notes is excluded from gross income for
federal income tax purposes and is exempt from Massachusetts personal income taxes, the ownership or disposition
of, or the accrual or receipt of interest on, the 2017 Notes may otherwise affect a holder’s federal or state tax
liability. Among other possible consequences of ownership or disposition of, or the accrual or receipt of interest on,
the 2017 Notes, the Code requires recipients of certain social security and certain railroad retirement benefits to take
into account receipts or accruals of interest on the 2017 Notes in determining the portion of such benefits that are
included in gross income. The nature and extent of all such other tax consequences will depend upon the particular
tax status of the holder or the holder’s other items of income, deduction or exclusion. Bond Counsel expresses no
opinion regarding any such other tax consequences, and holders of the 2017 Notes should consult with their own tax
advisors with respect to such consequences.

RATINGS

The 2017 Notes have been assigned ratings of “Aa2” (outlook: Stable) and “AAA” (outlook: Stable) by
Moody’s Investors Service, Inc. (“Moody’s”) and S&P Global Ratings (“Standard & Poor’s”), respectively.

Such ratings reflect only the respective views of Moody’s and Standard & Poor’s, 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 prices of the 2017 Notes.

COMPETITIVE SALE OF 2017 NOTES

After competitive, electronic bidding on November 1, 2017, the 2017 Notes were awarded by the
Commonwealth to Wells Fargo Bank, National Association, as purchaser. The purchaser of the 2017 Notes has
supplied the information as to the public reoffering yields of the 2017 Notes set forth on the inside cover hereof. If
all of the 2017 Notes were resold to the public at such yields, the purchaser of the 2017 Notes has informed the
Commonwealth that its total compensation is expected to be approximately 0.097% of the aggregate principal
amount of the 2017 Notes. The purchaser of the 2017 Notes may change the public offering yields from time to
time.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

On the date of delivery and payment, a portion of the proceeds of the Refunding Notes will be used to
purchase Defeasance Obligations to be held in trust by the Trustee to provide for payment of principal of and
interest on the Refunded Notes through their respective redemption dates. The arithmetical accuracy of certain
computations included in the schedules provided by or on behalf of the Commonwealth relating to (a) computation
of anticipated receipts of principal and interest on the Defeasance Obligations to pay the regularly scheduled debt
service on the Refunded Notes until the respective call dates and to redeem the Refunded Notes on those respective
call dates and (b) computation of yields on the 2017 Notes and the Defeasance Obligations will be verified by
Robert Thomas CPA, LLC, in accordance with attestation standards established by the American Institute of
Certified Public Accountants.

The verification performed by Robert Thomas CPA, LLC will be solely based upon data, information and
documents provided to Robert Thomas CPA, LLC by the Commonwealth and its representatives. Robert Thomas
CPA, LLC has restricted its procedures to recalculating the computations provided by the Commonwealth and its
representatives and has not evaluated or examined the assumptions or information used in the computations.

CERTAIN LEGAL MATTERS
The unqualified approving opinion as to the legality of the 2017 Notes will be rendered by Locke Lord

LLP, Boston, Massachusetts, Bond Counsel to the Treasurer. The proposed form of such opinion of Bond Counsel
is attached to this Preliminary Official Statement as Appendix D.
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CONTINUING DISCLOSURE

In order to assist the original purchasers in complying with paragraph (b)(5) of Rule 15c2-12 of the
Securities and Exchange Commission, the Commonwealth will undertake in the 2017 Notes to provide annual
reports and notices of certain events. A description of this undertaking is set forth in Appendix E attached hereto.

The Commonwealth failed to file an event notice in October, 2013 when the Moody’s rating on outstanding
Trust Agreement Notes was upgraded from Aa2 to Aal, and failed to file an event notice in March, 2014 when the
S&P rating on certain insured special obligation bonds payable from the Convention Center Fund was upgraded from
A to AA-. The Commonwealth has filed notices of all such rating changes with respect to the bonds that are currently
outstanding.

The fiscal 2012 and fiscal 2013 annual financial information filed by the Commonwealth pursuant to its
continuing disclosure undertakings related to its grant anticipation note program contained incorrect information
concerning the amounts of CTF pledged funds. Amended filings have been posted with the Municipal Securities
Rulemaking Board (the “MSRB”) through its Electronic Municipal Market Access (“EMMA”) system.

The fiscal 2012 annual financial information filed by the Commonwealth on March 26, 2013 pursuant to its
continuing disclosure undertakings related to its general obligation bond program contained incorrect information about
the amount of outstanding direct debt subject to the statutory debt limit and the amount of the limit. An amended filing
for fiscal 2012 has been posted with EMMA, and a corrected table is included in the Information Statement dated
September 27, 2017 (the “Information Statement”). See the Information Statement - LONG-TERM LIABILITIES — General
Authority to Borrow; Statutory Limit on Direct Debt.

The fiscal 2014 annual financial information was filed by the Commonwealth on March 27, 2015 pursuant
to its continuing disclosure undertakings with respect to its general obligation bonds; however, there was a failure to
link the filing to certain CUSIP numbers for Commonwealth general obligation bonds issued from October 29, 2014
through December 31, 2014. In addition, certain annual financial information was not properly linked to certain
contract assistance bonds and certain CTF Bonds. Corrective filings have since been posted on EMMA.

In the course of substituting liquidity facilities in connection with certain Commonwealth general obligation
variable rate demand bonds, supplements to the respective official statements for such bonds were posted in a timely
manner to EMMA setting forth detailed information regarding the substituted liquidity facilities; however, separate
event notices were not posted at the time. Event notices of the liquidity substitutions have since been posted.

In the course of reviewing its event notice filings, the Commonwealth discovered that bond call notices
were not posted in a timely manner to EMMA in connection with certain advance refunding transactions and that a
notice of defeasance was not timely posted to EMMA until approximately three and a half months after the
defeasance occurred. The Commonwealth has posted such notices with respect to all Commonwealth bonds that
have been advance refunded, where the funds to redeem or pay the bonds remain held in escrow.

The State Treasurer also regularly files information with EMMA beyond the documents required by the
Commonwealth’s continuing disclosure undertakings, including updated Information Statements. In addition,
information of interest to investors may be posted on the Commonwealth’s investor website at
www.massbondholder.com, on twitter at twitter.com/BuyMassBonds and on the Commonwealth’s “Mass. Investor
Disclosure” mobile app.

FINANCIAL ADVISOR

The Commonwealth has retained PFM Financial Advisors LLC to act as financial advisor with respect to
the issuance of the 2017 Notes. PFM is not obligated to undertake, and has not undertaken, either to make an
independent verification of or to assume responsibility for, the accuracy, completeness, or fairness of the
information contained in this Official Statement and the appendices hereto. PFM is an independent financial
advisory firm and is not engaged in the business of underwriting, trading or distributing securities.
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MISCELLANEOUS

Any provisions of the Trust Agreement, the constitution of the Commonwealth, general and special laws
and other documents set forth or referred to in this Official Statement are only summarized, and such summaries do
not purport to be complete statements of any of such provisions. Only the actual text of such provisions can be
relied upon for completeness and accuracy.

This Official Statement contains certain forward-looking statements that are subject to a variety of risks and
uncertainties that could cause actual results to differ from the projected results, including without limitation general
economic and business conditions, conditions in the financial markets, the financial condition of the Commonwealth
and various state agencies and authorities, receipt of federal grants, litigation, arbitration, force majeure events and
various other factors that are beyond the control of the Commonwealth and its various agencies and authorities.
Because of the inability to predict all factors that may affect future decisions, actions, events or financial
circumstances, what actually happens may be different from what is set forth in such forward-looking statements.
Forward-looking statements are indicated by use of such words as “may,” “will,” “should,” “intends,” “expects,”
“believes,” “anticipates,” “estimates” and others.

All estimates and assumptions in this Official Statement 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 matters of opinion, whether or not expressly
so stated, they are intended merely as such and not as representations of fact. The various tables may not add due to
rounding of figures.

The information, estimates and assumptions and expressions of opinion in this Official 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 any implication that there has been no change in the affairs
of the Commonwealth or its agencies, authorities or political subdivisions since the date of this Official Statement,
except as expressly stated.

Neither the Commonwealth’s independent auditors, nor any other independent accountants, have compiled,
examined, or performed any procedures with respect to any prospective financial information contained herein, nor

have they expressed any opinion or any other form of assurance on such information or its achievability, and assume
no responsibility for, and disclaim any association with, any prospective financial information.

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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AVAILABILITY OF OTHER INFORMATION

Questions regarding this Official Statement should be directed to Susan E. Perez, Deputy Treasurer, Office
of the Treasurer and Receiver-General, 3 Center Plaza, Suite 430, Boston, Massachusetts 02108, telephone (617)
367-3900, x. 816, or Jennifer Sullivan, Assistant Secretary for Capital 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, Locke Lord LLP, 111
Huntington Avenue, Boston, Massachusetts 02199, telephone (617) 239-0389.

THE COMMONWEALTH OF MASSACHUSETTS

By /s/ Deborah B. Goldberg
Deborah B. Goldberg
Treasurer and Receiver-General

By /s/ Michael J. Heffernan
Michael J. Heffernan
Secretary of Administration and Finance

November 1, 2017
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APPENDIX A

THE FEDERAL-AID HIGHWAY PROGRAM

A principal source of repayment and security for the Notes is payments received by the Commonwealth
from the federal government under the Federal-Aid Highway Program, pursuant to which the federal government
reimburses states for the federal share of approved highway projects. This Appendix A provides a summary of the
Federal-Aid Highway Program, including the process by which states request and receive Federal Highway
Reimbursements from the federal government. Terms used in this Appendix A and not defined herein are defined in
Appendix B.

The Federal-Aid Highway Program is an “umbrella” term that encompasses most of the federal programs
that provide highway funding to the states, including the Commonwealth. Within the U.S. Department of
Transportation, the FHWA is the federal agency responsible for administering the Federal-Aid Highway Program.
The Federal-Aid Highway Program is financed from the transportation user-related revenues deposited in the
Federal HTF. The primary source of revenues in the HTF is derived from federal excise taxes on motor fuels. Other
taxes include excise taxes on tires, trucks and trailers and truck use taxes.

Under the FAST Act, the Federal-Aid Highway Program includes seven apportioned funding programs: the
National Highway Performance Program, the Surface Transportation Block Grant Program, the Highway Safety
Improvement Program, the Railway-Highway Crossings Program, the Congestion Mitigation and Air Quality
Improvement Program, the Metropolitan Planning Program, and the National Highway Freight Program.

Certain Federal-Aid Highway Program features or requirements are explained or further defined where they
appear below but are introduced here for reference:

o The Federal Highway Trust Fund: The HTF is a dedicated federal fund with dedicated revenues
held in trust for reimbursement of expenditures by the states for costs of eligible transportation
projects, including highway projects.

e Authorization: “Authorization” is the process by which Congress authorizes the expenditure of
federal revenues on federal programs. For the Federal-Aid Highway Program, authorization
historically has been provided on a multi-year basis. This, together with the availability of HTF
revenues and future HTF collections permits states more certainty in planning long-term highway
projects. The current multi-year authorization, the FAST Act, became law on December 4, 2015
and continues until September 30, 2020. See Reauthorization History—The FAST Act below. The
previous multi-year authorization, MAP-21 (defined below), originally became effective on
October 1, 2012 and provided funding through September 30, 2014. After the expiration of MAP-
21 but before enactment of the FAST Act, Congress used a series of five short-term authorizations
to fund the Federal-Aid Highway Program. See Reauthorization History—MAP-21 below.

e Apportionment: For each federal fiscal year (“FFY”), the FHWA apportions the authorized
funding among the states according to formulas that are established in authorizing statutes. The
distribution of federal funds that do not have a statutory formula is called “allocation” rather than
“apportionment.”

e Obligation Authority (“OA”): “Obligation” is the commitment of the federal government to pay,
through reimbursements to a state, its share of the eligible expenditures on an approved project.
The amount of such federal revenues that a state can obligate in a given FFY is called its
“Obligation Authority.”

e Advance Construction (“A/C”): The A/C procedure allows 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 OA needed to cover the federal government’s share.

e  Partial Conversion of A/C: Under partial conversion of A/C, in a given year a state may convert
A/C to OA and thus be eligible for reimbursement for a portion of the federal share of an A/C
project in that or in a subsequent FFY. This removes any requirement for the state to wait for
reimbursements until the full amount of OA needed for the entire project is available.
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These features of the Federal-Aid Highway Program work in a complementary fashion to provide a regular
flow of federal reimbursements over the years to state highway projects. The participation of the Commonwealth in
such reimbursements, and the role of such participation in providing payment and security for the Notes, is
discussed in Commonwealth Participation in the Federal-Aid Highway Program.

Although FHWA provides funding for eligible highway projects, federal-aid highways are under the
administrative control of the state or local government responsible for their operation and maintenance.

Title 23 includes most of the laws that govern the Federal-Aid Highway Program, arranged systematically
or codified. Generally, Title 23 embodies those substantive provisions of highway law that Congress considers to be
continuing and which need not be reenacted each time the Federal-Aid Highway Program is reauthorized.
Periodically, sections of Title 23 may be amended or repealed through surface transportation acts.

It should be noted that the terms and conditions of participation in the Federal-Aid Highway Program as
described herein are subject to change at the discretion of Congress, and there can be no assurance that the laws and
regulations now governing the Federal-Aid Highway 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 Notes. The current authorization for the Federal-Aid Highway Program, the FAST Act, provides for funding
through September 30, 2020. As described in this Official Statement, if there is a deficiency in Federal Highway
Reimbursements, Net CTF Pledged Funds are available for debt service, subject to appropriation. See Net CTF
Pledged Funds.

Reauthorization History

The modern Federal-Aid Highway Program originated in the Federal-Aid Highway Act of 1956, which was
the first in a long series of authorizing statutes from 1956 through 1976. The 1978 Surface Transportation Act and
the Federal Highway Act of 1981 were primarily extensions of existing authority. The 1982 Surface
Transportation Assistance Act began the modern multi-year (i.e. four or more years) authorizing process. Prior
to 1998, Congress reauthorized the Federal-Aid Highway Program pursuant to a number of multi-year
authorizations.

TEA-21. The Transportation Equity Act for the 21* Century (“TEA-21") was enacted in 1998 and
authorized programs over the six-year period from FFYs 1998 through 2003. TEA-21 expired September 30,
2003, and was the subject of many interim reauthorization extensions until the enactment of SAFETEA-LU in
August 2005.

SAFETEA-LU. The Safe, Accountable, Flexible, Efficient Transportation Equity Act: A Legacy for
Users (“SAFETEA-LU”) became law on August 10, 2005, and authorized programs over the four-year period
from FFYs 2006 through 2009. After the expiration of SAFETEA-LU in September 2009, Congress enacted
10 interim authorization measures until the enactment of MAP-21. SAFETEA-LU authorized a total of $286.4
billion for federal surface transportation programs in FFY 2005 through FFY 2009.

MAP-21. MAP-21 was signed into law on July 6, 2012. MAP-21 extended SAFETEA-LU through
the end of FFY 2012. MAP-21 also extended the imposition of the highway-user taxes, generally at the rates
that were in place when the legislation was enacted, through September 30, 2016. In addition, it extended the
provision for deposit of almost all of the highway-user taxes into the HTF through September 30, 2016. MAP-
21 also restructured the core federal highway programs. After the expiration of MAP-21 but before enactment of
the FAST Act, Congress used a series of five short-term authorizations to fund the Federal-Aid Highway Program.
The Highway and Transportation Funding Act of 2014 and the Highway and Transportation Funding Act of 2015
provided extensions of the funding for the Federal-Aid Highway Program through May 31, 2015 and July 31, 2015,
respectively. In July 2015, Congress enacted the Surface Transportation and Veterans Health Care Choice
Improvement Act, which extended funding for the Federal-Aid Highway Program through October 29, 2015. On
October 29, 2015, Congress enacted the Surface Transportation Extension Act to further extend the Federal-Aid
Highway Program through November 20, 2015. On November 20, 2015, Congress Enacted the Surface
Transportation Extension Act, Part II to extend funding through December 4, 2015.
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FAST Act. The FAST Act became law on December 4, 2015 and reauthorizes the Federal-Aid Highway
Program through September 30, 2020. The FAST Act authorizes, among other things, a $500 million annual
increase for the National Highway Performance Program, a first year increase of $1 billion for the Surface
Transportation Program and approximately $200 million annually thereafter for such program, and creates a new
National Highway Freight Program funded with approximately $1.2 billion annually.

In addition to the new programs created, the FAST Act provides continued funding for the programs
previously funded by MAP-21 and the short-term authorizations enacted after MAP-21. The FAST Act, over the life
of the legislation, increases overall highway funding by 15% and transit funding by 18%.

Although interim authorization measures have been enacted by Congress in the past, no assurance
can be given that such measures would or could be enacted in the future to maintain the flow of federal-aid
funding upon termination of either a short-term or multi-year authorization period.

Federal Highway Trust Fund

General. The HTF is the primary source of funding for most of the programs in the Federal-Aid Highway
Program. Funded by a collection of federally-imposed motor vehicle user fees, primarily fuel taxes, the HTF is a
fund established by law to hold dedicated highway-user revenues that are used for reimbursement of a state’s cost of
eligible transportation projects (which may include debt service on obligations issued to finance a federal-aid
project), including highway projects. The HTF is composed of two accounts: the Highway Account, which funds
highway and intermodal programs, and the Mass Transit Account. The Highway Account receives approximately
84% of gasoline tax revenues and 88% of diesel fuel revenues, with the remaining share of such revenues deposited
in the Mass Transit Account.

HTF Revenue Sources. Federal gasoline excise taxes are the largest revenue source for the HTF. The

majority of these tax revenues, including fifteen and forty-four hundredths cents (15.44¢) per gallon out of the
current eighteen and four-tenths cents (18.4¢) per gallon tax, go to the Highway Account of the HTF.
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The following table shows the types of taxes deposited into the HTF and the current rates that are in effect.

Motor Fuels Taxes

| Gasoline 18.4 83.9% 15.5% 0.5%
Diesel 244 87.9 11.7 0.4
Gasohol 18.4 83.9 15.5 0.5
Liquefied Petroleum Gas 18.3 84.3 15.7 0.0
Liquefied Natural Gas 243 86.7 13.3 0.0
M85 (From Natural Gas) 9.25 83.5 15.5 1.1
Compressed Natural Gas 18.3 93.4 6.6 0.0
Other User Fees
Tires 9.45 cents for each 10 Ibs. of the maximum rated load capacity over 3,500 Ibs.
Truck and Trailer Sales 12% of retailer’s sales price for tractors and trucks over 33,000 Ibs. gross
vehicle weight (“GVW?”) and trailers over 26,000 lbs. GVW

Heavy Use Vehicles Annual tax for trucks 55,000 lIbs. GVW and over equal to $100 plus $22
for each 1,000 Ibs. (or fraction thereof) in excess of 55,000 Ibs.; maximum tax of
$550

M Totals may not add due to rounding.
Source: United State Government Accountability Office.

