



[image: Massachusetts Water Pollurion Abatement Trust logo]MASSACHUSETTS WATER POLLUTION
ABATEMENT TRUST
Steven Grossman, Chair




   

											


DEBT MANAGEMENT PROCEDURES


Procedures for Implementation:  The Trust’s Debt Management Policy as revised and adopted on March  5, 2014 (the “Policy”) shall be applied in accordance with the following procedures under the direction of the Executive Director of the Trust, to whom the Board has, by the adoption of the Policy, delegated the responsibility for Policy Implementation, as defined in the Policy.  Defined terms in these procedures shall have the meanings given such terms in the “Definitions” section of the Policy, including the term “Policy,” which when used herein shall mean the Policy and these procedures.
	
	

	1.
	Use of Debt Proceeds / Purpose for Debt. 

	
	

	
	The Trust issues debt to finance loans to governmental units and other eligible borrowers in the Commonwealth to finance water pollution abatement and drinking water projects.  The program, the State Revolving Fund (SRF), is jointly managed with the Massachusetts Department of Environmental Protection (“DEP”) which must approve all projects financed by the Trust.    

	
	

	2.
	Debt Management Responsibilities; Qualification of Personnel; Training

	
	

	
	Debt issuance and management is a core function of the Trust.  The executive director and treasurer of the Trust shall have primary responsibility for managing the issuance of Trust debt.  The Trust’s lending, accounting, and legal groups shall also play key roles in the issuance, management, and follow-up responsibilities related to the issuance of debt.  The treasury department of the Trust is responsible for coordinating the repayment of Trust bonds.  

	
	

	
	Knowledge of municipal finance is a primary responsibility of the executive director, the treasurer, and the general counsel of the Trust who, along with other staff members, as appropriate, shall participate in related continuing education and training to support their professional development.  The Trust currently supports staff in relevant programs provided by the Council of Infrastructure Financing Authorities and the National Association of Bond Lawyers.  The Trust also supports staff participation in various local programs provided by Region 1 of the United States Environmental Protection Agency (the “EPA”) and commonwealth agencies and departments.

	
	

	
	Board of Trustees.  The ultimate responsibility for the Policy rests with the Board.  The Board reviews and approves the Policy, and any revisions proposed by the executive director, in connection with the bi-annual submission of the Policy to the Finance and Governance Board or other times that the executive director proposes revisions.  

	
	

	
	Executive Director.  By its adoption of the Policy, the Board has delegated to the executive director Policy Implementation, as defined in the Policy.  The executive director shall also carry out the responsibilities of the executive director described in the Post Bond Issuance Policy.    

	
	

	
	General Counsel.  The Trust’s in-house general counsel shall have responsibility for working with outside bond counsel and program counsel to communicate the Trust’s objectives and concerns in connection with the issuance of debt and developing, compiling, and reviewing the documentation, certifications, and other materials related to the issuance of Trust debt.  General counsel shall also keep the executive director and treasurer apprised of items on the Trust calendar related to the issuance of debt as they come due and shall carry out the responsibilities of the general counsel described in the Post Bond Issuance Policy.    

	
	

	
	Treasurer.  The Trust’s treasurer shall be responsible for working with the executive director and general counsel in preparing for the issuance of debt and carrying out the responsibilities of the treasurer described in the Post Bond Issuance Policy.

	
	

	
	Outside Professional Advisors.  Bond counsel for each series of bonds, program counsel, the Trust’s financial advisor, and arbitrage rebate consultants are responsible, as outlined in the scope of services provisions in their engagements, for guiding the Trust through the laws, regulations, and financial practices applicable to the issuance of debt.  The Trust shall consult with bond counsel and other professional advisors throughout the bond issuance process to identify requirements and to establish procedures necessary or appropriate to ensure compliance with the Internal Revenue Code and the tax regulations in addition to, or in lieu of the Policy, the Post Bond Issuance Policy, and the Investment Policy.  The Trust will retain a financial advisor and program counsel for continuing consultation between bond issuances and for advice on general program matters.

