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MWRA- Deer Island Wastewater Treatment
Plant Improvements

Cover Photo

This project ensures that all of the structures and equipment installed at Deer Island
Treatment Plant remain in good working condition or are replaced when needed. Work
consists of: removal and replacement of Primary and Secondary Clarifier Sludge
Collection System; repair of concrete construction joints; repair of spalled and cracked
concrete inside primary clarifiers; and removal and replacement of secondary clarifier
head shafts. The State Revolving Fund program has provided over $50 million in funding
for this $81 million project over the last four years.
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Clean Water Project Spotlight

The Massachusetts State Revolving Fund (SRF) program continues to meet the goals established
in the annual Intended Use Plan (IUP). As outlined in the IUP, all SRF projects are subject to the
rigorous environmental review procedures of the Massachusetts Environmental Policy Act.

The Clean Water SRF program provides financing for a wide variety of projects for the
maintenance and upgrade of municipal wastewater systems and is critical to protecting the
Commonwealth’s environment, meeting the public health needs of its citizens and promoting
business development. The types of projects financed include the replacement of aged
infrastructure components, installation of advance water treatment technologies and the
reduction of the carbon footprint of treatment facilities by installing more energy efficient

equipment.

i

Fitchburg- Chemically Enhanced Primary
Treatment Upgrade

This $7.4 million project is the upgrade of the Easterly
Wastewater Treatment Facility (WWTF) to add
chemically enhanced primary treatment. The facility
discharges its treated effluent to the North Branch of
the Nashua River. The facility has exceeded its
allowable discharge limits under its NPDES permit,
particularly in the amount of phosphorous and
ammonia discharged. This will significantly improve
discharge permit compliance and will improve the
water quality of the Nashua River. As an
Environmental Justice community, Fitchburg will
receive an additional subsidy on this project in the
form of principal forgiveness.

Palmer- Sewer Separation Project

The project work eliminates the remaining six
Combined Sewer Overflows (CSOs) by constructing a
total of 23,000 feet of new sanitary sewer collection
systems within each of the drainage areas. The water
quality of adjacent and downstream river segments
will improve as a result of the project. This $5.8
million project is the final phase in a four phase
project developed by the 1999 Long Term CSO
Control Plan.

Mattapoisett- Water Pollution Control
Improvements

This project is an extension of the sewer system into
the Mattapoisett Neck area of town. The project will
serve over 200 existing homes that have septic system
concerns because of small lots and high groundwater.
Most of the lots also have drinking water wells. The
project includes an upgrade of the existing Eel Pond
pumping station and construction of a new pump
station at Mattapoisett Neck. The project will address
nitrogen concerns in the coastal waters. Financing of
$6.1 million was provided for this project.



Drinking Water Project Spotlight

The Massachusetts Drinking Water SRF program continues to meet the goals established in the
annual Intended Use Plan (IUP). As outlined in the IUP, all SRF projects are subject to the
rigorous environmental review procedures of the Massachusetts Environmental Policy Act.

Every citizen of the Commonwealth has the right to safe and clean drinking water. Drinking
water projects typically include construction or upgrades of municipal water treatment facilities,
replacement or rehabilitation of water mains and pump stations to address deficiencies in the
water supply distribution system and construction or rehabilitation of water storage tanks to
ensure a reliable water supply.

MWRA- Lower Hultman Aqueduct Rehabilitation
The rehabilitation of the Hultman Aqueduct will for the
first time provide redundancy to the water supply for the
Boston Metropolitan area. The Hultman Aqueduct was in
service from 1939 to 2003 and was taken off-line with the
opening of the Metro West Supply Tunnel. The work
includes the construction of interconnections between the
Metro West Supply Tunnel and the Hultman Aqueduct, as
well as rehabilitation of the aqueduct that includes
replacement or repair of air relief structures, blow-off
valves, culverts beneath the aqueduct, and replacement of
existing valves. When completed, the aqueduct and the
Metro West Tunnel can be used interchangeably. The Trust
has provided over $22 million in funding over the last five
years. The total project cost is $53 million.

Salisbury- Water Storage Tank Replacement

This project replaced the existing 300,000 gallon elevated
steel “Beach” Storage Tank with a new 200,000 gallon
composite elevated tank. Built in 1950, the last inspection
of the tank in 2003 revealed a long list of operational and
safety hazards, and recommended that the tank be replaced
or undergo extensive repairs. In addition to correcting the
previously noted list of deficiencies, the new tank will
provide better protection against organic contaminants. This
$2.9 million project was partially funded by the American
Recovery and Reinvestment Act (ARRA).

Mansfield- Water Treatment Plant and Well
Improvements
This $11.3 million project consists of the construction of a
greensand filtration plant to reduce iron and manganese
concentrations from the existing wells, construction of
150,000 gallon concrete storage tank for the removal of
viruses to comply with EPA groundwater rule, and upgrades
to the Walsh Wellfield Water Treatment Plant. All of these
improvements include energy efficiency upgrades.
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MESSAGE FROM THE CHAIRMAN

December 31, 2012

To the Stakeholders of the Massachusetts Water Pollution Abatement Trust:

| am pleased to submit to you the Comprehensive Annual Financial Report (CAFR) of the Massachusetts
Water Pollution Abatement Trust (the “Trust™) for the fiscal year ending June 30, 2012. The Trust plays an
important role assisting the Commonwealth’s cities and towns in protecting the environment and public
health, and | am proud to serve as its chair.

The Trust is a collaborative effort between the Office of the State Treasurer, the Executive Office for
Administration and Finance, and the Massachusetts Department of Environmental Protection. The Trust
provides subsidized financing of water infrastructure projects by leveraging federal Clean Water and
Drinking Water grants and state matching funds in the capital markets. We are committed to consistently
seeking the lowest cost of capital to minimize the interest expense to the Commonwealth and its cities and
towns. To date, the Trust has used nearly $1.96 billion in federal grants and state matching funds to fund
$5.68 billion in clean water and drinking water construction projects throughout the Commonwealth.

While we continue to see improvement in our economy, the need for cost savings at the local and statewide
level is as important as ever. The Trust continues to do its part, in 2012 providing approximately $284 million
in commitments for low interest rate loans to cities and towns all over the Commonwealth, estimated to have
created 1,700 jobs. In addition to these loans, the Trust distributed over $33 million in funding to ongoing
and new projects for additional subsidization—money not required to be repaid—for the purpose of creating
jobs, jump-starting our economy, and promoting Massachusetts’ “Green” infrastructure. This funding provides
vast benefit to the quality of the state’s waterways and the protection of public health through such projects as
combined sewer overflow removal, wastewater treatment plant upgrades, sewer system construction and
rehabilitation, septic system repairs, drinking water treatment facilities, treated water storage and water main
replacement and rehabilitation. The Trust is honored to serve as a national model and to stand out as the
Commonwealth’s only statewide municipal issuer to maintain a coveted AAA rating from all three major
ratings agencies.

I would like to thank the staff of the Trust and of MassDEP for a job well done. Without the combined
efforts of these organizations, the great things we are doing in the Commonwealth would not be possible.
Finally, I would like to thank the Governor and Legislature for their continued support of the State
Revolving Fund program in fiscal year 2012, providing $55.2 million to subsidize Clean Water borrowers
and $9.8 million to subsidize Drinking Water borrowers through the Commonwealth’s Contract Assistance
payments.

Sincerely,

p A

Steven Grossman

Chairman

Massachusetts Water Pollution Abatement Trust
WWW.mass.gov/mwpat



MASSACHUSETTS WATER POLLUTION
ABATEMENT TRUST

Steven Grossman, Chair

December 31, 2012

To the Board of Trustees of the Massachusetts Water Pollution Abatement Trust:

I am pleased to submit the Comprehensive Annual Financial Report (CAFR) of the Massachusetts Water
Pollution Abatement Trust (the “Trust”) for the fiscal year ended June 30, 2012. This year’s CAFR is presented
on a comparative basis with the fiscal year ended June 30, 2011, and is submitted under Article VII, Section 2 of
the by-laws of the Trust. This report has been prepared in conformity with generally accepted accounting
principals (“GAAP”), thereby satisfying applicable federal and state laws, program regulations, and other Trust
agreements.

This data presented is accurate in all material aspects and is reported in a manner that presents fairly the financial
position and results of operations of the Trust. All disclosures necessary to enable the reader to gain an
understanding of the Trust’s activities have been included. The information contained within this report is the
responsibility of management.

The CAFR is presented in three sections: Introductory, Financial and Statistical. This Introductory Section
contains an overview of current initiatives and summary financial data. The Financial Section contains a
Management’s Discussion and Analysis (MD&A) section and the Basic Financial Statements. GAAP requires
that management provide a narrative overview and analysis to accompany the basic financial statements in the
form of MD&A.. The Trust’s MD&A can be found immediately following the independent auditors’ report. The
Statistical Section, which is unaudited, contains selected financial and demographic information.

Reporting Entity

The Trust is reported as a component unit in the Commonwealth’s Combined Annual Financial Report. Pursuant
to its enabling statute, the Trust also submits its independently audited financial statements to the
Commonwealth’s Senate and House of Representatives, the Office of the Comptroller, and other interested
parties. Also, as an entity receiving federal funding, the Trust is required to undergo an annual single audit to
conform with the requirements of the Single Audit Act of 1984, as amended, and the US Office of Management
and Budget’s Circular A-133, Audits of State and Local Governments.

The Trust is governed by a three-member board of trustees chaired by State Treasurer and Receiver General,
Steven Grossman. The Secretary of Administration and Finance, Jay Gonzalez, and Commissioner of the
Department of Environmental Protection, Kenneth Kimmell, serve as members of the Board. The Trust operates
under the direction of the Executive Director, Susan Perez, and is administered by employees of the State
Treasurer. A list of Trust management and an organization chart for the Trust follow this transmittal letter.



Profile of the Massachusetts Water Pollution Abatement Trust

The Massachusetts Water Pollution Abatement Trust is a public instrumentality of the Commonwealth of
Massachusetts. It was established in 1989 to administer the Massachusetts Water Pollution Abatement
Revolving Fund, pursuant to Title VI of the Federal Clean Water Act. Its enabling statute, Chapter 29C
of the Massachusetts General Laws, was amended in 1998 to provide that the Trust would also
administer the provisions of Title XIV of the Federal Safe Drinking Water Act establishing the Drinking
Water State Revolving Fund. We estimate that 97% of the population of the Commonwealth is served
by one of approximately 300 entities that have borrowed funds through the Trust.

The Trust administers loan programs that provide funding to cities, towns, other governmental units and
certain eligible private entities to finance improvements to drinking water and wastewater infrastructure.
To qualify for a loan, the project must be approved by the Department of Environmental Protection
(DEP).

State Revolving Fund (SRF) Loans Provided
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Information Useful in Assessing the Economic Condition of the Massachusetts Water Pollution Abatement
Trust

The Financial Section of this report provides information on the economic condition of the Trust. Please see
Management’s Discussion and Analysis in the Financial Section for a presentation of the Trust’s financial
condition. To assess the Trust’s financial condition, it is essential to understand the Trust’s loan programs.

Loan Programs of the Trust

The Trust administers three loan programs: the Clean Water State Revolving Fund, which primarily finances
wastewater infrastructure projects, the Drinking Water State Revolving Fund, which primarily finances drinking
water infrastructure projects, and the Community Septic Management Program, which finances improvements to
private homeowner septic systems. The Trust lends to cities, towns, other governmental units such as water and
sewer authorities, and private water system operators. To fund its operations, the Trust charges an administrative
fee of 0.15% of principal outstanding per year on Clean Water and Drinking Water loans.

Summary of Loan Programs

Maximum Term 2012
Loan Program (years) Interest Rate Administrative Fee
Clean Water Standard 20 2% 0.15%
Clean Water Extended Term 30 2.37% 0.15%
Drinking Water 20 2% 0.15%
Community Septic (Title V) 20 0% 0%
Interim Loan - Clean Water or 0.1% of loan
Drinking Water 1 Y2 market* ($500 min, $1,000 max)

*For fiscal year 2012, the interim loan rate averaged 0.13%.

Currently, the standard loan offer is for a term of 20 years at a subsidized loan rate of 2%. Historically, interest
earnings on debt service reserve funds and appropriated contract assistance from the Commonwealth have
provided the loan rate subsidy. As of June 30, 2012, the Trust has funded more than 1,600 projects totaling $5.68
billion for approximately 300 borrowers across the Commonwealth. These projects range in scope from
secondary wastewater treatment and drinking water treatment plants to individual septic systems.

Structure of Trust’s Bond Issuance Program

To fund its loan programs, the Trust issues bonds,
guaranteed by debt service reserve funds that are funded by

Commonwealth

federal and state grants. The Trust’s lending and bond el _
issuance programs are structured in such a way as to ensure s
adequate cash flows to fund its loans and to repay its bonds &
to maturity. The Trust’s bonds are secured by a
combination of pledged sources which include loan
repayments, Commonwealth contract assistance and interest
earnings on debt service reserve funds.

H H H Loan Repayments
Since loan repayments are the primary source of security for 76%

the debt service payments, the credit quality of the loan pool
is important. The Trust’s loan portfolio provides a stable
source of repayment for its bonds. A majority of the loans
are secured by a general obligation pledge of the borrowers,
with others secured by revenue obligations payable from



water and wastewater revenues of the related borrowers. The Trust has a large, diverse pool of borrowers
with sound credit quality. Based on the loan principal outstanding, 97% of the program borrowers are
rated “A3/A-* or better and 65% are rated “Aa3/AA-* or better.

As a result of the diversity of its loan portfolio, the size of its debt service reserve funds, and its support
from the state, the Trust’s bonds are rated AAA/Aaa/AAA by Fitch, Moody’s Investors Service, and
Standard and Poor’s, respectively.

Federal Capitalization Grants and State Matching Funds

In order to provide security to its bonds, the Trust pledges federal and state capitalization grant funds.

As can be seen in the chart, the Trust has received significant federal and Commonwealth support. The
Trust has received total combined support of $1.96 billion to date which has provided funding for $5.68
billion in clean water and drinking water construction projects.

Federal Capitalization Grant and State Matching Funds
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The Trust’s recent federal capitalization grant awards have included requirements to provide defined levels of
subsidization (i.e., money not required to be repaid). The table below provides the details of subsidization
provided to date by grant.

Subsidization Provided Clean Drinking

Dollars in Millions Water Water Total

2009 ARRA Grant $127.7 $50.1 $177.8

2010 Grant 10.4 7.6 18.0

2011 Grant 4.6 5.2 9.8

2012 Grant 2.7 3.3 6.0
Total Subsidization $145.4 $66.2 $211.6

While the purpose of the required subsidization is to create jobs, jumpstart the economy and promote a “green”
infrastructure, it also reduces the revolving nature of the program’s funds which in turn reduces future lending
capacity.

It is the policy of the Trust to allow DEP to approve projects only to the Trust’s lending capacity. If federal
funding declines, the Trust’s ability to maintain or increase its Clean Water State Revolving Fund lending
activities will be limited without additional state support or increased contribution from the borrowers. While
this does not affect the financial health of the Trust, it will affect the programs administered by the Trust.

Additionally, because DEP’s program administration is funded in part through a 4% administrative charge on
federal grants, a reduction in federal grants would result in decreased funding for DEP. For the Trust’s programs
to continue, funding would need to be provided to DEP either by the Commonwealth or additional funding from
the Trust’s administrative fees. A return to the lower 2008 federal grant levels would put significant pressure on
the Commonwealth’s SRF programs.

Long Term Financial Planning

Relative to its long-term financial position, one of the most important issues facing the Trust is the status of
future federal support for the Clean Water and Drinking Water State Revolving Funds. The Trust’s financial
capacity is adequate to fund those projects currently approved by DEP, however, future growth in capacity of the
Trust is dependent on federal appropriations to the State Revolving Fund programs, shown on the Trust’s
Financial Statements, footnote (4), as “Capitalization Grants.”