The following table shows annual HTF collections in the Highway Account for Federal Fiscal Years 1999
through 2015.

Highway Trust Fund, Highway Account Receipts, Federal Fiscal Years 1999-2015

(Thousands of Dollars)

FFY Amount

1999  $33,823,213
2000 30,347,117
2001 26,916,515
2002 27,982,938
2003 29,964,000
2004 29,785,002
2005 32,894,493
2006 33,308,081

2007 35,690,421
2008 33,532,451
2009 30,317,478
2010 30,192,515
2011 32,009,947
2012 35,241,126
2013 31,800,259
2014 34,066,104
2015 35,740,260

Sources: Federal Fiscal Year 1999 through Federal Fiscal Year 2012, Highway Statistics 2012, Office of Highway Policy Information, FHWA,
Table FE-210; Federal Fiscal years 2013 and 2015, Status of Highway Trust Fund — Fiscal Year 2013 and — Fiscal Year 2014 and — Fiscal Year
2015, FHWA, Table FE-1 as of January 24, 2017.

Excludes interest income and other receipts. For certain other receipts, see — History of HTF Highway Account Balances below.
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The imposition of the taxes that are dedicated to the HTF, as well as the authority to place the taxes in the
HTF and to expend moneys from the HTF, all have expiration dates that must be extended periodically. The life of
the HTF has been extended several times since its inception, most recently by the FAST Act (as described above).
The HTF is required under current federal law to maintain a positive balance to ensure that prior commitments for
distribution of federal revenues can be met. Should a situation occur where FHWA cannot fully reimburse states,
FHWA may take some or all of the following actions: (1) move from daily reimbursements to weekly
reimbursements; (2) align reimbursements with HTF deposits (twice monthly); or (3) make proportional payments
to states based on available HTF cash. These are some of the possible actions FHWA might take in the event of a
cash shortfall. The specific actions would depend on the exact nature of the shortfall.

History of HTF Highway Account Balances. At least since 2007, the nonpartisan Congressional Budget
Office (“CBO”) has, from time to time, reported or testified that if Congress adhered to the highway and safety
spending levels which it had authorized, absent other measures, the Highway Account of the HTF would go into
deficit within a year or two after such report or testimony was presented.

From 2008 to 2016, spending exceeded the HTF’s revenues by a total of $74 billion. Since 2008,
Congress has authorized a series of transfers to the HTF to avoid delaying payments to state and local
governments. Most recently, the FAST Act authorized the transfer of $70 billion to the HTF in December 2015 as
the HTF fund balance neared exhaustion. Including that amount, transfers into the HTF since 2008 have totaled
almost $144 billion.

Based on a CBO report dated December 2, 2015, the FAST Act is projected to reduce budget deficits in the
HTF by $71 billion over the Federal Fiscal Year 2016-2025 period, mostly due to the transfer to the HTF in
December 2015 of $70 billion, largely from the general fund of the U.S. Treasury. Implementing the major
provisions of the FAST Act is expected to result in additional discretionary spending totaling $201 billion over the
period from Federal Fiscal Year 2016 through Federal Fiscal Year 2020, with spending from the HTF in that period
expected to total $280 billion, and revenues and interest credited to the HTF over that period expected to amount to
$208 billion.

As part of testimony provided on May 6, 2014 on the status of the HTF and options for financing highway
spending, CBO stated that for several decades, the balances in the Highway Account were relatively stable or
growing, but beginning in 2001 receipts had consistently fallen below expenditures. During the 1980s and the first
half of the 1990s, balances in the Highway Account held steady in the vicinity of $10 billion. In 1998, TEA-21
authorized spending that was sufficient to gradually draw down those balances. As a result of TEA-21 and
SAFETEA-LU, outlays have generally exceeded revenues since 2001. Because of looming shortfalls, since 2008
Congress has enacted legislation from time to time authorizing transfers to the Highway Account from the
Treasury’s general fund (“General Fund”) and from the Leaking Underground Storage Tank Trust Fund (“LUST”)
as set forth in the table below.

Net Total Transfers to Highway Account By Federal Fiscal Year of Effective Date

(Billions of Dollars)
FFY" General Fund LUST Total
2008 $8.017 - $8.017
2009 7.000 — 7.000
2010 14.700 — 14.700
2011 - — 0.000
2012 - $2.400 2.400
2013 5.884 — 5.884
2014 17.416 1.000 18.416
2015 9.800 1.000 10.800
TOTAL $62.817 $4.400 $67.217

Those intragovernmental transfers have allowed the HTF to maintain a positive balance without an increase
in the taxes on gasoline, diesel fuel and ethanol blended fuel which are the principal source of HTF revenues. Those
taxes were last increased in 1993 and, according to the CBO, their purchasing power is approximately 40% below
that in 1993.
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HTF Revenue Projections. Revenues generated by excise taxes and credited to the HTF were projected by
CBO as of March 2016 to fall from about $37 billion in 2016 to about $35 billion in 2024, mostly because annual
increases in revenues from taxes on the use of diesel fuel and on truck sales are expected to be largely offset by
annual declines in revenues from the tax on gasoline. Tax revenues from diesel fuel and truck sales are projected to
increase, on average, by about 3 percent annually over the 2014-2024 period. In contrast, revenues from the tax on
gasoline are projected to decline at an average annual rate of 1 percent over that period, mainly because of mandated
increases in corporate average fuel economy standards.

The primary source of funds in the HTF is federal excise taxes on motor fuels, which are in part driven by
total vehicle miles traveled (“VMT”) in the U.S. As shown in the table below, national VMT reached a new peak in

FFY2015 to nearly 3.1 trillion miles, which was an increase of 1.81% since the previous year.

Vehicle Miles Travelled (“VMT”)

(Millions of Miles)
FFY Total VMT Annual Change
2003 2,908,778 -
2004 2,982,017 2.52%
2005 3,009,218 0.91
2006 3,033,753 0.82
2007 3,049,027 0.50
2008 2,992,705 -1.85
2009 2,975,804 -0.56
2010 2,985,095 0.31
2011 2,964,720 -0.68
2012 2,968,815 0.14
2013 2,988,280 0.66
2014 3,040,220 1.74
2015 3,095,373 1.81

Source: FHWA Office of Highway Policy Information Chart VM-422C-2014.

Amounts in the HTF can be affected by the rate of expenditure of money in the fund as well as a number of
other revenue-impacting factors. In its testimony provided on June 18, 2015, CBO stated that with its current
revenue sources, the HTF cannot support spending at the current rate and that to address projected shortfalls in the
HTF, spending on highways and transit must be reduced, taxes dedicated to the HTF must be increased, transfers of
General Fund or other revenues must be continued or some combination of the first three options must be
implemented.

Impact of Sequestration. On March 10, 2014, the Office of Management and Budget (“OMB”) issued a
report (the “OMB 2014 Report”) which was prepared consistent with the requirements of the Balanced Budget and
Emergency Deficit Control Act of 1985, as amended. The mandate from the Budget Control Act of 2011 (P. L. 112-
25) requires, among other things, a 9.4 percent reduction for certain non-exempt defense discretionary programs, an
8.2 percent reduction for certain non-exempt nondefense discretionary programs and a 7.6 percent reduction for
certain non-exempt nondefense mandatory programs, beginning in January 2013. The Bipartisan Budget Act of
2013 reduced some of the spending cuts required by sequestration for FFY 2015. Under Title 23, revenues
deposited into the HTF carry “mandatory budget authority” in the form of federal contract authority. Federal
contract authority exempts HTF revenues subject to obligation limitation from reduction. Therefore, the dedicated
tax revenues deposited into the HTF are not subject to sequestration. As set forth in the OMB 2014 Report, OMB
has calculated that federal contract authority not subject to obligation limitation is, however, subject to reduction at
an annual rate of 7.3 percent for FFY 2015.

Rescissions. Since FFY 2005, Congress has taken action to reduce (i.e., permanently cancel) unobligated
balances of previously authorized funds by issuing certain rescissions. All of those rescissions were spread among
the 50 states on a proportional basis. The aggregate amount for these rescissions for the Commonwealth was
approximately $343 million, which was applied to reduce any unobligated apportionment balances for prior years.
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The FFY 2015 Continuing Resolution provides for an across the board rescission of 0.0554 percent (approximately
$22.3 million) resulting in authorized nationwide Obligation Authority of approximately $40.234 billion for FFY
2015. Upon the enactment of a full-year appropriations act or a further continuing appropriations act, the
distribution of obligation limitation may be revised and additional obligation limitation provided as determined
under the provisions of such law. Further rescissions are possible and may have a more adverse effect on the
Commonwealth and its highway program.

Rescissions
Percentage of
FHWA Massachusetts National Total Massachusetts/National
Date Notice No. Rescission Amount Rescissions Amount Total Rescissions
December 28, 2005 4510.578 $37,611,167 $1,999,999,000 1.88%
March 21, 2006 4510.588 21,501,592 1,143,000,000 1.88
July 5, 2006 4510.606 13,212,522 702,362,500 1.88
March 19, 2007 4510.643 62,883,726 3,471,582,000 1.81
June 20, 2007 4510.647 15,777,563 871,022,000 1.81
March 4, 2008 4510.673 55,267,287 3,150,000,000 1.75
April 13,2009 4510.707 54,647,719 3,150,000,000 1.73
August 31, 2009 4510.711 147,140,821 8,708,000,000 1.69
April 20, 20100 4510.724 -147,140,821 -8,708,000,000 1.69
August 13,2010 4510.729 38,113,703 2,200,000,000 1.73
June 30, 2011 4510.735 42,481,280 2,500,000,000 1.70
March 22, 2013® 4510.762 481,222 32,589,000 1.48
October 1, 2013® 4510.769 672,709 46,008,000 1.46
October 1, 2014® 4520.231 454,079® 22,301,824 2.04
August 14,2015 4510.789 682,052 46,647,000 1.46
January 8, 2016 4510.803 635,336 43,452,000 1.46
TOTAL $343,967,878 $19,378,963,324 1.78%

(1) The amounts rescinded by FHWA Notice 4510.711 were restored under FHWA Notice 4510.724.

(2) FHWA Notice 4510.762 quantifies the amount of funds impacted by the federal sequestration order issued on March 1, 2013.

(3) FHWA Notice 4510.769 quantifies the amount of funds impacted by the federal sequestration order issued on April 10, 2013.

(4) The FFY 2015 Continuing Resolution applies an across-the-board rescission of 0.0554 percent to the annual rate for operations. Therefore,
a total reduction of $22,301,824 (i.e. $40,256,000,000 times 0.0554 percent) applies to the annual rate for operations. However, the FFY
2015 Continuing Resolution covers the period from October 1, 2014, through December 11, 2014 (72 days) and not a full fiscal year. The
pro-rata for that period is 19.73 percent (i.e. 72 days divided by 365 days). The pro-rata is applied to the distribution of obligation limitation
calculated based on the annual rate for operations. Therefore, the total obligation limitation provided by FHWA Notice 4520.231 is
$7,938,108,650 (i.c. $40,233,698,176 times 19.73 percent).

(5) FHWA Notice 4510.779 quantifies the amount of funds impacted by the federal sequestration order issued on March 10, 2014.

Effects on Commonwealth OA in FFY 2015. As aresult of the 7.3 percent sequestration, the 0.0554 percent
rescission (each described above) and certain other mandatory reductions, the OA for the Commonwealth during
FFY 2015 is approximately $593.1 million.

Operations
The current Federal-Aid Highway Program continues to reimburse a large percentage of state expenditures

for approved highway projects. The financial assurance provided by the Federal-Aid Highway Program is unusual
among federal programs in that:
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e The Federal-Aid Highway Program is based primarily on dedicated revenues, from a user-tax
source, deposited in a dedicated trust fund (the HTF);

e The budget and contract authority of the FHWA is typically established by a multi-year
authorization act rather than annually through appropriation acts (see Reauthorization History
above); and

e Except in cases of rescission as explained above, contract authority is not at risk during the annual
appropriations process (as budget authority is in most other federal programs), although an
appropriations act is required in order to liquidate obligations.

The process for reimbursing state expenditures may be summarized in three steps: authorization, obligation
and program implementation. The first step, authorization, is the most critical step in establishing overall spending
authority for federal highway funding. Authorizing legislation extends the life of the Federal-Aid Highway Program
and the collections that fund the HTF, sets Federal-Aid Highway Program objectives and provides formulas for
determining the distribution or apportionment of available resources among the states. The existence of the
dedicated revenues in the Highway Account of the HTF and the existence of multi-year (or under interim
authorizations, multi-month) contract 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 sufficient unobligated balances generally exist that cover gaps in coverage between multi-year (or
multi-month) reauthorization 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 OA that states may use annually. To whatever extent a state’s OA is set below its
authorization, the unobligated balance for that state is increased. These unobligated balances provide available
funds, from which the FHWA allows states to draw, when there is a lapse period between authorization acts. Under
current law, however, the unobligated balances do not otherwise entitle the states to additional funds.

The third step, program implementation, leads to actual receipt of federal funds by states. Federal-Aid
Highway Program implementation methods vary state-by-state. States are permitted to make use of Advance
Construction and partial conversion of Advance Construction in order to obligate varying amounts of federal funds
to an eligible project from FFY to FFY, depending on how much of the state’s OA is available from the Federal-Aid
Highway Program and is desired for such use by the state.

Step 1: Authorization

The first step in financing the Federal-Aid Highway Program, is the multi-year (or under interim
authorizations, multi-month) authorizing legislation. Such highway authorization acts:

e  Establish the taxes that fund the HTF and extend their life (reauthorization);

e Establish the specific programs and procedures through which states receive federal financial
assistance for their highway programs; and

e Set upper limits on funding for specific programs and for the overall Federal-Aid Highway
Program.

Multi-Year Authorization Acts. As noted earlier, the Federal-Aid Highway Program since 1982 has been
periodically reauthorized on a multi-year basis by authorization acts, through which Congress influences the level of
federal involvement in state highway program activities. Annual appropriations acts then establish any limits on the
amount of federal funds that the FHWA may obligate to states in a given year.

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 Federal-Aid
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Highway 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 contract authority
and a dedicated revenue stream means that the FHWA usually can continue to provide OA by administrative action.

Though federal surface transportation legislation has authorized the Federal-Aid Highway Program for four
to six years at a time, there have been periods in which the previous authorizing legislation had expired and the
future legislation had yet to be enacted. See Reauthorization History above. In such circumstances, Congress
and/or the FHWA have found ways to avoid disruptions to state highway programs and, more importantly, have
been able to maintain the flow of federal revenues to states in each instance. Two mechanisms in particular have
kept revenues flowing:

e Access to Unobligated Balances: The 1987 Surface Transportation and Uniform Relocation
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 provide contract authority to use
new OA.

e  Short-Term Authorization: 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 OA 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 a six-month
authorization for highway funding and established a limit on the amount of new OA states can use
at funding levels equal to about a quarter of FFY 1997 authorization levels. Since most states
have unobligated balances of at least half their normal annual OA levels and an authorization act
need not be in place for the FHWA to give states new OA, states were able to spend down prior
unfunded federal apportionments (contract authority) with newly allocated OA. The lack of an
enacted authorization act during this period did not interrupt the flow of revenues, because
dedicated highway user fees continued to flow into the HTF. (See Step 2: Obligation, below, for
further explanation of OA and unobligated balances.) Similarly, Congress interim authorization
measures for varying periods after TEA-21 expired until the enactment of SAFETEA-LU and
again after SAFETEA-LU expired until the enactment of MAP-21 and again after MAP-21 until
the enactment of the FAST Act. Each of the extensions provided additional apportionment
consistent with previous levels, eliminating the need to manage OA based upon unobligated
balances.

Although these measures have been enacted by Congress or used by FHWA in the past, no assurance
can be given that such measures would or could be enacted in the future to maintain the flow of federal-aid
funding upon termination of an authorization period.

Annual Distributions. For most components of the Federal-Aid Highway Program, the authorization acts
set the distribution of spending authority among states. The primary methods used to distribute authorized federal
highway revenues are “apportionment” and “allocation”:

e Apportionments. The contract authority created by authorization acts such as SAFETEA-LU,
MAP-21, and the FAST Act 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 projects in specific
programs. For each FFY, the FHWA has responsibility for apportioning authorized funding for
the various programs among the states according to formulas established in the authorizing statute.
Annual apportionments are generally made on the first day of the FFY, which is October 1.

e Allocations. While most highway revenues are distributed to states through apportionments, 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
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administratively by the federal Department of Transportation or as provided in a statute, often
through competitive grant procedures.

Apportionment formulas have been designed historically to ensure distribution of federal revenues among
states according to program needs, but are also increasingly intended to provide states a share of total HTF
expenditures relatively close to their payments into the HTF.

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, as 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 period of availability specified for a given program,
however, the authority to obligate any remaining amount lapses—meaning that the authority to obligate is no longer
available except for a few programs which receive indefinite, or “no-year” OA.

Matching Requirements. 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 authorized 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 control actual annual obligation of funds in the
HTF. Appropriations acts limit the amount of federal money that actually will be obligated and thus ultimately
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.”

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, which may include debt service on obligations
issued to finance a project. 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. Once
an obligation is made, the federal government reimburses the states when bills or payments become due.

Once Congress establishes an overall obligation limitation, the FHWA distributes OA to states
proportionately based on each state’s share of apportioned and allocated revenues. The actual ratio of OA to
apportionments and allocations may vary from state to state because some federal-aid programs are exempt from the
obligation limitation. Once each state’s OA 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 OA is commensurately reduced, although
additional OA may be received (from reallocations from other states).

A state’s OA (unlike its apportionments and allocations of authorized funding) must be used before the end
of the FFY for which it is made available. If the state’s OA is not so used, it will be distributed to other states. The
FHWA closely monitors each state’s plans for use of OA. In mid-summer, the FHWA collects any OA from states
that do not plan to obligate all of their available OA before the end of the FFY, and redistributes it to other states
that can obligate the revenues. This reallocation of OA is known as the August redistribution. During each FFY in
which funding has been provided to the Commonwealth pursuant to ISTEA, TEA-21, SAFETEA-LU, MAP-21, and
the FAST Act, the Commonwealth has not failed to commit its entire OA for such FFY.

Unobligated Balances. Because congressional authorization of federal-aid highway revenues represents a
commitment to make all authorized revenues available to states for highway purposes, any shortfall between the



limit on OA created through the annual appropriations process 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 as “unobligated balances.”

Although most federal-aid apportionments lapse after four years, this rarely happens with apportioned
highway revenues because old apportionments are always spent before new apportionments. Accordingly, when a
state receives new apportionments and OA at the beginning of a FFY, obligations are first made against remaining
prior year apportionments 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 unobligated
balances.

As explained in Step 1 above, unobligated balances permit the Federal-Aid Highway Program to continue
to fund state highway projects during periods in which Congress fails to enact a reauthorization law before the
expiration of the previous authorization period. In such periods, the unobligated balances allow states to continue to
fund their programs for several months, or even longer, after an authorization act has expired.