	
	

	3.
	Legal Authorization / Debt Limits (constitutional, statutory, policy, covenant, resolutions)

	
	

	
	The Trust is a public instrumentality of The Commonwealth of Massachusetts, created by the Enabling Act.  The Trust issues bonds to provide financial assistance to local governments and other eligible borrowers in the commonwealth under its SRF programs pursuant to chapter 29C, §9.  Neither the Enabling Act nor any other general or special law limits the amount of debt that can be incurred by the Trust.

	
	

	
	The Trust administers the commonwealth’s SRF programs jointly with DEP, which are 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 — to provide financial assistance to borrowers for water pollution abatement projects and drinking water projects.  

	
	

	
	Bonds of the Trust are issued under and secured by the Program Resolution, and one or more existing or new bond resolutions of the Trust and other applicable security agreements. The Program Resolution, pursuant to the Enabling Act, also authorizes the Trust to issue notes in anticipation of bonds and in anticipation of grants, revenues or appropriations to the Trust. 

	
	

	
	In addition to the Enabling Act, the Program Resolution and the applicable bond resolutions, all debt obligations of the Trust that are secured in whole or in part by federal grants and state matching grants received under the federal Clean Water Act or the federal Safe Drinking Water Act must be issued in conformance with the applicable provisions of those acts and regulations promulgated thereunder by the EPA, the applicable agreements for such grants, the provisions of the clean water and drinking water operating agreements among the Trust, the EPA, and DEP and the Amended and Restated Master Funding Agreement dated as of October 3, 2005 among the Trust, DEP, the Massachusetts state treasurer (the “State Treasurer”), and the secretary of the executive office for administration and finance of the commonwealth (“Administration and Finance”).  Debt of the Trust that is secured by a subsidy for debt service in the form of contract assistance appropriated by the commonwealth must also be issued in conformance with the applicable provisions of the Amended and Restated Agreement for Contract Assistance, dated November 9, 2007, between the Trust and the State Treasurer.

	
	

	4.
	Process of Debt Issuance

	
	

	
	A.  Notice to Finance and Governance Board.  Pursuant to chapter 29C, §9(a), prior to the issuance of each series of bonds by the Trust, the Trust will advise the Finance and Governance Board, by letter signed by the executive director, of the terms of the bonds and the time of their issuance.  

	
	

	
	B.  Method of Sale Determination. 
	
	

	(i)
	Competitive.  Under General Laws, chapter 29, §53 there is a presumption that commonwealth bonds or notes with a maturity date greater than three years after their issuance will be sold on a competitive basis.  While, pursuant to c. 29C,§9(a), this presumption is not directly applicable to the sale of Trust debt, the Trust has opted to adopt a similar presumption that Trust debt will be sold on a competitive basis whenever such a sale would be prudent under the circumstances at the time of sale, taking into consideration the complexity of the issue, the number and quality of the underlying borrowers, the structure of the bonds, and the overall market conditions as the sale date approaches.

	
	

	(ii)
	Negotiated. The requirement that commonwealth bonds be sold competitively may be waived upon the approval of the Finance and Governance Board, pursuant to regulations of said board (the “F&G Regulations”).[footnoteRef:1]   In accord with those regulations, if the Trust determines that a negotiated sale of bonds would be the most prudent course based on the circumstances at the time of sale, taking into consideration the complexity of the issue, the number and quality of the underlying borrowers, the structure of the bonds, and the overall market conditions as the sale date approaches, it will take the following steps:[footnoteRef:2]  [1:  976 CMR §§ 2.01 to 2.08 (July 19, 2010).]  [2:  976 CMR §2.08 (July 19, 2010).] 

	
	

	1. 
	request a waiver from the presumption of a competitively bid financing, by letter signed by the executive director of the Trust, personally presented to the Finance and Governance Board, and including evidence: (a) demonstrating that the process or criteria to determine the method of sale set forth in the Policy has been thoroughly followed, (b) demonstrating why a negotiated sale is compelling, (c) stating the date beyond which the waiver, if granted, would expire, (d) stating a “not-to-exceed” amount of bonds to be sold, and (e) describing the use of the proceeds of the bonds or notes;  

	
	

	2.
	submit, if not previously submitted, (a) a copy of the Policy, (b) a certified copy of the resolution of the Board approving the Policy, which resolution must have been voted within two years of the date of submittal, and (c) a certified copy of a resolution of the Board indicating awareness of the Trust’s proposed sale of debt on a negotiated basis; and

	
	

	3.
	if the waiver is granted by the Finance and Governance Board, the Trust will sell the bonds within six months of said board’s vote and present the results of the negotiated sale of bonds to said board at its next meeting following the execution of the negotiated sale.