Economic Factors Affecting the Trust

As a result of the Trust’s highly-structured approach to lending and bonding, the finances of the Trust have not
been dramatically affected by recent national economic stress. Although there are many current credit pressures
affecting our borrowers, municipalities in the Commonwealth, the project loans financed and related loan
repayments they pledge are oriented to water supply and wastewater treatment which are primarily supported by
water and sewer enterprise systems and their own user-fee or rate-based revenue. As such, they are somewhat
removed from the general fiscal and expenditure pressures that can face a municipal government. Furthermore,
the Trust benefits from a sizeable and diversified pool of borrowers which makes it less affected by significant
deterioration of any single borrower.



Demand for Trust loans is dependent on the Commonwealth’s need for drinking water and wastewater
infrastructure which remains strong. For 2012, the DEP received applications for $803,845,600 in Clean
Water projects and approved $277,161,600. DEP also received applications for $752,579,215 of Drinking
Water projects and approved $102,031,700. Demand for the Trust’s lending programs is expected to
remain strong as communities work to meet tightening environmental standards and maintain an aging
infrastructure. The current record low interest rate environment has greatly reduced the value of the
subsidization resulting from the below market rate being provided to the Trust’s borrowers. However, the
Trust expects to continue to award additional subsidization in the form of principal forgiveness to its
eligible borrowers.

DSBE Immsineit ek o While economic factors have not affected the Trust’s

current financial position, macroeconomic stresses pose
risks to the Trust’s long-term investment portfolio.
Over the past few years, a number of institutions

providing guaranteed investment contracts (GICs) to
u.s. the Trust have experienced downgrades by various

T Y rating agencies. These actions did not result in a
42% downgrade to the Trust as the Trust has multiple

providers which reduce concentration risk and contract
provisions for collateralization upon credit downgrades.
At this time, these factors have had no real effect on the
Trust, as the overall credit quality of the Trust’s
investment portfolio remains strong as shown in the
table.

Note: Based on the highest rating. Data as of 11/30/12

The Trust has been actively managing its GIC portfolio and will continue to take steps to mitigate risks as
necessary while preserving the overall cash flows of the program. The Trust has employed a number of
mitigation strategies during fiscal year 2012 such as terminating GICs at market value and using the cash
to redeem bonds and terminating GICs and receiving portfolios comprised of U.S. agencies securities that
replace the cash flows of the original GIC. Additionally, the Trust shifted its program model from a
reserve model structure to a hybrid model structure which uses the federal grant and state matching funds
that would have been pledged as reserved to originate loans that are pledged to the bonds, as well as
utilization of the reserve model as needed.



Major Initiatives

The Trust continues to be a national leader among State Revolving Fund administrators. The following is
a three-year ranking of program indicator data compiled by EPA. This data reveals that our State
Revolving Fund programs have consistently ranked among the top programs in the nation in several key
performance indicators.

Clean Water State Revolving Fund Performance Indicators*, Ranked by State
for Fiscal Years 2010-2012

2010 2011 2012
Total Loan Assistance Provided (Millions of dollars)
1 New York $11,342 1 New York $11,854 1 New York $12,237
2 California 5,380 2 Texas 5,640 2 California 6,283
3 Texas 5,291 3 California 5,633 3 Texas 5,934
4 Massachusetts 4,861 4 Ohio 5,388 4 Ohio 5,897
5 Ohio 4,847 5 Massachusetts 5,005 5 Massachusetts 5,189
National average: 1,648 | National average: 1,755 | National average: 1,871
Assistance Provided as a Percent of Federal Capitalization Grants
1 Arizona 646% 1 Arizona 638% 1 Rhode Island 620%
2 Rhode Island 454% 2 Rhode Island 534% 2 Arizona 612%
3 Massachusetts  437% 3 Minnesota 426% 3 Minnesota 431%
4 Minnesota 427% 4 Massachusetts  423% 4 Massachusetts  421%
5 Connecticut 372% 5 Connecticut 397% 5 Connecticut 393%
National average: 268%| National average: 267%| National average: 273%
SRF Project Disbursements (Millions of dollars)
1 New York $10,305 1 New York $11,091 1 New York $11,478
2 Texas 5,259 2 Texas 5,551 2 Texas 5,880
3 California 4,445 3 California 4,841 3 California 5,203
4 Massachusetts 3,988 4 Massachusetts 4,249 4 Massachusetts 4,512
5 Ohio 3,706 5 Ohio 4,040 5 Ohio 4,423
National average: 1,387 | National average: 1,515 | National average: 1,618
Total Loan Assistance Provided for Combined Sewer Owerflow Projects (Millions of dollars)
1 Michigan $ 1,833 1 Michigan $ 1,799 1 Michigan $ 1,823
2 New York 1,202 2 New York 1,217 2 New York 1,300
3 Massachusetts 1,075 3 Massachusetts 1,092 3 Ohio 1,134
4 lllinois 732 4 Ohio 855 4 Massachusetts 1,126
5 Ohio 504 5 lllinois 739 5 lllinois 784
National average: 162 | National average: 172 | National average: 189
Total Loan Assistance Provided for Secondary Treatment Projects (Millions of dollars)
1 New York $ 6,437 1 New York $ 6,736 1 New York $ 6,869
2 California 2,940 2 California 2,946 2 California 3131
3 Massachusetts 1,809 3 Massachusetts 1,819 3 Massachusetts 1,882
4 Ohio 1,746 4 Ohio 1,750 4 Ohio 1,809
5 Texas 1,348 5 New Jersey 1,463 5 lllinois 1,548
National average: 627 | National average: 636 | National average: 668
Total Loan Assistance Provided for New Collector System Projects (Millions of dollars)
1 Massachusetts $ 832 1 Massachusetts $ 836 1 Massachusetts $ 854
2 Pennsylvania 651 2 Pennsylvania 653 2 Florida 674
3 Florida 611 3 Florida 608 3 Pennsylvania 658
4 Arizona 383 4 New York 391 4 New York 413
5 New York 360 5 Arizona 378 5 Arizona 377
National average: 128 | National average: 125 | National average: 129
Total Loan Assistance Provided for Storm Sewer Projects (Millions of dollars)
1 New Jersey $ 165 1 New Jersey $ 161 1 New Jersey $ 182
2 Florida 147 2 Florida 136 2 Florida 147
3 Massachusetts 106 3 Massachusetts 121 3 Massachusetts 124
4 California 93 4 South Dakota 64 4 South Dakota 67
5 South Dakota 60 5 California 38 5 California 38
National average: 14 | National average: 13 [ National average: 14

Source: Environmental Protection Agency, National Information Management System
* All amounts in table are cumulative fromJuly 1, 1987.
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Independent Audit

The Trust’s independent auditors, KPMG LLP, have performed an independent audit of the Trust for the
fiscal year ended June 30, 2012. The independent auditors’ report is located at the front of the Financial
Section of this report.

The Trust prepares these financial statements and is responsible for the completeness and reliability of the
information presented herein. To provide a reasonable basis for making these representations, the Trust has
established an internal control framework that is designed to protect the Trust’s assets from loss, theft or
misuse and to compile sufficiently reliable information for the preparation of the Trust’s financial
statements in conformity with GAAP. The Trust’s framework of internal controls has been designed to
provide reasonable, rather than absolute, assurance that the financial statements will be free from material
misstatements.

Awards and Acknowledgments

The Government Finance Officers Association (GFOA) awarded the Certificate of Achievement for
Excellence in Financial Reporting to the Trust for its comprehensive annual financial report (CAFR) for
the fiscal year ended June 30, 2011. The award is the Trust’s sixteenth consecutive citation. In order to be
awarded a Certificate of Achievement, the Trust must publish an easily readable and efficiently organized
CAFR that satisfies both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR
continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to the
GFOA to determine its eligibility for another citation.

The Massachusetts Water Pollution Abatement Trust is a collaborative effort of the Massachusetts State
Treasury, the Department of Environmental Protection, the Executive Office for Administration and
Finance, and the U. S. Environmental Protection Agency. Without the hard work and strong support of the
people in each of these agencies, the work of the Trust could not be accomplished. To them, we extend
our deepest gratitude.

The preparation of this report would not have been possible without the hard work of the entire staff of the
Massachusetts Water Pollution Abatement Trust. We must also acknowledge the Chairman and the Board
of Trustees for the confidence they have put in us, the Governor and the Legislature, and the people of the
Commonwealth of Massachusetts for their continued support.

Respectfully submitted,

Nt & Dy Suon & B

Michael C. Murphy Susan E. Perez
Controller Executive Director
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BOARD OF TRUSTEES

Mr. Steven Grossman Treasurer and Receiver General of the Commonwealth
of Massachusetts

Mr. Jay Gonzalez Secretary of the Executive Office for Administration
and Finance of the Commonwealth of Massachusetts

Mr. Kenneth Kimmell Commissioner of the Department of Environmental
Protection of the Commonwealth of Massachusetts

SENIOR MANAGEMENT

Ms. Susan E. Perez Executive Director of the Massachusetts Water Pollution
Abatement Trust

Mr. W. Drew Smith Treasurer of the Massachusetts Water Pollution
Abatement Trust
Mr. Michael C. Murphy Controller of the Massachusetts Water Pollution

Abatement Trust

Mr. Scott Jordan Assistant Secretary for Capital Finance and
Intergovernmental Affairs of the Executive Office for
Administration and Finance of the Commonwealth of
Massachusetts

Mr. Steven J. McCurdy Director of Municipal Services for the Department of

Environmental Protection of the Commonwealth of
Massachusetts

11



Certificate of
Achievement
for Excellence
in Financial
Reporting
Presented to

Massachusetts Water Pollution

Abatement Trust

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2011

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
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M KPMG LLP

Two Financial Center
60 South Street
Boston, MA 02111

Independent Auditors’ Report

The Board of Trustees
Massachusetts Water Pollution Abatement Trust:

We have audited the accompanying basic financial statements of the Massachusetts Water Pollution
Abatement Trust (the Trust), a component unit of the Commonwealth of Massachusetts, as of and for the
years ended June 30, 2012 and 2011, as listed in the table of contents. These financial statements are the
responsibility of the Trust’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Trust’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Massachusetts Water Pollution Abatement Trust as of June 30, 2012 and 2011, and
the changes in its financial position and its cash flows for the years then ended in conformity with
U.S. generally accepted accounting principles.

U.S. generally accepted accounting principles require that the Management’s Discussion and Analysis on
pages 3-10 be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.
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In accordance with Government Auditing Standards, we have also issued our report, dated October 26,
2012, on our consideration of the Trust’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audits.

KPMe LIP

October 26, 2012



MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Management’s Discussion and Analysis — Required Supplementary Information
June 30, 2012 and 2011

Introduction

The Massachusetts Water Pollution Abatement Trust (the Trust) is a public instrumentality of the
Commonwealth of Massachusetts (the Commonwealth). It was established in 1989 to administer the
Massachusetts Water Pollution Abatement Revolving Fund pursuant to Title VI of the Federal Clean Water Act.
Its enabling statute, Chapter 29C of the Massachusetts General Laws, was amended in 1998 to provide that the
Trust would also administer the provisions of Title X1V of the Federal Safe Drinking Water Act establishing the
Drinking Water State Revolving Fund.

The Trust’s Clean Water State Revolving Fund (SRF) and the Drinking Water State Revolving Fund programs
were established to accept federal grants and required Commonwealth matching funds in an amount equal to
approximately 20% of the federal grants. The Trust applies for such grants and state matching funds and other
monies available to the Trust to reduce financing costs for its borrowers by establishing reserve funds to secure
the Trust’s bonds issued to fund such projects, and by applying investment earnings on such reserve funds to pay
a portion of the debt service on the related bonds, thereby reducing the borrowers’ loan repayment obligations.

Subsidized financing has been an important incentive for many communities to undertake water and sewer
infrastructure improvement projects. Since the enactment of Chapter 95 of the Acts of 1995 of the
Commonwealth, the Trust has been the Commonwealth’s primary program to finance such improvements. The
Trust provides funding to communities through low-interest loan programs. The rate for Trust loans is set by
statute at 2%, although projects approved prior to 2002 may qualify for a lower rate.

The Clean Water SRF provides low cost financing to eligible borrowers for projects that reduce, eliminate, or
prevent water pollution. Examples of Clean Water SRF projects include construction of new wastewater
treatment facilities, upgrades to existing facilities, infiltration/inflow correction, wastewater collection systems,
and nonpoint source pollution abatement projects such as landfill capping, community programs for upgrading
septic systems (Title 5), brownfield remediation, pollution prevention, and stormwater remediation.

The Drinking Water SRF provides low cost financing to publicly and privately owned community water system
projects that provide safe, affordable drinking water. Examples of Drinking Water SRF projects include new and
upgraded drinking water treatment facilities; projects to replace contaminated sources, new water treatment, or
storage facilities; consolidation or restructuring of water systems; projects and system activities that provide
treatment, or effective alternatives to treatment for compliance with regulated health standards such as the
Surface Water Treatment Rule; and installation or replacement of transmission or distribution systems.

The Clean Water and Drinking Water SRF programs are administered by the Trust in partnership with the
Massachusetts Department of Environmental Protection (DEP). DEP manages project development and approval
while the Trust manages the flow of funds to the communities. As the loans are repaid, the funds “revolve” and
become available for new projects.

The Trust issues revenue bonds (SRF Bonds) in order to fund communities’ construction projects under the
Clean Water and Drinking Water programs. The SRF Bonds are secured by either reserve funds or loans to
borrowers that are pledged as a source of payment and security both of which are funded by the SRF program
funds, or a combination thereof. The SRF Bonds are payable from borrower loan repayments, reserve fund
earnings and payments made by the Commonwealth to the Trust on behalf of the borrowers.
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Management’s Discussion and Analysis — Required Supplementary Information
June 30, 2012 and 2011

Financial Highlights — Fiscal Year 2012

At the close of fiscal year 2012, assets exceed liabilities by $2.0 billion compared to $1.9 billion for fiscal
year 2011. Included in this number are total loans receivable, which increased to $3.9 billion from
$3.8 billion, total debt (bonds payable), which decreased to $3.6 billion from $3.7 billion offset by a
decrease in investments (primarily reserve fund investments) to $1.3 billion from $1.5 billion.

Total assets and deferred outflow of resources remained consistent with last year at $5.8 billion.

On June 13, 2012, the Trust issued Series 16 bonds in the amount of $240,585,000 consisting of
$80,185,000 State Revolving Fund Bonds, Subseries 16A and $160,400,000 State Revolving Fund Bonds,
Subseries B. These monies were used to finance water pollution abatement and drinking water projects in
58 communities. Concurrently with the issuance of the Series 16 bonds, the Trust financed $121.2 million
of Series 16 Direct Loans. The interest payments on the Series 16 Direct Loans will be used to pay a
portion of the debt service due on the Series 16 bonds.

The Trust issued $130,835,000 State Revolving Fund Refunding Bonds (at a true interest cost of 2.61%) to
refund $261.8 million of the Trust’s bonds. The Trust used bond proceeds from the refunding bonds in
addition to $120.6 million of proceeds received from terminating certain guaranteed investment contracts
(GICs) with Trinity, for a savings of $21.6 million, resulting in an economic gain (net present value) of
$17.3 million.