Step 3: Program Implementation

The third and final step in the overall federal-aid highway funding process, program implementation,
occurs 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 reimbursements will be earned.
The process of developing and implementing state highway programs has three broad stages:

e Budgeting;
e Planning and programming; and

e Fiscal management and federal reimbursements.

Each stage helps to ensure that states develop programs that match funding availability, and that the FHWA
is able to distribute federal reimbursements to states in a timely manner.

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

Planning and Programming. The budget process, and in particular, the identification of available funding,
provides the context for transportation planning and programming. The long-range planning process provides a
perspective of anticipated project needs regionally across the state. State Transportation Improvement Programs
(“STIPs”) follow on from regional long-range plans and provide a detailed outline of projects that are proposed for
implementation in a time-frame of at least four years. At the federal level, state and local highway plans are
reviewed by the EPA and the FHWA.

As a condition for receiving federal reimbursements for transportation programs, states must develop
comprehensive transportation plans that are based on anticipated long-term state and federal funding levels for
Federal-Aid Highway 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 develop long-range transportation plans (“LRPs”) that identify long-range state
policies, objectives and goals, while using realistic projections of available future state and federal funding.



Current federal law also requires that short-term planning and programming must be conducted at least
every two years through the development of a TIP for each metropolitan area. Among other requirements, each TIP
must include, for each project, the estimated project cost and amount of federal revenues proposed to be obligated
during each year. The TIPs are then combined into the STIP, which also includes projects from regions outside a
state’s metropolitan areas. The STIP lists all projects proposed for funding with federal revenues for a period of
four years. The STIP is then submitted to the FHWA and FTA for approval.

Fiscal Management and Federal Highway Reimbursements. Once budgeting, 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.

States are required to follow federal fiscal management procedures as they implement projects 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 efficiently, from project authorization to actual payment of Federal
Highway Reimbursements to states.

In the traditional approach, a state simply obligates the full federal share of available funding at the
beginning 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 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 project must be in the STIP
and the PS&Es must identify the category of federal funding that will be used.

The FHWA evaluates the PS&Es to ensure that the project is eligible for federal funding and meets a
variety of federal requirements (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 OA, and also sets aside an equivalent amount of apportioned
revenues by program (or programs). Accordingly, the state must have sufficient OA to cover the level of federal
participation it is requesting.

Once authorization for a project has been obtained, the state advertises the project and receives bids. 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 that will be reimbursed by the federal government.

Construction begins, and contractors submit bills to the state as work is completed. A state pays its
contractor’s bills with cash from the state treasury; the state bills the FHWA electronically for the federal share of
completed work for which payment has been made; and the FHWA makes payment to the state via electronic
transfer. This FHWA reimbursement to the state liquidates 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, generally on a weekly basis.

Innovative variations on this fiscal management approach include A/C and partial conversion of A/C.
These variations complement one another to provide a state with additional flexibility in managing its OA and cash.

The A/C approach for authorizing projects allows states to finance projects 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 OA 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 OA is available and is desired by the state.
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Further, the state may then take credit for state expenditures, made from project approval to that date, as a basis for
earning reimbursements.

Once the FHWA authorizes a project for federal assistance, the state follows the same procedure to
advertise 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 A/C amount to an obligation at any time, provided the state has sufficient
OA. This conversion of A/C to OA must occur in order for the state to be reimbursed for the federal share of the
project. The state can convert A/C to OA long after state expenditures are made.

Under partial conversion of A/C, moreover, a state follows the steps to apply for A/C but converts,
obligates, and receives reimbursement for only a portion of its funding of an A/C project in a given year. This
removes any requirement to wait until the full amount of OA 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 OA is available and
desired by the state.

States are required to use a detailed accounting system to track project expenditures and reimbursements.
In addition, a federal system tracks payments to states.

US Treasury Offset Program (“TOP”). The TOP is administered pursuant to the Debt Collection
Improvement Act of 1996 (“DCIA”), which requires the U.S. Department of the Treasury and other disbursing
agencies to collect delinquent debts owed to the U.S. Under the DCIA, if a “person” is in debt to the U.S., then
federal agency payments may be offset through the TOP by the amount of the debt owed and up to the amount of the
scheduled payment. “Person” is defined to include a state or local government. Administrative offset under the
DCIA is precluded only when another law specifically prohibits the offset. In the last five years, no prior payments
from FHWA to the Commonwealth have been delayed or withheld as a result of TOP.
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APPENDIX B

SUMMARY OF CERTAIN PROVISIONS OF THE
COMMONWEALTH TRANSPORTATION FUND ACT AND THE SPECIAL OBLIGATION ACT

The following is a brief summary of certain provisions of the Special Obligation Act (the “Special
Obligation Act”) and the Commonwealth Transportation Fund Act, and together with the Special Obligation Act, the
“Acts”), pursuant to which the CTF is established. The Special Obligation Act is codified as Section 20 of Chapter
29 of the General Laws and the Commonwealth Transportation Fund Act is codified as Section 2ZZZ of said
Chapter 29. The Acts may be amended after the issuance of the 2017 Notes, but any such amendment must comply
with the covenants of the Commonwealth contained in the Trust Agreement, as described in this Official Statement.
Although the Acts contain certain covenants of the Commonwealth, the Trust Agreement provides that any
provision of the Acts creating a covenant with the owners of Trust Agreement Notes shall be deemed a covenant
under the Trust Agreement only to the extent expressly provided for in, and as limited by, the Trust Agreement. See
Appendix B -Summary of Certain Provisions of the Trust Agreement. This summary of the Acts does not purport to
be complete, and reference is made to the Acts for a full and complete statement of its terms and provisions.

(a) Commonwealth Transportation Fund Act

The Commonwealth Transportation Fund Act establishes the CTF, which is to be used exclusively for
financing transportation—related purposes.

Amounts credited to the CTF include: all fees received by the registrar of motor vehicles to be deposited in
the CTF pursuant to Section 34(iii) of Chapter 90, all receipts paid to the Commonwealth and directed to be credited
to the CTF pursuant to Chapters 644, 64E, 64F and any other amounts appropriated into the CTF. The CTF is
subject to appropriation and shall be used for transportation related expenses of the MassDOT or any successor
agency or authority, including to pay or reimburse the General Fund for payment of debt service on bonds issued by,
or otherwise payable pursuant to a lease or other contract assistance agreement by, the Commonwealth for
transportation purposes.

In addition to the revenues listed above, there are credited to the CTF all monies received by the
Commonwealth from (i) the receipts from sales, as defined by Chapter 64H, of motor vehicles imposed under
Section 3, 25 and 26 of Chapter 64H, (ii) from the purchase, as defined by Chapter 64H, of motor vehicles imposed
under Section 4, 26 and 27 of Chapter 64/, (iii) beginning in fiscal year 2015, from certain delivery fees with respect
to underground storage tanks imposed under Section 2 of Chapter 21J and (iv) in fiscal 2015-2020, transfers made
from the General Fund pursuant to the Transportation Finance Act. The amounts collected in (i) and (ii) above are
net of amounts dedicated to the Massachusetts School Building Authority and the Massachusetts Bay Transportation
Authority.

Pursuant to the Commonwealth Transportation Fund Act, not less than the following amounts shall
annually be distributed from the CTF to the Massachusetts Bay Transportation Authority and regional transit
authorities:

(1) $160 million to the Massachusetts Bay Transportation Authority or any fund controlled by the
authority in each fiscal year; and

(2) $15 million to regional transit authorities organized under Chapter 161B or predecessor statutes in each
fiscal year.

(b) Special Obligation Act

Bonds issued in accordance with the provisions of the Special Obligation Act are special obligations of the
Commonwealth payable solely from monies credited to the CTF. Notwithstanding the provisions of any general or
special law to the contrary, such special obligation bonds are not general obligations of the Commonwealth. Special
obligation bonds may be secured by a trust agreement entered into by the Treasurer, with the concurrence of the
Secretary of Administration and Finance and the Secretary of Transportation, on behalf of the Commonwealth,
which trust agreement may pledge or assign all or any part of monies credited to the Commonwealth Transportation
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Fund and rights to receive the same, whether existing or coming into existence and whether held or thereafter
acquired, and the proceeds thereof. The Treasurer is also authorized, with the concurrence of the Secretary of
Administration and Finance and the Secretary of Transportation, to enter into additional security, insurance or other
forms of credit enhancement which may be secured on a parity or subordinate basis with the special obligation
bonds. The Special Obligation Act provides that a pledge in any such trust agreement or credit enhancement
agreement is valid and binding from the time such pledge is made without any physical delivery or further act, and
the lien of such pledge is valid and binding as against all parties having claims of any kind in tort, contract or
otherwise, irrespective of whether such parties have notice thereof. Any such pledge may be perfected by filing the
trust agreement or credit enhancement agreement in the records of the Treasurer, and no filing need be made under
the Massachusetts Uniform Commercial Code.

The Special Obligation Act provides that any such trust agreement or credit enhancement agreement may
establish provisions defining defaults and establishing remedies and other matters relating to the rights and security
of the holders of the special obligation bonds or other secured parties as determined by the Treasurer, including
provisions relating to the establishment of reserves, the issuance of additional or refunding bonds, whether or not
secured on a parity basis, the application of receipts, monies or funds pledged pursuant to such agreement, and other
matters deemed necessary or desirable by the Treasurer for the security of such special obligation bonds, and may
also regulate the custody, investment and application of monies. Any such special obligation bonds are deemed to be
investment securities under the Massachusetts Uniform Commercial Code and are made securities in which any
public officer, fiduciary, insurance company, financial institution or investment company may properly invest funds
and which may be deposited with any public custodian for any purpose for which the deposit of bonds is authorized
by law. The Special Obligation Act provides that any such special obligation bonds, their transfer and the income
therefrom, including profit on the sale thereof, shall at all times be exempt from taxation by and within the
Commonwealth.

In order to increase the marketability of any such special obligation bonds issued by the Commonwealth,
and in consideration of the acceptance of payment for any such special obligation bonds, the Commonwealth
covenants in the Special Obligation Act with the purchasers and all subsequent holders and transferees of any such
special obligation bonds that while any such special obligation bond shall remain outstanding, and so long as the
principal of or interest on any such special obligation bond shall remain unpaid: (i) no pledged funds shall be
diverted from the CTF, (ii) in any fiscal year of the Commonwealth, unless and until an appropriation has been
made which is sufficient to pay the principal, including sinking fund payments, of and interest on all such special
obligation bonds of the Commonwealth and to provide for or maintain any reserves, additional security, insurance or
other form of credit enhancement required or provided for in any trust agreement securing any such special
obligation bonds, no pledged funds shall be applied to any other use and (iii) so long as such revenues are necessary,
as determined by the Treasurer in accordance with any applicable trust agreement or credit enhancement agreement,
for the purposes for which they have been pledged, the rates of the fees collected pursuant to Sections 33 and 34 of
Chapter 90 of the General Laws and the excises imposed in Chapters 644, 64E and 64F of the General Laws shall
not be reduced below the amount in effect at the time of issuance of any such special obligation bond.

The Trust Agreement provides that any provision of the Special Obligation Act creating a covenant

with the owners of the Bonds shall be deemed a covenant under the Trust Agreement only to the extent
expressly provided for in and as limited by the Trust Agreement.
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APPENDIX C

SUMMARY OF CERTAIN PROVISIONS OF THE TRUST AGREEMENT

The Trust Agreement contains terms and conditions relating to the issuance and sale of Federal Highway
Grant Anticipation Notes under it, including various covenants and security provisions, certain of which are
summarized below. For purposes of this summary, all references to “Notes” shall refer to the Federal Highway
Grant Anticipation Notes issued under the Trust Agreement. This summary does not purport to be comprehensive or
definitive and is subject to all of the provisions of the Trust Agreement, to which reference is hereby made. Copies
of the Trust Agreement are available from the Trustee.

Definitions

The following is a summary of certain terms used in the Trust Agreement, in this Appendix C and
otherwise used in this Official Statement.

“Accelerated Bridge Improvement Program” shall mean the accelerated structurally-deficient bridge
improvement program referred to in Chapter 233 of the Acts of 2008, as amended from time to time.

“Accreted Value” shall mean with respect to any Notes that are Capital Appreciation Notes, an amount
equal to the principal amount of such Capital Appreciation Notes (determined on the basis of the initial principal
amount per $5,000 at maturity thereof) plus the amount assuming compounding (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 maturity date thereof, at a yield
which, if produced until maturity, will produce $5,000 at maturity. As of a Valuation Date, the Accreted Value of
any Capital Appreciation Notes shall mean the amount set forth for such date in the Applicable Supplemental Trust
Agreement and as of any date other than a Valuation Date, the sum of (i) the Accreted Value on the preceding
Valuation Date and (ii) the product of (1) a fraction, the numerator of which is the number of days having elapsed
from and including the preceding Valuation Date and the denominator of which is the number of days from and
including such preceding Valuation Date to the next succeeding Valuation Date, and (2) the difference between the
Accreted Values for such Valuation Dates.

“Act” shall mean the provisions of Sections 7 through 9 of Chapter 233 of the Acts of 2008 and Sections
20 and 2777 of Chapter 29 of the Massachusetts General Laws, as amended from time to time, and any other
provisions of Massachusetts law that permit the Commonwealth to fund Federal Highway Construction Program
projects with the use of the Pledged Federal Highway Revenues, whether or not currently in effect or hereafter
enacted.

“Additional Notes” shall mean additional notes of the Commonwealth issued pursuant to the Trust
Agreement.

“Additional Pledged Funds” shall mean any monies or funds hereafter pledged by the Commonwealth for
the purpose of further securing the payment of all Senior Trust Agreement Obligations.

“Adjusted Note Debt Service Requirement” shall mean, for any period of calculation, the aggregate Note
Debt Service Requirement on Notes Outstanding during such period, taking into account the following adjustments:

(1) with respect to Variable Rate Notes, the aggregate Note Debt Service Requirement
thereon shall be determined based upon an interest rate equal to the average interest rate
of the SIFMA Index over the five (5) years immediately prior to the date of calculation,
as determined by the Commonwealth; provided, however, if the Commonwealth
(1) enters into a Qualified Hedge Agreement with a Hedge Provider requiring the
Commonwealth to pay a fixed interest rate or providing for a 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 particular maturity of Notes in a principal
amount equal to the notional amount of the Qualified Hedge Agreement, then during the
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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 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;

(i1) with respect to Fixed Rate Notes, if the Commonwealth (1) enters into a Qualified 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
determined as if such Notes bore interest at the Assumed Hedge Rate;

(iii) with respect to Tender Notes, the aggregate Note Debt Service Requirement thereon shall
not include amounts payable upon mandatory or optional tender; as long as such Tender
Notes are secured by a Liquidity Facility, the aggregate Note Debt Service Requirement
shall be deemed to include all periodic Note Related Costs payable to the provider of any
Liquidity Facility, but shall not be deemed to include any Reimbursement Obligation to
such provider except to the extent provided in the Applicable Supplemental Trust
Agreement;

@iv) with respect to Notes that have Credit Enhancement, the aggregate Note Debt Service
Requirements 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;

(v) the amount of any principal of any of the Refunded Notes paid or to be paid from an
Escrow Account pursuant to any Supplemental Agreement shall be deducted from the
Adjusted Note Debt Service Requirement for the applicable period; and

(vi) with respect to Balloon Indebtedness, the aggregate Note Debt Service Requirement shall
be calculated as if the Principal Installments with respect to such Notes amortized over a
period of 25 years at an interest rate equal to The Bond Buyer’s Revenue Bond Index (or,
if such index is no longer published, such other substantially comparable index as may be
selected by the Commonwealth) as of the most recent date for which such index was
published prior to the date of calculation.

“Advance Refunded Municipal Bonds” shall mean any bonds or other obligations of any state of the United
States of America or of any agency, instrumentality or local governmental unit of any such state (i) which are not
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 Obligations
which fund may be applied only to the payment of interest when due, principal of and redemption premium, if any,
on such bonds or other obligations on the maturity date or dates thereof or the specified redemption date or dates
pursuant to such irrevocable notice, as appropriate, and (iii) as to which the principal of and interest on the
Government Obligations which have been deposited in such fund along with any cash on deposit in such fund 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 maturity date or dates thereof or on the redemption date or dates, as appropriate.

“Agency Obligations” shall mean obligations issued or guaranteed by the Federal National Mortgage
Association, Government National Mortgage Association, Federal Financing Bank, Federal Intermediate Credit

C-2



Banks, Federal Farm Credit Bank, Banks for Cooperatives, Federal Land Banks, Federal Farm Credit Banks
Funding Corporation, Farm Credit System Financial Assistance Corporation, Federal Home Loan Banks, Farmers
Home Administration, Export-Import Bank of the United States, Resolution Funding Corporation, Student Loan
Marketing Association, United States Postal Service, Tennessee Valley Authority, Federal Home Loan Mortgage
Corporation or any other agency or corporation which has been or may hereafter be created pursuant to an act of
Congress as an agency or instrumentality of the United States of America.

“Applicable Supplemental Trust Agreement” shall mean with respect to any Series of Notes, the
Supplemental Trust Agreement authorizing such Series of Notes.

“Appreciated Value” shall mean with respect to Notes that are Deferred Income Notes until the Interest
Commencement Date thereon, an amount equal to the principal amount of such Deferred Income Note (determined
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 earnings which would be
produced on the investment of such initial amount, beginning on the dated date of such Deferred Income Note and
ending on the Interest Commencement Date, at a yield which, if produced until the Interest Commencement Date,
will produce $5,000 at the Interest Commencement Date. As of any Valuation Date, the Appreciated Value of any
Notes that are Deferred Income Notes shall mean the amount set forth for such date in the Applicable Supplemental
Trust Agreement and as of any date other than a Valuation Date, the sum of (i) the Appreciated Value on the
preceding Valuation Date and (ii) the product of (1) a fraction, the numerator of which is the number of days having
elapsed from and including the preceding Valuation Date to the Valuation Date and the denominator of which is the
number of days from and including such preceding Valuation Date to and including the next succeeding Valuation
Date, and (2) the difference between the Appreciated Values for such Valuation Dates.

“Appropriated Amount” shall have the meaning set forth below under “Alternative Revenues Fund”.

“Assumed Hedge Rate” shall mean the average interest rate which will be payable for the next succeeding
twelve consecutive months on the notional amount under any Qualified Hedge Agreement relating to any Fixed Rate
Notes as reasonably determined by an Authorized Officer.

“Authorized Officer” shall mean the State Treasurer or any designee thereof and, when used in reference to
an act or document, shall also mean any other person authorized by law to perform such act or sign such document.

“Bond Counsel” shall mean any lawyer or firm of lawyers nationally recognized in the field of municipal
finance and selected by the State Treasurer.

“Balloon Indebtedness” shall mean (i) a Series of Notes with respect to which, upon the issuance thereof,
25% or more of the Principal Installments are due, whether by maturity, mandatory redemption or optional or
mandatory tender (and in the case of any Tender Notes, such Notes are not secured by a Liquidity Facility) in the
same Fiscal Year or (ii) any portion of a Series of Notes which is so designated by the Commonwealth in the
Applicable Supplemental Trust Agreement by providing that such portion shall be deemed to constitute a separate
issue of Balloon Indebtedness.