	
	

	C.  Private Placement.
	

	
	

	
	From time to time the Trust may elect to privately place its debt.  Such placement shall be considered for debt transactions where the size is too small or the structure is too complicated for public debt issuance or will result in a cost savings to the Trust relative to other methods of debt issuance.

	
	

	D.  Filing Documents with the Finance and Governance Board.  
	

	
	

	
	The Trust will file documents required to be filed under the above procedures no later than ten days in advance of a meeting of the Finance and Governance Board at which the Trust’s document will be taken up, unless circumstances do not permit filing within that time frame and, with the approval of the executive director of the Finance and Governance Board, such filings are made within a reasonable period of time in advance of the meeting.  The Trust will also notify the executive director of the Finance and Governance Board, as soon as possible after the decision of the Board, to discuss the filing and the details of presenting the required documents to the Finance and Governance Board.




	
	

	
	C.  Circumstances to Refund Bonds.  The Trust continually monitors outstanding debt for refunding opportunities.  The Trust will enter into a refunding transaction when such a transaction proves both prudent and economically valuable to the Trust, the commonwealth, and the Trust’s borrowers.  Factors that will be used to measure this value include, but are not limited, to: 
	
	

	(i)
	the then present value savings of the refunding;

	
	

	(ii)
	the present value savings of the refunding as a percent of the refunded bonds;

	
	

	(iii)
	the efficiency of the refunding  (present value of the refunding / theoretical value of the “option” being exercised);

	
	

	(iv)
	the time horizon or window to execute the refunding; 

	
	

	(v) 
	the cost of issuance of the refunding bonds;

	
	

	(vi)
	counter-party risk, if any, associated with keeping the bonds outstanding; 

	
	

	(vii)
	costs associated with arbitrage liability; 

	
	

	(viii)
	factors that relate to the needs of the Trust to amend or defease program or bond documents; and 

	
	

	(ix)
	other factors that relate to the economics or prudence of the refunding.

	
	


The Trust will analyze any proposed refunding taking into consideration the foregoing factors and other factors as determined by the Trust to be efficient and prudent.

	
	

	5. 
	 Selection Process for Professional Services.

	
	

	
	The Trust periodically releases requests for responses for the various professional services utilized by the Trust.  The selection processes identify firms able to assist the Trust in various aspects of our financing needs, notably underwriting, financial advisory and legal services.  

	
	

	
	The selection of underwriters for a negotiated sale of debt will be based on a competitive procurement process that results in the selection of an underwriter or underwriters who demonstrate to the Trust, prior to the issue of the debt, in a response to an RFR, that they have the ability and willingness to sell the debt in the best interest of the Trust.  The RFR may be issued to a pre-qualified list of underwriters, in which case the RFR will be in the form of a “mini-RFR,” or to a broader segment of the investment banking community.

	
	

	
	The selection of other professional service providers will similarly be based on the release of requests for responses and the selection of a firm or firms for a term of years based on their demonstrated ability to provide the services requested at a reasonable cost and their ability to comply with applicable commonwealth laws that relate to conflicts of interest and procurement pre-requisites.  

	
	

	
	In connection with the selection of bond counsel, the Trust will also take into consideration a firm’s reputation in the legal and financial communities as it relates to the opinions they will issue addressing due authorization and validity, tax status, and securities compliance.  

	
	

	6.
	Debt Affordability/ Borrowing Capacity.

	
	

	
	Each Trust bond issue is structured to finance a specific pool of underlying loans to governmental units and other eligible borrowers.  The Trust’s bonds, and the loans financed by the bonds, are highly structured at the time of the bond sale to provide dollar for dollar debt service sufficiency for the life of the bonds, taking into account loan repayments, contract assistance, assets funded from federal and commonwealth grants, and other available revenues, including other program revenues.

	
	

	
	The borrowing capacity of the Trust is driven by the level of federal clean water and drinking water capitalization grants and commonwealth matching grants that are awarded annually, other amounts of Trust “program equity” which include amounts released from bond reserves and investment earnings, and the availability of commonwealth contract assistance.  The Trust works closely with the State Treasurer, Administration and Finance, and DEP in calculating the capacity of the program.

