NEW ISSUE - BOOK-ENTRY ONLY Moody’s: Aa2
S&P: AA-
See “RATINGS” herein.

In the opinion of Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C., Bond Counsel, under existing
law, assuming continued compliance with certain provisions of the Internal Revenue Code of 1986, as
amended, interest on the Series 2019A Bonds will not be included in the gross income of holders thereof for
federal income tax purposes. Interest on the Series 2019A Bonds will not constitute a preference item for
purposes of computation of the alternative minimum tax imposed on certain individuals. Interest on the
Series 2019B Bonds will be included in the gross income of holders of such Bonds for federal income tax
purposes. In the opinion of Bond Counsel, interest on the Series 2019 Bonds and any profit made on the sale
thereof are exempt from Massachusetts personal income taxes, and the Series 2019 Bonds are exemplt from
Massachusetts personal property taxes. See “TAX MATTERS” herein.
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$67,795,000
MASSACHUSETTS STATE COLLEGE BUILDING AUTHORITY
$15,440,000 $52,355,000
Project Revenue Bonds Refunding Revenue Bonds
Series 2019A Series 2019B (Federally Taxable)
Dated: Date of Initial Delivery Due: May 1, as shown on the inside cover

The $15,440,000 Project Revenue Bonds, Series 2019A (the “Series 2019A Bonds”) and $52,355,000 Refunding
Revenue Bonds, Series 2019B (Federally Taxable) (the “Series 2019B Bonds” and, collectively with the Series
2019A Bonds, the “Series 2019 Bonds”) of the Massachusetts State College Building Authority (the “Authority”),
will be issued as fully registered bonds and will be registered in the name of Cede & Co., as Bondholder and
nominee for The Depository Trust Company (“DTC”), New York, New York. DTC will act as securities depository
for the Series 2019 Bonds. Purchases of the Series 2019 Bonds will be made in book entry form, in the denomination
of $5,000 or any multiple thereof and no physical delivery of the Series 2019 Bonds will be made to purchasers. So
long as Cede & Co. is the registered holder of the Series 2019 Bonds, principal and semiannual interest (payable
November 1 and May 1, commencing November 1, 2019 with respect to the Series 2019A Bonds and May 1, 2019
with respect to the Series 2019B Bonds) are payable to DTC by U. S. Bank National Association, as Trustee. See
Appendix C “Book-Entry Only System” herein.

The Series 2019 Bonds shall be subject to redemption prior to maturity as more fully described herein.

The Series 2019 Bonds will be special obligations of the Authority secured by a pledge of revenues, as more
fully described herein. In addition, the Series 2019 Bonds will be secured by an intercept of appropriations to
the State Universities, as more fully described herein. See “SECURITY FOR AND SOURCE OF PAYMENT OF THE BoNDS —
Commonwealth Appropriation Intercept.”

THE SERIES 2019 BONDS SHALL NOT BE DEEMED TO CONSTITUTE A DEBT OR LIABILITY OF THE COMMONWEALTH OF MASSACHUSETTS
OR ANY POLITICAL SUBDIVISION THEREOF. NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE COMMONWEALTH OF
MASSACHUSETTS OR OF ANY POLITICAL SUBDIVISION OR INSTRUMENTALITY THEREOF IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF
OR PREMIUM OR INTEREST ON THE SERIES 2019 BoNDs. THE AUTHORITY DOES NOT HAVE TAXING POWER.

The Series 2019 Bonds were sold on the basis of competitive bids received on January 15, 2019 in accordance
with the terms of the Official Notices of Sale, each dated January 8, 2019, and attached hereto as Appendix H.

The Series 2019 Bonds are offered when, as and if issued by the Authority, subject to the approval of
legality by Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C., Boston, Massachusetts, Bond Counsel. Certain
legal matters will be passed upon for the Authority by its general counsel, Bowditch & Dewey, LLP, Boston,
Massachusetts. Acacia Financial Group, Inc. is acting as financial advisor to the Authority in connection with the
issuance of the Series 2019 Bonds. It is expected that the Series 2019 Bonds in definitive form will be available for
delivery through DTC in New York, New York, or its custodial agent, on or about January 23, 2019.

January 15, 2019



$67,795,000

MASSACHUSETTS STATE COLLEGE BUILDING AUTHORITY

Dated: Date of Initial Delivery

Due: May 1, as shown below

$15,440,000
Project Revenue Bonds
Series 2019A
Maturity Principal ~ Interest CUSIP Maturity Principal  Interest CUSIP
(May 1) Amount Rate Yield Number” (May 1) Amount Rate Yield Number”
2020 $185,000 5.000%  1.720% 575832 G61 2030f $830,000 4.000%  2.530% 575832 H86
2021 280,000 5.000 1.730 575832 G79 2031F 855,000 4.000 2.630 575832 H94
2022 560,000 5.000 1.750 575832 G87 2032f 895,000 3.000 2.900 575832 J27
2023 590,000 5.000 1.810 575832 G95 2033 920,000 3.000 3.000 575832 )35
2024 615,000 5.000 1.860 575832 H29 2034 950,000  3.000 3.070 575832 J43
2025 650,000 5.000 1.950 575832 H37 2035 980,000  3.000 3.140 575832 J50
2026 675,000 5.000 2.000 575832 H45 2036 1,005,000 3.125 3.220 575832 J68
2027 710,000 5.000 2.130 575832 H52 2037 1,030,000 3.250 3.310 57583276
2028 750,000 5.000 2.220 575832 H60 2038 1,070,000 3.250 3.370 575832 ]84
20297 785,000 5.000 2.330 575832 H78 2039 1,105,000 3.375 3.420 575832 )92
$52,355,000
Refunding Revenue Bonds
Series 2019B
(Federally Taxable)
Maturity Principal ~ Interest CUSIP Maturity Principal  Interest CUSIP
(May 1) Amount Rate Yield Number” May 1) Amount Rate Yield Number”
2019 $ 940,000 4.000%  2.650% 575831 DT6 2028 $2,055,000 4.000% 3.500% 575831 EC2
2020 1,500,000  4.000 2.770 575831 DU3 20291 2,140,000  4.000 3.550 575831 EDO
2021 1,505,000 4.000 2.820 575831 DV1 2030 2,225,000 4.000 3.650 575831 EES8
2022 1,625,000  4.000 2.850 575831 DW9 2031°F 2,315,000  4.000 3.750 575831 EF5
2023 1,690,000  4.000 3.000 575831 DX7 20327 2,405,000  4.000 3.800 575831 EG3
2024 1,760,000  4.000 3.100 575831 DY5 20337 2,500,000  4.000 3.850 575831 EH1
2025 1,830,000  4.000 3.200 575831 DZ2 20347 2,600,000  4.000 3.900 575831 EJ7
2026 1,900,000  4.000 3.300 575831 EA6 2035F 2,705,000  4.000 3.950 575831 EK4
2027 1,980,000  4.000 3.400 575831 EB4

$5,740,000 4.000% Term Bonds due May 1, 2037, Yield: 4.000%, CUSIP Number": 575831 EM0O
$6,215,000 4.050% Term Bonds due May 1, 2039, Yield: 4.050%, CUSIP Number": 575831 EP3
$6,725,000 4.100% Term Bonds due May 1, 2041, Yield: 4.100%, CUSIP Number": 575831 ER9

: CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein is provided by CUSIP Global Services, managed on behalf
of The American Bankers Association by S&P Global Market Intelligence. The CUSIP numbers are included solely for the convenience of owners of the
Series 2019 Bonds and the Authority is not responsible for the selection or the correctness of the CUSIP numbers printed herein. CUSIP numbers
assigned to securities may be changed during the term of such securities based on a number of factors, including, but not limited to, the refunding or
defeasance of such securities or the use of secondary market financial products.

t Priced at the stated yield to the first optional redemption date, November 1, 2028.
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No dealer, broker, salesman or other person has been authorized by the Massachusetts State College Building
Authority (the “Authority”’), The Commonwealth of Massachusetts (the “Commonwealth”), the Board of Higher
Education (the “BHE”), the State Universities (as defined herein) or the original purchasers of the Series 2019 Bonds
to give any information or to make any representation with respect to the Series 2019 Bonds other than as contained in
this Official Statement and, if given or made, such other information or representation must not be relied upon as
having been authorized by any of the foregoing. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy, nor shall there be any sale of the Series 2019 Bonds by any person in any jurisdiction in
which it is unlawful for such person to make such offer, solicitation or sale.

Certain information contained herein has been obtained from the Authority, the BHE, The Depository Trust
Company and other sources which are believed to be reliable, but is not guaranteed as to accuracy or completeness, and
is not to be construed as a representation of the Authority, the Commonwealth, the BHE, the State Universities or the
original purchasers of the Series 2019 Bonds. The information and expressions of opinion herein are subject to change
without notice and neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the parties referred to above since
the date hereof.