“Build America Bonds” shall have the meaning set forth in Section 54AA of the Code.

“Capital Appreciation Notes” shall mean any Notes as to which interest is payable only at the maturity or
prior redemption thereof. For the purposes of (i) receiving payment of the redemption price, if any, of a Capital
Appreciation Note that is redeemed prior to maturity, and (ii) computing the principal amount of Capital
Appreciation Notes held by the Holder thereof in giving any notice, consent, request or demand pursuant to the
Applicable Supplemental Trust Agreement for any purpose whatsoever, the principal amount of a Capital
Appreciation Note as of a specific date shall be deemed to be its Accreted Value as of such date.

“Code” shall mean the Internal Revenue Code of 1986, as amended.
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“Commissioner of Revenue” shall mean the Commissioner of Revenue of the Commonwealth or a Deputy
Commissioner or designee acting in the Commissioner’s stead.

“Commonwealth” shall mean The Commonwealth of Massachusetts.

“Commonwealth Fiscal Year” shall mean the period beginning on July 1 of any calendar year and ending
on June 30 of the succeeding calendar year or such other period of twelve consecutive calendar months as may be
provided by law as the fiscal year of the Commonwealth.

“Commonwealth Transportation Fund” shall mean the Commonwealth Transportation Fund of the
Commonwealth established by Section 2ZZZ of Chapter 29 of the Massachusetts General Laws, as amended, or any
other fund or account of the Commonwealth or any agency thereof created in replacement thereof.

“Comptroller” shall mean the Comptroller of the Commonwealth or any deputy or designee acting in the
Comptroller’s stead.

“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 issuance 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 professionals, costs and expenses of
refunding, fees, expenses and other amounts payable to any underwriters of the Notes, accrued interest payable upon
the initial investment of the proceeds of Notes, fees and expenses payable in connection with any Credit
Enhancement or Liquidity Facility, fees and expenses payable in connection with any remarketing agreements or
interest rate indexing agreements payable in connection with the original issuance of the Notes and any other cost,
charge or fee payable in connection with the original issuance of Notes.

“Credit Enhancement” shall mean any agreement, including, but not limited to a policy of bond insurance,
surety bond, irrevocable letter of credit, credit agreement, credit facility or guaranty arrangement with a bank, trust
company, insurance company, surety bonding company, pension fund or other financial institution that provides
increased credit on or security for any Series (or portion thereof) of Notes.

“Debt Service Account” shall mean either the June 15 Debt Service Account or December 15 Debt Service
Account or both, as the context requires.

“December 15 Debt Service Requirement” shall mean with respect to any period ending on December 15,
the Note Debt Service Requirement with respect to all Notes then Outstanding on such December 15.

“Defeasance Obligations” shall mean Government Obligations, Agency Obligations and Advance
Refunded Municipal Bonds.

“Direct Payment” shall mean the refundable tax credit paid to the Commonwealth by the federal
government equal to a percentage of the taxable interest the Commonwealth pays on any Build America Bonds in
accordance with Section 54AA of the Code. The actual percentage of the interest expected to be received by the
Commonwealth shall be set forth in the Applicable Supplemental Trust Agreement.

“Federal Fiscal Year” or “FFY” shall mean the period beginning on October 1 of any calendar year and
ending on September 30 of the succeeding calendar year or such other period of twelve consecutive calendar months
as may be provided by law as the fiscal year of the United States.

“Federal Highway Construction Program” shall mean all federally-aided highway construction projects
undertaken by the Commonwealth as part of the Commonwealth’s program of transportation development and
improvements at any time prior to or after (so long as any Notes remain Outstanding) the date of execution of the
Trust Agreement.



“Federal Highway Grant Anticipation Note Trust Fund” shall mean the Federal Highway Grant
Anticipation Note Trust Fund established by Section 10 of Chapter 11 of the Acts of 1997, as amended by Chapter
121 of the Acts of 1998.

“Federal Highway Reimbursements” shall mean all federal highway construction reimbursements and any
other federal highway assistance received from time to time by the Commonwealth with respect to the Federal
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 Paying Agent.

“Government Obligations” shall mean direct general obligations of, or obligations the timely payment of
principal of and interest on which are unconditionally guaranteed by, the United States of America.

“Governor” shall mean the Governor of the Commonwealth or the Lieutenant Governor of the
Commonwealth at any time that under the laws of Commonwealth the Lieutenant Governor is permitted to act in the
Governor’s stead.

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

“Interest Commencement Date” shall mean with respect to any Deferred Income Notes, the date specified
in the Applicable Supplemental Trust Agreement (which date must be prior to the maturity date for such Deferred
Income Notes), after which interest accruing on such Deferred Income Notes shall be payable with the first such
payment date being the applicable interest payment date immediately succeeding such Interest Commencement
Date.

“June 15 Debt Service Account” shall mean the subaccount established within the Debt Service Fund for
the purpose of holding funds to be applied to meet the June 15 Debt Service Requirement.

“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 15.

“Liquidity Facility” shall mean any agreement with a bank, trust company, insurance company, surety
bonding company, pension fund or financial institution under which it agrees to purchase Tender Notes.

“Motor Fuels Tax” shall mean the excise imposed on fuel (other than aviation fuel) by the provisions of
Chapter 644, 64F and 64F of the Massachusetts General Laws in effect as of the date of issuance of the initial Series
of Notes.

“Net CTF Pledged Funds” shall mean and include the following revenues and monies, after the application
thereof in accordance with the provisions of the 1994 Trust Agreement and the Senior CTF Trust Agreement:

(1) all monies received or to be received by the Commonwealth from the portion of the
Motor Fuels Tax equal to 17.104¢ per gallon with respect to the excise tax imposed on
fuel (other than aviation fuel) by the provisions of Chapter 644", equal to 24¢ per gallon
with respect to the excise tax imposed on fuel (other than liquefied gas) by the provisions
of Chapters 64F and 64F, and equal to 19.1% of the average price per gallon (computed
to the nearest tenth of one percent) with respect to the excise tax imposed on liquefied gas
by the provisions of Chapter 64E;

* Fuel subject to the provisions of Chapter 644 consisting of cellulosic biofuel or a blend of gasoline and cellulosic biofuel is taxable in
proportion to the percentage of the fuel content consisting of gasoline, as determined by the Commonwealth’s Department of Energy Resources.
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(i1) all Registry Fees, including (i) motor vehicle registration fees imposed under Chapter 90;
(1) motor vehicle license fees imposed under Chapter 90; and (iii) miscellaneous fees and
other revenues relating to the operation and use of motor vehicle transportation;

(ii1) all other monies received or to be received by the Senior CTF Trustee from the 1994
Trustee pursuant to the 1994 Trust Agreement;

@iv) subject in all respects to the prior lien of the 1994 Trust Agreement, all monies received
or to be received by the Commonwealth from that portion of the Motor Fuels Tax
imposed on fuel (other than aviation fuel) pursuant to Chapter 644 equal to 6.86¢ per
gallon;

v) Direct Payments received by the Commonwealth with respect to Build America Bonds;
and

(vi) to the extent permitted in the Senior CTF Trust Agreement, such Additional Pledged
Funds (as therein defined) as the Commonwealth may by a subsequent supplemental trust
agreement pledge to the Senior CTF Trustee as security for the Senior CTF Bonds.

For purposes of the foregoing definition of “Net CTF Pledged Funds,” the Senior CTF Trust Agreement
permits the Commonwealth to change the revenues and monies constituting the CTF Pledged Funds, as defined in
the Senior CTF Trust Agreement. To the extent that the revenues and monies constituting CTF Pledged Funds are
amended or revised in accordance with the Senior CTF Trust Agreement, the foregoing definition of “Net CTF
Pledged Funds” shall be likewise amended or revised to reflect the new revenues and monies constituting CTF
Pledged Funds.

“Net Federal Highway Reimbursements” shall mean all Federal Highway Reimbursements less the
amounts used or expected to be used to pay amounts due and owing under the Senior Federal Highway Notes Trust
Agreement. (No Senior Federal Highway Notes remain outstanding under the Senior Federal Highway Notes Trust
Agreement and no additional Senior Federal Highway Notes will be issued. Accordingly, no amounts are or will be
due and owing under the Senior Federal Highway Notes Trust Agreement.)

“Note Payment Date” shall mean with respect to Notes, other than Variable Rate Notes, each December 15
and June 15, 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.

“Note Debt Service Requirement” shall mean, for any period of calculation, the aggregate of the interest,
principal amount, and Sinking Fund Payments due or to become due other than by reason of redemption at the
option of the Commonwealth or the Registered Owner of any Notes on all Notes Outstanding during such period;
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 in such manner and during such
period of time as is specified in the Applicable Supplemental Trust Agreement authorizing such Capital
Appreciation Notes or Deferred Income Notes.

“Note Related Costs” shall mean all costs, fees and expenses of the Commonwealth incurred or related to
any Liquidity Facility, Credit Enhancement, any remarketing or other secondary market transactions, any fees of
Bond Counsel, attorneys, financial advisors, Fiduciaries, remarketing agents, rebate consultants, accountants and
other advisors, retained by the Commonwealth in connection with a Series, and any other fees, charges and expenses
that may be lawfully incurred by the Commonwealth to a provider of any Credit Enhancement or Liquidity Facility,
other than amounts paid as the Costs of Issuance for a Series, to repay or reimburse any amounts paid by such
provider due to a payment under such Credit Enhancement or Liquidity Facility and any interest on such repayment
obligation unless any such amount constitutes a Note Debt Service Requirement for such Series.
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“Notice of Redemption or Defeasance” shall have the meaning set forth below under “Revenue Account”.

“Obligation Authority” shall mean the annual limitation 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.

“Outstanding,” 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
at or before said date, (ii) any Note in lieu of or in substitution for which another Note shall have been authenticated
and delivered and (iii) 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 Series appointed pursuant
to the Trust Agreement or an Applicable Supplemental Trust Agreement and its successor or successors and any
other corporation which may at any time be substituted in its place pursuant to the Trust Agreement.

“Permitted Investments” shall mean and include any of the following, if and to the extent the same are at
the time legal for investment of Commonwealth funds:

(1) Government Obligations;
(i1) Agency Obligations;

(iii) Certificates or receipts representing direct ownership of future interest or principal
payments on Government Obligations or any obligations of agencies or instrumentalities
of the United States of America which are backed by the full faith and credit of the
United States, which obligations are held by a custodian in safekeeping on behalf of the
holders of such receipts;

(iv) Direct obligations and fully guaranteed certificates of beneficial interest of the Export-
Import Bank of the United States; senior debt obligations of the Federal Home Loan
Banks; debentures of the Federal Housing Administration; guaranteed mortgage-backed
bonds and guaranteed pass-through obligations of the Government National Mortgage
Association; guaranteed Title XI financing of the U.S. Maritime Administration;
mortgage-backed securities and senior debt obligations of the Federal National Mortgage
Association; obligations of the Student Loan Marketing Association; obligations of the
Federal Farm Credit Systems; obligations of the Resolution Trust Corporation and
participation certificates and senior debt obligations of the Federal Home Loan Mortgage
Corporation or any successor agency to each of the foregoing;

) All other obligations issued or unconditionally guaranteed as to the timely payment of
principal and interest by an agency or person controlled or supervised by and acting as an
instrumentality of the United States of America pursuant to authority granted by
Congress;

(vi) (a) Interest-bearing time or demand deposits, certificates of deposit, or other similar
banking arrangements with any government securities dealer, bank, trust company,
savings and loan association, national banking association or other savings institution
(including the Trustee), provided that such deposits, certificates, and other arrangements
are fully insured by the Federal Deposit Insurance Corporation or the Federal Savings
and Loan Insurance Corporation or (b) interest-bearing time or demand deposits or
certificates of deposit with any bank, trust company, national banking association or other
savings institution (including the Trustee), provided such deposits and certificates are in
or with a bank, trust company, national banking association or other savings institution
whose long-term unsecured debt is rated in one of the three highest long-term Rating
Categories by each Rating Agency then maintaining a rating on any Notes, and provided



further that with respect to (a) and (b), any such obligations are held by the Trustee or a
bank, trust company or national banking association other than the issuer of such
obligations, unless the issuer is the Trustee;

(vii) Repurchase agreements collateralized by securities described in subparagraphs (i), (ii),
(iii), (iv) or (v) above with any registered broker/dealer or with any commercial bank,
provided that (a) a specific written repurchase agreement governs the transaction, (b) the
securities are held, free and clear of any lien, by the Trustee or an independent third party
acting solely as agent for the Trustee, and such third party is (1) a Federal Reserve Bank,
or (2) a bank which is a member of the Federal Deposit Insurance Corporation and which
has combined capital, surplus and undivided profits of not less than $25 million, and the
Trustee shall have received written confirmation from such third party that it holds such
securities, free and clear of any lien, as agent for the Trustee, (¢) the repurchase
agreement has a term of thirty days or less, or a third-party custodian will value the
collateral securities no less frequently than monthly and will liquidate the collateral
securities if any deficiency in the required collateral percentage is not restored within five
business days of such valuation, and (d) the fair market value of the collateral securities
in relation to the amount of the repurchase obligation, including principal and interest, is
equal to at least one hundred and two percent (102%);

(viil)  Money market funds rated in the highest short-term Rating Category by each Rating
Agency then maintaining a rating on any Notes;

(ix) Commercial paper rated in the highest short-term Rating Category by each Rating
Agency then maintaining a rating on any Notes;

(x) Advanced Refunded Municipal Bonds;

(xi) Short-term or long-term obligations of any state of the United States of America that are
rated in the three highest rating categories by each Rating Agency then maintaining a
rating on any Notes Outstanding; and

(xii) Investment contracts with banks or other financial institutions whose long-term
unsecured debt or claims-paying ability is rated in one of the three highest Rating
Categories by each Rating Agency then maintaining a rating on any of the Notes
Outstanding, but in no event lower than the Rating Category designated by such Rating
Agency for the Notes.

“Pledged Federal Highway Revenues” shall mean all Net Federal Highway Reimbursements hereafter
received by the Commonwealth and, any other monies 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 Outstanding.

“Pledged Funds” shall have the meaning set forth below under “Pledge”.

“Principal Installment” shall mean, as of any particular date of computation and with respect to Notes of a
particular Series, an amount of money equal to the aggregate of (i) the principal amount of Outstanding Notes of
said Series which mature on a single future date, reduced by the aggregate principal amount of such Outstanding
Notes which would at or before said future date be retired by reason of the payment when due and application in
accordance 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 Sinking Fund Payment payable on said future date
for the retirement of any Outstanding Notes of said Series.

“Qualified Hedge Agreement” shall mean an interest rate exchange, cap, floor or collar agreement between

the Commonwealth and a Hedge Provider based upon a notional amount, where (a) the Hedge Provider, or the
person who guarantees the obligation of the Hedge Provider to make any payments due to the Commonwealth, has
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unsecured long-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 either
(1) a Rating Category, with respect to each such Rating Agency, at least equal to “A,” but in no event lower than the
Rating Category designated by such Rating Agency for the Notes Outstanding subject to such hedge agreement or
(i1) a lower Rating Category which any such Rating Agency indicates in writing to the Commonwealth and the
Trustee will not, by itself, result in a reduction or withdrawal of its rating on Commonwealth general obligation
bonds or will not, by itself, result in a reduction or withdrawal of its rating on the Notes Outstanding (without regard
to Credit Enhancement) subject to such hedge agreement that is in effect prior to entering into such hedge
agreement.

“Rating Agency” shall mean any of Moody’s Investors Service, Inc., Standard & Poor’s Ratings Services,
a division of The McGraw-Hill Companies, Inc., and Fitch Ratings Inc. and their respective successors or assigns.

“Rating Categories” shall 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 modifiers and, unless otherwise specified herein or in an
Applicable Supplemental Trust Agreement, shall be long term ratings.

“Rating Confirmation” means evidence that no Note rating then in effect from a Rating Agency will be
withdrawn or reduced solely as a result of an action to be taken hereunder.

“Rebate Fund Requirement” shall mean, as of any date of calculation, an amount equal to the aggregate of
the amounts, if any, calculated in accordance with each Applicable Supplemental Trust Agreement authorizing the
issuance of a Series of Tax-Exempt Notes as the amount required to be maintained in the Rebate Fund with respect
to such Notes.

“Redemption Price” shall mean, with respect to any Note, the principal amount thereof plus the premium, if
any, payable upon redemption thereof.

“Refunding Notes” shall mean any of the Notes authorized for refunding purposes under the Trust
Agreement.

“Registered Owner” shall mean the registered owner of a Note of a particular Series of Notes as shown on
the register for such Series of Notes.

“Registry Fees” shall mean the monies deposited in the Commonwealth Transportation Fund pursuant to
Section 34(iii) of Chapter 90.

“Reimbursement Obligation” shall mean the amounts due to the provider of a Credit Enhancement or
Liquidity Facility under the terms thereof as described below under “Credit Enhancement; Liquidity Facilities”.

“Secretaries” shall mean collectively the Secretary of Administration and Finance and the Secretary of
Transportation.

“Secretary of Administration and Finance” shall mean the Secretary of the Executive Office for
Administration and Finance of the Commonwealth or any designee acting in the Secretary’s stead.

“Secretary of Transportation” shall mean the Secretary of the Massachusetts Department of Transportation
or any designee acting in the Secretary’s stead.

“Senior CTF Bonds” shall mean the bonds of the Commonwealth issued under and secured by the Senior
CTF Trust Agreement, which bonds are secured by a lien on the Net CTF Pledged Funds, including the issuance of
subordinate bonds in accordance with the terms thereof.



“Senior CTF Trust Agreement” shall mean the Trust Agreement, dated as of December 1, 2010, by and
between the Commonwealth and the Senior CTF Trustee, as from time to time amended and supplemented.

“Senior CTF Trustee” shall mean the trustee appointed in accordance with the Senior CTF Trust
Agreement, and its successors and assigns.

“Senior Federal Highway Notes” shall mean the notes of the Commonwealth issued under and secured by
the Senior Federal Highway Notes Trust Agreement, which notes are secured by a senior lien on the Federal
Highway Reimbursements and a subordinate lien, under the circumstances described in the Senior Federal Highway
Notes Trust Agreement, on a certain portion of the Motor Fuels Tax.

“Senior Federal Highway Notes Trust Agreement” shall mean the amended and Restated Trust Agreement
dated as of December 1, 2010, by and between the Commonwealth and U.S. Bank National Association, as trustee,
as from time to time amended and supplemented.

“Senior Obligations” shall mean the 1994 Trust Agreement Bonds and the Senior CTF Bonds, as from time
to time outstanding under their respective trust agreements.

“Series” when used with respect to less than all of the Notes, shall mean such Notes designated as a Series
of Notes pursuant to a Supplemental Trust Agreement.