	
	

	7.
	Risk Controls/ Monitoring.

	
	

	
		A. 
	The Trust will maintain a set of policies, procedures and internal controls that are designed to appropriately mitigate risk to the Trust and to effectively monitor outstanding debt, investments, and operations of the Trust.  The Trust also uses program counsel and its financial advisor to assist in the assessment of risk in its debt and investments.

	
	

	B.
	The Trust makes debt service payments twice per year, February 1 and August 1.  While the Trust actively monitors sources of debt repayment throughout the year, this effort increases in focus as the debt service payment dates approach.  To assist in the control of repayment risk, borrower repayments are due from borrowers by January 15 and July 15 of each year providing the Trust with a 15 day window to address any repayment issues.  The Trust’s treasury and lending groups will maintain active communication with the Trust’s borrowers to ensure timely repayment of their loans.

	
	

	C.
	The Trust will continuously monitor the primary sources of debt repayment: borrower repayments to the Trust, investment income from debt service reserve funds, and contract assistance payments from the commonwealth, as well as other sources of repayment.  

	
	

	D.
	Throughout the year the Trust will also actively monitor its investments and applicable supporting collateral levels.  




	
	

	8.
	Debt Structure Parameters.

	
	

	
	A.  Amount of Outstanding Debt. 

	
	

	
	As indicated above, each Trust debt issue is structured to finance a specific pool of underlying loans.  Repayment sources for the bonds are fully identified at the time of the sale.  The capacity of the Trust is driven by the level of federal clean water and drinking water grants, the amount of Trust equity, and budgetary capacity for contract assistance.

	
	

	
	B.  Maturity Structure/ Principal Repayment.

	
	

	
	The Trust provides loans of twenty years to most borrowers.  Certain clean water projects can be financed over a term of up to thirty years if the useful life of the project supports such financing.  The structure of the Trust bonds is largely designed to match that of the aggregate amortization of the underlying borrower loans, which may include loans at below market rates, but with adequate subsidy of such below market rates from the commonwealth or other sources.  This leads to the dollar for dollar cash flow sufficiency that is the goal of each Trust bond issue.  

	
	

	
	C.  Credit Enhancement/ Insurance Liquidity.

	
	

	
	To date, the Trust’s “pool” bonds have been rated in the highest rating category by each of the three major rating agencies, Fitch Ratings, Moody’s Investor Services, and Standard & Poor’s Rating Services.  Bonds issued by the Trust for certain individual major borrowers have reflected the underlying rating of that borrower. Credit enhancement and insurance typically provide no economic benefit to the Trust.  The Trust will only pursue such enhancement or insurance when the present value benefit of the enhancement exceeds the cost.  

	
	

	
	D.  Proportion of Variable Interest Rates to Fixed Interest Rates.

	
	

	
	Trust bonds are structured to match the underlying assets financed in the transaction.  Most Trust’s bonds have been issued as fixed rate debt.  Two maturities of one series of Trust bonds have been issued as variable rate debt, hedged to a “synthetic” fixed rate. All underlying loans to governmental units and other eligible borrowers also have been made at a fixed rate of interest. The Trust may consider additional variable rate financings in the future if warranted by economic and market conditions.  

	
	

	9.
	Credit Ratings and Rating Agencies Management and Communications.

	
	

	
	All of the Trust’s bonds are rated triple-A by the three major rating agencies: Fitch Ratings, Moody’s Investor Services, and Standard & Poor’s Rating Services.  The Trust maintains direct communication on a regular basis with the three rating agencies.  As the Trust approaches a bond issue, the Trust and its financial advisor will work with representatives from the rating agencies to provide the necessary support for the credit work done to issue a rating.  The Trust continues to assess the cost and benefit of all three ratings and will continue to do so in future transactions.  

	
	

	10.
	Investor Relations Management.

	
	

	
	In addition to the preparation of an official statement and other offering materials at the time of each bond sale, and its obligations to provide continuing disclosure as described below under “Continuing Disclosure,” the Trust maintains an ongoing investor relations effort, including its participation in the commonwealth’s annual investor’s conference in Boston.  This is designed to provide greater knowledge of the SRF loan program, specifically to investors outside of the normal sale cycle.  In addition, the Trust works closely with the book-running underwriter in the marketing of bonds prior to a negotiated sale, including extensive outreach and support of those assessing the Trust’s credit at the time of a sale.  The Trust also posts its annual financial statements and annual report on its web site.