For FY 2012, the Trust recorded operating income of $24.6 million as compared to an operating loss of
$65.6 million in FY 2011. The $90.2 million increase in the Trust’s operating income in FY 2012 was
primarily attributed to the $57.7 million in gains realized on the terminations of certain GICs combined
with a $37.3 million decrease in principal forgiveness, from $71.0 million in FY2011 to $33.7 million in
FY 2012. The principal forgiveness is primarily associated with the disbursement of ARRA capitalization
grant funds received in 2010. These ARRA grants required that no less than 50% of the funds be provided
as additional subsidization in the form of principal forgiveness, grants or negative interest loans. The Trust
committed all of its ARRA project funds to additional subsidization in the form of principal forgiveness.

The statement of cash flows indicates an increase in cash for the year of $108.5 million.

In FY 2012, the Trust continued to receive Capitalization Grants from the Environmental Protection
Agency (EPA) for both the Clean Water and Drinking Water programs. The Trust received $50.1 million
from the Clean Water Program and received $17.3 million in the Drinking Water Program. The
Commonwealth provided a match of $13.5 million for these federally funded programs. The continued
capitalization of the Trust, combined with the Trust’s access to the bond market, has allowed the Trust to
provide funding to all qualified borrowers.

The Trust maintains the highest ratings of “Aaa,” “AAA,” and “AAA” from Moody’s S&P, and Fitch
rating agencies, respectively, on its recently issued bonds, allowing the Trust to continue to provide low
cost funding to communities in the Commonwealth.
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Management’s Discussion and Analysis — Required Supplementary Information
June 30, 2012 and 2011

Financial Highlights — Fiscal Year 2011

. At the close of fiscal year 2011, assets exceed liabilities by $1.9 billion consistent with fiscal year 2010.
Included in this number are long-term loans receivable, which increased to $3.4 billion from $3.1 billion,
long-term investments (primarily reserve fund investments), which increased to $1.5 billion from
$1.4 billion, offsetting long-term debt, which increased to $3.5 billion from $3.2 billion.

o Total assets and deferred outflow of resources increased $373.7 million from last year to $5.8 billion, an
increase of 6.9%.

o In July 2010 the Trust issued Series 15 bonds in the amount of $444.5 million consisting of $191.9 million
State Revolving Fund Bonds, Subseries 15A and $252.6 million State Revolving Fund Bonds,
Subseries 15B. These monies were used to finance water pollution abatement and drinking water projects
in 85 communities. The Subseries 15B bonds are federally taxable as they are part of the Build America
Bonds (BABs) program that is part of the American Recovery and Reinvestment Act of 2009 (ARRA). As
part of the program, the Trust will receive a cash subsidy of 35% for interest from the federal government
instead of tax credits accruing to purchasers of the bonds.

. The Trust refunded $46.2 million of New Bedford 1998A revenue bonds by issuing its 2010A Refunding
Bonds in July 2010.

. For FY 2011, the Trust recorded an operating loss of $65.6 million as compared to an operating loss of
$102.5 million in FY 2010. The primary reason for the operating losses in each year was the establishment
of reserves for anticipated future principal forgiveness associated with the disbursement of ARRA funds,
in the amounts of $71.0 million and $89.6 million, respectively. In fiscal year 2009, the Trust received
ARRA capitalization grants of $133.1 million and $52.2 million for the Clean Water and Drinking Water
SRF programs, respectively. These ARRA grants required that no less than 50% of the funds be provided
as additional subsidization in the form of principal forgiveness, grants or negative interest loans. The Trust
committed all of its ARRA project funds to additional subsidization in the form of principal forgiveness.

. The statement of cash flows indicates an increase in cash for the year of $43.8 million.

. In FY 2011, the Trust continued to receive Capitalization Grants from the Environmental Protection
Agency (EPA) for both the Clean Water and Drinking Water programs. The Trust received $69.2 million
from the Clean Water Program and received $25.3 million in the Drinking Water Program. The
Commonwealth provided a match of $18.9 million for these federally funded programs. The continued
capitalization of the Trust, combined with the Trust’s access to the bond market, has allowed the Trust to
provide funding to all qualified borrowers.

Overview of Financial Statements

The financial section of this report consists of the following parts: management’s discussion and analysis (this
section), the basic financial statements, and the notes to the financial statements.

The Trust’s financial statements are prepared in conformity with U.S. generally accepted accounting principles as
applied to government enterprise funds. Under this method of accounting, an economic resources measurement
focus and an accrual basis of accounting are used. Revenue is recorded when earned, and expenses are recorded
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Management’s Discussion and Analysis — Required Supplementary Information
June 30, 2012 and 2011

when incurred. The basic financial statements include statements of net assets, statements of revenues, expenses,
and changes in net assets, and statements of cash flows. This report also includes notes accompanying the
financial statements to fully explain the activities reported in them.

The statements of net assets present information on the assets and liabilities of the Trust. The difference between
the two is net assets. Over time, increases and decreases in net assets may be an indicator of the strength or
deterioration of the financial health of the Trust.

The statements of revenues, expenses, and changes in net assets report the operating revenues and expenses and
the nonoperating revenues and expenses of the Trust for the fiscal year. The difference — increase or decrease in
net assets — then determines the net change in assets for the fiscal year. This change in net assets added to last
year’s net assets will reconcile to the total net assets for this fiscal year.

The statements of cash flows report activity of cash and cash equivalents during the fiscal year resulting from
operating activities, noncapital financing activities, and investing activities. The net result of these activities is
reconciled to the cash and cash equivalent balances reported at the end of the fiscal year. These statements are
prepared using the direct method of presentation, which allows the reader to easily discern the amount of cash
received from grantors, borrowers, and financial institutions, and how much cash was disbursed to borrowers,
suppliers, and bondholders.
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Management’s Discussion and Analysis — Required Supplementary Information
June 30, 2012 and 2011

Condensed Financial Information and Financial Analysis
Massachusetts Water Pollution Abatement Trust’s Net Assets
(In thousands)

Percentage change

2012 2011 2010 2012 — 2011 2011 —2010
Current assets 732,229 740,656 800,269 (1.1)% (7.9)%
Loans receivable, long term 3,674,409 3,449,256 3,148,462 6.5 9.6
Investments, long-term 1,336,254 1,504,028 1,429,286 (11.2) 5.2
Project fund investments 92,441 56,721 — 63.0 100.0
Deferred outflow of resources from
derivative instruments 2,067 — 1,259 100.0 (100.0)
Other 9,766 9,309 7,008 4.9 32.8
Total assets and deferred outflow $ 5,847,166 5,759,970 5,386,284 1.5% 6.9%
Current liabilities 271,719 287,449 273,203 (5.5) 5.2
Loan commitments and project
funds payable 92,415 56,249 — 64.3 100.0
Liability for derivative instruments 2,067 — 1,259 100.0 (100.0)
Long-term debt 3,468,098 3,504,907 3,225,726 1.1) 8.7
Deferred inflow of resources from
derivative instruments — 2,456 — (100.0) 100.0
Other — 3,751 3,366 (100.0) 11.4
Total liabilities and deferred inflow  $ 3,834,299 3,854,812 3,503,554 (0.5)% 10.0%
Net assets:
Restricted $ 1,746,043 1,692,073 1,662,106 3.2% 1.8%
Unrestricted 266,824 213,085 220,624 25.2 (3.4)
Total net assets $ 2,012,867 1,905,158 1,882,730 5.7% 1.2%
Net Assets

The Trust’s net assets at June 30, 2012 and 2011 were approximately $2.0 billion and $1.9 billion, respectively.
Total assets and deferred outflow remained consistent at $5.8 billion, and total liabilities and deferred inflow also
remained consistent at $3.8 billion. Total loans receivable, long-term increased $225.2 million to $3.7 billion
while investments decreased $167.8 million to $1.3 billion. This reflects the Trust’s use of direct loans to provide
additional security for its Series 16 bond issuance rather than its traditional use of an investment reserve fund; as
well as the termination of $119.1 million of GICs. Total liabilities and deferred inflow remained consistent year
over year as the new bond issuances of $240.6 million for Series 16 and $130.8 million for Series 2012
Refunding bonds were offset by scheduled maturities and bonds refunded with cash proceeds from the GIC
termination.

The Trust’s net assets at June 30, 2011 and 2010 were approximately $1.9 billion. Total assets and deferred
outflow increased 6.9% to $5.8 billion, and total liabilities and deferred inflow increased 10.0% to $3.9 billion.
The increases in both assets and liabilities are principally attributed to the Trust issuing in July 2010, its Series 15
bonds and related loans from the bond proceeds and 2010 refunding bonds.
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Management’s Discussion and Analysis — Required Supplementary Information
June 30, 2012 and 2011

Bonds Payable

The Trust issues revenue bonds (SRF Bonds) in order to fund communities’ construction projects under the
Clean Water and Drinking Water programs. The SRF Bonds are secured by either reserve funds or loans to
borrowers that are pledged as a source of payment and security, both of which are funded by the SRF program
funds, or a combination thereof. The SRF Bonds are payable from borrower loan repayments, reserve fund
earnings and payments made by the Commonwealth to the Trust on behalf of the borrowers.

The following is a summary of bonds payable at June 30, 2012, 2011 and 2010 (in thousands). More detailed
information can be found in note 6 to the financial statements.

2012 2011 2010
Water Pollution Abatement Revenue Bonds:
MWRA Loan Program $ 22,370 48,200 54,545
South Essex Sewage District Loan Program 3,780 5,015 6,440
New Bedford Loan Program 2,405 3,440 4,605
Pool Loan Program 1,989,878 2,125,200 1,812,331
Subtotal revenue bonds 2,018,433 2,181,855 1,877,921
Subordinated Revenue Refunding Bonds:
MWRA Loan Program 63,775 63,775 63,775
New Bedford Loan Program 40,850 44,935 94,935
Pool Loan Program 1,358,240 1,264,190 1,246,130
Subtotal revenue refunding bonds 1,462,865 1,372,900 1,404,840
Total bonds 3,481,298 3,554,755 3,282,761
Add (deduct) unamortized amounts:
Bond premium 233,906 211,862 194,122
Net unamortized excess of reacquisition price
over net carrying value of defeased bonds (74,801) (78,608) (82,837)
Total bonds payable, net $ 3,640,403 3,688,009 3,394,046
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A summary of the Trust’s statements of revenues, expenses, and changes in net assets is as follows:

Loan servicing fees

Loan origination fees

Interest income

Contract assistance from Commonwealth
of Massachusetts

Total operating revenues

Department of Environmental Protection
programmatic support costs

Principal forgiveness

General and administrative

Arbitrage rebate payments

Interest expense

Total operating expenses
Operating income (loss)

U.S. Environmental Protection Agency
capitalization grants

Commonwealth of Massachusetts
matching grants

Total nonoperating revenues

Increase in net assets
Net assets, beginning of year

Net assets, end of year

Results of Operations

MASSACHUSETTS WATER

POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

Summary of Changes in Net Assets

(In thousands)

June 30 Percentage change
2012 2011 2010 2012 - 2011 2011 -2010
$ 5,270 5,209 5,092 1.2% 2.3%
75 129 89 (41.9) 44.9
216,039 159,922 130,955 35.1 22.1
36,700 35,886 39,584 2.3 (9.3)
258,084 201,146 175,720 28.3 14.5
11,369 10,482 12,168 8.5 (13.9)
33,693 71,018 89,581 (52.6) (20.7)
3,560 2,111 4,754 68.6 (55.6)
10,488 1,122 972 834.8 15.4
174,342 182,035 170,724 (4.2) 6.6
233,452 266,768 278,199 (12.5) (4.1)
24,632 (65,622) (102,479) 137.5 36.0
74,181 82,089 178,096 (9.6) (53.9)
8,896 5,961 — 49.2 100.0
83,077 88,050 178,096 (5.6) (50.6)
107,709 22,428 75,617 380.2 (70.3)
1,905,158 1,882,730 1,807,113 1.2 4.2
$ 2,012,867 1,905,158 1,882,730 5.7% 1.2%

For FY 2012, the Trust recorded operating income of $24.6 million as compared to an operating loss of
$65.6 million in FY 2011. The $90.2 million increase in the Trust’s operating income in FY 2012 was primarily
attributed to the $57.7 million in gains realized on the terminations of certain GICs combined with a
$37.3 million decrease in principal forgiveness, from $71.0 million in FY 2011 to $33.7 million in FY 2012. The
principal forgiveness is primarily associated with the disbursement of ARRA capitalization grant funds received
in 2010. These ARRA grants required that no less than 50% of the funds be provided as additional subsidization
in the form of principal forgiveness, grants or negative interest loans. The Trust committed all of its ARRA
project funds to additional subsidization in the form of principal forgiveness.
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

Excluding the $57.7 million gain realized on the termination of GICs, the Trust would have recorded a
$33.1 million operating loss in FY 2012 compared to an operating loss of $65.6 million in FY 2011. The
operating losses are primarily the result of principal forgiveness of $33.7 million and $71.0 million in FY 2012
and FY 2011, respectively. Other significant factors contributing to the operating losses are DEP programmatic
support costs of $11.4 million and $10.5 million, respectively, which are program administrative costs funded by
4.0% of the capitalization grant. The capitalization grant revenues funding both the principal forgiveness and the
programmatic support costs are classified as nonoperating revenue.

The $5.0 million, or 5.6%, decrease in honoperating revenue in FY 2012 reflects a decrease in the annual Clean
Water and Drinking Water federal capitalization grants revenue and the related state matching grant. Revenue is
recognized based on the funding availability schedule contained in the grant. For more information on grant
revenue, refer to note 4.

The $90.0 million, or 50.6% decrease in nonoperating revenue in FY2011 reflects the nonrecurring ARRA
capitalization grant revenue of $139.0 million in FY2010 offset by a $48.9 million increase in the annual Clean
Water and Drinking Water federal capitalization grants revenue and the related state matching grant.

Future Economic Factors

In August 2008, the Commonwealth enacted Chapter 312 of the Acts of 2008 of the Commonwealth, which
provided for $75 million in matching capitalization funds to the Clean Water (CW) and Drinking Water (DW)
programs. The Trust estimates this amount to be sufficient to meet its Clean Water matching needs through
FY2015 and Drinking Water matching needs through FY2014, assuming current federal funding levels are
maintained. The Trust will submit a request to the Legislature for an additional appropriation of $25.8 million
which would allow the Trust to continue to receive Federal Clean Water and Drinking Water grants through
FY2017. The Trust expects the request to be submitted and acted upon during the 2013 legislative session.