U. S. Bank National Association by acceptance of its duties as Trustee under the Trust Agreement described
herein has not reviewed this Official Statement and makes no representations as to the information contained herein,
including but not limited to any representations as to the use of the proceeds of the Series 2019 Bonds or related
activities.

Information included in this Official Statement includes forward-looking statements about the future that are
necessarily subject to various risks and uncertainties (“Forward-Looking Statements”). These Forward-Looking
Statements are (i) based on the beliefs and assumptions of management of the Authority and on information currently
available to such management and (ii) generally identifiable by words such as “estimates,” “expects,” “anticipates,”
“plans,” “believes” and other similar expressions. Events that could cause future results to differ materially from those
expressed in or implied by Forward-Looking Statements or historical experience include the impact or outcome of
many factors that are described throughout this Official Statement. Although the ultimate impact of such factors is
uncertain, they may cause future performance to differ materially from results or outcomes that are currently sought or
expected by the Authority.

EEINT3
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OFFICIAL STATEMENT

$67,795,000
MASSACHUSETTS STATE COLLEGE BUILDING AUTHORITY
$15,440,000 $52,355,000
Project Revenue Bonds Refunding Revenue Bonds
Series 2019A Series 2019B (Federally Taxable)
INTRODUCTION

This Official Statement (including the cover page and Appendices attached hereto) provides certain
information in connection with the issuance by the Massachusetts State College Building Authority (the
“Authority”) of its $15,440,000 Project Revenue Bonds, Series 2019A (the “Series 2019A Bonds™) and $52,355,000
Refunding Revenue Bonds, Series 2019B (Federally Taxable) (the “Series 2019B Bonds” and, collectively with the
Series 2019A Bonds, the “Series 2019 Bonds™). The Series 2019 Bonds are being issued pursuant to Chapter 703 of
the Massachusetts Acts of 1963, as amended (the “Act”), and under the Trust Agreement dated as of November 1,
1994, as amended, between the Authority and U. S. Bank National Association, as successor Trustee (the
“Trustee”). The Trust Agreement dated as of November 1, 1994, as amended, restated and supplemented to the date
of issuance of the Series 2019 Bonds, is herein referred to as the “Trust Agreement.” Reference is also made to the
Contract for Financial Assistance, Management and Services dated as of February 1, 2003, as amended and restated
(the “Contract”), between the Authority and the Commonwealth of Massachusetts (the “Commonwealth”), acting by
and through its Board of Higher Education (“BHE”), and acknowledged by the Comptroller of the Commonwealth.
As used herein, the term “Bonds” means the Series 2019 Bonds, all outstanding bonds issued under the Trust
Agreement and all additional parity bonds to be issued under the Trust Agreement in the future. For definitions of
certain other capitalized terms used but not defined herein, see the “Summary of Legal Documents” in Appendix D.

The Series 2019 Bonds will be special obligations of the Authority secured by a pledge of revenues, as
more fully described herein, on a parity with all outstanding Bonds of the Authority. In addition, the Series 2019
Bonds will be secured by an intercept of Commonwealth appropriations to the State Universities, as more fully
described herein. The Series 2019 Bonds shall not be deemed to constitute a debt or liability of the Commonwealth
or any political subdivision thereof. Neither the faith and credit nor the taxing power of the Commonwealth or of
any political subdivision or instrumentality thereof is pledged to the payment of the principal of or premium or
interest on the Series 2019 Bonds. The Authority does not have taxing power. See “SECURITY FOR AND SOURCE OF
PAYMENT OF THE BONDS” herein.

The Series 2019A are being issued to finance certain capital projects of the Authority. The Series 2019B
Bonds are being issued to refund certain bonds of the Authority, as set forth in “SOURCES AND USES OF FUNDS — Plan
of Refunding” and in Appendix G — Table of Refunded Bonds. See “SOURCES AND USES OF FUNDS — Application of
Proceeds of the Series 2019A Bonds” and “SOURCES AND USES OF FUNDS — Plan of Refunding” herein.

The Series 2019 Bonds were sold through a competitive, electronic bidding process on January 15,2019 in
accordance with the terms of the Official Notices of Sale attached hereto as Appendix H.



The Authority

The Authority was created by the Act in 1963 to finance, design and construct residential, dining, parking,
athletic, cultural, healthcare, and other revenue-producing facilities for the Massachusetts state colleges, which
include the public institutions of higher education in the state university segment and the community college
segment. The state university segment includes: Bridgewater, Fitchburg, Framingham, Salem, Westfield and
Worcester State Universities, Massachusetts College of Liberal Arts, Massachusetts College of Art and Design, and
Massachusetts Maritime Academy. The community college segment includes: Berkshire, Bristol, Bunker Hill, Cape
Cod, Greenfield, Holyoke, Massachusetts Bay, Massasoit, Middlesex, Mount Wachusett, North Shore, Northern
Essex, Quinsigamond, Roxbury, and Springfield Technical Community Colleges. The Series 2019 Bonds, the Trust
Agreement and the Contract relate only to the state university segment. Authority financings for the community
college segment are undertaken under an entirely separate credit structure.

The Authority’s residence halls portfolio currently has capacity for approximately 16,900 students in
55 residential complexes. These facilities house approximately 41% of the undergraduate student population and
comprise approximately 4.4 million square feet of space on the nine State University campuses. There are no
residence halls on the Community College campuses. See “THE AUTHORITY” herein.

Fitchburg State

Massachusetts College of
Liberal Arts

Salem State

Massachusetts College of Art and Design

Framingham State

‘Westfield State

Worcester State

Bridgewater State

Massachusetts
Maritime Academy

Purpose and Content of Official Statement

This Official Statement describes the terms and use of proceeds of, and security for, the Series 2019 Bonds.
This introduction is subject in all respects to the additional information contained in this Official Statement,
including Appendices A through H. All descriptions of documents contained herein are only summaries and are
qualified in their entirety by reference to each such document.

Appendix E attached hereto contains the proposed form of legal opinions of Bond Counsel with respect to
the Series 2019 Bonds. Appendix F attached hereto contains the proposed form of the Authority’s continuing
disclosure undertaking to be included in the form of the Series 2019 Bonds to facilitate compliance by the
underwriters of the Series 2019 Bonds with the requirements of paragraph (b)(5) of Rule 15¢2-12 of the Securities
and Exchange Commission. Appendix G attached hereto contains a listing of the bonds expected to be refunded with
the proceeds of the Series 2019B Bonds. Appendix H attached hereto contains the Official Notices of Sale with respect
to the Series 2019 Bonds.



THE SERIES 2019 BONDS
General

The Series 2019 Bonds will be issued as fully registered bonds in the aggregate principal amounts as set
forth on the inside cover page hereof, will be dated the date of delivery and will bear interest from that date to their
respective maturities as set forth on the inside cover page hereof, subject to redemption as described below.
Ownership interests in the Series 2019 Bonds will be available in denominations of $5,000 and integral multiples
thereof. Interest on the Series 2019 Bonds will be payable on each May 1 and November 1, commencing November
1, 2019 with respect to the Series 2019A Bonds and May 1, 2019 with respect to the Series 2019B Bonds.

So long as Cede & Co. is the registered owner of the Series 2019 Bonds, all payments of principal and
interest on the Series 2019 Bonds are payable by wire transfer by the Trustee to Cede & Co. as nominee for The
Depository Trust Company (“DTC”), New York, New York, which will, in turn, remit such amounts to the DTC
Participants for subsequent disposition to Beneficial Owners. See Appendix C “Book-Entry Only System” herein.

Redemption Provisions

Optional Redemption of the Series 2019 Bonds.

The Series 2019 Bonds maturing on or after May 1, 2029 are subject to redemption, at the option of the
Authority, in whole or in part at any time, on any date on or after November 1, 2028 and in such order of maturity as
may be directed by the Authority, at the Redemption Price equal to 100% of the principal amount of such Series
2019 Bonds or portions thereof to be redeemed, plus accrued interest to the redemption date.

Sinking Fund Redemption of the Series 2019B Bonds.