	
	

	11. 
	Derivatives.

	
	

	
	A. The Trust’s Derivative Financial Products. 

	
	

	
		(i) 
	As of the date of this Policy, the Trust has limited exposure to Derivative Financial Products, as defined by the F&G Regulations.[footnoteRef:3] Trust debt is, with one exception, fixed rate debt.  The current exception is for two maturities of the Trust’s Series 2006 Refunding Bonds.  These maturities have an interest rate swap associated with them that synthetically sets the interest to a fixed rate (the “2006 Swap”).  The Trust has no current plans to enter into future swap agreements or other Derivative Financial Products. [3:  976 CMR §2.02 (July 19, 2010) (Definitions).  
] 


	
	

	(ii) 
	The 2006 Swap. The 2006 Swap was entered into between Bear Stearns Capital Markets Inc. (now J.P. Morgan Chase & Co., by merger) and the Trust on November 21, 2006.  As of February 1, 2014 the notional amount or contract principal of the 2006 Swap is $77,255,000, representing $30,650,000 for the 2022 maturity and $46,605,000 for the 2023 maturity.  The intention of the 2006 Swap 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 to the Trust of 3.88% and 3.90%, respectively.  The 2022 and 2023 maturities carry an interest rate indexed to the Municipal Consumer Price Index (Muni-CPI). 




	
	

	
	B.  Compliance with Finance and Governance Board.

	
	

	
		(i)
	If the Trust elects to restructure the 2006 Swap, or any Derivative Financial Product it may enter into in the future, it will submit a letter to the Finance and Governance Board, signed by the executive director, prior to the restructuring that demonstrates (a) the restructuring will result in a reduction of risk or (b) based on a cost-benefit analysis, the benefits of such restructuring significantly outweighs any additional risks posed by such restructuring, and any additional risks are manageable and reasonable. 

	
	

	(ii)
	If the Trust elects to enter into a new financial transaction that involves a new Derivative Financial Product, the Trust will take the following steps:  
	
	

	a.
	prepare a derivatives policy that is in compliance with the F&G Regulations or determine that this Policy’s provisions on derivatives does or can be amended to comply with the F&G Regulations; whereupon the derivatives policy will be submitted to the Board for adoption by the Trust;[footnoteRef:4] [4:  See 976 CMR §2.06.1 and asterisk footnote (July 19, 2010).] 


	
	

	b.
	submit to the Finance and Governance Board a written analysis of the transaction by an independent financial advisor with relevant expertise with such financial advisor’s recommendation on whether the Trust should enter into such a transaction; such an analysis should include, without limitation, (I) a detailed description of the Derivative Financial Product, (II) a description of risks, strategies for mitigating any such risks, and benefits of the transaction, and (III) scenario analyses or stress tests demonstrating the impact on the Trust of extreme market events or conditions;[footnoteRef:5] and [5:  See 976 CMR §2.06.2 (July 19, 2010).
] 


	
	

	c. 
	file with the Finance and Governance Board a certified copy of the relevant Board minutes showing that the written analysis and recommendation of the independent financial advisor was presented to the Board and evidence (I) that the transaction is consistent with the Trust’s core mission, (II) that the structure of the Derivative Financial Product is consistent with the Trust’s derivatives policy, (III) that the benefits of the Derivative Financial Product cannot be substantially achieved without the use of a Derivative Financial Product, and (IV) that the Board approved the transaction.[footnoteRef:6] [6:  See 976 CMR §2.06.3 (July 19, 2010).] 





	
	

	(iii)
	The Trust will file documents required to be filed under the above procedures no later than ten days in advance of a meeting of the Finance and Governance Board at which the Trust’s document will be taken up.  The Trust will also notify the executive director of the Finance and Governance Board, as soon as possible after the decision of the Board, to discuss the filing and the details of presenting the required documents to the Finance and Governance Board.