Requests for Information

This financial report is intended to provide an overview of the financial picture of the Massachusetts Water
Pollution Abatement Trust. Any further questions regarding any of the information contained within this report
may be directed to the Executive Director or the Controller at 3 Center Plaza, Suite 430, Boston, MA 02108.
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST

(A Component Unit of the Commonwealth of Massachusetts)

Statements of Net Assets
June 30, 2012 and 2011

(In thousands)

Assets and deferred outflows:
Current assets:

Cash and cash equivalents (note 3)

Short-term investments (note 3)

Project fund investments (note 3)

Grants receivable:
U.S. Environmental Protection Agency
Commonwealth of Massachusetts

Loans receivable, net (note 5)

Accrued interest receivable

Total current assets

Noncurrent assets:
Project fund investments (note 3)
Loans receivable, long-term (note 5)
Long-term investments (note 3)
Other assets

Total noncurrent assets
Deferred outflow of resources from derivative instruments (note 9)
Total assets and deferred outflows
Liabilities:
Current liabilities:
Accrued expenses and interest payable

Deferred revenue
Long-term debt (note 6)

Total current liabilities

Noncurrent liabilities:
Loan commitments and project funds payable
Accrued interest on capital appreciation bonds
Liability for derivative instruments (note 9)
Long-term debt, net (note 6)

Total noncurrent liabilities
Deferred inflow of resources from derivative instruments (note 9)
Total liabilities and deferred inflows

Net assets:
Restricted for program purposes (note 7)
Unrestricted (note 7)

Total net assets

See accompanying notes to financial statements.
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2012 2011
357,127 248,602
3,039 3,477
545 —
56,960 100,536
2,313 2,313
249,177 317,317
63,068 68,411
732,229 740,656
92,441 56,721
3,674,409 3,449,256
1,336,254 1,504,028
9,766 9,309
5,112,870 5,019,314
2,067 —
5,847,166 5,759,970
69,617 71,831
29,797 32,516
172,305 183,102
271,719 287,449
92,415 56,249
— 3,751
2,067 —
3,468,098 3,504,907
3,562,580 3,564,907
— 2,456
3,834,299 3,854,812
1,746,043 1,692,073
266,824 213,085
2,012,867 1,905,158




MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST

(A Component Unit of the Commonwealth of Massachusetts)

Statements of Revenues, Expenses, and Changes in Net Assets

Years ended June 30, 2012 and 2011

(In thousands)

Operating revenues:
Loan servicing fees
Loan origination fees
Interest income
Contract assistance from Commonwealth of Massachusetts

Total operating revenues

Operating expenses:
Commonwealth of Massachusetts:
Department of Environmental Protection — programmatic
support costs
Principal forgiveness
General and administrative
Acrbitrage rebate payments
Interest expense

Total operating expenses
Operating income/(loss)

Nonoperating revenue:
Capitalization grant revenue:
U.S. Environmental Protection Agency capitalization
grants (note 4)
Commonwealth of Massachusetts matching grants (note 4)

Total nonoperating revenue
Increase in net assets

Net assets — beginning of year

Net assets — end of year

See accompanying notes to financial statements.
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$

2012 2011
5,270 5,209

75 129
216,039 159,922
36,700 35,886
258,084 201,146
11,369 10,482
33,693 71,018
3,560 2,111
10,488 1,122
174,342 182,035
233,452 266,768
24,632 (65,622)
74,181 82,089
8,896 5,961
83,077 88,050
107,709 22,428
1,905,158 1,882,730
2,012,867 1,905,158




MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Statements of Cash Flows
Years ended June 30, 2012 and 2011
(In thousands)

2012 2011
Cash flows from operating activities:
Other cash received from borrowers $ 5,345 5,338
Cash paid to vendors (24,256) (13,619)
Net cash used in operating activities (18,911) (8,281)
Cash flows from noncapital financing activities:
Bonds proceeds 268,422 463,391
Repayment of bonds (303,668) (168,319)
Interest paid (172,561) (171,296)
Proceeds from U.S. Environmental Protection Agency capitalization grants 110,991 119,542
Proceeds from Commonwealth matching capitalization grants 12,943 10,396
Net cash provided by (used in) noncapital financing activities (83,873) 253,714
Cash flows from investing activities:
Loans disbursed to recipients (398,004) (493,597)
Cash received from borrowers 173,739 154,789
Contract assistance received — principal 29,722 28,975
Interest received 164,434 141,514
Contract assistance received — interest 35,264 37,118
Purchases of investments (171,793) (180,897)
Cash received from termination of guaranteed investment contracts 150,437 —
Sales/maturities of investments 227,510 110,420
Net cash provided by (used in) investing activities 211,309 (201,678)
Net increase in cash and cash equivalents 108,525 43,755
Cash and cash equivalents, beginning of year 248,602 204,847
Cash and cash equivalents, end of year $ 357,127 248,602

Reconciliation of operating income (loss) to net cash used in operating activities:
Operating income/(loss) $ 24,632 (65,622)
Adjustments to reconcile operating loss to net cash used in
operating activities:
Reclassification of:

Interest income (216,039) (159,922)
Contract assistance (36,700) (35,886)
Interest expense 174,342 182,035
Principal forgiveness 33,693 71,018

Changes in operating assets and liabilities:
Other assets and liabilities, net 1,161 96
Net cash used in operating activities $ (18,911) (8,281)

During fiscal year 2012, the Trust issued bonds to partially refund various series of bonds. The $154,832 bond proceeds
combined with $120,566 of cash were deposited immediately into irrevocable trust funds for the defeasance of $261,775

of outstanding bond principal.

During fiscal year 2011, the Trust issued bonds to refund New Bedford 1998A debt. The $41,990 bond proceeds were
deposited immediately into irrevocable trust funds for the defeasance of $46,195 of outstanding bond principal.

See accompanying notes to financial statements.
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

General

(@)

(b)

Organization

The Massachusetts Water Pollution Abatement Trust (the Trust), is a component unit of the
Commonwealth of Massachusetts (the Commonwealth). The Trust was created by Chapter 275 of
the Acts of 1989, and is governed by Chapter 29C of the Massachusetts General Laws. Pursuant to
an Operating Agreement between the United States Environmental Protection Agency (EPA), the
Massachusetts Department of Environmental Protection (DEP), and the Trust, executed in 1993 and
subsequently amended, the Trust administers the Commonwealth’s Clean Water and Drinking Water
State Revolving Fund (SRF) programs.

Financial and management activities of the Trust are administered by employees of the Trust who
fall under the Office of the State Treasurer. Project evaluation, selection, and oversight are provided
by DEP employees.

The Trust is governed by a three-member board of trustees chaired by the State Treasurer and
composed of the Secretary for Administration and Finance and the Commissioner of DEP. The Trust
is reported as a component unit of the Commonwealth of Massachusetts.

Description of Business

The SRF programs, which were authorized by federal legislation — the Water Quality Act of 1987 for
the Clean Water SRF and the Safe Drinking Water Act of 1996 for the Drinking Water SRF —
provide low-cost financing to cities, towns, and other eligible borrowers primarily for the
construction and improvement of drinking water and wastewater infrastructure. The Trust’s SRF
program’s primary activities include providing low-cost financing for eligible projects funded by the
issuance of debt in the capital markets, providing low cost interim financing for its borrowers, the
investment of program funds, and the management and coordination of the programs.

SRF program capitalization grants are issued from the EPA to the Trust, for which the
Commonwealth is required to provide 20% in matching funds. The Trust applies such grants and
state matching funds and other monies available to the Trust to reduce financing costs by
establishing reserve funds to secure the Trust’s bonds issued to fund such projects, and by applying
investment earnings on such reserve funds to pay a portion of the debt service on the related bonds.

The SRF programs are called the State Revolving Fund programs because as borrowers pay down
the principal balances of their loans and as the Trust pays principal on its SRF bonds, proportional
amounts are released from the reserves and/or loans pledged to secure the related SRF bonds. These
funds come back to the Trust and “revolve” or are used to establish new reserve funds or loans to
borrowers that are pledged as a source of payment and security, for new SRF bonds or for other
eligible purposes.

Funds pertaining to the SRF programs are limited to specific uses by laws and regulations as well as
Grant and Operating Agreements entered into between EPA and the Commonwealth. As a result of
these limitations on uses, these funds are classified as restricted on the statements of net assets.
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

Summary of Significant Accounting Policies

The accounting policies of the Trust conform to U.S. generally accepted accounting principles (GAAP) as
applicable to government enterprises. The following is a summary of the Trust’s significant accounting
policies:

(@)

(b)

(©)

(d)

Basis of Presentation

The Trust’s financial statements are prepared using the economic resources measurement focus and
the accrual basis of accounting as specified by the Governmental Accounting Standards Board’s
(GASB) requirements for an enterprise fund. Under GASB Statement No. 20, Accounting and
Financial Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary
Fund Accounting, the Trust has elected to solely apply all Financial Accounting Standards Board
Statements and Interpretations issued on or before November 30, 1989, except those that conflict
with or contradict GASB pronouncements. The more significant account policies are described
below.

Revenue Recognition

Operating revenues, including interest income, and expenses are generated through the issuance of
loans to local government units within the Commonwealth. All other revenues and expenses are
reported as nonoperating revenues and expenses.

Funding from federal capitalization grants and state matching grants are recorded as nonoperating
revenue. Federal capitalization revenue is recognized in accordance with funding availability
schedules contained within the individual grant agreements. Revenue recognition associated with
these grants is based on the standard principles of eligibility, including timing requirements.

The Trust’s recent federal capitalization grants beginning with the American Recovery and
Reinvestment Act of 2009 (ARRA) grant received in 2009, required that a portion of the grant funds
be provided as additional subsidization in the form of principal forgiveness, grants, or negative
interest loans. The Trust provides the additional subsidization in the form of principal forgiveness,
which has been recorded as an operating expense.

Cash and Cash Equivalents

The Trust’s policy is to treat all highly liquid investments with original maturities of three months or
less as cash and cash equivalents.

Investments

The Trust’s investment guidelines permit investment of funds in obligations of, or guaranteed by, the
United States of America or the short-term external investment pool, the Massachusetts Municipal
Depository Trust (MMDT), managed by the Commonwealth, as well as in time-deposits, guaranteed
investment contracts, repurchase agreements, and other permitted investments such as qualified
municipal obligations.
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POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

Investments are generally carried at amortized cost which approximates fair value. The guaranteed
investment contracts (GICs) are considered nonparticipating investment contracts and therefore are
recorded at cost.

Under the Massachusetts Water Pollution Abatement Trust Program Resolutions and bond
resolutions entered into in connection with the issuance of bonds by the Trust (the Resolutions), the
Trust must maintain certain investment funds in the SRF programs. The types of funds held by the
Trustees are in the following accounts:

Equity Accounts — The equity accounts consist of cash and cash equivalents that are currently
invested in MMDT. The equity accounts comprise both a federal program account and a state
account and can be used for programmatic costs and operating expenses within the SRF
programs. These funds are derived from: (1) funds drawn by the Trust from federal
capitalization grants and Commonwealth matching funds; (2) other amounts paid to the Trust
representing financial assistance provided pursuant to the Act for purposes of deposit in the
SRF programs; (3) other amounts appropriated to the Trust by the Commonwealth for
purposes of the SRF programs; (4) direct loan repayments; (5) interest earnings on investments
or deposits of amounts held in the equity accounts; and (6) amounts transferred from the Debt
Service Reserve Fund as a result of loan repayments in accordance with the provisions
specified in the Resolutions.

Interim Loan Accounts — The interim loan accounts have been established to fund temporary
loans in anticipation of permanent leveraged borrowings. The source of funds is the equity
accounts.

Project Accounts — The project accounts disburse bond proceeds to borrowers as needed.
These funds are restricted by the bond resolutions and are to be applied solely to the payment
or refinancing of costs associated with the applicable project. When all costs have been paid,
any amounts remaining unexpended in the project accounts will normally be applied to the
repayment of the applicable borrower’s principal.

Debt Service Reserve Accounts — Debt service reserve accounts consist of reserves established
as security to bonds issued by the Trust. The amount deposited in each debt service reserve
account is determined at the time of the issuance of the bonds, and has varied from 33% to
50% of the par amount of the bonds issued. Debt Service Reserve Funds are funded from cash,
and deposits are transferred from the equity accounts. Interest earnings on the debt service
reserve accounts are used for debt service payments.

Debt Service Accounts — Debt service accounts are used as a pass-through of principal and
interest to the bondholders. The debt service accounts are also used to hold accrued interest on
the bonds to be applied to pay a portion of the interest due on the bonds.
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

Loan Origination Fees and Costs of Issuance

The Trust requires payment of loan origination fees at the time of the first debt service payment.
Costs of issuance related to the bonds are then offset against the amount of loan origination fees
charged to borrowers. Remaining costs of issuance, if any, are recorded in other assets in the
accompanying statements of net assets and are amortized over the life of the bonds.

Costs of issuance relating to the issuance of refunding bonds are amortized over the life of the bonds.

Prior to FY 2007, fees received and certain direct costs incurred, relating to the origination of loans,
have been deferred and are included with loans receivable in the accompanying statements of net
assets and are amortized over the life of the loans.

Risk Financing

The Trust is not insured for casualty, theft, tort claims, or other losses. No amounts have been
accrued for such losses as they are not considered material. As discussed in note 1, all financial,
management, and project oversight activities are provided by employees of the State Treasurer’s
Office, DEP, and the Executive Office for Administration and Finance. These employees are covered
under the Commonwealth’s existing employee benefit programs. The cost of these programs is
allocated to the Trust, through a fringe benefit allocation. Costs in excess of this amount are borne by
the Commonwealth. As a result, no liabilities for employee-related activities have been recorded by
the Trust.

Other Assets and Other Liabilities

Other assets consist principally of the unamortized portion of bond issue costs, which are amortized
using the straight-line method over the life of the bonds.

Bond Premium

Bond premium, included in long-term debt, is amortized on a straight-line basis, which approximates
the effective interest basis, over the life of the associated bond issue.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, and disclosure of
contingent assets and liabilities, at the date of the financial statements and the reported amounts of
revenues and expenditures during the reporting period. Actual results could differ from those
estimates.

Derivatives

The Trust complies with GASB Statement No. 53, Accounting and Financial Reporting for
Derivative Instruments. This statement requires that derivative instruments be reported as assets or
liabilities at fair value on the statement of net assets. Changes in fair value may be reported in the
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

statement of revenues, expenses, and changes in net assets, or as deferred inflows or outflows in the
statement of net assets in accordance with GASB Concepts Statement No. 4, Elements of Financial
Statements, depending on whether the derivative instrument qualifies for hedge accounting.

Reclassifications

Certain reclassifications have been made to the FY 2011 balances to conform to the presentation
used in FY 2012.

Deposits and Investments

The Trust complies with GASB Statement No. 40, Deposit and Investment Risk Disclosures. Cash, cash
equivalents, and investments are separately held by several of the Trust’s funds.

(@)

(b)

Cash and Cash Equivalents

The Trust’s cash and cash equivalents consist of the equity accounts previously discussed in note 2
as well as project funds that have not yet been disbursed. The project funds are held by the Trustees
and disbursed in accordance with executed loan agreements. A small portion of the cash and cash
equivalents is held to pay the administrative costs of the Trust.

Cash and cash equivalents include investments in the MMDT. For purposes of risk categorization,
MMDT shares are not categorized. The fair value of the Trust’s position in MMDT is at unit value.

Custodial Credit Risk — Custodial credit risk is the risk that, in the event of a bank failure, the Trust’s
deposits may not be returned to it. Cash balances represent amounts held in bank depository accounts
that may be subject to custodial credit risk. The Trust had no significant amount of cash on deposit
with banks at June 30, 2012 and 2011.

Investments

Custodial Credit Risk — Investments — Custodial credit risk for investments is the risk that, in the
event of a failure of the counterparty, the Trust will not be able to recover the value of the investment
or collateral securities that are in the possession of an outside party. The Trust requires that all
investment agreements be collateralized either upon execution of such agreement or upon the
happening of certain events, and at all times thereafter, by securities or other obligations issued or
guaranteed by the United States, by certain federal agencies or corporations or, in some cases, by
corporate or municipal issuers rated “AAA” by Standard & Poor’s and “Aaa” by Moody’s, having a
market value of not less than 102% of the amount currently on deposit or in accordance with their
respective agreement.

Credit Risk — The majority of the Trust’s investments are in Guaranteed Investment Contracts (GICs)
or in Treasury or agency securities. The Treasury and agency securities are all backed by the federal
government. The GICs either have collateral requirements in place upon execution of the investment
agreement, or have triggered collateral requirements under which, upon a rating downgrade below a
specified level, the counterparty is typically required to do one of three actions: 1) post collateral to a
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POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

level sufficient to maintain an AA rating, 2) assign the investment contract to a new counterparty that
has at least a AA rating, or 3) provide credit enhancement to maintain a rating on the investment
contract of at least AA.

Interest Rate Risk — Interest rate risk is the risk that changes in interest rates will adversely affect the
fair value of the Trust’s investments. The Trust limits its exposure to interest rate risk by entering
into guaranteed investment contracts and federally guaranteed fixed income securities for all of its
long-term investments upon which the Trust relies to meet its obligations.