The Series 2019B Bonds maturing May 1 of the years 2037, 2039 and 2041 are subject to mandatory sinking
fund redemption and shall be redeemed prior to their stated maturity, from Sinking Fund Installments, payable on
the dates and in the amounts set forth below, at a price of 100% of the principal amount of such Series 2019B Bonds
called for redemption, plus accrued interest to the redemption date as follows:

Series 2019B Bonds Maturing May 1, 2037

Date (May 1) Amount
2036 $2,815,000
2037" $2,925,000
* Maturity

Series 2019B Bonds Maturing May 1, 2039

ate a mount
Date (May 1) A
2038 $3,045,000
2039" $3,170,000
* Maturity

Series 2019B Bonds Maturing May 1, 2041

Date (May 1) Amount
2040 $3,295,000
2041* $3,430,000
* Maturity

The Authority is entitled to reduce its mandatory sinking fund redemption obligation in any year with
respect to the Series 2019B Bonds by the principal amount of any Series 2019B Bonds previously purchased or
optionally redeemed by the Authority.

Notice of Redemption. The Trustee is required to give notice of redemption of any Series 2019 Bonds,
specifying, among other things, the date of redemption, the portions of the principal amounts thereof to be redeemed
and the redemption price, by mailing, postage prepaid, not more than 45 days nor less than 30 days prior to the




redemption date, copies thereof to the registered holder of any Series 2019 Bonds, or portions thereof, to be

redeemed.

Notice having been given as specified above, the Series 2019 Bonds so called for redemption shall be due
and payable on the redemption date, interest from and after such date shall cease to accrue thereon and such Series
2019 Bonds shall cease to be entitled to any security under the Trust Agreement except as to payment from funds set
apart therefor of the redemption price and interest accrued to the date of redemption. The mailing of notice of
redemption shall not be a condition precedent to redemption, and failure to mail any such notice to any particular
registered holder or any defect therein shall not affect the validity of the proceedings for the redemption of any other

Series 2019 Bonds.

SOURCES AND USES OF FUNDS

The proceeds from the sale of the Series 2019 Bonds are expected to be applied as follows (rounded to the

nearest dollar):

Series Series
2019A 2019B
Sources of Funds Bonds Bonds
Par AMOUNT .........ooeiiiiiiicieeeeeeeeeeee e $15,440,000 $52,355,000
Net original issue premium ..........cceceeveereeeeennenne. 1,162,653 889.674
TOtAL ..o $16,602,653 $53.244.674
Uses of Funds
Deposit to Project Fund............cocevvevieveiiviienenne. $15,800,000
Deposit to Debt Service Fund (capitalized
INEETEST) Leoeriiiiieeiiieciie ettt 625,955
Deposit to Refunding ESCrow .........cccoccvvvevevennne. — $52,457,602
Underwriters’ discount and costs of issuance........ 176,698 787,072
TOtAL ..o $16,602,653 $53,244,674

Application of Proceeds of the Series 2019A Bonds

Total

$67,795,000
2,052,327
$69,847,327

$15,800,000

625,955

52,457,602
963,770
$69,847,327

The proceeds of the Series 2019A Bonds deposited to the Project Fund are expected to be used in the

following approximate amounts:

Campus Project Description

Series 20194 Project Fund

Fitchburg Residence Hall Renewal and Adaption
Fitchburg Residence Hall Renewal and Adaption
Fitchburg Holmes Hall Dishroom Improvements
Fitchburg Recreation Center Roof
Framingham Student Activity Facility Improvements
Mass. College of Liberal Arts Athletic Facility Improvements
Salem Residence Hall Renewal and Adaption
Total
Plan of Refunding

Amount

$3,500,000
500,000
1,500,000
1,100,000
1,300,000
1,000,000
6.900.000
$15,800,000

The proceeds of the Series 2019B Bonds, together with certain earnings thereon and certain moneys made
available by the Authority, will be used to refund the Bonds listed in Appendix G (the “Refunded Bonds™) and to
pay costs of issuance of the Series 2019B Bonds. Such proceeds will be deposited in accounts of the refunding trust
fund held by U. S. Bank National Association, Boston, Massachusetts, as refunding trustee, in amounts which will
be invested in Defeasance Obligations. According to the report described in “VERIFICATION OF MATHEMATICAL
CALCULATIONS,” such investments will mature at such times and earn interest in such amounts that, together with



any initial cash deposits, will produce sufficient moneys to provide for the payment of principal of and redemption
premium, if any, and interest on the Refunded Bonds. The refunding is contingent upon the delivery of the
Series 2019B Bonds.

SECURITY FOR AND SOURCE OF PAYMENT OF THE BONDS

General

The following summary of the security for the Series 2019 Bonds is qualified in its entirety, and reference
is hereby made to Appendix D hereto and to the Trust Agreement and the Contract which set forth in further detail
the provisions relating to the security for the Series 2019 Bonds.

The Series 2019 Bonds will be issued pursuant to the Act and under the Trust Agreement. The Series 2019
Bonds are special obligations of the Authority payable solely from the Revenues and Pledged Funds provided under
the provisions of the Act, the Trust Agreement and the Contract, subject only to the provisions of the Trust
Agreement regarding the application of Revenues and Pledged Funds.

Pursuant to the Trust Agreement, the Authority has covenanted to fix, revise and adjust fees, rents, rates
and other charges for the use of its projects in accordance with the Trust Agreement to assure the timely payment of
debt service on the Bonds and to meet all other requirements with respect to such Bonds. See “Rate Covenant,”
below. The Trust Agreement assigns to the Trustee all rights of the Authority under the Contract to receive
Revenues payable to the Authority thereunder and pledges the Revenues to the Trustee for the benefit of the Owners
of the Bonds.

Bonds

In March, 2003, the Authority amended and restated the Trust Agreement and defeased all of the bonds
previously issued under the Trust Agreement except for certain senior-lien Commonwealth-guaranteed bonds that
are no longer outstanding. The Series 2019 Bonds will be the twenty-third series of Bonds issued by the Authority
since March, 2003 that are secured by a parity lien on the Revenues of the Authority. Such Bonds, together with
bonds to be issued in the future on parity with the Bonds under the Trust Agreement, are referred to herein as
“Bonds.”

After the issuance of the Series 2019 Bonds, there will be approximately $1.22 billion of Bonds
outstanding.

All Bonds are special obligations of the Authority payable solely from the Revenues and Pledged Funds
provided under the provisions of the Act, the Trust Agreement and the Contract, subject only to the provisions of the
Trust Agreement regarding the application of Revenues and Pledged Funds.

The Series 2019 Bonds, the Trust Agreement and the Contract relate only to the state university segment.
Authority financings for the community college segment are undertaken under an entirely separate credit structure.

Pledge of Revenues

Under the Trust Agreement, the Authority has pledged as security for the Bonds (i) all Revenues, (ii) all
moneys and securities on deposit in all funds and accounts created under the Trust Agreement (except moneys or
securities in the Operating Fund and the Rebate Fund), (iii) all Pledged Funds and (iv) all rights of the Authority under
the Contract to receive all Revenues and Pledged Funds payable to the Authority and pledged under the Trust
Agreement.

The term “Revenues” is defined in the Trust Agreement to include the following: (i) all moneys received by
the Authority in payment of fees, rents, rates and other charges for the use and occupancy of, and for the services
and facilities provided by any Project, including, without limitation, the moneys which the BHE is required to remit
to the Authority under the Contract and all other income derived by the Authority from the operation, ownership or
control of the Projects and (ii) any other amounts designated as Revenues under the Contract. The term “Revenues”
does not include Pledged Funds.



Flow of Funds

The Trust Agreement provides that the Authority shall promptly deposit all Revenues, except earnings on
investment of the funds and accounts held under the Trust Agreement, into the Revenue Fund to be applied as
follows on the last business day of each February and on each October 10 (or the next preceding business day, if
October 10 is not a business day):

First, to the Debt Service Fund, an amount which, when added to other amounts on deposit in
such Fund and available for such purpose, including amounts in any capitalized interest account that may
have been established by the applicable Supplemental Trust Agreement, will equal the interest to become
due and payable on Outstanding Bonds on the next interest payment date and any Principal Installment to
become due and payable on Outstanding Bonds on or before the next date (within the next twelve months)
on which such Principal Installment is payable (and if the amount on deposit in the Debt Service Fund shall
be less than such required amount, the Trustee shall notify the Authority and the BHE in writing of the
amount of the deficiency and request payment of such amount pursuant to the Contract);

Second, to the Debt Service Reserve Fund, an amount which, together with the amounts on deposit
therein, will equal the Debt Service Reserve Fund Requirement;

Third, to the Authority for deposit in the Operating Fund, the amount directed to be deposited
therein by an Authorized Officer of the Authority for the purposes of paying Operating Expenses;

Fourth, to the Authority for deposit in the System Projects Capital Improvement Reserve Account
or one or more Campus Project Capital Improvement Reserve Accounts in the Capital Improvement
Reserve Fund, the amount, if any, directed in writing to be deposited therein by an Authorized Officer of
the Authority; and

Fifth, to the Authority for deposit in the Multipurpose Reserve Fund, the amount, if any, directed
in writing to be deposited therein by an Authorized Officer of the Authority.