	
	

	
	C.  Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank”).

	
	

	
		(i)
	CICI Identifier. On March 10, 2013, the Trust applied for and obtained a Commodities Futures Trading Commission (“CFTC”) Interim Compliance Identifier (CICI) number, which is a unique legal entity identifier that Dodd-Frank requires of any counterparty, including the Trust, that is subject to the Commodities Futures Trade Commission regulations.  The Trust will annually renew its CICI number, which currently costs $100.

	
	

	(ii)
	Business Conduct Rules for Swap Dealers.  Dodd-Frank imposes business conduct requirements, including notices, representations, and covenants, on swap dealers that existing swap agreements do not typically include. In order for the Trust to enter into future swaps or amend, transfer, novate, or terminate the 2006 Swap, these provisions must be incorporated into any new agreement or the existing 2006 Swap agreement.  Such incorporation can be accomplished in one of two ways: (1) by entering into the International Swaps and Derivatives Association’s ISDA August 2012 Dodd-Frank Protocol (the “Protocol”), which will incorporate the Dodd-Frank notices, representations, and covenants into new and existing swaps; or (2) entering into a bilateral agreement with the 2006 Swap’s counterparty, J.P. Morgan Chase.  If the Trust decides to amend, transfer, novate, or terminate the 2006 Swap or enter into a new swap agreement, the Trust will consult with its program counsel and other professional advisors to determine whether (1) to enter into the Protocol, (2) enter into a bilateral agreement with J.P. Morgan Chase or a new swap counterparty, or (3) take some other action available at that time.

	
	

	(iii)
	Record Keeping Procedures. The Trust currently has only the 2006 Swap outstanding as a “Covered Swap” with a notional/principal amount of $77,255,000.  Consequently, the Trust is not a “Major Swap Participant”[footnoteRef:7] under Dodd-Frank and is not subject to the record keeping requirements of 17 CRF Part 23, other than the requirement that it keep full, complete, and systematic records, together with all pertinent data and memoranda, on the swap.   [7:  See, 17 CFR 1.3(hhh) (Major Swap Participant definition).
] 


	
	

	
	To comply with the record keeping requirements of Dodd-Frank with respect to the 2006 Swap, the Trust shall maintain all records, including, without limitation, The ISDA Master Agreement, with Credit Support Annex attached thereto, the Schedule to the Master Agreement, the Fixed Income Derivatives Confirmations for the 2022 and 2023 maturities, the  Guaranty of Bear Steans Capital Markets Inc., the Incumbency Certificate of Bear Steams Capital Markets Inc., and opinions of counsel, all dated November 21, 2006 (the “Primary Swap Documents”), together with all trust calculations, counterparty trade advices, memoranda, correspondence, Bureau of Labor Statistics CPI Index press releases, documents related to the merger of Bear Stearns and J.P. Morgan Chase, and other pertinent records, as electronic records on the Trust’s shared drive at WPAT/Pool History/Pool 12/CPI Swap.  The Primary Swap Documents are also included in the bound transcript of the Series 12 and Series 2006 Refunding Bonds that are located in the Trust’s offices and in the offices of the Trust’s bond counsel and program counsel.

	
	

	(iv)
	Qualified Independent Representative. If the Trust enters into a new swap agreement or seeks the modification, transfer, novation, or termination of the 2006 Swap, it will engage the services of a Qualified Independent Representative (“QIR”).  
	
	

	1. 
	The Trust will issue a RFR to relevant firms in accordance with the Office of the State Treasurer’s procurement policies and procedures.  The Trust will select a firm (or firms) that has the qualifications to act as a QIR in accordance with the requirements of the applicable CFTC Regulation.[footnoteRef:8]  The contract with such firm or firms will include  representations and covenants by the selected firm or firms to satisfy the requirements and safe harbors of the CFTC Regulation in a manner satisfactory to the Trust.   [8:  17 CFR 23.450. ] 


	
	

	2.
	The Trust will utilize the services of such QIR when (A) entering into a new swap transaction, (B) modifying, terminating (in whole or in part), transferring, or novating the 2006 Swap, or (C) discussing the possibility of the transactions in (A) and/or (B) with a swap counterparty.

	
	

	3.
	The Trust will monitor the continued performance of each QIR by requesting certifications at least annually restating that the representations and covenants in the contract described above are true and correct and by requiring in the contract described above prompt notice by the QIR of any failure of a representation or covenant to be true.