The value and maturities of the Trust’s investments are presented below (in thousands):

Investment maturities (in years)
Investment type 2012 Less than 1 1to5 6to 10 More than 10

Debt securities:
Guaranteed investment

contracts $ 856,386 94,795 315,535 269,949 176,107
U.S. Treasuries — federally
guaranteed 482,907 27,791 137,425 138,696 267,553

Cash equivalents:
Massachusetts Municipal

Depository Trust
(MMDT) 450,113 450,113 — — —
Total investments $ 1,789,406 572,699 452,960 408,645 443,660
Investment maturities (in years)
Investment type 2011 Less than 1 1to5 6to 10 More than 10

Debt securities:
Guaranteed investment

contracts $ 1,174,074 109,089 368,173 344,599 352,212
U.S. Treasuries — federally
guaranteed 333,431 14,663 79,897 81,778 208,975

Cash equivalents:
Massachusetts Municipal

Depository Trust
(MMDT) 305,323 305,323 — — _
Total investments $ 1,812,828 429,075 448,070 426,377 561,187
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Notes to Financial Statements
June 30, 2012 and 2011

Concentration of Credit Risk. Concentration of credit risk is the risk of loss attributed to the
magnitude of a government’s investment in a single issuer. The issuers where investments exceeded
5% of the Trust’s total investments are as follows:

Percentage of
total investments

2012 2011
Provider:
Dexia Credit Local/FSA Capital Management
Services, LLC 19% 27%
NATIXIS Funding Corp. 16 15
Trinity Funding Company, LLC 11 18
Citigroup 9 8

On December 14, 2011, the Trust terminated $130.4 million of GICs with Dexia Credit Local/FSA
Capital Managements related to the Series 13 Pool Program Bonds. The Trust received a
replacement portfolio comprised of Treasuries and Agency Securities with a par value of
$203.9 million and amortized cost value of $160.7 million. The difference between the amortized
cost value of the replacement portfolio and the par value plus accrued interest through the date of
termination of the GIC totaled $27.9 million and has been recorded as interest income in the
Statement of Revenue, Expenses and Changes in Net Assets.

On April 30, 2012, the Trust terminated $119.1 million of GICs with Trinity Funding Company,
LLC (Trinity). The Trust received $150.4 million in cash proceeds from Trinity which included a
make-whole payment of $29.9 million which has been recorded as interest income in the Statement
of Revenues, Expenses and Changes in Net Assets. The Trust used the cash proceeds to refund a
portion of its outstanding bonds, refer to note 6.

Capitalization Grants

The Trust is awarded Clean Water and Drinking Water grants from the U.S. Environmental Protection
Agency. These grants require that the Trust enter into binding commitments with local government units
within one year of the receipt of each federal grant payment to provide assistance in an amount equal to
120% (including 20% state matching grants) of each grant award. Each federal capitalization grant
contains federally mandated set-asides, including a 4% administrative allowance, that result in total grant
funding actually being 83.3% federal and 16.7% state.
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The total grants awarded for the Trust’s fiscal years ended June 30, 2012 and 2011 are as follows
(in thousands):

Clean Water Program Drinking Water Program
2012 2011 2012 2011
Federal capitalization $ 50,136 69,177 17,278 25,303
State match on federal funds 10,027 13,835 3,456 5,061
Total capitalization 60,163 83,012 20,734 30,364
Less administrative allowance
and set asides (2,406) (3,320) (5,356) (7,843)
Project capitalization $ 57,757 79,692 15,378 22,521

The periodic cash draws by the Trust on federal grants are based on the amount of incurred costs for
certain eligible projects or activities. Federal capitalization revenue is recognized in accordance with
funding availability schedules contained within the individual grant agreements.

The following table depicts the Trust’s capitalization grant revenue by grant (in thousands):

Clean Water Drinking Water Total Programs
2012 2011 2012 2011 2012 2011
Federal FY 2011 grant $ 37,602 — 12,959 — 50,561 —
Federal FY 2010 grant 17,294 51,883 6,326 18,977 23,620 70,860
Federal FY 2009 grant — 5,776 — 5,453 — 11,229
Total grant revenue — EPA $ 54,896 57,659 19,285 24,430 74,181 82,089
State match — FY 2011 grant $ 5,440 — 3,456 — 8,896 —
State match — FY 2010 grant — 901 — 5,060 — 5,961
Total grant revenue — state match $ 5,440 901 3,456 5,060 8,896 5,961

Loans Receivable and Bonds Purchased

The Trust provides low-cost financing to cities, towns, and other eligible borrowers primarily for the
construction and improvement of drinking water and wastewater infrastructure. These loans are provided
under the Trust’s Clean Water, Drinking Water, and Title V — Community Septic Management Programs.

Each loan to a borrower made with the proceeds of the Trust’s SRF bonds is in the form of either a loan or
the bond purchase agreement. Pursuant to an agreement with the EPA, projects financed for greater than
20 years are financed through a bond purchase agreement. Both forms of assistance are referred to as
“leveraged loans” and are made pursuant to a financing agreement between the Trust and the borrower.
Pursuant to the financing agreements, each borrower delivers its own general or special obligation bond to
the Trust referred to as a “local bond,” in order to secure its loan repayment obligations. The Trust makes
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loans under its Clean Water SRF program with terms up to 30 years from project completion and under its
Drinking Water SRF program up to 20 years from project completion, but in no event does the Trust make
a loan longer than the expected useful life of the project financed or refinanced by such loan.

The Trust recognizes the need for construction funds to be available to borrowers throughout the year, not
simply at the time of an annual Trust bond issue. This need is addressed by making funds available to
eligible projects through the interim loan program. Interim loans are temporary loans provided by the Trust
to local governmental units or other eligible borrowers in accordance with a financing agreement for all or
any part of the cost of a project in anticipation of a leveraged loan.

In addition, the Trust will from time to time provide direct loans. Direct loans are loans subject to
repayment, provided to local governmental units or other eligible borrowers with SRF equity funds rather
than bond proceeds.

A summary of loan receivables as of June 30, 2012 and 2011 is as follows (in thousands):

2012 2011
Leveraged loans or bonds purchased $ 3,796,500 3,610,479
Direct loans 79,977 40,301
Interim loans 241,174 276,165
Principal forgiveness (194,065) (160,372)
Total loans receivable 3,923,586 3,766,573
Less current portion loans receivable 249,177 317,317
Long-term portion — loans receivable $ 3,674,409 3,449,256

The interim loan receivable balances were $241,174 and $276,165 as of June 30, 2012 and 2011,
respectively. Additionally, the interim loan balances represent disbursements of construction funds of
$194,065 and $160,372, respectively, to borrowers for which a subsidy was provided in the form of
principal forgiveness. The interim loan amounts will be legally forgiven as the applicable projects are
completed.

The Series 16 bond issue occurred in June 2012 and interim loans totaling $221,865 and direct loans
totaling $23,463 were permanently financed as part of the Series 16 bond issue. An additional $52,038 of
interim loans were financed as direct loans in June 2012.

The Series 15 bond issue occurred in July 2010 and interim loans totaling $156,778 were permanently
financed as part of the Series 15 bond issue. An additional $21,464 of interim loans were financed as direct
loans in July 2010.
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Aggregate principal maturities on leveraged loans receivable or bonds purchased are as follows
(in thousands):

Years ending June 30:

2013 $ 201,377
2014 225,297
2015 227,438
2016 220,908
2017 225,549
2018 —2022 1,058,296
2023 —-2027 856,201
2028 —2032 500,022
2033 —2037 216,402
2038 —2042 65,010

Total leveraged loans or bonds purchased $ 3,796,500

The Trust’s loans to its borrowers are subsidized by interest earnings on Debt Service Reserve Funds and
contract assistance provided to the Trust by the Commonwealth. Although borrowers are obligated to the
Trust to make scheduled payments, both of these subsidies are expected to be available for the lives of the
financing agreements. The Commonwealth has committed to provide contract assistance in the amount of
$496 million. This obligation of the Commonwealth to the Trust is a general obligation of the
Commonwealth, for which its full faith and credit are pledged. Annual appropriations are made each year
by the Commonwealth to fund the current year’s obligation.

For the leveraged bond purchase program, pursuant to an agreement with the Commonwealth, contract
assistance is drawn in an amount as if the financing was for a 20-year period. The amount that is not
currently needed is invested at the applicable bond yield and used to fund the subsidy in years 21 to 30.

Bonds Payable

The Trust issues special obligation bonds under its SRF programs to provide financial assistance to eligible
borrowers. The financial assistance is provided pursuant to leveraged loans and bond purchase agreements
between the Trust and each borrower as described in note 5.
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The following is a summary of bonds payable at June 30, 2012 and 2011 (in thousands):

Beginning
balance,
June 30, 2011

Additions Reductions

Ending
balance,
June 30, 2012

Due within
one year

Water Pollution Abatement Revenue Bonds:
MWRA Loan Program:

Series 1993A, 4.5% to 5.45%,

issued March 18, 1993,

due 2000 to 2013 $ 1,165
Series 1993B, 4.3% to 5.25%,

issued January 6, 1994,

due 2000 to 2014 1,470
Series 1995A, 4.5% to 6.0%,

issued November 21, 1995,

due 2000 to 2015 390
Series 1998A, 4.0% to

5.375%, issued July 9, 1998,

due 2000 to 2018 5,635
Series 2002A, 3.0% to 5.25%

issued October 15, 2002,

due 2003 to 2032 39,540

South Essex Sewage District
Loan Program:
Series 1994A, 5.3% to 6.375%,
issued November 1, 1994,
due 2001 to 2015 1,850
Series 1996A, 4.25% to 6.0%,
issued December 5, 1996,
due 2000 to 2016 3,165
New Bedford Loan Program:
Series 1996A, 4.8% to 6.0%,
issued July 10, 1996,
due 2000 to 2016 3,440

24

— 565

— 465

— 255

— 1,030

— 23,515

— 610

— 625

— 1,035

600

1,005

135

4,605

16,025

1,240

2,540

2,405

600

390

65

945

3,960

485

530

890
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Beginning
balance,
June 30, 2011

Additions

Reductions

Ending
balance,
June 30, 2012

Due within
one year

Pool Loan Program:

Series 1, 4.75% to 5.6%,

issued July 14, 1993,

due 2000 to 2013 $ 260
Series 2, 4.9% to 6.125%,

issued June 1, 1995,

due 2001 to 2015 905
Series 3, 4.6% to 6.0%,

issued April 29, 1997,

due 2001 to 2017 770
Series 4, 4.0% to 5.125%,

issued December 9, 1998,

due 2000 to 2018 16,935
Series 5, 4.25% to 5.75%,

issued October 6, 1999,

due 2000 to 2029 32,695
Series 6, 4.5% to 5.66%

issued November 6, 2000,

due 2001 to 2030 46,080
Series 7, 3.0% to 5.25%

issued July 15, 2001,

due 2001 to 2031 127,955
Series 8, 3.0% to 5.0%,

issued November 15, 2002,

due 2003 to 2032 80,765
Series 9, 2.0% to 5.0%,

issued October 10, 2003,

due 2004 to 2033 95,765
Series 10, 2.5% to 5.25%,

issued August 25, 2004,

due 2005 to 2034 83,450
Series 11, 3.0% to 5.25%,

issued October 19, 2005,

due 2006 to 2035 152,910
Series 12, 3.0% to 5.25%,

issued December 14, 2006,

due 2007 to 2036 343,540

25

147

340

430

8,415

32,695

25,480

118,685

47,930

11,560

11,910

62,235

15,940

113

565

340

8,520

20,600

9,270

32,835

84,205

71,540

90,675

327,600

90

270

255

4,735

410

640

11,795

11,945

12,225

11,680

16,340
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Beginning
balance,
June 30, 2011

Additions

Reductions

Ending
balance,
June 30, 2012

Due within
one year

Series 13, 3.75% to 5.0%,
issued December 18, 2007,
due 2008 to 2037

Series 14, 1.0% to 5.0%,
issued March 18, 2009,
due 2009 to 2038

Series 15, 2.0% to 5.192%,
issued July 8, 2010,
due 2012 to 2040

Series 16A and B, 2.0% to 5.0%,
issued June 13, 2012,
due 2013 to 2032

Subordinated Revenue Refunding Bonds:

New Bedford Loan Program:
Series 1998A, 4.0% to 5.25%,
issued December 23, 1998,
due 2001 to 2026
MWRA Loan Program:
Series 1999A, 4.2% to 6.0%,
issued November 3, 1999,
due 2000 to 2029

Pool Program Refunding Bonds:

Series A and B, 2.0% to 5.25%,
issued August 25, 2004,
due 2005 to 2028

Series 2006, 3.0% to 5.25%,
issued December 14, 2006
due 2007 to 2034

Series 2009A, 2.0% to 5.0%,
issued July 30, 2009
due 2010 to 2029

Series 2010A, 3.0% to 5.0%,
issued July 8, 2010
due 2014 to 2026

Series 2012A and B, 3.0% to 5.0%,

issued June 13, 2012
due 2013 to 2032

Subtotal

Add (deduct) unamortized amounts:
Bond premium
Net unamortized excess of
reacquisition price over net
carrying value of defeased bonds

Total bonds payable

319,890

378,760

444,520

44,935

63,775

610,680

408,215

203,305

41,990

240,585

130,835

11,890

14,935

13,315

4,085

35,305

1,480

308,000

363,825

431,205

240,585

40,850

63,775

575,375

408,215

201,825

41,990

130,835

12,210

15,255

15,540

4,390

33,695

12,965

3,554,755

211,862

(78,608)

371,420

51,834

(7,810)

444877

29,790

(11,617)

3,481,298

233,906

(74,801)

172,305

3,688,009

415,444

463,050

3,640,403

172,305

26
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

The following is a summary of bonds payable at June 30, 2011 and 2010 (in thousands):

Beginning
balance,
June 30, 2010

Additions Reductions

Ending
balance,

June 30, 2011

Due within
one year

Water Pollution Abatement Revenue Bonds:
MWRA Loan Program:

Series 1993A, 4.5% to 5.45%,

issued March 18, 1993,

due 2000 to 2013 $ 1,735
Series 1993B, 4.3% to 5.25%,

issued January 6, 1994,

due 2000 to 2014 2,000
Series 1995A, 4.5% to 6.0%,

issued November 21, 1995,

due 2000 to 2015 750
Series 1998A, 4.0% to

5.375%, issued July 9, 1998,

due 2000 to 2018 6,740
Series 2002A, 3.0% to 5.25%

issued October 15, 2002,

due 2003 to 2032 43,320

South Essex Sewage District
Loan Program:

Series 1994A, 5.3% to 6.375%,
issued November 1, 1994,
due 2001 to 2015 2,570

Series 1996A, 4.25% to 6.0%,
issued December 5, 1996,
due 2000 to 2016 3,870

New Bedford Loan Program:
Series 1996A, 4.8% to 6.0%,
issued July 10, 1996,
due 2000 to 2016 4,605

Pool Loan Program:

Series 1, 4.75% to 5.6%,

issued July 14, 1993,

due 2000 to 2013 456
Series 2, 4.9% to 6.125%,

issued June 1, 1995,

due 2001 to 2015 1,310
Series 3, 4.6% to 6.0%,

issued April 29, 1997,

due 2001 to 2017 1,360

27

— 570

— 530

— 360

— 1,105

— 3,780

— 720

— 705

— 1,165

— 196

— 405

— 590

1,165

1,470

390

5,635

39,540

1,850

3,165

3,440

260

905

770

565

465

255

1,030

3,855

610

625

1,035

147

340

430
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MASSACHUSETTS WATER

POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Series 4, 4.0% to 5.125%,
issued December 9, 1998,
due 2000 to 2018