Any balance remaining in the Revenue Fund following the above payments shall be retained in the
Revenue Fund to be available for payments therefrom.

Rate Covenant

Pursuant to the Trust Agreement, the Authority covenants to fix, revise, adjust and collect fees, rents, rates
and other charges for the use of the Projects of the Authority at least sufficient, with other available funds, to pay or
provide for, as the same become due or are payable, (i) all Operating Expenses of the Projects, (ii) all payments of
the Principal Installments and Redemption Price of and interest on Outstanding Bonds allocable to the Projects,

(iii) all amounts payable to the Debt Service Reserve Fund and allocable to the Projects and (iv) all other amounts
that the Authority may by law or contract be obligated to pay from Revenues allocable to the Projects. When fixing
fees, rents, rates and other charges for the State Universities pursuant to the Trust Agreement, the Authority is
required, insofar as consistent with the rate covenant, to maintain reasonable uniformity of charges for like rooms or
other accommodations, facilities and services at the State Universities whether or not contained in or provided by a
Project of the Authority. To the extent the Act requires the approval of the BHE for the fixing, revision or
adjustment of fees, rents, rates or other charges by the Authority, the Authority also covenants to use its best efforts
to obtain such approval.

Under the Act and the Contract, in the event that the BHE does not approve the Authority’s proposed
schedule of fees, rents, rates and charges by March 31 of a particular year and if the BHE has not proposed an
alternative schedule of fees, rents, rates and charges by March 1 in such year that will produce sufficient revenues to
pay debt service and other costs described above, the Authority may proceed to fix fees, rents, rates and other
charges without BHE approval if necessary to provide sufficient revenues to pay debt service and such other
required costs described above. See “SECURITY FOR AND SOURCE OF PAYMENT OF THE BONDS — The Contract;
Annual Budget and the Fixing of Rents and Fees” and “THE BOARD OF HIGHER EDUCATION.”



Debt Service Reserve Fund

The Trust Agreement establishes a Debt Service Reserve Fund as security for all Bonds and requires it to
be funded in an amount equal to the Debt Service Reserve Fund Requirement. The term “Debt Service Reserve Fund
Requirement” means as of any date of calculation, an amount equal to the least of (i) 10% of the aggregate original
net proceeds from the sale of all Bonds Outstanding, (ii) 125% of average annual Debt Service on all Bonds
Outstanding and (iii) the maximum amount of Debt Service due in any future Fiscal Year on all Bonds Outstanding.
After the issuance of the Series 2019 Bonds, the amount on deposit in the Debt Service Reserve Fund will be equal
to the Debt Service Reserve Requirement. In lieu of depositing cash to the Debt Service Reserve Fund, the Authority
may fund all or a portion of the additional amount required to be deposited into the Debt Service Reserve Fund with
a surety bond, an insurance policy, a letter of credit or another similar obligation (and may replace such surety bond,
insurance policy, letter of credit or similar obligation from time to time) providing for payments in an amount equal
to the difference between the Debt Service Reserve Fund Requirement and the sums, if any, on deposit in the Debt
Service Reserve Fund at the time it is proposed to deposit a surety bond, or other like instrument, into the Debt
Service Reserve Fund.

The Twenty-Seventh Supplemental Trust Agreement dated as of December 1, 2014 contains an
amendment to the Trust Agreement eliminating the Debt Service Reserve Fund Requirement by reducing the
amount of the Requirement to zero. The amendment will become effective when approved by the Owners of a
majority of the aggregate principal amount of the Bonds outstanding. Owners of the following Bonds were
deemed to have consented to the amendment on behalf of themselves and all subsequent Owners of such
Bonds: Project Revenue Bonds, Series 2014B (Green Bonds); Project Revenue Bonds, Series 2014C;
Refunding Revenue Bonds, Series 2014D; Project Revenue Bonds, Series 2015A; Refunding Revenue Bonds,
Series 2016A; Project Revenue Bonds Series 2017A; Project Revenue Bonds, Series 2017A; Project Revenue
Bonds, Series 2017B; Project Revenue Bonds, Series 2017C (Federally Taxable); and Refunding Revenue
Bonds, Series 2017D. The amendment is expected to be consented to by the Owners of the Series 2019 Bonds
and by the Owners of all Bonds issued after the Series 2019 Bonds until the amendment becomes effective.
Following the issuance of the Series 2019 Bonds, the Authority estimates that the Owners of approximately
42% of the aggregate principal amount of Bonds outstanding will have consented or been deemed to have
consented to the amendment.

By their acceptance of the Series 2019 Bonds, the Owners thereof agree to all of the terms of the
Trust Agreement as currently in effect and to the amendment reducing the amount of the Debt Service
Reserve Fund Requirement to zero.

See “SUMMARY OF LEGAL DOCUMENTS — Summary of the Trust Agreement; Debt Service Reserve Fund”
in Appendix D.

Other Reserves

The Trust Agreement also establishes a Capital Improvement Reserve Fund and a Multipurpose Reserve
Fund. Moneys on deposit in the Capital Improvement Reserve Fund and the Multipurpose Reserve Fund are
available to pay debt service on Bonds. The Contract requires each State University to maintain an operating reserve
within the trust fund for the Projects on its campus to provide for extraordinary and unexpected operating,
maintenance and repair costs for its Projects. See “SECURITY FOR AND SOURCE OF PAYMENT OF THE BONDS — The
Contract; Trust Funds and Reserves of State Universities.” See also “SUMMARY OF LEGAL DOCUMENTS — Summary
of the Trust Agreement; Capital Improvement Reserve Fund” and “SUMMARY OF LEGAL DOCUMENTS — Summary of
Contract for Financial Assistance, Management and Services; Operating Reserves” and “SUMMARY OF LEGAL
DOCUMENTS — Summary of Contract for Financial Assistance, Management and Services; Capital Improvement
Reserve Accounts” in Appendix D.

Capital Improvement Reserve Fund. The Trust Agreement establishes the Capital Improvement Reserve
Fund, including the following accounts within such fund: the “System Projects Capital Improvements Reserve
Account” and separate “Campus Project Capital Improvements Reserve Accounts” for each State University at
which a Campus Project is located. The Capital Improvement Reserve Fund is funded from amounts required by the
Contract to be deposited by the State Universities at the times specified by the Authority’s annual operating budget,
which is required by the Contract to be submitted to the BHE by February 1 of each year (the “Annual Budget”).




The Authority may apply amounts in the System Projects Capital Improvement Reserve Account to Project Costs of
any System Project and may apply amounts in a Campus Project Capital Improvement Reserve Account to Project
Costs of any Campus Project located at the State University to which said account relates. The Authority may, in its
discretion, transfer amounts in the Capital Improvement Reserve Fund to the Trustee for deposit in the Revenue
Fund or the Multipurpose Reserve Fund. Under the Trust Agreement, the Authority has covenanted to cause its
architects and engineers to make regular inspections of the Authority’s Projects and periodically to assess the state
of repair of the Projects. If the Authority’s architects and engineers find that any of the Projects has not been
maintained in good repair, the Authority has further covenanted that it will, to the extent consistent with sound
business judgment, restore such Project to good repair as expeditiously as practicable and will make adequate
provision therefor in its capital improvements budget.

System Projects Capital Improvements Reserve Account. “System Projects” are projects financed with
Bonds issued before 1998. Amounts held in the System Projects Capital Improvements Reserve Account are
maintained to make Capital Improvements to System Projects. Under the Contract, the System Projects Capital
Improvements Reserve Account requirement for each fiscal year is an amount equal to 7.5% of the total Revenues
collected with respect to System Projects during the prior fiscal year or such greater amount as may be specified by
the Authority’s Annual Budget as being required by the Trust Agreement to be so deposited.

Campus Project Capital Improvements Reserve Accounts. “Campus Projects” are projects financed and
those to be financed in the future with Bonds issued after 1998. Amounts held in each Campus Project Capital
Improvements Reserve Account are maintained to make Capital Improvements to Campus Projects. Separate
Campus Project Capital Improvements Reserve Accounts are held by the Trustee for each State University at which
a Campus Project is located. Under the Contract, commencing with the second full fiscal year after completion of a
Campus Project (with the exception of non-residential Projects for which the requirement has been waived), each
applicable State University is required to pay to the Trustee for deposit in the applicable Campus Project Capital
Improvements Reserve Account the greater of the amount specified in the Authority’s Annual Budget as being
required by the Trust Agreement to be so deposited or an amount not less than the following percentages of
Revenues collected with respect to each such Campus Project during the prior fiscal year: (i) in the second fiscal
year after completion of the Campus Project, and in each of the next seven fiscal years, 2.5%, (ii) in each of the next
five fiscal years, 5%, and (iii) in each year thereafter, 7.5%.