“SIFMA Index” shall mean, on any day, the index currently known as the Securities Industry and Financial
Markets Association (SIFMA) Municipal Swap Index as of the most recent date for which such index was published
by Municipal Market Data, Inc., any successor to such index, or, if such index is no longer published by Municipal
Market Data, Inc. or its successor, any other reasonably comparable index selected by the Commonwealth.

“Sinking Fund Payment” shall mean, as of any particular date of computation and with respect to Notes of
a particular Series, the amount of money required by any Supplemental Trust Agreement to be paid by the
Commonwealth 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 Commonwealth by reason of the redemption of
Notes at the election of the Commonwealth.

“State Fiscal Year” or “SFY” shall mean the period beginning on July 1 of any calendar year and ending on
June 30 of the succeeding calendar year or such other period of twelve consecutive calendar months as may be
provided by law as the fiscal year of the Commonwealth.

“Statement of Available Revenues” shall have the meaning set forth below under “Revenue Account”.

“State Treasurer” shall mean the Treasurer and Receiver-General of the Commonwealth or any Deputy
Treasurer of the Commonwealth acting on the State Treasurer’s behalf.

“Supplemental Trust Agreement” shall mean any Trust Agreement of the Commonwealth amending or
supplementing the Trust Agreement adopted and becoming effective in accordance with the terms of Article IX.

“Tax Exempt Notes” shall mean any Notes accompanied by a Bond Counsel’s opinion upon the original
issuance thereof that the interest on such Notes is not includable in the gross income of the Registered Owner
thereof for Federal income tax purposes.

“Trustee” shall mean U.S. Bank National Association, and its successor or successors and any other
corporation which may at any time be substituted in its place pursuant to the Trust Agreement.

“Valuation Date” shall mean (i) with respect to any Notes that are Capital Appreciation Notes, the date or
dates set forth in the Applicable Supplemental Trust Agreement on which specific Accreted Values are assigned to
such Notes and (ii) with respect to any Notes that are Deferred Income Notes, the date or dates prior to the Interest



Commencement Date set forth in the Applicable Supplemental Trust Agreement on which specific Appreciated
Values are assigned to such Notes.

“Variable Rate Ceiling” shall mean the maximum interest rate payable on Variable Rate Notes.
Pledge

There are pledged for the payment of principal and Redemption Price of and interest on the Notes (i) the
Pledged Federal Highway Revenues and all rights to receive the same, whether now existing or coming into
existence and whether now held or hereafter acquired and including any proceeds thereof; (ii) subject to the terms
and conditions set forth in the Trust Agreement, the Net CTF Pledged Funds, (iii) Direct Payments received by the
Commonwealth with respect to Build America Bonds, (iv) all monies, securities and any investment earnings with
respect thereto in all Funds and Accounts held pursuant to the Trust Agreement other than the Project Fund and the
Rebate Fund, and (v) any amounts payable to the Commonwealth by a Hedge Provider pursuant to a Qualified
Hedge Agreement (collectively, the “Pledged Funds”). The full faith and credit of the Commonwealth has not been
pledged to the payment of the Notes.

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 of 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 provided in or permitted by the Trust Agreement.

Authorization of Notes

The Commonwealth is authorized to issue one or more Series 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 as
limited by law. The Notes may be issued as Fixed Rate Notes, Variable Rate Notes, Tender Notes, Capital
Appreciation Notes, Deferred Income Notes, Discount Notes, Build America Bonds or any combination thereof.

The Commonwealth may issue Notes (“Fixed Rate Notes”) which bear a fixed rate or rates of interest
during the term thereof. The Applicable Supplemental Trust Agreement shall specify the rate or rates of interest
borne by such Notes and the interest payment dates thereof.

The Commonwealth may issue Notes (“Variable Rate Notes™) which provide for a variable, 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 maximum interest rate, or Variable Rate Ceiling.

The Commonwealth may provide that any Series of Notes may include an option exercisable by the
Registered Owners thereof to have such Notes (“Tender Notes”) either repurchased or redeemed prior to the
maturity thereof. Any Tender Notes may be secured by a Liquidity Facility providing for the repurchase or 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 is short term obligations within the highest Rating Category from any Rating Agency then
maintaining a rating on the Notes Outstanding.



The Commonwealth may issue Notes (“Capital Appreciation Notes”) which provide for the addition of
accrued and unpaid interest to the principal due thereon upon such terms with respect thereto determined by an
Applicable Supplemental Trust Agreement. The Applicable Supplemental Trust Agreement shall specify interest
rate or rates for such Notes and the Accreted Values of any such Notes.

The Commonwealth may issue Notes (“Discount Notes™) which either bear a zero stated rate of interest or
bear a stated rate of interest 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. In the
Applicable Supplemental Trust Agreement for any Discount Notes, the Commonwealth may provide for the
determination of the “principal amount” and “interest” payable on such Notes.

The Commonwealth may issue Notes (“Deferred Income Notes”) which provide for the deferral of interest
on such Notes until the Interest Commencement Date. The Applicable Supplemental Trust Agreement shall specify
the interest rate or rates for such Notes and Interest Commencement Date for such Notes.

The Commonwealth may issue Notes as “Build America Bonds” as specified by the Commonwealth at the
time of issuance thereof that provide for a Direct Payment to be received by the Commonwealth from the federal
government with respect to a portion of the interest payable on such Notes. The Applicable Supplemental Trust
Agreement shall authorize the State Treasurer to make any elections, certifications, representations, agreements,
modifications or amendments required with respect to any such Notes, including, without limitation, to the extent
permitted or authorized by law, the allocation to the Revenue Account of any Direct Payment received by the
Commonwealth from the federal government with respect to a portion of the interest payable on such Notes.

Additional Notes

One or more Series of Additional Notes may be issued for the purpose of (i) paying costs of any Federal
Highway Construction Program project to the extent then authorized by the laws of the Commonwealth, including
the Accelerated Bridge Improvement Program, (ii) the making of deposits in the Debt Service Fund, (iii) the
payment of the Costs of Issuance of such Notes, or (iv) any combination of the foregoing.

A Series of Additional Notes shall be executed by the State Treasurer and Governor and Comptroller and
delivered to the Paying Agent for such Series of Notes and by it authenticated and delivered to or upon the order of
an Authorized Officer, but only upon notification by the Trustee that it has received:

(1) an opinion of Bond Counsel with respect to the validity of the Additional Notes and the
enforceability of the pledge under the Trust Agreement;

(i1) the documents and monies, if any, required by the Applicable Supplemental Trust
Agreement;

(iii) a certificate of an Authorized Officer stating that, as of the delivery of such Additional
Notes and application of their proceeds, no Event of Default will have happened and will
then be continuing;

(iv) the following certificates:

(a) A certificate or certificates of the Commissioner of Revenue or the Comptroller,
or such other officer or official of the Commonwealth as shall be appropriate, setting forth the
amount of (1) Federal Highway Reimbursements and (2) Net CTF Pledged Funds received by the
Commonwealth for each month for the eighteen (18) month period ending with the last full month
immediately preceding the date of issuance of the Additional Notes (or, if the information for such
last full month is not then available, the last month for which such information is available), and

(b) A certificate of an Authorized Officer showing that the amount of Federal
Highway Reimbursements received by the Commonwealth during any twelve (12) consecutive



Refunding Notes

months out of such eighteen (18) month period referred to in clause (A) above was not less than
one hundred fifty percent (150%) of the maximum annual aggregate Adjusted Note Debt Service
Requirement in the then current or any future Commonwealth Fiscal Year with respect to the Trust
Agreement Notes Outstanding including the proposed Additional Notes, and

(©) A certificate of an Authorized Officer showing that the amount of Net CTF
Pledged Funds received by the Commonwealth during the same twelve (12) consecutive months
referred to in clause (B) above was not less than two hundred fifty percent (250%) of the
maximum annual aggregate Adjusted Note Debt Service Requirement in the then current or any
future Commonwealth Fiscal Year on Notes Outstanding including the proposed Additional
Notes;

(1) a certificate of an Authorized Officer substantially to the following effect:

(a) that the amount of Net Federal Highway Reimbursements expected to be
received from the date of issuance of the Additional Notes to the end of the then current Federal
Fiscal Year will be at least equal to one hundred twenty percent (120%) of the 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

(b) that the Trustee shall have on deposit on the date of issuance 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;

(1) a certificate of an Authorized Officer to the effect that the aggregate amount of bonds and
notes, including the Notes and the Senior CTF Bonds, issued under Sections 7 and 8 of
Chapter 233 of the Acts of 2008, other than any Refunding Notes and refunding Senior
CTF Bonds, does not exceed the limit imposed by law (which, at the time of issuance of
the 2017 Notes, is $2,984,000,000); and

(i1) if any such Additional Notes are to be issued as Tender Notes, a fully executed copy of
the Liquidity Facility for such Notes, if any.

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 delivery, among other items, of the following:

(1) an opinion of Bond Counsel with respect to the validity of the Refunding Notes and the
enforceability of the pledge under the Trust Agreement;

(i1) a certificate of an Authorized Officer stating that, as of the delivery of such Refunding
Notes and application of their proceeds, no Event of Default will have happened and will
then be continuing;

(ii1) a certificate of an Authorized Officer setting forth the Adjusted Note Debt Service
Requirement for each Commonwealth Fiscal Year in which Notes are or will be
Outstanding (a) computed immediately prior to the delivery of such Refunding Notes and
(b) computed immediately after the delivery of such Refunding Notes, and showing
either that (x) the Adjusted Note Debt Service Requirement for each Commonwealth
Fiscal Year in which Notes will be Outstanding as computed in (b) of this paragraph will



not be greater than the Adjusted Note Debt Service Requirement in each such
Commonwealth Fiscal Year as computed in (a) of this paragraph or (y) the net present
value of the Adjusted Note Debt Service Requirement as computed in paragraph (b) of
this paragraph is less than the net present value of the Adjusted Note Debt Service
Requirement as computed in paragraph (a) of this paragraph; provided that, in lieu of
such certificate, the Comptroller or Commissioner of Revenue and an Authorized Officer
may deliver to the Trustee certificates satisfying the conditions to the issuance of
Additional Notes and in each case treating the Refunding Notes to be issued as
Additional Notes thereunder; and

@iv) an amount of money or Defeasance Obligations sufficient to effect payment at maturity
or redemption of the Notes to be refunded.

Creation of Liens; Other Indebtedness

Except as otherwise expressly provided in the Senior CTF Trust Agreement, the Commonwealth shall not
issue any bonds, 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 monies, securities and funds held or set aside by the Commonwealth or by the
Fiduciaries under the Trust Agreement, and shall not otherwise create or cause to be created any lien or charge on
such Pledged Funds, monies, securities and funds. The Trust Agreement permits the issuance of other indebtedness
secured by a subordinate lien on Pledged Funds.

Credit Enhancement; Liquidity Facilities

The Commonwealth 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 portion thereof. 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 under the terms of such Credit Enhancement or Liquidity Facility, together with interest thereon
(“Reimbursement Obligation”). Such Reimbursement Obligation may be subject to a lien on Pledged Funds on a
parity with the lien created by the Trust Agreement in favor of the Notes.

Qualified Hedge Agreements

The Commonwealth may from time to time enter into Qualified Hedge Agreements with a Hedge Provider
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 with respect to
amounts due and owing thereunder other than regularly scheduled payments of principal and interest, such as
termination payments, shall be expressly subordinate to the security for the Notes Outstanding.

Any amounts paid to the Commonwealth pursuant to a Qualified Hedge Agreement shall be deposited in
the Revenue Account. Any amounts payable by the Commonwealth under a Qualified Hedge Agreement may be
payable from any amounts lawfully available to the State Treasurer for such purpose. Upon the issuance of any
Refunding Notes, an Authorized Officer shall deliver to the Trustee a certificate setting forth the interest rate (the
“Assumed Hedge Rate”) which such Authorized Officer reasonably determines will be the average interest rate
which will be payable for the next succeeding twelve consecutive months on the notional amount under any
Qualified Hedge Agreement relating to any Fixed Rate Notes which will remain Outstanding under which the
Commonwealth is required to pay a variable interest rate on such notional amount.

Establishment of Funds and Accounts
The following funds and accounts have been established and are currently held by the Trustee:

(1) Redemption Fund;
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(i1) Debt Service Fund,
(a) June 15 Debt Service Payment Account;
(b) December 15 Debt Service Payment Account;
(©) Holding Account; and
(d) Defeasance Account

(iii) Note Related Costs Fund; and

(iv) Rebate Fund.

Such Funds, except the Rebate Fund, are subject to the pledge created by the Trust Agreement.

The State Treasurer will establish the Revenue Account to be maintained as part of the Federal Highway
Grant Anticipation Note Trust Fund and held by the Trustee so long as Notes shall remain Outstanding, which
Account shall be subject to the pledge created by the Trust Agreement. The State Treasurer will also establish the
Project Fund to be maintained as part of the Federal Highway Grant Anticipation Note Trust Fund and 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 Agreement.

Project Fund

Except as otherwise provided in the Applicable Supplemental Trust Agreement, the State Treasurer 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 Federal Highway Construction Program
project to the extent then authorized by the laws of the Commonwealth, including the Accelerated Bridge
Improvement Program financed by such Series. Such amounts shall be applied by the State Treasurer to the payment
of the Costs of Issuance and to pay costs of the Federal Highway Construction Program project to the extent then
authorized by the laws of the Commonwealth, including the Accelerated Bridge Improvement Program, for which
such Notes have been issued. Investment earnings received by the State Treasurer on any proceeds of Notes shall be
promptly transferred to the Trustee for deposit in the Revenue Account.

Revenue Account

The State Treasurer shall deliver to the Trustee within two business days of receipt, Pledged Federal
Highway Revenues collected by the Commonwealth. Immediately upon receipt thereof, the Trustee shall deposit in
the Revenue Account all Pledged Federal Highway Revenues paid to the Commonwealth and any other monies
deposited with or paid to the Trustee for application in accordance with the Trust Agreement, including, without
limitation, any Direct Payment.

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 be based
upon such information as the State Treasurer shall deem relevant, including without limitation, information obtained
from the Executive Office for Administration and Finance and the Massachusetts Department of Transportation. 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 Federal 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. The State Treasurer, with the written concurrence of the Secretaries, shall 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 Agreement, 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 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 Trust Agreement Obligations due during the following Federal Fiscal
Year, then the Trustee shall, at the written direction of the State Treasurer, transfer to the State Treasurer, Federal
Highway Reimbursements received by it during the period beginning on the later of October 10 and the date of
delivery of the Statement of Available Revenues and ending on the earlier of December 15 and the date on which
the difference between the amount of 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 one hundred twenty percent (120%) of the Trust
Agreement Obligations due during 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 immediately preceding paragraph has been given, commencing on the
earlier of (i) the December 15 following delivery of such certification and (ii) the date on which the difference
between the amount of 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 one hundred twenty percent (120%) of the sum of 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, the Trustee shall then transfer all Federal Highway Reimbursements received by it from the Revenue
Account first to the December 15 Debt Service Account until the amount 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 and the Rebate Fund, 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 such date until the earlier of the following
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, 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 one
hundred twenty percent (120%) of the sum of 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 written 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 times specified, for application as
permitted by law, free and clear of the lien of the Trust Agreement. Commencing on 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 one
hundred twenty percent (120%) of the sum of 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 then transfer all Net Federal Highway Reimbursements received by it from the Revenue
Account first to the June 15 Debt Service Account 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 and the Rebate Fund, 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 written 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 times specified,
for application as permitted by law, free and clear of the lien of the Trust Agreement.

If the Statement of Available Revenues projects that the amount of Net Federal Highway Reimbursements
expected to be received by the Commonwealth during the current Federal Fiscal Year shall be less than one hundred
twenty percent (120%) of the Trust Agreement Obligations due during the following Federal Fiscal Year, then the
Trustee shall transfer all Net 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 and the Rebate Fund, 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 Statement of Available Revenues delivered to the Trustee, shall have been provided for.

Notwithstanding the foregoing, if on October 1 of any Federal Fiscal Year and so long as the Trustee shall
not have received any certification with respect to such Federal Fiscal Year, the Trustee shall retain all Net Federal
Highway Reimbursements until such time as such 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 on October 1
of such Federal Fiscal Year or otherwise at the required time. In addition, during the continuance of an Event of
Default, the Trustee shall not transfer any Pledged Funds to the Commonwealth until such time as the Event of
Default is cured or waived, at which time the Trustee may transfer amounts then held by it as permitted by the Trust
Agreement as if such Event of Default had not occurred.

Notwithstanding anything 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
June 15 Debt Service Requirement, as applicable.

At any time the State Treasurer, with the written concurrence of the Secretaries, but subject also to any
covenants and agreements made by the Commonwealth in connection with the issuance of Senior Obligations, may
direct the Trustee in writing to transfer an amount of Net Federal Highway Reimbursements and any other available
funds then on deposit in the Revenue Account and otherwise available 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
redeeming or defeasing the principal amount of Notes Outstanding as set forth in said certificate, provided, however,
that, except to the extent necessary to pay Trust Agreement Obligations due and payable in any Commonwealth
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 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. Any transfer of Net 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 (ii) 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 Treasurer, in addition to Pledged Funds, any
other monies certified by the State Treasurer to be lawfully available for carrying out or satisfying any purpose
under the Trust Agreement. The Trustee shall deposit such monies in the Fund or Account, as the State Treasurer



may direct in writing, and, provided no Event of Default shall then be occurring under the Trust Agreement and the
amounts then held in the Debt Service Accounts, 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 in writing, 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) on or before each interest payment date of Notes the amount required for
the interest and Principal Installments payable on such date and (ii) on or before each redemption date for the Notes,
other than a redemption date on account of Sinking Fund Payments, the amount required for the payment of interest
and Redemption Price on the Notes then to be redeemed; provided that in each case the State Treasurer may direct
the Trustee to make such payments to the Paying Agents on such date prior to the due date as the State Treasurer
determines to the extent amounts are available therefor in such Fund. 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
Account to the extent necessary to make up the deficiency. Amounts 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, and if so
directed in writing by an Authorized Officer shall, be applied by the Trustee 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 Treasurer shall arrange, or (ii) 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 until such Sinking Fund Payment date for the purpose of calculating the amount of such Account.

In satisfaction, in whole or in part, of any amount required to be paid into the Debt Service Fund which is
attributable to a Sinking Fund Payment, there may be delivered on behalf of the Commonwealth to the Trustee
Notes of the Series and maturity entitled to such payment. All Notes so delivered to the Trustee in satisfaction 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.

Redemption Fund

The Commonwealth may deposit in the Redemption Fund any monies, 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 Debt Service Fund is insufficient to pay the principal or 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
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 Commonwealth 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 purchases to be paid for by the Trustee at such times and in such manner as arranged and directed
by an Authorized Officer.