Series 5, 4.25% to 5.75%,
issued October 6, 1999,
due 2000 to 2029

Series 6, 4.5% to 5.66%
issued November 6, 2000,
due 2001 to 2030

Series 7, 3.0% to 5.25%
issued July 15, 2001,
due 2001 to 2031

Series 8, 3.0% to 5.0%,
issued November 15, 2002,
due 2003 to 2032

Series 9, 2.0% to 5.0%,
issued October 10, 2003,
due 2004 to 2033

Series 10, 2.5% to 5.25%,
issued August 25, 2004,
due 2005 to 2034

Series 11, 3.0% to 5.25%,
issued October 19, 2005,
due 2006 to 2035

Series 12, 3.0% to 5.25%,
issued December 14, 2006,
due 2007 to 2036

Series 13, 3.75% to 5.0%,
issued December 18, 2007,
due 2008 to 2037

Series 14, 1.0% to 5.0%,
issued March 18, 2009,
due 2009 to 2038

Series 15, 2.0% to 5.192%,
issued July 8, 2010,
due 2011 to 2040

Subordinated Revenue Refunding Bonds:
New Bedford Loan Program:
Series 1998A, 4.0% to 5.25%,
issued December 23, 1998,
due 2001 to 2026
MWRA Loan Program:
Series 1999A, 4.2% to 6.0%,
issued November 3, 1999,
due 2000 to 2029

Notes to Financial Statements

June 30, 2012 and 2011

Beginning Ending
balance, balance, Due within
June 30, 2010 Additions Reductions  June 30, 2011 one year
$ 17,980 — 1,045 16,935 910
34,620 — 1,925 32,695 1,755
61,980 — 15,900 46,080 2,090
152,270 — 24,315 127,955 25,630
91,860 — 11,095 80,765 11,485
107,055 — 11,290 95,765 11,560
95,085 — 11,635 83,450 11,910
164,260 — 11,350 152,910 11,455
359,125 — 15,585 343,540 15,940
331,430 — 11,540 319,890 11,890
393,540 — 14,780 378,760 14,935
_ 444,520 — 444,520 13,315
94,935 — 50,000 44,935 4,085
63,775 — — 63,775 —
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

Beginning Ending
balance, balance, Due within
June 30, 2010 Additions Reductions  June 30, 2011 one year

Pool Program Refunding Bonds:

Series A and B, 2.0% to 5.25%,

issued August 25, 2004,

due 2005 to 2028 $ 632,910 — 22,230 610,680 35,305
Series 2006, 3.0% to 5.25%,

issued December 14, 2006

due 2007 to 2034 408,215 — — 408,215 —
Series 2009A, 2.0% to 5.0%,

issued July 30, 2009

due 2010 to 2029 205,005 — 1,700 203,305 1,480
Series 2010A, 3.0% to 5.0%,

issued July 8, 2010

due 2014 to 2026 — 41,990 — 41,990 —

Subtotal 3,282,761 486,510 214,516 3,554,755 183,102

Add (deduct) unamortized amounts:
Bond premium 194,122 28,374 10,634 211,862 —
Net unamortized excess of
reacquisition price over net
carrying value of defeased bonds (82,837) (50) (4,279) (78,608) —

Total bonds payable $ 3,394,046 514,834 220,871 3,688,009 183,102

All bonds are payable from amounts pledged pursuant to the Water Pollution Abatement Project Bond
Resolutions, which include payments by local governmental units of principal and interest on the loans and
amounts on deposit in the Debt Service Reserve Funds. Pursuant to the Commonwealth Assistance
Contract (the Contract), the Commonwealth has agreed to provide Contract Assistance payments to the
Trust to reduce the payments by local government units. The Contract is not pledged as security for the
bonds; however, the Contract Assistance payments, when received by the Trust, are pledged as security for
the bonds.

On March 1, 2012, the Trust issued $100,000,000 State Revolving Fund Bond Anticipation Notes, Series
16. The Notes were issued by the Trust to finance water pollution abatement and drinking water projects.
The Notes were scheduled to mature March 1, 2013; however, they were repaid with the proceeds from the
Series 16 bonds.

On June 13, 2012, the Trust issued Series 16 bonds in the amount of $240,585,000 consisting of
$80,185,000 State Revolving Fund Bonds, Subseries 16A and $160,400,000 State Revolving Fund Bonds,
Subseries B. These monies were used to finance water pollution abatement and drinking water projects in
58 communities. Proceeds in the amount of $202.1 million were applied to fund loans for projects under
the clean water SRF and $65.2 million of proceeds were applied to fund loans for projects under the
drinking water SRF. The Trust anticipates expending all of the proceeds within two years. Concurrently
with the issuance of the Series 16 bonds, the Trust financed $121.2 million of Series 16 Direct Loans. The
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

interest payments on the Series 16 Direct Loans will be used to pay a portion of the debt service due on the
Series 16 bonds.

On June 13, 2012, the Trust issued $130,835,000 State Revolving Fund Refunding Bonds (at a true interest
cost of 2.61%) to refund, $7.5 million of the Trust’s Pool Program Series 4 bonds; $30.9 million of the
Trust’s Series 5 bonds; $23.4 million of the Trust’s Pool Program Series 6 bonds; $93.1 million of the
Trust’s Pool Program Series 7 bonds; $36.4 million of the Trust’s Pool Program Series 8 bonds; and
$19.7 million of the Trust’s MWRA Loan Program 2002A bonds. These bonds also advance refunded
$50.8 million of the Trust’s Pool Program Series 11 bonds.

The Trust used bond proceeds from the refunding bonds in addition to $120.6 million of proceeds received
from terminating certain GIC investments with Trinity, refer to note 3(b). These proceeds were deposited
with an escrow agent to provide resources for all future debt service payments on the refunded bonds. As a
result, the refunded bonds are considered to be defeased and the liability has been removed from the
financial statements. The total debt defeased through this new issue was $261.8 million, for a savings of
$21.6 million, resulting in an economic gain (net present value) of $17.3 million. The reacquisition price
exceeded the net carrying amount of the old debt by $7.8 million. This accounting loss is being netted
against the new debt issued.

On July 8, 2010, the Trust issued Series 15 bonds in the amount of $444,520,000 consisting of
$191,925,000 State Revolving Fund Bonds, SubSeries 15A, and $252,595,000 State Revolving Fund
Bonds, SubSeries 15B. These monies were used to finance water pollution abatement and drinking water
projects in 85 communities. Proceeds in the amount of $317.6 million are expected to be applied to fund
loans for projects under the clean water SRF and $150.8 million of proceeds are expected to be applied to
fund loans for projects under the drinking water SRF. The Trust anticipates expending all of the proceeds
within two years.

The SubSeries 15B bonds are federally taxable as they are part of the Build America Bonds (BABS)
program that is part of the American Recovery and Reinvestment Act of 2009. As part of the program, the
Trust will receive a cash subsidy for interest from the federal government instead of tax credits accruing to
purchasers of the bonds. The Trust will be entitled to 35% of all interest payable on the bonds, based on
required filings to the U.S. Treasury from the Trust. The Trust is obligated to pay debt service on these
bonds, regardless of whether subsidy payments are received or not.

On July 8, 2010, the Trust issued $41,990,000 State Revolving Fund Refunding Bonds to refund a portion
of the Trust’s Subordinate Revenue Refunding Bonds under the New Bedford Loan Program
Series 1998A. The total debt defeased through this new issue was $46,195,000. The proceeds of the
refunded debt were deposited with an escrow agent to provide resources for all future debt service
payments on the refunded bonds. As a result, the refunded bonds are considered to be defeased and the
liability has been removed from the financial statements. The reacquisition price was immaterially
different to the net carrying amount; this difference was recorded as interest expense in the statements of
revenues, expenses and changes in net assets.
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2016
2017
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2023 —-2027
2028 —2032
2033 -2037
2038 — 2043

MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST

(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

At June 30, 2012, debt service requirements to maturity for principal and interest are as follows (amounts
in thousands):

Year ending June 30:

Total
debt service Principal Interest
$ 334,266 172,305 161,961
362,796 207,593 155,203
358,450 212,785 145,665
352,510 216,790 135,720
338,085 212,560 125,525
1,480,137 1,008,690 471,447
1,033,033 786,030 247,003
524,659 420,985 103,674
218,778 185,370 33,408
63,144 58,190 4,954
Total debt service requirements  $ 5,065,858 3,481,298 1,584,560

The balances of bonds defeased “in substance” in prior years and still outstanding as of June 30 are as
follows (in thousands):

Outstanding principal amount

Description Redemption date 2012 2011
MWRA Loan Program:
Series 1993A November 3, 1999 $ 5,360 16,060
Series 1993B November 3, 1999 17,405 22,460
Series 1995A November 3, 1999 23,060 27,855
Series 1998A November 3, 1999 53,260 59,735
Series 1999A August 25, 2004 51,410 54,670
Series 1999A August 11, 2009 164,680 164,680
Series 2002A August 25, 2004 26,980 26,980
Series 2002A December 14, 2006 30,875 30,875
Series 2002A June 13, 2012 19,660 —
New Bedford Loan Program:
Series 1996A December 23, 1998 35,945 43,805
Series 1998A July 8, 2010 46,195 46,195
South Essex Sewage District
Loan Program:
Series 1994A July 15, 2001 17,110 21,875
Series 1996A July 15, 2001 23,275 27,400
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MASSACHUSETTS WATER
POLLUTION ABATEMENT TRUST
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2012 and 2011

Outstanding principal amount

Description Redemption date 2012 2011
Pool Loan Program:
Pool 1 July 15, 2001 $ 3,675 5,885
Pool 2 July 15, 2001 10,385 13,310
Pool 3 July 15, 2001 33,510 39,900
Pool 4 August 25, 2004 41,685 49,420
Pool 4 June 13, 2012 7,505 —
Pool 5 August 25, 2004 106,700 116,205
Pool 5 June 13, 2012 30,940 —
Pool 6 August 25, 2004 143,960 154,850
Pool 6 June 13, 2012 23,390 —
Pool 7 August 25, 2004 59,330 59,330
Pool 7 June 13, 2012 93,055 —
Pool 8 August 25, 2004 105,045 105,045
Pool 8 June 13, 2012 36,445 —
Pool 9 December 14, 2006 139,560 139,560
Pool 10 December 14, 2006 168,620 168,620
Pool 11 December 14, 2006 87,735 87,735
Pool 11 June 13, 2012 50,780 —
Pool 12 August 11, 2009 31,430 31,430
Net Assets

As of June 30, 2012 and 2011, the Trust has restricted net assets in the amount of $1.7 billion and
$1.7 billion, respectively, and unrestricted net assets in the amount of $266.8 million and $213.1 million,
respectively. Restricted net assets represent capitalization grants received cumulative to date from the EPA
and corresponding matching amounts received from the Commonwealth. The capitalization grants are
restricted to provide financial assistance, but not grants, to local communities and interstate agencies for
the construction of wastewater treatment works, drinking water infrastructure improvements, and other
related projects as described in note 1.

Commitment

As of June 30, 2012 and 2011, the Trust has agreed to provide loans to various local government units
amounting to approximately $90.9 million and $122.0 million, respectively, excluding loans amounts
already disbursed, which will be funded or collateralized with grant awards received by the Trust.

Derivative Transactions
Interest Rate Swap Agreements — $77,255,000 dated November 21, 2006

Objective of the Interest Rate Swap — As a means to lower its borrowings costs, when compared with
fixed-rate bonds at the time of their issuance in November 2006, the Trust entered into two interest rate
swap agreements in connection with its Pool Program Refunding Bonds, Series 2006 bonds. The intention
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POLLUTION ABATEMENT TRUST
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Notes to Financial Statements
June 30, 2012 and 2011

of the swaps was to hedge the Trust’s exposure to interest rate risk by effectively changing the Trust’s
variable rate bonds maturing in 2022 and 2023 to a synthetic fixed rate of 3.88% and 3.90%, respectively.

Terms — Under the terms of these swaps, the Trust agrees to receive a variable rate, based on the Consumer
Price Index (CPI), equal to the amounts due on variable rate bonds issued by the Trust concurrently with
the execution of the swap agreement. The Trust agrees to pay a fixed rate to the counterparty. Payments are
made semiannually, due August 1 and February 1 of each year, on the same schedule as the fixed rate
bonds issued in December 2006. The counterparty is JP Morgan Chase & Co. JP Morgan Chase Bank,
N.A. The terms of each swap agreement are summarized below:

2022 2023
Termination Termination
Trade date November 21, 2006 November 21, 2006
Effective date December 14, 2006 December 14, 2006
Termination date August 1, 2022 August 1, 2023
Notional amount $ 30,650,000 46,605,000
Fair value at June 30, 2012 (805,070) (1,261,527)
Fair value at June 30, 2011 911,084 1,544,791
Variable rate bond coupon payments Muni-CPI* rate Muni-CPI* rate
+0.99% +0.99%
Variable rate payment from counterparty Muni-CPI* rate Muni-CPI* rate
+0.99% +0.99%
Fixed rate payment to counterparty 3.88% 3.90%
Synthetic fixed rate on bonds 3.88 3.90

* Muni-CPI rate is equal to the quotient of (1) the Reference CPI-U for the current debt
service payment date minus the prior Reference CPI-U divided by (2) the prior Reference
CPI-U. Reference refers to 3 months preceding the debt service payment date.

Prior Reference period refers to 15 months preceding the debt service payment date.

Fair Value — The swaps had an aggregate negative fair value as of June 30, 2012, which means on the
August 1, 2012 debt service payment date the Trust will make a payment to the swap counterparty.
Because the Muni-CPI rate increased in excess of the synthetic fixed rate, the swaps had positive fair
values as of June 30, 2011, meaning that on the next debt service payment date, August 1, 2011, the Trust
received a payment from its swap counterparty. Because the coupons on the Trust’s variable rate bonds
adjust to the changing Muni-CPI rates, the bonds do not have a corresponding fair value increase or
decrease. At June 30, 2012, the fair value of these swaps is reflected as a liability for derivative instruments
and deferred outflows in the accompanying financial statements. At June 30, 2011, the fair value of these
swaps is reflected as an asset from derivative instruments, a component of other assets, and deferred inflow
from derivative instruments in the accompanying financial statements. The fair value of the derivative was
estimated using the zero-coupon method. This method calculates the future net settlement
payments/receipts required by the swap, assuming that the current forward rates implied by the yield curve
correctly anticipate future spot interest rates. These payments are then discounted using the spot rates
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implied by the current yield curve for hypothetical zero-coupon bonds due on the date of each future net
settlement of the swap.

Credit Risk — As of June 30, 2012, the Trust is not exposed to credit risk because the swaps had a negative
fair value. As of June 30, 2011, the Trust is exposed to credit risk equal to the amount of the derivative’s
fair value. Prior to January 5, 2009, the swap counterparty was Bear Stearns Capital Markets, Inc. As of
January 5, 2009, the counterparty is JP Morgan Chase & Co. JP Morgan Chase Bank, N.A. and is rated
AA-/Aal/AA-by Standard & Poor’s, Moody’s Investors Service, and Fitch Ratings, respectively. To
mitigate credit risk, the Trust has the right to terminate the swap upon a ratings downgrade by the
counterparty’s credit support provider below BBB-/Baa3 by Standard & Poor’s, and Moody’s Investors
Service, respectively.