Multipurpose Reserve Fund. The Multipurpose Reserve Fund is funded from the Revenue Fund at the
discretion of the Authority to the extent provided in any Supplemental Trust Agreement or as directed in a certificate
of an Authorized Officer of the Authority. Amounts not subject to the lien of the Trust Agreement may be deposited
by the Authority in the Multipurpose Reserve Fund at any time. In recent years, the Multipurpose Reserve Fund has
been funded at $400,000 per year from assessments on System Projects. The Authority may apply amounts in the
Multipurpose Reserve Fund to any lawful purpose.

Campus Project Operating Reserves. The Contract requires each State University with a Campus Project
(with the exception of non-residential Projects for which the requirement may be waived) to maintain within its trust
fund for the Projects a minimum balance as an operating reserve. See “SECURITY FOR AND SOURCE OF PAYMENT OF
THE BONDS — The Contract; Trust Funds and Reserves of State Universities.” Pursuant to the Authority’s Annual
Budget, and at such time or times in each fiscal year as may be specified in the Annual Budget, commencing with
the second full Fiscal Year after completion of a Campus Project, the applicable State University is required to add
to the balance in such trust fund held as an operating reserve the amount, if any, necessary to cause such reserve
amount to equal the following percentages of the operating expenses for the Campus Project for the fiscal year prior
to the year in which the deposit is to be made: (i) in the second full fiscal year after completion of the Campus
Project, 1%, (ii) in the third year, 2%, (iii) in the fourth year, 3%, (iv) in the fifth year, 4%, and (v) in the sixth year
and thereafter, 5%.

Moneys held in the operating reserve may be expended by a State University for the payment of
extraordinary and unexpected operating, maintenance and repair costs or to meet budgetary shortfalls with respect to
the applicable Campus Project resulting from an unexpected decline in use of the Campus Project, damage to or
destruction of a portion of the Campus Project or any other unexpected occurrence with respect to the Campus
Project. Moneys withdrawn from the operating reserve must be replenished by the State University by the end of the
next fiscal year after such withdrawal, in addition to the annual deposits described above.



The Contract

The Authority and the BHE have entered into the Contract in order to provide Revenues and Pledged Funds
for the payment of debt service on the Bonds. The BHE, acting in the name of the Commonwealth, is authorized by
the Act to enter into the Contract and to offer the services of the various State Universities. The Trust Agreement
assigns to the Trustee all rights of the Authority under the Contract to receive Revenues payable to the Authority
thereunder.

Annual Budget and the Fixing of Rents and Fees. The Contract requires the Authority to submit its Annual
Budget to the BHE by February 1 of each year detailing, among other things, projected costs of operating,
maintaining and repairing the Projects, the Authority’s projected debt service costs, the Authority’s projected
operating and administrative costs, any projected required deposits to reserves, any projected payments to the
Commonwealth pursuant to the Act and any additional reserves the Authority may propose to create or augment
consistent with the Trust Agreement. The Contract also requires the Authority to include in its Annual Budget a
fixing of fees, rents, rates and other charges for the use of the Projects by the State Universities. The fees, rents, rates
and other charges for the use of the Projects are required to be sufficient, in the aggregate, together with other
available moneys, to cover all of the costs (including debt service) and transfers to reserves as aforesaid allocable to
the Projects. When fixing rents and fees in the case of a Campus Project that is not a Campus Residence Hall
Project, such fees, rents, rates and other charges are required by the Contract to be fixed so as to be sufficient, in the
aggregate, to cover all of the debt service and operating costs and transfers to reserves described above, provided
that, in the case of operating and maintenance costs, the fees, rents, rates and other charges need only be sufficient to
cover costs that are borne directly by the Authority. Under the Act and the Contract, the fixing or revision of fees,
rents, rates and other charges by the Authority requires the prior approval of the BHE. However, if the BHE does not
approve the Authority’s proposed schedule of fees, rents, rates and charges by March 31 in a particular year and if
the BHE has not proposed an alternative schedule of fees, rents, rates and charges by March 1 in such year that will
produce sufficient revenues to pay debt service and other required costs described above, the Authority may proceed
to fix fees, rents, rates and other charges without BHE approval if necessary to provide sufficient revenues to pay
debt service and other required costs as described above. Under the Contract, the State Universities remain
responsible for collecting rents and for the day-to-day operation of the Authority’s projects, though the Authority
reserves the power to contract with third parties for the operation of particular Projects.

Pledged Funds. As additional security for all Bonds, the BHE under the Contract pledges a portion of each
State University’s non-appropriated funds or other revenues legally available to the State University, including
without limitation tuition, fees and other charges (the “Trust Funds”) in an amount equal to 25% of the average
annual aggregate debt service costs allocable to such State University’s Projects. The aggregate amount of Trust
Funds of a particular State University that are pledged are referred to herein as the “Pledged Trust Funds” of the
State University. As of June 30, 2018, the aggregate amount of Pledged Trust Funds pledged by the various State
Universities ranged from $438,000 to $4.5 million.

The BHE under the Contract also pledges the entirety of the annual appropriations made by the Legislature
on behalf of each State University (“Pledged Appropriations”) to secure Bonds. The pledge of appropriations and
the payment mechanisms associated with it are sometimes referred to as an “appropriation intercept.” See
“SECURITY FOR AND SOURCE OF PAYMENT OF THE BONDS — Commonwealth Appropriation Intercept.” Pledged Trust
Funds and Pledged Appropriations are collectively referred to herein as “Pledged Funds.”

The Contract requires the BHE to make payments from Pledged Funds if and to the extent Revenues related to
a particular State University and other moneys received by the Authority or otherwise available pursuant to the Trust
Agreement in connection with the Projects of such State University are insufficient to pay debt service on the Bonds
allocable to such Projects and the Authority’s expenses in connection with such Bonds or such Projects. Upon receipt
from the Authority or the Trustee of notice of any such insufficiency relating to a particular State University, the BHE
is required, as promptly as practicable, to pay to the Trustee, or to cause the applicable State University to pay to the
Trustee, from the Pledged Funds of such State University the amount of such insufficiency. Pledged Funds may also
be used to replenish the Debt Service Reserve Fund in the event of a withdrawal precipitated by such a deficiency.
The Pledged Trust Funds of one State University may not be used to make payments on behalf of any other State
University. However, if the Pledged Trust Funds of the applicable State University have been exhausted and the
Pledged Appropriations of such State University are insufficient to cover the insufficiency, the BHE is required to pay
to the Trustee, or cause the Trustee to be paid, the amount of the remaining insufficiency from the Pledged



Appropriations of all of the State Universities, ratably, according to the percentage of outstanding Bonds then allocable
to each particular State University. In order to comply with the provisions of the Contract or to effectuate the pledge of
Pledged Funds, the BHE is required to take all actions necessary or desirable to effectuate transfers from funds made
available for expenditure on behalf of an applicable State University pursuant to an appropriation or other spending
authorization in the Commonwealth’s annual operating budget, including supplemental and deficiency budgets.

Under the Contract, the BHE and/or any State University is permitted to grant a lien on Pledged Funds on a
parity with the pledge made to the holders of the Bonds if the BHE or the applicable State University, as the case
may be, certifies in writing to the Authority that the total revenues available for expenditure by the applicable State
University during each of the three most recently completed fiscal years (including the Pledged Funds, but excluding
any Revenues, in respect of such State University) were not less than 200% of the maximum annual debt service
requirements on all outstanding debt obligations allocable to such State University, all other outstanding debt
obligations issued by the Authority to finance or refinance Projects for such State University and any debt obligation
being issued in connection with the creation of such parity pledge.

The Contract requires the Authority to keep an accurate account of the sufficiency of available funds to pay
debt service on its outstanding indebtedness, including without limitation Pledged Funds and to provide the BHE
and the Comptroller with reports as to the sufficiency of available funds to pay debt service no later than
September 30, in the case of payments due November 1, and no later than January 31, in the case of payments due
May 1. See “SECURITY FOR AND SOURCE OF PAYMENT OF THE BONDS — Commonwealth Appropriation Intercept.” If
such report is not received by the Comptroller during the month of September or January, as the case may be, the
Contract requires the Comptroller to prevent any amounts from being expended from the appropriations account of
any State University until such time as the Comptroller has determined whether there is an insufficiency of available
funds to pay debt service. If such report indicates that there is an insufficiency of funds available to pay debt service,
or if, in the absence of a report, the Comptroller ascertains that there is such as insufficiency, the Comptroller shall,
within five days, but not later than the last business day in February (in the case of a May 1 debt service payment) or
October 10 (in the case of a November 1 debt service payment), transfer amounts, without further allotment, from the
appropriation account of one or more State Universities, as appropriate, to cure such insufficiency in accordance with
the provisions of this section.