Net CTF Pledged Funds
Not later than December 15 of each year, the State Treasurer, after consultation with the Secretaries, shall
notify the Governor, the Speaker of the House, the President of the Senate and the Trustee if the Statement of

Available Revenues shows that projected Net Federal Highway Reimbursements are not expected to be sufficient to
pay projected Trust Agreement Obligations during the following Commonwealth Fiscal Year. Upon delivery to the
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Governor of such a notice, the Governor shall include in the operating budget to be submitted to the General Court
in accordance with Section 7H of Chapter 29 of the Massachusetts General Laws a recommendation to appropriate
from Net CTF Pledged Funds an amount equal to the Trust Agreement Obligations to 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 on Trust Agreement Obligations due in the current Commonwealth
Fiscal Year, plus (z) any amount of Net Federal Highway Reimbursements expected to be received prior to the
beginning of said Commonwealth Fiscal Year that will not be expended prior to the beginning 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 notification referenced above to reflect any changed
circumstances known to the State Treasurer with respect to the amount of Net 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.

If the notifications specified above were given and indicated a need for an appropriation of funds by the
General Court, then (i) commencing in the January following delivery of such certification the Net CTF Pledged
Funds received by the Commonwealth shall be deposited with the Trustee in the Holding Account promptly upon
receipt by the Commonwealth until the amount therein shall equal the sum of (A) the December 15 Debt Service
Requirement in the following Commonwealth Fiscal Year (less any amount available for such purpose on deposit in
the December 15 Debt Service Account) and (B) all Trust Agreement Obligations to be due and payable prior to
December 15 in the following Commonwealth Fiscal Year (less any amounts available for such purpose on deposit
in the Note Related Costs Fund and the Rebate Fund) and (ii) commencing with the July following delivery of such
certification the Net CTF Pledged Funds received by the Commonwealth shall be deposited with the Trustee in the
Holding Account promptly upon receipt by the Commonwealth and applied thereafter as further provided in the
Trust Agreement; provided that notwithstanding any provision of the Trust Agreement to the contrary, in the event
the Trustee holds an amount under the Trust Agreement during any Commonwealth Fiscal Year at least equal to the
Trust Agreement Obligations due and payable during such Commonwealth Fiscal Year, which amount is available
for paying such Trust Agreement Obligations without any further appropriation or other legislative approval, the
State Treasurer shall no longer be required to pay Net CTF Pledged Funds to the Trustee during the remainder of
such Commonwealth Fiscal Year, except as otherwise provided in the Trust Agreement. For purposes of the Act,
and so long as the Act shall require that the expenditure of amounts in the CTF are subject to appropriation for the
purposes described in the Trust Agreement, the Holding Account shall be deemed to be an account within the CTF
and the Trustee is hereby authorized to receive Net CTF Pledged Funds from the Senior CTF Trustee for the
purposes set forth in the Trust Agreement.

Notwithstanding the foregoing provisions to the contrary, in the event an 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
Commonwealth Fiscal Year, the State Treasurer may deposit the amount of such appropriation with the Trustee and
direct the Trustee to transfer all or any portion of the Net CTF Pledged Funds then on deposit in the Debt Service
Fund to the State Treasurer for credit to the CTF 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 Obligations due and payable during said Commonwealth Fiscal Year.

Application of Net CTF Pledged Funds

If Net CTF Pledged Funds are required to be deposited with the Trustee, and so long as the Act or other
applicable law shall require that the expenditure of Net CTF Pledged Funds is subject to appropriation for the
purposes described below, at the beginning of each 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 certify to the Trustee the amount appropriated for such Fiscal Year for payment of the

following amounts:
(i)
(i)
(iii)

the Note Debt Service Requirement for such Fiscal Year;
the Note Related Costs, if any, for such Fiscal Year; and

the Rebate Fund Requirement, if any, for such Fiscal Year.

If amounts are appropriated for such purposes as an aggregate sum, such sum shall be allocated 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 shall also certify to the Trustee the amount of any such
supplemental appropriation. The aggregate amounts appropriated for each such purpose as provided herein shall be
referred to as an “Appropriated Amount” for such purpose.

After Net CTF Pledged Funds have been deposited with the Trustee into the Holding Account, the
Secretary of Administration and Finance and the State Treasurer shall, on the first Business Day of each month
beginning in July of the new Commonwealth Fiscal Year, deliver a certificate to the Senior CTF Trustee and the
Trustee setting forth the following:

(1)

(i)

(i)

(iv)

™)

the amount then on deposit in the December 15 Debt Service Payment Account and/or
the June 15 Debt Service Payment Account relating to the Notes that are payable in the
following Federal Fiscal Year covered by the applicable Statement of Available
Revenues;

the amount by which the December 15 Debt Service Requirement and/or June 15 Debt
Service Requirement, as the case may be, is greater than the sum of the amount(s) set
forth in subparagraph (i) above plus any amounts in the Holding Account (the “Debt
Service Requirement Difference”);

the amounts then on deposit in the Note Related Costs Fund and the Rebate Fund
available to pay Trust Agreement Obligations other than the Note Debt Service
Requirement;

the amount by which the Trust Agreement Obligations other than the Note Debt Service
for the period covered by the Statement of Available Revenues exceeds the sum of the
amount(s) set forth in subparagraph (iii) above plus any amounts in the Holding Account
that are not being applied to the Debt Service Requirement Difference (the “Trust
Agreement Obligations Difference”); and

a direction to the Senior CTF Trustee to transfer to the Trustee, to the extent available
under the Senior CTF Trust Agreement and subject to the limitation that any such transfer
shall not exceed the Appropriated Amount, Net CTF Pledged Funds in an amount
sufficient to fully fund the next December 15 Debt Service Requirement Difference or
June 15 Debt Service Requirement Difference and the Trust Agreement Requirement
Difference for the next Note Payment Date between the date of the certificate and the
applicable Note Payment Date in substantially equal installments, determined by the
number of months remaining between the date of the certificate and the month prior to
the Note Payment Date.

Upon deposit of the amounts described above and so long as there shall be Appropriated Amounts
sufficient to pay the amounts set forth in subparagraphs (ii) and (iv) above (if such appropriations shall be required
by the Act or other provisions of law), the balance on deposit in the Holding Account (less any amounts required to
be deposited under subparagraphs (ii) and (iv) above for which there are not sufficient Appropriated Amounts) shall
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be transferred by the Trustee on the last business day of each month to the State Treasurer free and clear of the lien
hereof and may be thereupon applied to any purpose permitted by law.

Notwithstanding any provision in the Trust Agreement to the contrary, in no event shall Net CTF Pledged
Funds be applied in any Commonwealth Fiscal Year to any purpose 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

The amount on deposit and available in the Note Related Costs Fund shall be applied by the Trustee to the
payment of Note Related Costs at the times and in the amounts as directed from time to time by an Authorized
Officer.

If at any time the amount on deposit and available therefor in the Debt Service Fund is insufficient to pay
the principal or Redemption Price of and interest on the Notes then due, the Trustee shall withdraw from the Note
Related Costs Fund, after withdrawal of amounts from the Redemption Fund 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 aggregate of such amount deposited therein from Net CTF Pledged Funds shall not in any
Commonwealth Fiscal Year, together with all other amounts deposited 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 Officer 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 of the Trust Agreement and such amounts shall be applied to any purposes permitted by law.

Investments

Except as otherwise described below under “Defeasance,” money held for the credit of any Fund or
Account under the Trust Agreement shall, to the fullest extent practicable, be invested in Permitted Investments
which shall mature or be redeemable at the option of the Registered Owner thereof, on such dates and in such
amounts as may be necessary to provide monies to meet the payments required to be made from such Funds and
Accounts. Amounts on deposit in the Debt Service Fund may be invested only in Permitted Investments of the type
described in subparagraphs (i), (ii), (iii), (iv), (vi), (vii), (ix) or (xi) of the definition of Permitted Investments. Any
income from Permitted Investments may be transferred to the Rebate Fund to the extent required by an applicable
Supplemental Trust Agreement.

In computing the amount in any Fund or Account for any purpose, Permitted Investments shall be valued at
amortized cost. Unless otherwise provided in the Trust Agreement, Permitted Investments in any Fund or Account
shall be valued at least once in each Commonwealth Fiscal Year on the last day thereof.

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 create and issue Notes thereunder and to enter into the Trust Agreement and to pledge the Pledged
Funds in the manner and to the extent provided in the Trust Agreement. Except for the senior pledge and lien on
certain of the Pledged Funds in favor of the Registered Owners of the Senior Obligations, 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 equal rank with, the pledge created by the Trust Agreement. The Commonwealth
agrees that at all times, to the extent permitted by law, it will defend, preserve and protect the pledge of the Pledged
Funds under the Trust Agreement and all the rights of the Registered Owners under the Trust Agreement against all
claims and demands of all persons whomsoever.

C-21



Covenants as to Pledged Funds

The Commonwealth covenants and agrees that it will not change the rate of the Registry Fees or the Motor
Fuels Tax credited to the CTF, or both, in any respect, except as provided in the Senior CTF Trust Agreement.

The Commonwealth covenants and agrees that Federal Highway Reimbursements shall not be diverted
from the purposes identified in the Trust Agreement except as provided therein or in any Credit Enhancement, nor
shall the trusts created thereby be broken, and the pledge and dedication in trust of these funds shall continue
unimpaired and unabrogated.

The Commonwealth covenants and agrees that (i) no Net CTF Pledged Funds shall be diverted from the
Commonwealth Trust Fund; and (ii) in any Commonwealth Fiscal Year and until an appropriation has been made
which is sufficient to pay the principal, including Sinking Fund Payments, of and interest on all Notes and to provide
for or maintain all other Trust Agreement Obligations, reserves, additional security, insurance or other forms of
Credit Enhancement required or provided for in the Trust Agreement, none of the Net CTF Pledged Funds to the
extent necessary to fund the remaining Trust Agreement Obligations not funded with Pledged Federal Highway
Revenues shall be applied to any other use.

Tax Covenants; Rebate Fund

The Commonwealth shall take, or require to be taken, such action as may from time to time be required to
assure the continued exclusion of interest on any Series of Tax Exempt Notes from the federal gross income of
Registered Owners of any such Series of Tax Exempt Notes. The Commonwealth 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 in accordance with Section 148(1) of the Code. Funds on deposit in the Rebate Fund shall be applied as set
forth in the Applicable Supplemental Trust Agreement. Unless otherwise specified in the Applicable Supplemental
Trust Agreement, interest or other income derived from the investment or deposit of monies in the Rebate Fund shall
be held therein. The Rebate Fund and the amounts on deposit therein shall not be deemed Pledged Funds thereunder.

Limitations on Covenants
Notwithstanding any provision of the Trust Agreement to the contrary, any provisions of the Act creating
covenants with Registered Owners shall be deemed a covenant with the Registered Owners only to the extent
expressly provided in and as limited by the Trust Agreement.
Events of Default
One or more of the following events shall constitute an Event of Default under the Trust Agreement:
(1) 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

(i1) If default shall be made in the payment of any installment of interest on any Note when
due; or
(iii) If default shall be made by the Commonwealth in the performance 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
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(iv)

If default shall be made by the Commonwealth in the performance 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 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-day period, it shall not constitute an Event of Default if corrective action is
instituted by the Commonwealth within such period and diligently pursued until the
default is remedied.

Application of Revenues and Other Monies After Default

During the continuance of an Event of Default, the Trustee shall apply the monies, securities and funds held
by the Trustee and such Pledged Funds and the income therefrom, to the fullest extent permitted by law, as follows

and in the following order:

(i)

(i)

payable,

to the payment of the reasonable and proper charges and expenses of the Fiduciaries and
of any counsel selected by a Fiduciary;

to the payment of the interest and principal amount or Redemption Price then due on the
Notes, as follows:

(a) unless the principal amount of all of the Notes shall have become due and

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

Second: To the payment to the persons entitled thereto of the unpaid principal amount or
Redemption Price 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 Redemption Price due on such date, to the
persons entitled thereto, without any discrimination or preference; and

(b) if the principal of all of the Notes shall have become due and payable, to the

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

(i)

to the payment of any person entitled to the payment of any Note Related Cost ratably in
accordance with the amount of such Note Related Costs,

provided that any payment by the Trustee of Net CTF Pledged Funds shall not exceed the Appropriated Amount for
such purpose during the then current Commonwealth Fiscal Year, unless the State Treasurer shall certify to the
Trustee that payment of such amount shall not then be subject to appropriation.
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Proceedings Brought by Trustee

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 or at law. The Registered Owners of a majority in principal amount of
the Notes Outstanding 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 shall determine that the action or proceeding so directed would involve the Trustee in personal
liability or be unjustly prejudicial to the Registered Owners not parties to such direction.

Regardless of the happening of an Event of Default, the Trustee shall have power to, but unless requested
in writing by the registered owners of a majority in principal amount of the Notes then Outstanding 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 impairment of the security under the Trust
Agreement by any acts which may be unlawful or in violation of the Trust Agreement, or necessary or expedient to
preserve or protect its interests and the interests of the Registered Owners.

Nothing contained in the Trust Agreement is intended to preclude the Trustee upon the occurrence of an
Event of Default 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 under the Trust Agreement, including asserting any rights it may have as Trustee
under the Trust Agreement as a secured party with respect to all security granted thereunder notwithstanding any
requirements contained in the Trust Agreement with respect to Appropriated Amounts.

Restrictions on Registered Owners’ Action

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 of the Trust Agreement 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%) in principal amount of Notes then
Outstanding shall have filed a written request with the Trustee, and shall have offered it reasonable opportunity, to
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 liabilities to be incurred
thereby, and the Trustee shall have refused to comply with such request within a reasonable time.

No Right of Acceleration

Neither the Registered Owners nor the Trustee shall have any right to accelerate the payment of principal or
interest due on any Notes Outstanding upon the occurrence of any Event of Default.

Responsibility of Fiduciaries

The duties and obligations of the Fiduciaries shall be determined by the express provisions of the Trust
Agreement and the Fiduciaries shall not be liable except for their performance of such duties and obligations as are
specifically set forth in the Trust Agreement. No Fiduciary shall be under any responsibility or duty with respect to
the issuance of the Notes for value or the application of the proceeds thereof or the application of any monies 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 liability or to institute or defend any suit in respect thereof, or to advance any
of its own monies, 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.
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Compensation

The Commonwealth shall pay to each Fiduciary from time to time reasonable compensation for all services
rendered under the Trust Agreement, and also all reasonable expenses, charges, counsel fees and other
disbursements, including those of its attorneys, agents, and employees incurred in and about the performance of their
powers and duties under the Trust Agreement. To the extent permitted by law, the Commonwealth shall indemnify
and save each Fiduciary harmless against any liabilities which it may incur in the exercise and performance of its
powers and duties under the Trust Agreement, and which are not due to its negligence or bad faith.

Resignation of Trustee

The Trustee 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 Registered Owner and Paying Agent specifying the date when such
resignation shall take effect, and such resignation shall take effect upon the day specified in such notice provided a
successor shall have been appointed, unless previously a successor shall have been appointed by the State Treasurer
or the Registered Owners, in which event such resignation shall take effect immediately on the appointment of such
successor.

Removal of Trustee

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 outstanding 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 shall be
determined in the sole discretion of the State Treasurer.

Appointment of Successor Trustee

In case at any time the Trustee shall resign or shall be removed or shall become incapable of acting, or shall
be adjudged bankrupt 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 Notes then
Outstanding, excluding any Notes held by or on account of the Commonwealth, by an instrument or concurrent
instruments in writing signed and acknowledged by such Registered Owners or by their attorneys-in-fact duly
authorized and delivered to such successor Trustee; notification thereof being given to the State Treasurer and the
predecessor Trustee. Pending such appointment, the State Treasurer by a written instrument signed 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 Registered Owners. Any Trustee appointed in succession to the Trustee
shall be a bank or trust company organized under the laws of any state, or a national banking association, having a
capital and surplus aggregating 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
authorized by law to perform all duties imposed upon it by the Trust Agreement.

Supplemental Trust Agreement Effective Upon Filing
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:

6] to cure any ambiguity, inconsistency or formal defect or omission in the Trust Agreement
that shall not have a material adverse effect on the Registered Owners of the Notes;
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(i1) to close the Trust Agreement against, or provide limitations and restrictions contained in
the Trust Agreement on, the original issuance of Notes;

(iii) 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;

(iv) to surrender any right, power or privilege reserved to or conferred upon the
Commonwealth by the Trust Agreement;

(v) to authorize Notes of a Series and, in connection therewith, specify and determine any
matters and things relative to such Notes not contrary to or inconsistent with the Trust
Agreement;

(vi) to authorize any Credit Enhancement, Liquidity Facility or Reserve Credit Facility;

(vii) to exercise any provision in the Trust Agreement or to make such determinations under
the Trust Agreement as expressly provided therein to be exercised or determined in a
Supplemental Trust Agreement;

(viil)  to confirm, as further 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;

(ix) 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 Supplemental Trust Agreement
implementing the amendment or supplement;

(x) to authorize the funding of additional Federal Highway Construction Program projects
with the issuance of Notes as authorized from time to time by the Legislature of the
Commonwealth; and

(xi) for any other purpose, provided that such Supplemental Trust Agreement does not
prejudice in any material respect the right of the registered owner of any Note
Outstanding at the date such Supplemental Trust Agreement becomes effective.

Powers of Amendment

Any modification or amendment of the Notes or of the Trust Agreement may be made by a Supplemental
Trust Agreement, with the written consent (i) of the Registered Owners of at least a majority in the principal amount
of all Notes Outstanding at the time such consent is given, or (ii) in case less than all of the several Series of Notes
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 the
Registered Owners of the Notes of the particular Series and maturity entitled to such Sinking Fund Payment
Outstanding at the time such consent is given; provided, however, that, if such modification or amendment will, by
its terms, not take effect so long as any Notes of any specified like Series and maturity remain Outstanding, 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 under this Section; 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 Outstanding 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 Fiduciary without its written assent thereto, or
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shall reduce the percentages of the principal amount of Notes the consent of which is required to effect any such
modification or amendment.

Defeasance

If the Commonwealth shall pay or cause to be paid, or there shall otherwise be paid, to the Registered
Owners of the Notes then Outstanding, the principal amount and interest and Redemption Price, if any, to become
due thereon, at the times and in the manner stipulated therein and in the Trust Agreement 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 monies and securities pledged by the Trust Agreement and all other rights granted
by the Trust Agreement shall be discharged and satisfied. In such event, the Trustee shall, upon request of the
Commonwealth, execute and deliver to the Commonwealth all such instruments as may be desirable to evidence
such release and discharge and the Fiduciaries shall pay over or deliver to the Commonwealth all monies or
securities held by them pursuant to the Trust Agreement which are not required for the payment or redemption of
Notes not theretofore surrendered for such payment or redemption or for the payment of any Note Related Costs or
for deposit to any Rebate Account with respect to any Series of Tax Exempt Notes.