Termination Risk — The swap contract uses the International Swap Dealers Association Master Agreement,
which includes standard termination events, such as failure to pay and bankruptcy. In addition, the Trust
may terminate upon a ratings downgrade by the counterparty, as described above. The Trust and the
counterparty may terminate if either party fails to perform under the terms of the Contract. If at the time of
termination, the swap has a negative fair value, the Trust would be liable to the counterparty for a payment
equal to the swap’s fair value. The source of funds for this payment is from “legally available funds.”
Legally available funds is defined as, “funds held in the Trust’s Federal Clean Water State Revolving Fund
or Drinking Water State Revolving Fund...only to the extent that Congress passes a law or EPA adopts a
regulation or issues an opinion or other notice...making such amounts legally available to pay settlement
amounts.”
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Swap Payments and Hedged Debt — In accordance with the swap agreement, the variable rate is calculated
using the preceding 3 months” Muni-CPI rate with settlement payments made on the debt service payment
dates of February 1 and August 1. As of June 30, 2012, the variable rate was calculated using the May 31,
2012 Muni-CPI rate. Assuming this rate remains the same, the debt service requirements of the variable
rate debt and the net swap payments are presented in the table below. As the Muni-CPI rate varies, the
variable rate payments on the bonds and the variable rate receipts from the swap are equal, the net debt
service will remain fixed.

Variable rate bonds* Net swap Total
Principal Interest payments2 debt service
Fiscal year ending June 30:

2013 $ — 2,069,877 936,938 3,006,815
2014 — 2,069,877 936,938 3,006,815
2015 — 2,069,877 936,938 3,006,815
2016 — 2,069,877 936,938 3,006,815
2017 — 2,069,877 936,938 3,006,815
2018 — 2,069,877 936,938 3,006,815
2019 — 2,069,877 936,938 3,006,815
2020 — 2,069,877 936,938 3,006,815
2021 — 2,069,877 936,938 3,006,815
2022 — 2,069,877 936,938 3,006,815
2023 30,650,000 1,659,277 752,928 33,062,205
2024 46,605,000 624,339 284,459 47,513,798

Calculated rate uses May 31, 2012 Muni-CPI rate to reflect debt service payment for
August 1, 2012.

ZA positive net swap payment requires a payment from the Trust to the counterparty.
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COMBINING FINANCIAL STATEMENTS AND SCHEDULE
FOR THE YEAR ENDED JUNE 30, 2012 (With Comparative Amounts as of June 30, 2011)

NARRATIVE

Federally Capitalized State Revolving Fund — is used to account for amounts received and
expended from the Federally Capitalized SRF, proposed by Title VI of the Clean Water Act, along
with amounts received and expended from the 20% required state matching of federal funding.
The fund also is used to account for receipts and disbursements for loan and bond transactions not
accounted for in the Commonwealth Capitalizes SRF.

Federally Capitalized Safe Drinking Water State Revolving Fund - is used to account for
amounts received and expended from the Federally Capitalized SRF, proposed by the Safe
Drinking Water Act of 1996, along with amounts received and expended from the required state
matching of federal funding.

Commonwealth of Massachusetts Capitalized State Revolving Loan Fund — is used to account
for amounts received and expended from the Commonwealth Capitalized SRF.

General Operations Fund - is used to account for amounts received and expended for the general
and administrative costs not applicable to the other three funds.
Supplemental Schedules Page
The following schedules contain information to help the reader understand how the Trust’s
financial data is broken down by the funds listed above and who are the fifteen largest borrowers
from the Trust’s lending programs. Schedules included are:

Combining Schedule of Net Assets (Unaudited)............cooviiiiiiie i 37

Combining Schedule of Revenues, Expenses and Changes in Net Assets (Unaudited).... 38

Five Year Schedule of Fifteen Largest Borrowers (Unaudited).............ccoovvevnnennnn. 39

36



L€

Massachusetts Water Pollution Abatement Trust
Combining Schedule of Net Assets (Unaudited)

June 30, 2012 (With Comparative Amounts as of June 30, 2011)

(in thousands)

ASSETS AND DEFERRED OUTFLOWS

CURRENT ASSETS:

Cash and cash equivalents

Short - term investments

Project fund investments

Grants receivable:
U.S. Environmental Protection Agency
Commonwealth of Massachusetts

Loans receivable, net

Accrued interest receivable

Total current assets

NONCURRENT ASSETS:
Project fund investments
Loans receivable, long-term
Long-term investments
Other assets

Total noncurrent assets
Deferred outflow of resources from derivative instruments
TOTAL ASSETS AND DEFERRED OUTFLOWS

LIABILITIES

CURRENT LIABILITIES:
Accrued expenses and interest payable
Deferred revenue
Long-term debt

Total current liabilities
NONCURRENT LIABILITIES
Loan commitments and project funds payable
Accrued interest on capital appreciation bonds
Liability for derivative instruments
Long-term debt, net
Total noncurrent liabilities
Deferred inflow of resources from derivative instruments
TOTAL LIABILITIES AND DEFERRED INFLOWS
NET ASSETS
Restricted for program purposes

Unrestricted

TOTAL NET ASSETS

Federally
Capitalized
State
Revolving Fund

Federally
Capitalized

Safe Drinking Water

Revolving Fund

Commonwealth of
Massachusetts
Capitalized State
Revolving Fund

Combined Totals

Loan Program Loan Program Loan Program 6/30/2012 6/30/2011
$ 288,830 19316 $ 17,316 357,127 $ 248,602
3,039 - - 3,039 3,477

337 208 - 545 -
45,494 11,466 - 56,960 100,536
2,313 - - 2,313 2,313
192,256 54,074 2,799 249,177 317,317
52,362 10,706 - 63,068 68,411
584,631 95,770 20,115 732,229 740,656
55,241 37,200 - 92,441 56,721
2,827,990 844,241 1,431 3,674,409 3,449,256
1,039,683 296,571 - 1,336,254 1,504,028
- - - 9,766 9,309
3,922,914 1,178,012 1,431 5,112,870 5,019,314

1,370 697 - 2,067 -
4,508,915 1,274,479 21,546 5,847,166 5,759,970
53,588 14,726 - 69,617 71,831
22,131 7,666 - 29,797 32,516
128,825 43,480 - 172,305 183,102
204,544 65,872 - 271,719 287,449
55,220 37,195 - 92,415 56,249
- - - - 3,751

1,370 697 - 2,067 -
2,676,284 791,814 - 3,468,098 3,504,907
2,732,874 829,706 - 3,562,580 3,564,907
- - - - 2,456
2,937,418 895,578 - 3,834,299 3,854,812
1,303,746 442,297 - 1,746,043 1,692,073
267,751 (63,396) 21,546 266,824 213,085
$ 1571497 378,901 $ 21,546 2,012,867 $ 1,905,158
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Massachusetts Water Pollution Abatement Trust

Combining Schedule of Revenues, Expenses and Changes in Net Assets (Unaudited)

June 30, 2012 (With Comparative Amounts as of June 30, 2011)

(in thousands)

OPERATING REVENUES:
Loan servicing fees
Loan origination fees
Interest income

Contract assistance from Commonwealth of Massachusetts

Total operating revenues

OPERATING EXPENSES:
Commonwealth of Massachusetts:
Department of Environmental Protection -
programmatic support costs
Principal forgiveness
General and administrative
InterFund transfers
Avrbitrage rebate payments
Interest expense

Total operating expenses
OPERATING (LOSS) INCOME
NONOPERATING REVENUE:
Capitalization Grant Revenue:
U.S. Environmental Protection Agency

capitalization grants
Commonwealth of Massachusetts matching grants

Total nonoperating revenues

INCREASE IN NET ASSETS
NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

Federally Federally Commonwealth of
Capitalized Capitalized Massachusetts Program
State Safe Drinking Water Capitalized State for
Revolving Fund Revolving Fund Revolving Fund General Combined Totals

Loan Program Loan Program Loan Program Operations 6/30/2012 6/30/2011
$ - $ - $ - $ 5270 $ 5270 $ 5,209
- - - 75 75 129
172,498 43,406 46 89 216,039 159,922
31,495 5,205 - - 36,700 35,886
203,993 48,611 46 5,434 258,084 201,146
3,238 8,131 - - 11,369 10,482
24,280 9,413 - - 33,693 71,018
- - - 3,560 3,560 2,111

2,538 (1,206) - (1,332) - -
10,488 - - - 10,488 1,122
134,587 39,281 - 474 174,342 182,035
175,131 55,619 - 2,702 233,452 266,768
28,862 (7,008) 46 2,732 24,632 (65,622)
54,897 19,284 - - 74,181 82,089
5,440 3,456 - - 8,896 5,961
60,337 22,740 - - 83,077 88,050
89,199 15,732 46 2,732 107,709 22,428
1,482,298 363,169 $ 21,500 38,191 1,905,158 1,882,730
$ 1571497 $ 378,901 $ 21546 % 40,923 $ 2,012,867 $ 1,905,158
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST

Five Year Schedule of Fifteen Largest Borrowers (Unaudited)

For fiscal years ending June 30, 2008 through June 30, 2012

(in thousands)

BORROWER NAME

Massachusetts Water Resources Authority

Upper Blackstone WPAD

Fall River

New Bedford

Brockton

Lowell

Taunton

Chicopee

Nantucket

Springfield Water & Sewer Commission
Lynn Water & Sewer Commission
Framingham

South Essex Sewerage District
Gloucester

Westborough

Total all others

TOTALS AS OF FISCAL YEAR END

June 30, 2012

June 30, 2011

3,876,477

Outstanding % of Outstanding
Loan Amount Loans Loan Amount
1,086,783 28.04% 1,070,963
154,667 3.99% 138,240
141,885 3.66% 143,748
136,078 3.51% 130,380
100,223 2.59% 101,514
82,505 2.13% 73,044
79,129 2.04% 66,053
61,471 1.59% 53,484
56,681 1.46% 58,838
56,086 1.45% 42,816
55,104 1.42% 58,114
52,099 1.34% 31,772
51,743 1.33% 62,816
50,280 1.30% 52,860
49,221 1.27% 19,465
1,662,522 42.89% 1,546,673
100%

3,650,780

% of
Loans

29.34%
3.79%
3.94%
3.57%
2.78%
2.00%
1.81%
1.47%
1.61%
1.17%
1.59%
0.87%
1.72%
1.45%
0.53%

42.371%

100%

June 30, 2010

Outstanding

Loan Amount

1,055,425
112,521
145,141
130,038

95,149
59,970
43,242
41,941
57,672
34,247
61,075
32,378
75,931
35,224
19,646

1,329,536

3,329,136

% of
Loans

31.70%
3.38%
4.36%
3.91%
2.86%
1.80%
1.30%
1.26%
1.73%
1.03%
1.83%
0.97%
2.28%
1.06%
0.59%

39.94%

100%

June 30, 2009

Outstanding

Loan Amount

1,087,305
116,093
150,116
136,206
100,355

62,473
45,792
43,662
63,225
37,146
63,959
12,786
86,025
37,796

1,768

1,468,746

3,513,453

% of
Loans

30.95%
3.30%
4.27%
3.88%
2.86%
1.78%
1.30%
1.24%
1.80%
1.06%
1.82%
0.36%
2.45%
1.08%
0.05%

41.80%

100%

June 30, 2008

Outstanding

Loan Amount

995,876
95,127
97,417

133,585
98,985
35,170
35,597
25,745
60,701
38,248
65,076
10,629
95,706
28,487

2,082

1,425,184

3,243,615

% of
Loans

30.70%
2.93%
3.00%
4.12%
3.05%
1.08%
1.10%
0.79%
1.87%
1.18%
2.01%
0.33%
2.95%
0.88%
0.06%

43.94%

100%
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III - Statistical Section

Massachusetts Water Pollution Abatement Trust

Comprehensive Annual Financial Report as of and for the Years Ended
June 30, 2012 and June 30, 2011 and Independent Auditors’ Report



Statistical Section — Table of Contents

Page
FINANCIAL TRENDS
These schedules contain trend information to help the reader understand how the Trust’s
financial performance and fiscal health have changed over time. Schedules included are:

Ten Year Schedule of Changes in Net ASSEtS .......vuvvrveiieie i e e v e, 1
Ten Year Schedule of Net Asset COMPONENTS .......c.ovueieniieie e 2

REVENUE CAPACITY
This schedule contains information to help the reader assess the factors affecting the Trust’s
ability to provide interim loans and general operations. Schedule included is:

Ten Year Combined Schedule of Operating Revenues by Source ....................... 3

DEBT CAPACITY

These schedules present information to help the reader assess the affordability of the Trust’s
current levels of outstanding debt and Trust’s ability to issue additional debt in the future.
Schedules included are:

Ten Year Debt SChedule ..o 4
Ten Year Schedule of Pledged Revenue COVErage .........ccovvvvevieiiieineiecneininen, 5
Ten Year Combined Schedule of Operating EXpenses ..........c.ccovvviiiiiiiinineinnn. 6

OPERATING INFORMATION
This schedule contains information to help the reader assess the factors affecting the Trust’s
ability to provide interim loans and general operations. Schedule included is:

Ten Year Schedule of Full Time Equivalent Employees by Program and Agency .... 7



Statistical Section — Table of Contents (continued)

Page
DEMOGRAPHIC INFORMATION
These schedules offer demographic and economic indicators to help the reader understand the
environment within which the Trust’s financial activities take place and the aid provided by the
Commonwealth to the Trust. Schedules included are:
Ten Year Schedule of Contract Assistance Provided by the Commonwealth of
Massachusetts, Massachusetts Population and Per Capita Contract Assistance .... 8
Ten Year Schedule of Annual Civilian Labor Force, Unemployment and
Unemployment Rates for Massachusetts and the United States ....................... 9
Ten Year Schedule of Massachusetts and United States Resident Population ......... 10
Ten Year Schedule of Massachusetts and United States Resident Per Capita Net 11

107 1

Ten Year Schedule of Total Net Debt, Massachusetts Resident Population and Debt 12
o] GO o] | - F PP

Largest Private Sector Massachusetts Employers 2012 and 2003........................ 13

Sources: Unless otherwise noted, the information in these schedules is derived from
the comprehensive annual financial report for the relevant year.
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST

Ten Year Schedule of Changes in Net Assets
For fiscal years ending June 30, 2003 through June 30, 2012
(in thousands)

Income (Loss)

Fiscal Operating Operating Operating Operating before Capital Capitalization Increase in
Year Revenues Expenses Income (Loss) Assistance Contributions Grant Net Assets
2003 $ 127,442 $ 158,721 $ (31,279) $ 13,202 $ (18,077) % 82,949 $ 64,872
2004 137,755 148,958 (11,203) 7,853 (3,350) 37,815 34,465
2005 174,249 173,396 853 10,983 11,836 84,269 96,105
2006 167,065 151,565 15,500 8,507 24,007 73,524 97,531
2007 184,646 154,527 30,119 7,853 37,972 58,873 96,845
2008 195,247 186,632 8,615 - 8,615 62,782 71,397
2009 194,359 192,139 2,220 - 2,220 103,748 105,968
2010 175,720 278,199 * (102,479) - (102,479) 178,096 75,617
2011 201,146 266,768 * (65,622) - (65,622) 88,050 22,428
2012 258,084 233,452 * 24,632 - 24,632 83,077 107,709

* Includes a $33.7 million, $71.0 million, and a $89.6 million reserve established for the anticipated future principal forgiveness associated

with the disbursement of ARRA funds for the fiscal years ended June 30, 2012, 2011 and 2010, respectively.
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST

Ten Year Schedule of Net Asset Components

For fiscal years ending June 30, 2003 through June 30, 2012

(in thousands)

Restricted Restricted
Clean Drinking Total
Year Water Water Restricted Unrestricted Total
2003 $ 888,897 190,943 $ 1,079,840 224,962 1,304,802
2004 942,860 225,281 1,168,141 171,126 1,339,267
2005 997,321 260,902 1,258,223 177,149 1,435,372
2006 1,041,224 296,447 1,337,671 195,232 1,532,903
2007 1,076,902 322,890 1,399,792 229,956 1,629,748
2008 1,120,509 349,333 1,469,842 231,303 1,701,145
2009 1,186,119 387,472 1,573,591 233,522 1,807,113
2010 1,243,728 418,378 1,662,106 220,624 1,882,730
2011 1,263,103 428,970 1,692,073 213,085 1,905,158
2012 1,303,746 442,297 1,746,043 266,824 2,012,867
Schedule of Net Asset Components 2003 - 2012
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST

Ten Year Combined Schedule of Operating Revenues by Source
For fiscal years ending June 30, 2003 through June 30, 2012
(in thousands)

OPERATING REVENUES

Loan Loan Total

Fiscal Servicing Orignation Interest Operating

Year Fees Fees Income * Revenues

2003 $ 2,837 $ 382 $ 124,223 $ 127,442
2004 1,831 209 135,715 137,755
2005 3,407 196 170,646 174,249
2006 3,646 28 163,391 167,065
2007 3,914 1,387 179,345 184,646
2008 4,320 1,760 189,167 195,247
2009 1,557 165 192,637 194,359
2010 5,092 89 170,539 175,720
2011 5,209 129 195,808 201,146
2012 5,270 75 252,739 ** 258,084

* Includes contract assistance received from the Commonwealth of Massachusetts.