See Appendix D — “SUMMARY OF LEGAL DOCUMENTS — Summary of Contract for Financial Assistance,
Management and Services; Payments from Pledged Funds.”

Trust Funds and Reserves of State Universities. The Contract requires each State University to hold all
revenues derived from Projects separate and apart from all other moneys and to deposit all revenues derived from
Projects into a trust fund held by such State University. State Universities that have Campus Projects also are
required, pursuant to the Contract, to maintain a minimum balance as an operating reserve within such trust fund.
See “SECURITY FOR AND SOURCE OF PAYMENT OF THE BONDS — Other Reserves; Campus Project Operating
Reserves.” Such trust funds are held by the State Universities in trust for the Authority and are distinct from the
Pledged Trust Funds described above which consist of the State Universities’ own assets and which are pledged as
additional security for the Bonds. Such trust funds are accounted for in the financial statements of the individual
State Universities and not in the financial statements of the Authority.

The Contract also requires each State University to make a deposit into the Capital Improvement Reserve
Fund held under the Trust Agreement in the amount and at the times specified in the Authority’s Annual Budget.
See “SECURITY FOR AND SOURCE OF PAYMENT OF THE BONDS — Other Reserves; Capital Improvement Reserve
Fund” above.
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Commonwealth Appropriation Intercept

As additional security for all Bonds, the Act and the Contract provide for an intercept of legislative
appropriations to the State Universities, if the Authority lacks sufficient funds to pay debt service. See “SECURITY
FOR AND SOURCE OF PAYMENT FOR THE BONDS — The Contract; Pledged Funds.”

The Authority is required to keep an accurate account of the sufficiency of available funds to pay debt
service on its outstanding indebtedness, including without limitation Pledged Funds, and to provide the BHE and the
Comptroller with reports as to the sufficiency of available funds to pay debt service no later than September 30, in
the case of payments due November 1, and no later than January 31, in the case of payments due May 1. If such
report is not received by the Comptroller by September 30 or January 31, as the case may be, the Act requires the
Comptroller to prevent any amounts from being expended from the appropriation account of any State University
until such time as the Comptroller has determined whether there is an insufficiency of available funds to pay debt
service. If such report indicates or, in the absence of such report, if the Comptroller determines that such an
insufficiency exists, the Comptroller must transfer amounts, without further allotment, from such State University’s
appropriations account to cure such insufficiency within five days, but in any event no later than the applicable
deposit date (October 10 in the case of a November 1 debt service payment and the last business day of February in
the case of a May 1 debt service payment). If the Pledged Trust Funds of the applicable State University have been
exhausted and the Pledged Appropriations of such State University are insufficient to cover the insufficiency, the BHE
is required to pay to the Trustee, or cause the Trustee to be paid, the amount of the remaining insufficiency from the
Pledged Appropriations of all of the State Universities, ratably, according to the percentage of outstanding Bonds then
allocable to each particular State University.

In addition, the Trustee is required to give notice directly to the BHE and the Comptroller if there is an
insufficiency of funds on any such deposit date. See Appendix D — “SUMMARY OF LEGAL DOCUMENTS — Summary
of the Trust Agreement; Pledged Funds.”

Total Appropriations for the System of Public Higher Education. The following table sets forth
appropriation information for the system of public higher education for fiscal years 2009-2019. The Commonwealth
is not obligated to continue to appropriate such money on an annual basis, and the Legislature may fail to make or
may reduce appropriations in the future. Commonwealth appropriations for State Universities are disbursed evenly
throughout the year to cover payroll costs.

Remainder of Page Intentionally Left Blank
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Total Appropriations for the System of Public Higher Education
(Fiscal 2009 —2019)

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Bridgewater $39,535,289 $33,012,270 $36,796,245 $33,860,038 $33,860,038 $40,591,669 $40,591,669 $42,461,139 $43,592,400 $44,027,968  $45,569,315
Fitchburg 27,809,654 23,218,183 25,882,973 23,467,647 23,467,647 27,430,823 27,430,823 28,474,577 29,109,894 29,400,755 30,430,027
Framingham 24,852,111 20,748,941 23,130,332 21,266,256 21,466,256 24,964,332 25,164,332 26,466,879 27,637,347 27,913,495 29,890,701
Mass. College of Art 15,202,160 12,692,230 14,150,408 13,405,202 13,405,202 16,353,460 16,353,460 17,201,537 17,899,354 18,078,201 18,711,090
Mass. College of Liberal Arts 14,372,730 11,999,050 13,376,973 12,559,859 12,559,859 14,779,296 14,779,296 15,523,258 16,233,085 16,319,534 16,888,607
Mass. Maritime Academy 14,077,588 11,753,330 13,102,278 12,330,691 12,330,691 14,734,703 14,734,703 15,541,878 16,344,745 16,344,745 16,929,177
Salem 39,824,815 33,249,600 37,065,712 34,614,021 34,614,021 41,482,180 41,482,180 43,129,420 44,004,594 44,444,281 46,000,203
Westfield 23,222,725 19,388,572 21,587,980 20,139,642 20,139,642 24,829,786 24,829,786 26,034,463 26,875,492 27,094,027 28,117,028
Worcester 23,668,255 19,760,543 22,028,495 19.941,794 19,941,794 24,128,143 24,128,143 25,276.495 26,368,898 26,632,372 27,564,727
Total State Universities 222,565,327 185,822,719 207,121,396 191,585,150 191,785,150 229,294,392 229,694,392 240,109,646 248,065,809 250,257,396 260.,100.875
Community Colleges 244,355,162 204,012,305 227.424.464 208,154,311 208,154,311 225,670,016 249,348.859 260,880,694 271,266,283 276,593,627 284,643,883
University of Massachusetts 492,251,998 411,898,263 464.575.067 422,761,193 418,107,753 478,891,873 519,005,373 537,807,373 509,492.447 515,460,371  522.557.080
Total $959,172,487  $801,733,287  $899,120,927  $822,500,654  $818,047,214  $933,856,281 $998,048,624  $1,038,797,713  $1,028,824,539  $1,042,311,394 $1,067,301,838

Source: Commonwealth of Massachusetts enacted budget, as summarized for the current fiscal year at http://www.mass.gov/bb/gaa/fy2019.
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THE AUTHORITY
General

The Authority was created in 1963 as a body politic and corporate and a public instrumentality placed in
the Commonwealth’s Department of Education, but not subject to the supervision or regulation of that Department
or of any other department, commission, board, bureau or agency of the Commonwealth except as specifically
provided in the Act.

The Authority was established for the general purpose of aiding and contributing to the performance of the
educational and other purposes of the Massachusetts state colleges by providing dormitories, dining commons and
other buildings, structures and facilities designed primarily for housing, feeding, medical care, parking, athletics and
cultural and extracurricular and other student life activities and services primarily (i) for the use of the colleges, their
students, staff and their dependents, (ii) for lease to or use by an organization or association of students or others, the
activities of which are a part of the activities at one or more state colleges and subject to regulation by the BHE, or
(iii) for lease to or use by any other entity the activities of which are approved by the BHE as furthering the purposes
of one or more of the state colleges. Under the Act, the term “state colleges” includes the public institutions of
higher education in the state university segment and the community college segment. The state university segment
includes: Bridgewater, Fitchburg, Framingham, Salem, Westfield and Worcester State Universities, Massachusetts
College of Liberal Arts, Massachusetts College of Art and Design, and Massachusetts Maritime Academy. The
community college segment includes: Berkshire, Bristol, Bunker Hill, Cape Cod, Greenfield, Holyoke,
Massachusetts Bay, Massasoit, Middlesex, Mount Wachusett, North Shore, Northern Essex, Quinsigamond,
Roxbury, and Springfield Technical Community Colleges. The Series 2019 Bonds, the Trust Agreement and the
Contract relate only to the state university segment. Authority financings for the community college segment are
undertaken under an entirely separate credit structure.

Under the Act, the Authority must obtain a written request made by authority of the BHE and written
approval from the Commonwealth’s Secretary of Administration and Finance and Commissioner of Higher
Education before initiating a project. The Act also requires the Authority to obtain the written approval of the BHE
prior to refunding any of its outstanding bonds or notes.