Notes or interest installments for the payment or redemption of which monies shall be held by the
Fiduciaries (through deposit by the Commonwealth of funds for such payment or redemption or otherwise), whether
at or prior to the maturity or the redemption date of such Notes, shall be deemed to have been paid within the
meaning and with the effect expressed in the Trust Agreement. All Outstanding Notes of any Series or any part of a
Series shall prior to the maturity or redemption date thereof be deemed to have been paid within the meaning and
with the effect expressed in the Trust Agreement 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 Trustee, in form satisfactory to it, irrevocable
instructions to provide notice of redemption on said date of such Notes, (ii) there shall have been deposited with the
Trustee in the Defeasance Account either monies 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 monies which, together with the monies, if any,
deposited with the Trustee at the time of deposit of such Defeasance Obligations, shall be sufficient, as certified by a
firm of independent public accountants, to pay when due the principal 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. Any cash received from the principal or interest payments on such Defeasance Obligations deposited
with the Trustees if not then needed for such purpose, may, to the extent practicable be reinvested in Defeasance
Obligations or, in lieu of such direction at the time of receipt, an Authorized Officer may authorize and 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 deemed to have been paid prior to the
maturity or redemption date thereof, as the case may be, by the deposit of monies, or Defeasance Obligations and
monies, 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 thereof,
there shall have been deposited with the Trustee monies in an amount which shall be sufficient to pay when due the
maximum amount of principal of and premium, if any, and interest on such Notes which could become payable to
the Registered Owners of such Notes upon the exercise 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 described
above, the options originally exercisable by the Registered Owner of Tender Notes are no longer exercisable, such
Notes shall not be considered Tender Notes.

Unclaimed Funds
Any monies 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 and payable, either at
their stated maturity dates or by call for earlier redemption, if such monies were held by the Fiduciary at such date,
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or for the applicable escheat period after the date of deposit of such monies if deposited with the Fiduciary after 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 Registered
Owners shall look only to the Commonwealth for the payment of such Notes.

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 attempted 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 monies of the
Commonwealth, or otherwise in connection with the management of its affairs, excepting solely for things willfully
done or omitted to be done with an intent to defraud.

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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APPENDIX D

PROPOSED FORM OF OPINION OF BOND COUNSEL

Upon delivery of the 2017 Notes described below, Bond Counsel proposes to deliver an opinion
substantially in the following form:

111 Huntington Avenue

I Boston, MA 02199
0 C e Telephone: 617-239-0100

Fax: 617-227-4420

L i LLP www.lockelord.com

[Date of Delivery]

The Honorable Deborah B. Goldberg
Treasurer and Receiver-General

The Commonwealth of Massachusetts
State House, Room 227

Boston, Massachusetts 02133

The Commonwealth of Massachusetts
$142,680,000 Federal Highway Grant Anticipation Notes
(Accelerated Bridge Program), 2017 Series A
Dated Date of Delivery

We have acted as bond counsel to The Commonwealth of Massachusetts (the “Commonwealth”) in connection with
the issuance by the Commonwealth of the above-referenced notes (the “2017 Notes”). In such capacity, we have
examined the law and such certified proceedings and other papers as we have deemed necessary to render this
opinion, including Section 20 of Chapter 29 of the Massachusetts General Laws, as amended (the “Act”) and other
applicable statutes. We have also examined the Trust Agreement dated as of December 1, 2010 (the “Trust
Agreement”) between the Commonwealth and U.S. Bank National Association, as successor trustee (the “Trustee”),
as heretofore supplemented and amended (the “Trust Agreement”), and as further supplemented and amended by the
Fifth Supplemental Trust Agreement dated as of November 1, 2017 (the “Fifth Supplemental Trust Agreement,” and
collectively with the Trust Agreement, the “Agreement”) between the Commonwealth and the Trustee. Capitalized
terms not otherwise defined herein are used herein as defined in the Agreement.

The 2017 Notes are issued pursuant to the Agreement. Notes issued under the Agreement, including the 2017 Notes,
are payable from and secured by a pledge of Pledged Funds.

As to questions of fact material to our opinion, we have relied upon representations and covenants of the
Commonwealth contained in the certified proceedings and other certifications of public officials and others
furnished to us, without undertaking to verify the same by independent investigation.

Based on our examination, we are of the opinion, under existing law, as follows:

1. The Commonwealth has the right and power under the Act and other applicable law to enter into
the Fifth Supplemental Trust Agreement, and it has been duly and lawfully executed on behalf of the
Commonwealth by the Treasurer and Receiver-General of the Commonwealth, with the concurrence of the
Secretary of the Executive Office for Administration and Finance of the Commonwealth and the Secretary of the
Massachusetts Department of Transportation.

2. The Agreement has been duly authorized, executed and delivered by the Commonwealth, is in full
force and effect and constitutes the valid and binding obligation of the Commonwealth enforceable upon the
Commonwealth in accordance with its terms. No other authorization for the Agreement is required.
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The Honorable Deborah B. Goldberg
[Date of Delivery]
Page 2

3. Pursuant to the Act and other applicable law, the Agreement creates the valid pledge which it
purports to create of the Pledged Funds, rights, moneys, securities, credit facilities and funds held under the
Agreement, in the manner and to the extent provided in the Agreement, for the security of the 2017 Notes on a parity
with other Notes issued under the Agreement.

4. The 2017 Notes have been duly authorized, executed and delivered by the Commonwealth and are
valid and binding special obligations of the Commonwealth, enforceable in accordance with the terms thereof and
the terms of the Agreement and are entitled to the benefits of the Act, as provided under the Trust Agreement, and of
the Agreement. The 2017 Notes are not general obligations of the Commonwealth, and the full faith and credit of the
Commonwealth are not pledged to the payment thereof. The 2017 Notes are payable solely from the sources
provided therefor in the Agreement.

5. Interest on the 2017 Notes is excluded from gross income of the owners thereof for federal income
tax purposes pursuant to Section 103 of the Code, is not an item of tax preference under Section 57 of the Code for
purposes of computing alternative minimum tax, and is taken into account in the calculation of adjusted current
earnings for purposes of the alternative minimum tax imposed on corporations.

6. Interest on the 2017 Notes is excluded from the gross income of the owners of the 2017 Notes for
federal income tax purposes. In addition, interest on the 2017 Notes is not a specific preference item for purposes of
the federal individual or corporate alternative minimum taxes. However, such interest is included in adjusted
current earnings when calculating corporate alternative minimum taxable income. In rendering the opinions set
forth in this paragraph, we have assumed compliance by the Commonwealth with all requirements of the Internal
Revenue Code of 1986 that must be satisfied subsequent to the issuance of the 2017 Notes in order that interest
thereon be, and continue to be, excluded from gross income for federal income tax purposes. The Commonwealth
has covenanted to comply with all such requirements. Failure by the Commonwealth to comply with certain of such
requirements may cause interest on the 2017 Notes to become included in gross income for federal income tax
purposes retroactive to the date of issuance of the 2017 Notes. We express no opinion regarding any other federal
tax consequences arising with respect to the 2017 Notes.

7. Interest on the 2017 Notes and any profit made on the sale thereof are exempt from Massachusetts
personal income taxes, and the 2017 Notes are exempt from Massachusetts personal property taxes. We express no
opinion as to other Massachusetts tax consequences arising with respect to the 2017 Notes or as to the taxability of
the 2017 Notes or the income therefrom under the laws of any state other than Massachusetts.

This opinion is expressed as of the date hereof, and we neither assume nor undertake any obligation to update,
revise, supplement or restate this opinion to reflect any action taken or omitted, or any facts or circumstances or
changes in law or in the interpretation thereof, that may hereafter arise or occur, or for any other reason.

The rights of the holders of the 2017 Notes and the enforceability of the 2017 Notes may be subject to bankruptcy,
insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or hereafter
enacted to the extent constitutionally applicable, and their enforcement may also be subject to the exercise of
judicial discretion in appropriate cases.
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APPENDIX E

CONTINUING DISCLOSURE UNDERTAKING

Commonwealth of Massachusetts

Federal Highway Grant Anticipation Notes
(Accelerated Bridge Program)
2017 Series A

Continuing Disclosure Undertaking

On behalf of the Commonwealth, the Treasurer and Receiver-General of the Commonwealth hereby
undertakes for the benefit of the owners of the Federal Highway Grant Anticipation Notes (Accelerated Bridge
Program), 2017 Series A (the “2017 Notes”) to provide the Municipal Securities Rulemaking Board (the “MSRB”)
through its Electronic Municipal Market Access (“EMMA?”) system pursuant to the requirements of Rule 15¢2-12 of
the Securities and Exchange Commission (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 EMMA 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
operating data, in each case updated through the last day of such fiscal year unless otherwise noted, relating to the
following information contained in the Commonwealth’s Official Statement dated November 1, 2017 (the “Official
Statement”) relating to the 2017 Notes, and in each case substantially in the same level of detail as is found in the
referenced section of the Official Statement:

Actual CTF Pledged Funds and Net CTF Pledged NET CTF PLEDGED FUNDS
Funds as of end of prior Commonwealth Fiscal

Year

Aggregate annual fiscal year debt service DEBT SERVICE REQUIREMENTS

requirements for the Notes issued under the Trust
Agreement, beginning with the current
Commonwealth Fiscal Year.

Summary presentation of Obligation Authority COMMONWEALTH PARTICIPATION IN THE FEDERAL-
made available to the Commonwealth and the AID HIGHWAY PROGRAM — Funding History
amount of Obligation Authority actually obligated
by the Commonwealth on a ten-year comparative
basis, concluding with the prior Federal Fiscal

Year.

Summary presentation of apportionments received COMMONWEALTH PARTICIPATION IN THE FEDERAL-
by the Commonwealth on a six-year comparative AID HIGHWAY PROGRAM — Funding History

basis, concluding with the prior Federal Fiscal

Year.

Any or all of the items listed above may be included by reference to other documents, including official statements
pertaining to debt issued by the Commonwealth, which have been submitted to EMMA. 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 compliance with the 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 (ii) general purpose financial statements prepared in
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accordance with generally accepted accounting principles in effect from time to time. Such financial statements
shall be audited by a firm of certified public accountants appointed by the Commonwealth.

On behalf of the Commonwealth, the Treasurer and Receiver-General of the Commonwealth hereby further
undertakes for the benefit of the owners of the 2017 Notes to provide in a timely manner to EMMA notice of any of
the following events with respect to the 2017 Notes:

6] principal and interest payment delinquencies;

(i1) non-payment related defaults, if material;

(ii1) unscheduled draws on the debt service reserves reflecting financial difficulties;

(iv) unscheduled draws on the credit enhancements reflecting financial difficulties;

(v) substitution of the credit or liquidity providers or their failure to perform;

(vi) adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final

determination of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other
material notices or determinations with respect to the tax status of the 2017 Notes, or
other material events affecting the tax status of the 2017 Notes;

(vii) modifications to rights of Noteholders, if material;

(viii)  optional, contingent or unscheduled calls of 2017 Notes, if material;

(ix) defeasances;
(x) release, substitution or sale of property securing repayment of the 2017 Notes, if material;
(xi) rating changes;

(xii) tender offers;
(xiii) ~ bankruptcy, insolvency, receivership or similar event of the Commonwealth”;

(xiv)  the consummation of a merger, consolidation, or acquisition involving the
Commonwealth or the sale of all or substantially all of the assets of the Commonwealth,
other than in the ordinary course of business, the entry into a definitive agreement to
undertake such an action or the termination of a definitive agreement relating to any such
actions, other than pursuant to its terms, if material;

(xv) appointment of a successor or additional trustee or the change of name of a trustee, if
material;

Whenever the Commonwealth obtains knowledge of the occurrence of an event described in clauses (ii),
(vi), (vii), (viii), (x), (xiv) or (xv), the Commonwealth shall as soon as possible determine if such event is material
under applicable federal securities laws.

Upon the occurrence of an event described in clauses (i), (iii), (iv), (v), (ix), (xi), (xii) or (xiii), and in the
event the Commonwealth determines that the occurrence of an event described in clauses (ii), (vi), (vii), (viii), (X),
(xiv) or (xv) is material under applicable federal securities laws, the Commonwealth shall, in a timely manner not in
excess of ten (10) business days after the occurrence of the event, file a notice of such occurrence with the MSRB..

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

" As noted in the Rule, this event is considered to occur when any of the following occur: (i) the appointment of a receiver, fiscal agent or similar
officer for the Commonwealth in a proceeding under the U.S. Bankruptcy Code or in any proceeding under state or federal law in which a court
or governmental authority has assumed jurisdiction over substantially all of the assets or business of the Commonwealth, or if such jurisdiction
has been assumed by leaving the existing governing body and officials or officers in possession but subject to the supervision and orders of a
court or governmental authority, or (ii) the entry of an order confirming a plan of reorganization, arrangement or liquidation by a court or
governmental authority having supervision or jurisdiction over substantially all of the assets or business of the Commonwealth.
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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 2017 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 limited 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 undertakings shall terminate if no 2017 Notes remain outstanding (without regard to an economic
defeasance) 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 2017 Notes, (a) to
comply with 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 required or optional), (b) to add a
dissemination agent for the information 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 2017 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 manner consistent with the provisions of the Rule concerning continuing
disclosure; provided, however, that in the case of any amendment pursuant to clause (d) or (e), (i) the undertaking,
as amended, would have complied with the requirements of the Rule at the time of the offering of the 2017 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 2017 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 2017 Notes affected thereby at or prior to the time of such amendment.

E-3



[THIS PAGE INTENTIONALLY LEFT BLANK]



APPENDIX F

OFFICIAL NOTICE OF SALE

OFFICIAL NOTICE OF SALE
$142,640,000"

THE COMMONWEALTH OF MASSACHUSETTS
FEDERAL HIGHWAY GRANT ANTICIPATION NOTES
(ACCELERATED BRIDGE PROGRAM)

2017 SERIES A

October 24, 2017

NOTICE IS HEREBY GIVEN that electronic bids will be received by Deborah B. Goldberg, Treasurer
and Receiver-General of The Commonwealth of Massachusetts Federal Highway Grant Anticipation Notes
(Accelerated Bridge Program) 2017 Series A (the “2017 Notes™”), of The Commonwealth of Massachusetts (the
“Commonwealth”) to be sold in an aggregate principal amount of $142,640,000". Bids for the purchase of the 2017
Notes will be submitted via Parity. No other method of submitting bids will be accepted. The bids will be received
via Parity up to the time described below under the captions “Time” and “Procedures for Electronic Bidding.”

The 2017 Notes are special limited obligations of the Commonwealth payable from and secured solely by
a pledge of Pledged Funds, all rights to receive Pledged Funds, and all Funds and Accounts, other than the Project
Fund and Rebate Fund, held under the Trust Agreement dated as of December 1, 2010 (as supplemented, the
“Trust Agreement”) between the Commonwealth and U.S. Bank, National Association, as successor trustee (the
“Trustee”), as further supplemented by the Fifth Supplemental Trust Agreement between the Commonwealth and
the Trustee dated as of November 1, 2017. The Pledged Funds consist of reimbursements received or to be received
by the Commonwealth from the federal government pursuant to the Federal-Aid Highway Program, any other
monies from time to time deposited in the Federal Highway Grant Anticipation Note Trust Fund of the
Commonwealth and certain monies credited to the Commonwealth Transportation Fund, including receipts from
certain Motor Fuels Tax revenues, Registry Fees and certain other moneys, all as described in the Preliminary
Official Statement dated October 24, 2017 relating to the 2017 Notes. The 2017 Notes are not general obligations
of the Commonwealth and are not secured by the full faith and credit of the Commonwealth. The 2017
Notes are payable only from Pledged Funds and other moneys available to the owners of the 2017 Notes
under the Trust Agreement.

Time. Bids will be received by the Commonwealth via Parity at 10:00 a.m. (Boston time) on November 1,
2017 (subject to the provisions described below under the caption “Procedures for Electronic Bidding”) or at such
other date and/or other time as shall be established by the State Treasurer and communicated on Thomson Municipal
Market Monitor News (www.tm3.com) (“TM3”), as described herein under the caption “Change of Bid Date or
Time.” If no legal bid or bids are received for the 2017 Notes on November 1, 2017, an alternative date and time
may be designated by the State Treasurer and communicated on TM3.

Details of the 2017 Notes. The 2017 Notes will be dated and bear interest, calculated on the basis of 30-
day months and a 360-day year, from the date of delivery, at the rates per annum per maturity specified by the
successful bidder, payable semiannually on June 15 and December 15 in each year until maturity, beginning June
15,2018. The 2017 Notes shall mature on June 15 in the years and principal amounts shown below,:

* Preliminary, subject to change.
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Maturity Date Principal Amounts

2021 $9,675,000
2022 9,960,000
2023 10,255,000
2024 37,505,000
2025 24,240,000
2026 25,040,000
2027 25,965,000

The 2017 Notes will be issued only as serial bonds.

The 2017 Notes will be issued by means of a book-entry-only system evidencing ownership therein, in
principal amounts of $5,000 or integral multiples thereof, and transfer thereof on the records of The Depository
Trust Company (“DTC”) and its participants. The book-entry-only system is more fully described in the Preliminary
Official Statement.

Redemption.

Optional Redemption of 2017 Notes. Each maturity of the 2017 Notes will be subject to redemption on and
after the June 15 immediately preceding the applicable maturity date at the option of the Commonwealth from any
monies legally available therefor, in whole or in part at any time, by lot, at 100% of the principal amount thereof,
plus accrued interest to the redemption date.

Adjustments to Principal Amount.

Changes Prior to Bidding. The preliminary aggregate principal amount of the 2017 Notes and the
preliminary annual principal amounts as set forth in this Notice of Sale (the “Preliminary Aggregate Principal
Amount” and the “Preliminary Annual Principal Amounts,” respectively; collectively, the “Preliminary Amounts™)
may be revised before the receipt of electronic bids for the purchase of the 2017 Notes. Any such revisions (the
“Revised Aggregate Principal Amount” and the “Revised Annual Principal Amounts,” respectively; collectively, the
“Revised Amounts”) WILL BE ANNOUNCED ON TM3 NOT LATER THAN 8:30 A.M. (BOSTON TIME) ON
ANY ANNOUNCED DATE FOR RECEIPT OF BIDS. In the event that no such revisions are made, the
Preliminary Amount will constitute the Revised Amount. BIDDERS SHALL SUBMIT BIDS BASED ON THE
REVISED AMOUNTS.

Changes to the Winning Bid. After selecting the winning bid, the Commonwealth will determine the final
aggregate principal amount of the 2017 Notes and each final annual principal amount (the “Final Aggregate
Principal Amount” and the “Final Annual Principal Amounts,” respectively; collectively, the “Final Amounts”). In
determining the Final Amounts, the Commonwealth will not reduce or increase the Revised Aggregate Principal
Amount by more than 10% of such amount. THE SUCCESSFUL BIDDER MAY NOT WITHDRAW ITS BID OR
CHANGE THE INTEREST RATES BID OR THE INITIAL REOFFERING PRICES (AS HEREIN DEFINED) AS
A RESULT OF ANY CHANGES MADE TO THE REVISED AMOUNTS WITHIN THESE LIMITS.

The dollar amount bid by the successful bidder will be adjusted to reflect any adjustments in the
aggregate principal amount of the 2017 Notes. Such adjusted bid price will reflect changes in the dollar amount
of the underwriters discount and original issue discount/premium, if any, but will not change the selling
compensation per $1,000 of par amount of the 2017 Notes from the selling compensation that would have been
received based on the purchase price in the winning bid and the initial reoffering prices. The Final Amounts and
the adjusted bid price will be communicated to the successful bidder by 10:00 a.m. (Boston time) on the business
day following the sale.