** Includes $57.7 million in gains realized on the termination of certain guaranteed investment contracts.

Operating Revenues 2003 - 2012
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST

Ten Year Debt Schedule
For fiscal years ending June 30, 2003 through June 30, 2012
(in thousands)

Water Pollution Abatement Revenue Bonds:
Massachusetts Water Resources Authority Loan Program
South Essex Sewerage District Loan Program
New Bedford Loan Program
Pool Loan Program
Subtotal Revenue Bonds

Subordinated Revenue Refunding Bonds:
Massachusetts Water Resources Authority Loan Program
New Bedford Loan Program
Pool Loan Program
Subtotal Revenue Refunding Bonds

Total Bonds Payable
Add (deduct) unamortized amounts:
Bond premium

Net unamortized excess of reacquisition price over net
carrying value of defeased bonds

Total Bonds Payable, net

June 30, June 30, June 30, June 30, June 30, June 30, June 30, June 30, June 30, June 30,
2012 2011 2010 2009 2008 2007 2006 2005 2004 2003
$ 22370  $ 48200 $ 54545 $ 63315 $ 70,350 $ 77520 $ 115700 $ 123,095 $ 157525 $ 165,060
3,780 5,015 6,440 8,030 9,775 11,645 13,625 15,705 17,880 20,130
2,405 3,440 4,605 5,890 7,280 8,770 10,340 11,985 13,690 15,450
1,989,878 2,125,200 1,812,331 1,988,091 1,704,979 1,466,832 1,547,025 1,340,850 1,608,605 1,362,175
2,018,433 2,181,855 1,877,921 2,065,326 1,792,384 1,564,767 1,686,690 1,491,635 1,797,700 1,562,815
63,775 63,775 63,775 261,170 272,450 283,005 292,850 302,085 368,435 376,570
40,850 44,935 94,935 98,500 101,845 104,980 107,920 110,675 113,260 115,675
1,358,240 1,264,190 1,246,130 1,049,865 1,050,895 1,051,895 644,660 645,620 - -
1,462,865 1,372,900 1,404,840 1,409,535 1,425,190 1,439,880 1,045,430 1,058,380 481,695 492,245
3,481,298 3,554,755 3,282,761 3,474,861 3,217,574 3,004,647 2,732,120 2,550,015 2,279,395 2,055,060
233,906 211,862 194,122 185,723 171,664 157,254 120,749 114,860 37,792 23,856
(74,801) (78,608) (82,837) (62,723) (65,735) (68,746) (48,711) (50,954) (7,088) (7,685)
$ 3,640,403 $ 3688009 $ 3394046 $ 3597861 $ 3323503 $ 3093155 $ 2,804,158 $ 2613921 $ 2,310,099 $ 2,071,231




MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST

Ten Year Schedule of Pledged Revenue Coverage
For fiscal years ending June 30, 2003 through June 30, 2012
(Dollar amounts in thousands)

Prinicpal and

Debt Service Requirements

Fiscal Changes in Cocr:nm of MA Interest thalbl Princioal Interest Total Debt | Coverage
Year Net Assets A o_ntract Received from Rgclglva € P Service ratio
ssistance Borrowers * and Revenue
2003 $ 64872 % 58,511 $ 193,837 $ 317,220 [ $73,050 $ 104,603 $ 177,653 1.79
2004 34,465 58,107 188,491 281,063 87,245 109,506 196,751 143
2005 96,105 62,072 211,973 370,150 99,260 128,172 227,432 1.63
2006 97,531 63,979 233,625 395,135 111,655 127,699 239,354 1.65
2007 96,845 64,014 282,248 443,107 122,045 133,579 255,624 1.73
2008 71,397 67,489 287,235 426,121 139,393 156,479 295,872 1.44
2009 105,968 66,856 355,589 528,413 152,243 172,697 324,940 1.63
2010 75,617 67,262 295,797 438,676 175,090 169,777 344,867 1.27
2011 22,428 66,093 296,303 384,824 168,319 171,296 339,615 1.13
2012 107,709 64,986 338,173 510,868 183,102 172,561 355,663 1.44
* Includes interest received from earnings on Debt Service Reserve Funds.
Pledged Revenue Coverage 2003 - 2012
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST

Ten Year Combined Schedule of Operating Expenses
For fiscal years ending June 30, 2003 through June 30, 2012
(in thousands)

OPERATING EXPENSES

DEP General Arbitrage Total

Fiscal Programmatic and Rebate Interest Grant Operating

Year Support Costs Adminstrative Payments Expense Disbursement Expenses

2003 $ 19,332 $ 2,682 $ 108 $ 111,194 $ 25405 $ 158,721
2004 15,394 1,373 2,093 114,676 15,422 148,958
2005 13,215 1,362 1,526 136,457 20,836 173,396
2006 15,306 1,145 1,035 134,079 - 151,565
2007 16,602 4,511 3,886 129,528 - 154,527
2008 10,834 2,493 267 173,038 - 186,632
2009 8,711 4,232 1,979 177,217 - 192,139
2010 12,168 4,754 972 170,724 89,581 * 278,199
2011 10,482 2,111 1,122 182,035 71,018 * 266,768
2012 11,369 3,560 10,488 174,342 33,693 * 233,452

* Represents a reserve established for the anticipated future principal forgiveness associated with the disbursement of Amercian
Recovery and Reinvestment Act Funds (ARRA). The principal forgiveness is fully funded by the ARRA capitalization grant.

Operating Expenses 2003 - 2012
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST

Ten Year Schedule of Full Time Equivalent Employees
By Program and Agency
For fiscal years ending June 30, 2004 through June 30, 2012

DEP - Admin
MWPAT - DEP - Clean DEP - Drinking Expendable
Year Administrative Water Program Water Program Trust Total
2004 5.00 12.44 46.52 0.00 63.96
2005 6.00 12.44 41.58 0.00 60.02
2006 5.50 17.23 48.78 0.00 7151
2007 7.00 17.48 45.40 0.00 69.88
2008 7.00 15.10 41.62 8.34 72.06
2009 8.50 9.15 37.50 23.14 78.29
2010 9.70 29.43 68.02 7.42 114.57
2011 9.27 21.50 51.77 3.79 86.33
2012 9.78 22.00 50.19 14.27 96.24
MWPAT - Mass Water Polution Abatement Trust
DEP - Department of Environmental Protection
Schedule of FTE's
2004 - 2012
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST

Ten Year Schedule of Contract Assistance Provided by the Commonwealth of Massachusetts,

Contract
Fiscal year assistance Population
ending provided estimates )
June 30 (in thousands) (in thousands)
2003 $ 58,511 6,441
2004 58,107 6,452
2005 62,072 6,451
2006 63,979 6,453
2007 64,014 6,466
2008 67,489 6,499
2009 66,856 6,544
2010 67,262 6,594
2011 66,093 6,557
2012 64,986 6,588

Massachusetts Population, and Per Capita Contract Assistance
For fiscal years ending June 30, 2003 through June 30, 2012

(Dollar amounts in thousands)

Per capita
Contract

assistance

9.08
9.01
9.62
9.91
9.90
10.38
10.22
10.20
10.08
9.86

(1) Population estimates have been restated to most current United States Census Bureau Data. Population data is reported as
of July 1 of the previous year. Source: http//www.fedstats.gov (US Census Bureau).

Dollars
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST

Ten Year Schedule of Annual Civilian Labor Force,
Unemployment and Unemployment Rates
For Massachusetts and The United States

(Amounts in thousands)

Massachusetts United States
Massachusetts
Labor Unemployment Labor Unemployment Rate as %
Year Force Unemployment Rate % Force Unemployment Rate % of U.S. Rate
2003 3,421 193 5.6% 145,740 8,600 5.9% 95.6%
2004 3,396 191 5.6% 146,815 8,512 5.8% 96.7%
2005 3,376 166 4.9% 148,241 7,861 5.3% 92.6%
2006 3,399 164 4.8% 150,353 7,252 4.8% 100.0%
2007 3,432 158 4.6% 152,436 6,898 4.5% 102.2%
2008 3,446 157 4.6% 153,686 7,591 4.9% 92.2%
2009 3,479 238 6.8% 154,555 11,758 7.6% 89.9%
2010 3,484 302 8.7% 153,916 15,006 9.7% 89.0%
2011 3,497 284 8.1% 153,654 14,288 9.3% 87.4%
2012 3,455 235 6.8% 154,285 13,176 8.6% 79.5%

Source-Federal Bureau of Labor Statistics, November 2012. Seasonally adjusted. Previous data may be updated by the Federal
Bureau of Labor Statistics.

Massachusetts and US Unemployment Rates
2003 - 2012
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST

Ten Year Schedule of Massachusetts and United States Resident Population

(Amounts in thousands)

Massachusetts

Beginning of United % Resident % Massachusetts as

Fiscal Year States Change Population ® Change % of U.S.
2003 287,625 0.9% 6,417 0.3% 2.2%
2004 290,108 0.9% 6,423 0.1% 2.2%
2005 292,805 0.9% 6,412 -0.2% 2.2%
2006 295,517 0.9% 6,403 -0.1% 2.2%
2007 298,380 1.0% 6,410 0.1% 2.1%
2008 301,231 1.0% 6,432 0.3% 2.1%
2009 304,094 1.0% 6,469 0.6% 2.1%
2010 306,772 0.9% 6,518 0.8% 2.1%
2011 309,350 0.8% 6,557 0.6% 2.1%
2012 311,592 0.7% 6,588 0.5% 2.1%

@ Population estimates have been restated to most current United States Census Bureau Data. Population data is
reported as of July 1 of the previous year. Source: - http://www/fedstats/gov (U.S. Census Bureau).

Massachusetts and United States Estimated Year-to-
Year Population Change
2003 - 2012
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST

Ten Year Schedule of Massachusetts and United States Resident Per Capita Net Income

(Amounts in thousands)

Calendar United % % Massachusetts as
Year States @ Change Massachusetts @ Change % of U.S.
2002 31,461 1.0% 39,451 0.0% 125.4%
2003 32,271 2.6% 40,083 1.6% 124.2%
2004 33,881 5.0% 42,021 4.8% 124.0%
2005 35,424 4.6% 43,757 4.1% 123.5%
2006 37,698 6.4% 47,144 7.7% 125.1%
2007 39,458 4.7% 49,727 5.5% 126.0%
2008 40,673 4.3% 51,028 4.3% 127.5%
2009 39,626 -2.6% 49,643 -2.7% 125.3%
2010 40,584 2.4% 51,552 3.8% 127.0%
2011 41,560 2.4% 53,471 3.7% 128.7%

@ Source: Bureau of Economic Analysis, US Department of Commerce. Revised state personal income
estimates for 1990-2011 were released on September 25, 2012.

Massachusetts and United States Year-to-Year Per
Capita Net Income Calendar Years 2002 - 2011
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST
Ten Year Schedule of Total Net Debt, Massachusetts Resident Population, and Debt Per Capita
For fiscal years ending June 30, 2003 through June 30, 2012
(Dollar amounts in thousands)

Fiscal year Population

ending Total Debt (Net) estimates @ Per capita

June 30 (in thousands) (in thousands) Debt (Net)
2003 $ 2,071,231 6,441 $ 321.57
2004 2,310,099 6,452 358.04
2005 2,613,921 6,451 405.20
2006 2,804,158 6,453 434.55
2007 3,093,155 6,466 478.37
2008 3,323,503 6,499 511.39
2009 3,597,861 6,544 549.80
2010 3,394,046 6,594 514.72
2011 3,688,009 6,557 562.45
2012 3,640,403 6,588 552.58

(1) Population estimates have been restated to most current United States Census Bureau Data. Population data is reported as
of July 1 of the previous year. Source: http//www.fedstats.gov (US Census Bureau).

Per Capita Debt (Net) 2003 - 2012
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MASSACHUSETTS WATER POLLUTION ABATEMENT TRUST
Largest Private Sector Massachusetts Employers 2012 and 2003
(Alphabetical Order)

Employer

Bay State Medical Center, Inc.
Beth Israel Deaconess Medical Center

Boston University
Brigham and Women's Hospital, Inc.
DeMoulas Supermarkets, Inc.

EMC Corporation

General Hospital Corporation
Harvard University

Massachusetts Institute of Technology
Partners Healthcare Systems, Inc.

Raytheon Company
S & S Credit Company, Inc (Stop & Shop)
Shaw's Supermarkets, Inc.

Southcoast Hospitals Group
State Street Bank and Trust Company

The Children's Hospital Corporation
UMASS Memorial Medical Center, Inc.

2012
Product or
Headquarters Service
Springfield Hospital
Boston Hospital
Boston Hospital
Boston University
Boston Hospital
Tewksbury Supermarket
Computer Storage &
Hopkinton Peripherals
Boston Hospital
Cambridge University
Cambridge University
Boston Hospital
Lexington  Electronics / Defense

Quincy
West Bridgewater

New Bedford
Boston

Boston
Worcester

Supermarket
Supermarket

Hospital
Banking

Hospital
Hospital

Product or
Service

Insurance
Hospital
Hospital
Hospital
Hospital

Insurance

Hospital

Office Products
Investments

Insurance
Hospital

Insurance
Hospital
Insurance
Hospital

Investments

Electronics /
Defense

Banking

2003
Employer Headquarters

Bay State Medical Center, Inc Springfield
Beth Israel Deaconess Medical Center Boston
Boston Medical Center Corporation Boston
Brigham and Women's Hospital, Inc. Boston
Caritas Christi Inc Boston
CGU Corp Boston
Children's Hospital Corp Boston
Dennison Manufacturing Framingham
FMR Co. (Fidelity) Boston
John Hancock Life Insurance Company Boston
Lahey Clinic Burlington
Liberty Mutual Insurance Company, Inc.

(and Subsidiaries) Boston
Massachusetts General Hospital Boston
Massachusetts Mutual Life Insrance Co Springfield
New England Medical Center Hospitals Boston
Putnam Investments Boston
Raytheon Company Lexington
State Street Bank and Trust Company Boston
Tufts Associated Health Maintenance

Organization Waltham

HMO

Source: - Massachusetts Executive Office of Labor and Workforce Development, Division of Unemployment Assistance - March 2011 survey. In addition, Bank of America NA,, Home
DepotUSA, Inc., Massachusetts CVS Pharmacy LLC, Target Corp, United Parcel Service, Inc and Wal-Mart Associates, Inc. are all large Massachusetts employers, but
are headquartered outside of Massachusetts. Verizon New England is a subsidiary of Verizon Communications, headquartered in New York. The information is based on
employers registered for unemployment insurance. The list may not include those employers who do business in Massachusetts under multiple legal corporations and
those who registereach store, facility or franchisee as a separate employer.
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