The Authority is empowered, among other things, to acquire, construct, remove, demolish, add to, alter and
do other work upon any building or structure and to provide and install furnishings, furniture, equipment and other
facilities therein. The Act authorizes the Authority, among other things, to acquire property from the
Commonwealth or others (but the Authority has no eminent domain power), to rent or lease as lessor or lessee any
portion of a project, to operate projects, to employ experts and other persons, to enter into contracts, to borrow
money to finance and refinance projects it undertakes and to issue and sell its revenue bonds and notes therefor
payable solely from its revenues.

The Act does not limit the amount of debt of the Authority that may be issued or outstanding. The Act
requires approval by the Treasurer and Receiver-General of the Commonwealth and the Secretary of Administration
and Finance of the Commonwealth of the sale and terms of bonds or notes sold by the Authority.

Members, Officers and Staff

The Authority consists of nine members appointed by the Governor of the Commonwealth, three of whom
are to be appointive members of the BHE. Pursuant to the Act, each member continues in office for a term expiring
on June thirtieth in the sixth calendar year after the calendar year in which the term of office of such member began,
except that a person appointed to fill a vacancy in any such membership shall serve only for the unexpired term.
Members serve until a successor is appointed and qualified. The members of the Authority are sometimes referred to
as the Authority’s board. The Authority annually elects a chairman and vice-chairman from its members and also
elects a secretary-treasurer and may elect an assistant secretary-treasurer, neither of whom need be a member. There
are currently two vacancies. The present members of the Authority are listed below.
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David A. Ellis, Chair (member since 2008). Dr. Ellis is the Senior Vice President and Chief Financial
Officer of Becker College. He is a past Vice President of Administration and Finance of Emerson College, past
President, Vice President and Treasurer of Newbury College, past Vice President for Business and Financial Affairs
of Pine Manor College, and he was Dean of Students at Babson College. Dr. Ellis holds a Bachelor of Science
degree from the University of Miami, a Master of Education degree from the University of New Hampshire, a
Master of Business Administration degree from Babson College and a Doctorate from Boston College. He has held
positions of leadership in a number of professional organizations for student affairs, business and financial affairs,
athletics and risk management disciplines. He currently serves on the Board of Overseers for the Boys & Girls Clubs
of Boston and as the Chair of the Greater Boston Council of the American Diabetes Association.

John J. Burns (member since 2016). Mr. Burns is President of Black Brook Realty Corporation. He also
serves as Chairman, Board of Trustees, Milford Regional Medical Center, and is a member of the Boards of Trustees
of the Tri-County Medical Associates and of Salem State University, and of the Board of Overseers of Babson
College. He is also a past Chairman of the Hopkinton Chamber of Commerce, the Hopkinton Board of Assessors,
the Hopkinton Education Foundation, and the Milford Regional Healthcare Foundation, as well as a past member of
the Board of Directors for the Beacon Society of Boston, for the Strata Bank, for the Service Bank Corporation,
MHC, and for Marathon Mortgage. He is the current Corporator of the Middlesex Savings Bank and a past President
of the Crohn’s and Colitis Foundation New England Chapter. Mr. Burns holds a Bachelor of Science in Business
Administration from Salem State College.

Michael Fallon (member since 2017). Mr. Fallon, Chief Investment Officer of The Fallon Company, is
responsible for new acquisitions of real estate development and investment. Mr. Fallon brings expertise in real estate
development, permitting, acquisition, and financing, as well as experience with State and Federal regulatory agency
real estate and marine permitting. Previously, Mr. Fallon served as Materials Expediter and subsequently as an
Engineer for Turner Construction of Boston, involved in the scheduling, fabrication, and construction of all major
structural components. Mr. Fallon holds a Bachelor of Arts degree in International Relations and European
Business and Economics from Boston University, and a Masters Degree in Finance from Bentley University.

Rosalind Gorin (member since 2018). Ms. Gorin is the third generation to lead her family’s 105-year old
real estate company, HN Gorin, Inc., a real estate investment and development company that acquires, develops,
manages, and owns commercial, multi-family residential, industrial, and retail real estate.

James M. Karam (member since 2014). Mr. Karam is Vice President of First Bristol Corporation of Fall
River, Massachusetts, a firm that develops and manages large scale commercial real estate projects throughout New
England. Mr. Karam serves as President of the Board of Directors of the Fall River Boys and Girls Club, Treasurer
of the Board of Directors of the Fall River Office of Economic Development and board member of the Saint Anne’s
Hospital. He is a graduate of Providence College.

James A. Peyser (member since 2018). As Secretary of Education, Mr. Peyser directs the Executive Office
of Education. He is Governor Baker’s top advisor on education and helps shape the Commonwealth’s education
reform agenda. Prior to his appointment as Secretary, he served as the Managing Director at NewSchools Venture
Fund; as Chairman of the Massachusetts Board of Education; as advisor to Governors Bill Weld, Jane Swift and
Mitt Romney; and as Under Secretary of Education and Special Assistant to Governor Weld for Charter Schools. He
previously spent seven years as Executive Director of the Pioneer Institute for Public Policy Research. Secretary
Peyser holds a Master of Arts in Law and Diplomacy from The Fletcher School (Tufts University) and a Bachelor of
Arts from Colgate University.

Barbara Stern (member since 2018). Ms. Stern has spent her professional career leading transformation in
human resources, diversity and inclusion, talent management, and organizational development. She was Global
Director of Talent Management and Human Resources at McKinsey & Company through 2017; previously she
served as Chief of Staff for the CEO of Harvard Pilgrim Health Care.

In addition to its Executive Director, the Authority employs two registered architects and other capital
project and financial management personnel for the purpose of managing its overall affairs. The Authority’s staff, 14
in total, is responsible for management of facility planning, design and construction, strategic asset management,
financial management, including overseeing operating budgets and advising the Authority in connection with setting
rates and user fees, and implementing operating procedures. The present key staff members are listed below.
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Edward H. Adelman, F.A.1.A., Executive Director and Assistant Secretary-Treasurer. Mr. Adelman joined
the Authority as its Director of Capital Projects in 2002; in 2005, he was promoted to the position of Executive
Director, where he is responsible for managing the real estate portfolio of 55 residence halls that house 17,000
students on nine campuses, coordinating strategic and other planning to ensure future capacity and occupancy,
overseeing assessments and disbursements to service $1.3 billion of debt, and directing the issuance of new money
and refunding bonds. Since 1979, Mr. Adelman has managed capital project planning, design and construction for
public agencies and academic institutions, including Babson College, Brandeis University and Salem State
University. Mr. Adelman is a registered architect in Massachusetts and a member of the American Institute of
Architects, College of Fellows. He received a Bachelor of Architecture degree from Cornell University and a Master
of Architecture degree from Kent State University.

Janet L. Chrisos, Deputy Director. Ms. Chrisos joined the Authority in 2005 as Capital Projects
Coordinator having worked for the Authority as a consultant since 2003. In 2007, she was promoted to Director of
Capital Projects and then to Deputy Director in 2013. Ms. Chrisos manages the Authority’s project management
staff and all design and construction activities of the Authority from project planning through delivery. She is also
responsible for development of the multi-year integrated capital plan incorporating projected housing needs of the
nine state universities, anticipated facility renewal requirements and university capital improvement requests.

Ms. Chrisos has 30 years of construction project management experience as an employee for General Electric and as
a consultant to manufacturing, construction and higher educational clients, including Hewlett Packard and Salem
State University. She has a Bachelor of Science degree in mechanical engineering from the University of
Massachusetts.

Karol D. Ostberg, Chief Financial Officer. Ms. Ostberg joined the Authority in November, 2011. As Chief
Financial Officer, Ms. Ostberg is responsible for managing the Authority’s financial controls, accounting, reporting,
debt and rate-setting process and providing oversight and direction for the financial operations of the Authority.

Ms. Ostberg has over 30 years’ experience in the public finance field, most recently serving as the Commonwealth’s
Director of Capital Finance. Previously, she was the Director of Financial Planning at the San Francisco Public
Utilities Commission and Vice President in the public finance division at two investment banking firms.

Ms. Ostberg received a Bachelor of Arts degree from Denison University and a Master of Business Administration
degree from New York University.

The Authority also engages the services of several advisors, including Bowditch & Dewey, LLP, general
counsel; CohnReznick LLP, certified public accountants; and Darov & Associates, project counsel. Various
architects, engineers, project managers and cost estimators are engaged from time to time to assist in project
activities.

The Authority maintains offices at 253 Summer Street, Suite 300, Boston, Massachusetts 02210. The
Authority’s telephone number is (617) 542-1081; its website is www.mscba.org.