Bidding Parameters. Bids must be for all of the 2017 Notes offered and must offer to pay a price of not
less than 100% of the aggregate principal amount of the 2017 Notes.
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Bids must provide for all the 2017 Notes to be issued as serial bonds only.
Bids must state a single fixed interest rate of 5.00% for each maturity of the 2017 Notes.
Bids may not include any conditions not otherwise expressly provided for herein.

Procedures for Electronic Bidding. A prospective electronic bidder must register electronically to bid for
the 2017 Notes via Parity pursuant to this Official Notice of Sale. By submitting its bid for the 2017 Notes, a
prospective bidder represents and warrants to the Commonwealth that such bidder’s bid for the purchase of the 2017
Notes is submitted for and on behalf of such prospective bidder by an officer or agent who is duly authorized to bind
the prospective bidder to a legal, valid and enforceable contract for the purchase of the 2017 Notes.

Each prospective electronic bidder shall be solely responsible to register to bid via Parity. Each qualified
prospective electronic bidder shall be solely responsible to make necessary arrangements to access Parity for the
purpose of submitting its bid in a timely manner and in compliance with the requirements of this Official Notice of
Sale. Neither the Commonwealth nor Parity shall have any duty or obligation to undertake such registration to bid
for any prospective bidder or to provide or assure such access to any qualified prospective bidder, and neither the
Commonwealth nor Parity shall be responsible for a bidder’s failure to register to bid or for proper operation of, or
have any liability for any delays or interruptions of, or any damages caused by Parity. The Commonwealth is using
Parity as a communication mechanism, and not as the Commonwealth’s agent, to conduct the electronic bidding
for the 2017 Notes. The Commonwealth is not bound by any advice and determination of Parity to the effect that
any particular bid complies with the terms of this Official Notice of Sale. All costs and expenses incurred by
prospective bidders in connection with their registration and submission of bids via Parity are the sole
responsibility of the bidders, and the Commonwealth is not responsible, directly or indirectly, for any such costs or
expenses. To the extent that any instructions or directions set forth in Parity conflict with this Official Notice of
Sale, the terms of this Official Notice of Sale shall control. If a prospective bidder encounters any difficulty in
registering to bid or submitting, modifying or withdrawing a bid for the 2017 Notes, such bidder should telephone
Parity’s new issues desk at (212) 849-5021.

Electronic bids must be submitted for the purchase of the 2017 Notes (all or none) via Parity by 10:00 a.m.
(Boston time) on November 1, 2017. Bids submitted after such time will not be deemed received via Parity for the
purposes of this bidding process. Bids will be communicated electronically to the Commonwealth at 10:00 a.m.
(Boston time), on November 1, 2017. Prior to that time, an eligible prospective bidder may (i) input the proposed
terms of its bid via Parity, (ii) modify the proposed terms of its bid, in which event the proposed terms as last
modified will (unless the bid is withdrawn as described herein) constitute its bid for the 2017 Notes, or (iii) withdraw
its proposed bid. Once the bids are communicated electronically via Parity to the Commonwealth, each bid will
constitute an irrevocable offer to purchase the 2017 Notes on the terms therein provided. For purposes of the
electronic bidding process, the time as maintained on Parity shall constitute the official time. For information
purposes only, bidders are requested to state in their bids the true interest cost to the Commonwealth, as described
under “Basis of Award” set forth below, represented by the rate or rates of interest and the bid price specified in their
respective bids.

Good Faith Deposit. Upon notification from the Commonwealth, the successful bidder shall wire transfer
to the State Treasurer an amount equal to $1,400,000 (the “Good Faith Deposit”), in immediately available funds, no
later than 1:00 p.m. (Boston time) on the bid date. The Commonwealth will provide wiring instructions for the Good
Faith Deposit to the successful bidder upon verification and award. In the event that the State Treasurer has not
received such funds by the time stated, the State Treasurer may revoke acceptance of the bid. No interest on the
Good Faith Deposit will accrue to the successful bidder. The Good Faith Deposit will be applied to the purchase
price of the 2017 Notes. If the successful bidder fails to honor its accepted bid, the Good Faith Deposit will be
retained by the Commonwealth.

Basis of Award. The 2017 Notes will be awarded to the bidder offering to purchase all of the 2017 Notes
at the lowest true interest cost (TIC) to the Commonwealth. The TIC (expressed as an annual interest rate) will be
determined as being twice that factor or discount rate, compounded semi-annually, which, when applied against
each semi-annual debt service payment (interest, or principal and interest, as due) for the 2017 Notes, will cause the
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sum of such discounted semi-annual payments to be equal to the total purchase price. The TIC shall be calculated
from the expected settlement date of the 2017 Notes, November 16, 2017.

The Commonwealth reserves the right to reject any or all proposals and to waive any irregularity or
informality with respect to any proposal. Any award by the State Treasurer to a successful bidder is subject to the
approval of the Governor.

Official Statement. The Preliminary Official Statement dated October 24, 2017 and the information
contained therein have been deemed final by the Commonwealth as of its date within the meaning of Rule 15¢2-12
of the Securities and Exchange Commission (“Rule 15¢2-12”) with permitted omissions, but are subject to change
without notice and to completion or amendment in the Official Statement in final form (the “Final Official
Statement”). The Preliminary Official Statement may be viewed and downloaded from the Commonwealth’s
website: www.massbondholder.com. In addition, the Preliminary Official Statement will be available via the
Electronic Municipal Market Access (EMMA) system established by the Municipal Securities Rulemaking Board at
WWww.emma.msrb.org.

The Commonwealth will make available to the successful bidder, within seven (7) business days of the date
of sale but no later than two (2) business days prior to the settlement, a reasonable number of copies of the Final
Official Statement for delivery (at the expense of the successful bidder or bidders) to each potential investor
requesting a copy of the Final Official Statement and to each person to whom such bidder and members of its
bidding group initially sell the 2017 Notes, provided that the successful bidder cooperates in providing the
information required to complete the Final Official Statement. The successful bidder shall comply with the
requirements of Rule 15¢2-12 and the rules of the Municipal Securities Rulemaking Board, including an obligation,
if any, to update the Final Official Statement.

Reoffering Price Certification. The successful bidder shall assist the Commonwealth in establishing the
issue price of the 2017 Notes and shall execute and deliver to the Commonwealth at Closing an “issue price” or similar
certificate setting forth the reasonably expected initial offering price to the public of the 2017 Notes, together with the
supporting pricing wires or equivalent communications, substantially in the form attached to the Preliminary Official
Statement as Appendix G, with such modifications as may be appropriate or necessary, in the reasonable judgment of
the successful bidder, the Commonwealth and Bond Counsel. All actions to be taken by the Commonwealth under this
Notice of Sale to establish the issue price of the 2017 Notes may be taken on behalf of the Commonwealth by the
Commonwealth’s municipal advisor identified herein and any notice or report to be provided to the Commonwealth
may be provided to the Commonwealth’s municipal advisor. The Commonwealth intends that the provisions of
Treasury Regulation Section 1.148-1(f)(3)(i) (defining “competitive sale” for purposes of establishing the issue price of
the 2017 Notes) will apply to the initial sale of the 2017 Notes (the “competitive sale requirements”) because (i) the
Commonwealth shall disseminate this Notice of Sale to potential underwriters in a manner that is reasonably designed
to reach potential underwriters; (ii) all bidders shall have an equal opportunity to bid; (iii) the Commonwealth may
receive bids from at least three underwriters of municipal bonds who have established industry reputations for
underwriting new issuances of municipal bonds; and (iv) the Commonwealth anticipates awarding the sale of the 2017
Notes to the bidder who submits a firm offer to purchase the 2017 Notes at the highest price (or lowest interest cost), as
set forth in this Notice of Sale. Any bid submitted pursuant to this Notice of Sale shall be considered a firm offer for the
purchase of the 2017 Notes, as specified in the bid.

In the event that the competitive sale requirements are not satisfied, the Commonwealth will reject all
bids and cancel the sale. Bidders should prepare their bids on the assumption that the issue price of the 2017
Notes will be the reasonably expected initial offering price to the public.

Continuing Disclosure. To assist bidders in complying with paragraph (b)(5) of Rule 15c¢2-12, the
Commonwealth will undertake in the 2017 Notes to provide annual reports and notices of certain events. A
description of this undertaking is set forth in Appendix E of the Preliminary Official Statement and will also be set
forth in the Final Official Statement.

Expenses. Each bid will be deemed to be an all-in bid. The successful bidder will be under no obligation to
pay the Commonwealth’s issuance costs. The Commonwealth will not pay the expenses of the successful bidder in
connection with the purchase of the 2017 Notes.
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Settlement. The 2017 Notes will be delivered on November 16, 2017 in New York, New York, at DTC
against payment of the purchase price therefor (less the amount of the Good Faith Deposit). The successful bidder
must make payment of the purchase price of the 2017 Notes by 10:00 a.m. (Boston time) on November 16, 2017 in
immediately available funds in Boston.

There will also be furnished the usual closing papers, including (a) a certificate signed by the Attorney
General of the Commonwealth stating that no litigation of any kind is now pending or, to the knowledge of the
Attorney General, threatened seeking to restrain or enjoin the issuance or delivery of the 2017 Notes or the levy or
collection of the Pledged Funds, or in any manner questioning the proceedings or authority under which the 2017
Notes are issued, or affecting the validity of the 2017 Notes, or contesting in any way the completeness, accuracy
or fairness of the Preliminary Official Statement or Final Official Statement or contesting the title to office of any
official signing the 2017 Notes or the Final Official Statement; and (b) a certificate signed by the State Treasurer
and the Secretary of Administration and Finance to the effect that, except for the initial offering prices or yields of
the 2017 Notes on the inside cover page of the Final Official Statement and any other information concerning the
reoffering of the 2017 Notes included therein at the request of the successful bidder and the information in the
Preliminary Official Statement and Final Official Statement under the heading “Book-Entry-Only System” and in
any Appendix other than Appendices A and B, to the best of their respective knowledge and belief, the Preliminary
Official Statement, as of the date of sale of the 2017 Notes, and the Final Official Statement, both as of the date of
sale and the date of settlement of the 2017 Notes, did not contain any untrue statement of a material fact and did
not omit to state a material fact necessary to make the statements made therein, in light of the circumstances under
which they were made, not misleading.

Legal Opinions. The approving opinion of Locke Lord LLP, Boston, Massachusetts, Bond Counsel, in
substantially the form set forth in the Preliminary Official Statement, will be furnished to the successful bidder. The
Preliminary Official Statement contains a discussion of the effect of the Internal Revenue Code of 1986, as
amended, on the exclusion from gross income of interest on the 2017 Notes and a discussion of Bond Counsel’s
opinion insofar as it concerns such exclusion. An opinion of Locke Lord LLP, Boston, Massachusetts, Bond
Counsel, will also be furnished to the successful bidder to the effect that (i) the information contained in the
Preliminary Official Statement and the Final Official Statement under the headings “Introduction,” “The 2017
Notes,” “Security and Sources of Payment for the Bonds” and in Appendices A, B and C insofar as such information
constitutes summaries of certain provisions of the 2017 Notes and applicable Massachusetts law, presents a fair
summary of such provisions and that the statements in the Preliminary Official Statement and the Final Official
Statement under the caption “Tax Exemption” and in the summary tax opinion contained on the cover of the
Preliminary Official Statement and the Final Official Statement, insofar as such statements purport to summarize
certain provisions of the Internal Revenue Code of 1986 or purport to summarize such counsel’s opinion regarding
the 2017 Notes, are correct in all material respects, and (ii) in the course of such counsel’s participation in the
preparation of the Preliminary Official Statement and the Final Official Statement, no facts came to such counsel’s
attention that have caused it to conclude that the Preliminary Official Statement, as of its date, or the Final Official
Statement, as of the date of sale or the date of settlement of the 2017 Notes (except for the financial and statistical
data included therein, the initial offering prices or yields of the 2017 Notes on the inside cover page of the Final
Official Statement, any other information concerning the reoffering of the 2017 Notes included therein at the request
of the successful bidder and the stabilization clause, if any, and the information in the Preliminary Official Statement
and the Final Official Statement under the headings “Book-Entry-Only System,” “Ratings” and “Competitive Sale
of Bonds” and in any other document specifically referenced therein, as to which no opinion need be expressed)
contained any untrue statement of a material fact or omitted to state a material fact necessary to make the statements
made therein, in light of the circumstances under which they were made, not misleading. An opinion of Locke Lord
LLP, Bond Counsel, will also be furnished to the successful bidder to the effect that (i) in the course of such counsel’s
participation in the preparation of the Preliminary Official Statement and the Final Official Statement, no facts came
to such counsel’s attention that have caused it to conclude that the Preliminary Official Statement, as of its date, or
the Final Official Statement, as of the date of sale or the date of settlement of the 2017 Notes contained or contains
any untrue statement of a material fact or omitted or omits to state a material fact necessary to make the statements
made therein, in light of the circumstances under which they were made, not misleading; and (ii) that the continuing
disclosure undertaking included in the form of the 2017 Notes (A) complies as to form in all material respects with
the requirements of Rule 15¢2-12 and (B) constitutes a valid and binding obligation of the Commonwealth.
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CUSIP Numbers. CUSIP numbers will be applied for by the successful bidder with respect to the 2017
Notes, and the Commonwealth will assume no obligation for the assignment or printing of such numbers on the
2017 Notes or for the correctness of such numbers. Neither failure to print such numbers on any 2017 Note nor any
error with respect thereto shall constitute cause for a failure or refusal by the successful bidder to accept delivery of
and make payment for the 2017 Notes. The CUSIP Service Bureau charge for the assignment of CUSIP numbers on
the 2017 Notes shall be the responsibility of and shall be paid for by the successful bidder.

Right to Modify or Amend Notice of Sale. The Commonwealth reserves the right to modify or amend this
Official Notice of Sale prior to the bid date. If any modifications occur, supplemental information with respect to the
2017 Notes will be communicated by posting on TM3 not later than 8:30 a.m. (Boston time) on any announced date
for receipt of bids, and bidders shall bid upon the 2017 Notes based upon the terms thereof set forth in this Official
Notice of Sale, as so modified by such supplemental information.

Change of Bid Date or Time. The Commonwealth reserves the right to change the date and/or time
established for the receipt of bids. Any such change will be announced by posting on TM3 no later than 8:30 a.m.
(Boston time) on the announced bid date. If any date and/or time fixed for the receipt of bids and the sale of the
2017 Notes is changed, an alternative sale date and time will be announced at least one business day prior to such
alternative sale date. On any such alternative sale date and time, any bidder may submit bids electronically as
described above for the purchase of the 2017 Notes in conformity in all respects with the provision of this Official
Notice of Sale, except for the date and/or time of sale and except for any changes announced by posting on TM3 at
the time the sale date and/or time are announced.

Minority/Women Business Enterprises. It is the policy of the Commonwealth that appropriate
consideration be given to firms who (a) are minority business enterprises and women’s business enterprises and (b)
have significant local ownership or presence. The State Treasurer requests and strongly urges bidders to make a
good-faith effort to meet this goal by including such firms in their management group or syndicate and/or in the
provision of legal services or other advisory services.

Additional Information. Further information concerning the Commonwealth and the 2017 Notes is
contained in the Preliminary Official Statement dated October 24, 2017, to which prospective bidders are directed,
and to which this Official Notice of Sale is attached. The Preliminary Official Statement is provided for
informational purposes only and is not a part of this Official Notice of Sale. Copies of the Preliminary Official
Statement and this Official Notice of Sale may be viewed and downloaded at the Commonwealth’s website:
www.mass.gov/treasury/debt. Additional information may be obtained from Susan E. Perez, Deputy Treasurer,
Office of the Treasurer and Receiver General (617) 367-3900, ext. (816).

THE COMMONWEALTH OF MASSACHUSETTS

/s/ Deborah B. Goldberg

Deborah B. Goldberg
Treasurer and Receiver-General
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APPENDIX G

FORM OF ISSUE PRICE CERTIFICATE

$[PRINCIPAL AMOUNT]

THE COMMONWEALTH OF MASSACHUSETTS
Federal Highway Grant Anticipation Notes
(Accelerated Bridge Program)

2017 Series A

The undersigned, on behalf of NAME OF SUCCESSFUL BIDDER] (the “Successful Bidder”), hereby
certifies as set forth below with respect to the sale of the above-captioned obligation (the “Notes”).

1. Reasonably Expected Initial Offering Price.

(a) As of the Sale Date, the reasonably expected initial offering prices of the Notes to the
Public by the Successful Bidder are the prices listed in Schedule A (the “Expected Offering Prices”). The
Expected Offering Prices are the prices for the Notes used by the Successful Bidder in formulating its bid
to purchase the Notes. Attached as Schedule B is a true and correct copy of the bid provided by the
Successful Bidder to purchase the Notes.

(b) The Successful Bidder was not given the opportunity to review other bids prior to
submitting its bid.

(c) The bid submitted by the Successful Bidder constituted a firm bid to purchase the Notes.
2. Defined Terms.

(a) Public means any person (including an individual, trust, estate, partnership, association,
company, or corporation) other than an Underwriter or a related party to an Underwriter. The term “related
party” for purposes of this Certificate generally means any two or more persons who have greater than 50
percent common ownership, directly or indirectly.

(b) Sale Date means the first day on which there is a binding contract in writing for the sale
or exchange the Notes. The Sale Date of the Notes is ,2017.
(©) Underwriter means (i) any person that agrees pursuant to a written contract with the

Commonwealth (or with the lead underwriter to form an underwriting syndicate) to participate in the initial
sale of the Notes to the Public, and (ii) any person that agrees pursuant to a written contract directly or
indirectly with a person described in clause (i) of this paragraph to participate in the initial sale of the Notes
to the Public (including a member of a selling group or a party to a retail distribution agreement
participating in the initial sale of the Notes to the Public).
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The undersigned understands that the foregoing information will be relied upon by the Commonwealth
with respect to certain of the representations set forth in the Tax Certificate and with respect to compliance with the
federal income tax rules affecting the Notes, and by Locke Lord LLP, as bond counsel, in connection with rendering
its opinion that the interest on the Notes is excluded from gross income for federal income tax purposes, the
preparation of the Internal Revenue Service Form 8038-G, and other federal income tax advice that it may give to
the Commonwealth from time to time relating to the Notes.

[NAME OF SUCCESSFUL BIDDER], as [Successful
Bidder]

By:
Name:
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APPENDIX H

TABLE OF REFUNDED NOTES

Series Maturity Date (6/15) Principal Amount Coupon

2013A 2024 $ 555,000 4.00%
2024 27,285,000 5.00
2025 1,060,000 4.00
2025 13,140,000 5.00
2026 740,000 4.00
2026 13,750,000 5.00
2027 1,325,000 4.00
2027 13,555,000 5.00

All Refunded Notes will be redeemed on June 15, 2022 at a redemption price of 100%, plus accrued
interest to the redemption date.
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