	
	

	12.
	Post-Sale Monitoring, Management, Compliance.

	
	

	
	The Trust manages compliance with applicable tax laws, rules, and regulations by means of its Post Bond Issuance Policy.  The Trust monitors compliance with bond covenants, statutory and regulatory requirements, and other on-going duties associated with outstanding debt by means of its policies, procedures, and internal controls, including its Investment Policy and Post Bond Issuance Policy.  

	
	

	13.
	Continuing Disclosure.

	
	

	
		(i)
	In accordance with the provisions of Rule 15c2-12(b)(5) under the Securities Exchange Act of 1934 (as amended, the “Rule”), the Trust has and will execute and deliver a continuing disclosure certificate upon issuance of any bonds or notes subject to the Rule agreeing for the benefit of the bond or note holders to provide certain continuing disclosure information relating to the Trust. The form of such continuing disclosure certificates may be modified to the extent necessary to conform to changes in the Rule.

	
	

	(ii)
	In the Trust’s current continuing disclosure certificates, it has agreed to file or cause to be filed (i) certain annual financial information, including the Trust’s most recently available audited financial statements and certain operating data relating to the Trust (the “Trust Annual Report”) and (ii) notices of the occurrence of certain enumerated events with the Municipal Securities Rulemaking Board (“MSRB”) through its Electronic Municipal Market Access (‘EMMA”).  The Trust currently uses Digital Assurance Certification, L.L.C as its dissemination agent for such filings.

	
	

	(iii)
	The Trust will file its Annual Report no later than 180 days after the end of its fiscal year.  Notice of enumerated events, if any, will be filed within ten business days of the occurrence of such an event.

	
	

	(iv)
	In addition to the Trust’s continuing disclosure certificate, the commonwealth has and will enter into a continuing disclosure agreement upon issuance of any bonds or notes of the Trust subject to the Rule that are secured in whole or in part by contract assistance payments from the commonwealth.  Further, any borrower from the Trust who constitutes an “obligated person[footnoteRef:9]” under the Rule with respect to any bonds and notes of the Trust has and will enter into a continuing disclosure agreement with respect to such bonds or notes. Under the existing continuing disclosure agreements of the commonwealth and such borrowers, the commonwealth and such borrowers have agreed for the benefit of the bond or note holders to file with the MSRB through EMMA certain annual continuing financial and operating data as well as notices of certain enumerated events, including any change in the credit rating of outstanding indebtedness of the commonwealth or such borrowers. [9:  Under the Rule, 15c2-12(f)(10), “The term obligated person means any person, including an issuer of municipal securities, who is either generally or through an enterprise, fund, or account of such person committed by contract or other arrangement to support payment of all, or part of the obligations on the municipal securities to be sold in the Offering (other than providers of municipal bond insurance, letters of credit, or other liquidity facilities.”  
   The Trust’s continuing disclosure certificate for its pooled bond program states that “[a] Borrower shall be considered an “obligated person” with respect to the Bonds if the aggregate principal amount of all of its Pool Obligations outstanding as of the end of any fiscal year constitutes twenty percent (20%) or more of the aggregate principal amount of all Pool Obligations outstanding as of the end of such fiscal year.”  

Borrowers under the Trust’s New Bedford, SESD, and MWRA loan programs would be obligated persons by virtue of their being committed to support payment of the bonds issued under those programs.] 





	
	

	14.
	Other Reporting Requirements.

	
	

	
	Under the Trust’s existing operating agreements governing the drinking water and clean water SRFs, the Trust is required to notify EPA upon the issuance of debt.  The notice will be prepared by the Trust and submitted to EPA under the signature of the executive director. 

	
	

	15.
	Filing of Debt Management Policy with the Finance and Governance Board.

	
	

	
	The Board will formally re-adopt the Policy, or an amendment, revision, or replacement thereof, at any time, but in no event later than the March Board meeting of each even numbered year. 

	
	

	
	The Policy adopted by the Board shall be filed with the Finance and Governance Board by March 31st of each even numbered year, pursuant to the F&G Regulations.[footnoteRef:10]   [10:  976 CMR 2.01 to 2.08 (July 19, 2010).] 
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