Authority Operations

The Authority’s principal operations consist of financing and constructing Projects at the State Universities
and overseeing their operation and maintenance. Under the Contract, each State University is required to operate and
maintain the Projects located on its campus and to keep them in good order and repair. The State Universities collect
rents and fees from students for the use of the Projects, procure all necessary equipment, materials and supplies, and
make necessary repairs. The Authority establishes the operating budget for each of its Projects, including the fees,
rents, rates and charges for their use, and maintains close oversight over the operations and maintenance of Projects.
Under the Contract, the Authority retains the right to contract directly with a third party to operate and maintain its
Projects, except for Projects with respect to which the Authority has neither legal title nor a leasehold interest. See
“SECURITY FOR AND SOURCE OF PAYMENT OF THE BONDS — Commonwealth-owned Projects.”

Each year the Authority sets the fees, rents, rates and other charges for the use of its Projects and approves
operating budgets for its Projects providing for the payment of all of the projected costs of operating and
maintaining the Projects, projected debt service costs, the Authority’s projected operating and administrative costs,
and any projected required deposits to reserves. Under the Act, the Authority’s fees, rents, rates and charges must be
sufficient to pay all costs of its Projects, including maintenance, operations, financing and administration (and the
funding of reserves and capital renewal). The annual setting of Project fees, rents, rates and charges is subject to the
approval of the BHE, but if the BHE does not approve the Authority’s proposed schedule of charges by March 31 of
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a particular year, the Authority may proceed to fix charges without BHE approval. See “SECURITY FOR AND SOURCE
OF PAYMENT OF THE BONDS — The Contract; Annual Budget and the Fixing of Rents and Fees” and “THE BOARD OF
HIGHER EDUCATION.”

The Authority regularly updates a strategic plan to determine the number, type and location of facilities to
support the State Universities, as well as a facility renewal plan to maintain quality facilities over time. Once the
need for a project is determined, the staff of the Authority oversees feasibility studies that determine the revenue and
expense associated with the construction and operation of the proposed facility. Once financial feasibility is
determined, the project is approved by the Authority and the BHE and a project manager on the staff of the
Authority is assigned to coordinate master planning and architectural design services. The planning and design
process is closely coordinated with a construction management firm to control budget and schedule. Detailed design
and construction site activity is managed through the use of an owner’s project manager, a qualified individual or
professional firm that provides quality control and assurance and assists in ensuring compliance with contract
documents, budget and schedule. Throughout the study, planning and construction period the Authority prepares
monthly reports to track the progress of each project which are reviewed by the design and construction committee
of the Authority board on a monthly basis and by the full board. After completion of a facility, the Authority
continues to assist with its operation and management through the review of occupancy reports, the preparation of
budgets, the development of rent assessments, the payment of debt service, the payment of insurance premiums and
the annual review of all facilities to schedule facility renewal projects.

Remainder of Page Intentionally Left Blank
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Management’s Discussion and Analysis

The following table sets forth the receipts and disbursements related to Authority Projects during fiscal
years 2014 through 2018. The table combines receipts and disbursements of the various State Universities and of the
Authority and, because it presents cash receipts and disbursements with no accruals of revenues or expenses, it has
not been prepared in a manner consistent with either the Authority’s or the State Universities’ financial statements,
which are prepared in accordance with generally accepted accounting standards.

Authority Project Receipts and Disbursements

Unaudited
Fiscal 2014 Fiscal 2015 Fiscal 2016 Fiscal 2017 Fiscal 2018
Actual Actual Actual Actual Actual
Combined Beginning Fund Balance® $47,984.159 $49.684.719 $47.303.136 $47.,757,671 $46.313.434
Building Receipts
Room rents 103,439,406 109,934,726 116,536,449 121,113,210 122,501,590
Non-residential Campus Project fees 15,182,066 18,480,995 23,219,679 23,456,102 23,026,494
Other Receipts 5,015,281 6,504,845 5,266,912 4,386,168 5.886.869
$123,636.753 $134,920.566 $145.,023,040 $148.955.480 $151,414.953
Other Receipts
Investment earnings 2,033,674 2,712,532 4,440,865 3,548,412 2,592,563
Transfers from Capitalized Interest Accounts 3,393,049 4,524,531 3,851,833 - -
State College contributions 1,400,315 1,035,739 1,074,697 1,025,564 1,247,564
Build America Bond Subsidy 2,190,999 2,189,322 2.200.,443 2.201.230 2.199.263
$9.018.037 $10.,462,124 $11,567.838 $6.775.206 $6,039.390
Total Receipts $132,654,790 $145,382,690 $156,590,878 $155,730,686 $157,454,343
Building Disbursements
Residence hall operations and staff®®) 22,166,018 23,719,167 24,687,442 26,177,347 23,726,189
Facility maintenance and repair® 8,685,307 9,456,905 9,784,550 8,317,741 10,827,303
Facility renewal 6,900,086 8,757,804 8,146,462 8,564,648 5,049,429
Utilities® 9,622,450 10,627,821 10,835,928 10,830,798 10,662,536
Administration® 1,034,917 2,101,922 585,777 1,424,856 988.293
$48.408.778 $54.663.619 $54.,040.159 $55,315.390 $51,253.750
Debt Service
Prior Bonds (allocated to System Projects) 7,336,875 8,344,770 272,825 - -
Parity Bonds 70,682,580 80,094.392 96,895.147 97.005.308 96,104,503
$78.019.455 $88.615.048 $97.167.972 $97.005.308 $96.104.503
Other Disbursements
Authority operating expenses and insurance 2,525,997 2,720,511 2,860,377 2,834,299 3,539,423
Housing Grant Scholarship Program® 2,000,000 1,765,095 2,067,835 2,019,926 2,186,776
$4,525.997 $4.485.606 $4,928.212 $4,854,225 $5.726.199
Total Disbursements $130,954.229 $147,764.273 $156,136.343 $157,174,923 $153,084.451
Net Change 1,700,561 (2,381.583) 454,535 (1.444.237) 4,369,892
Combined Ending Fund Balance $49,684,719 $47,303,136 $47,757,671 $46,313,434 $50,683.,326

Source: Authority.

@ Totals may not add due to rounding.

@ Fund balance includes the trust funds (operating reserves) held by the State Universities and the Capital Improvement Reserve Funds, and certain supplementary reserves held
by the Authority and excludes the debt service, debt service reserve, rebate and construction funds maintained under the Trust Agreement.

© Denotes disbursements made directly by the State Universities before Revenues are transferred to the Authority for deposit in the Revenue Fund under the Trust Agreement.

Specific reference is made to the Authority’s audited financial statements for the year ended June 30, 2018,
included as Appendix B to this Official Statement, and to the audited financial statements for each of the State
Universities for the year ended June 30, 2018 which have been filed with the Municipal Securities Rulemaking
Board (“MSRB”) through its Electronic Municipal Market Access system (“EMMA”). Revenues and expenses
related to the Authority’s Projects are reported as auxiliary enterprise income and expenses in the financial
statements of the individual State Universities. The Authority’s financial statements include the revenues paid to the
Authority by the State Universities, which are used by the Authority to defray its debt service costs, certain
operating and insurance premium costs for the Projects and the Authority’s own operating expenses, and certain
deposits to reserves. The financial statements of the Authority for the year ended June 30, 2018 have been examined
by CohnReznick LLP, certified public accountants, to the extent and for the periods indicated in its report thereon.
Such financial statements have been included in reliance upon the report of CohnReznick LLP and the authority of
such firm as experts in accounting and auditing. CohnReznick LLP has not been requested to consent, nor has it
consented, to inclusion of its report in this Official Statement. CohnReznick LLP has not been engaged to perform
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and has not performed, since the date of its report referenced herein, any procedures on the financial statements
included in that report. CohnReznick LLP has also not performed any procedures relating to this Official Statement.

The foregoing table summarizes a number of trends in Authority operations and developments over the past
several years, including the following:

Receipts. Room Rents — These are the revenues for the Authority’s residence hall projects. To ensure
affordability and full occupancy, Authority room rents are typically maintained at or below the off-campus market
rental rates in the applicable geographic area. Increases in revenue from year to year reflect the increased number of
beds. In addition, regular modest increases to room rents permit the Authority to fund increases in operating
expenses (salaries and utilities) and debt service and additions to capital improvement reserves.

Non-residential Project fees — These are the amounts collected to fund debt service (as well as insurance
and reserves, in the case of Authority-owned projects) for non-residential projects. These projects include new
construction and improvements to or renovations of campus center, dining, athletic and parking facilities, which
improve the overall campus environment for student recruitment and retention. The increases from year to year
reflect increased financing of student activity facilities.

Other Receipts — This includes primarily revenue from summer room rental, conferences, commissions,
and miscellaneous sources.

Investment earnings — This category includes interest earnings on investments. Year-to-year changes are a
function of the amounts invested and the effective interest rates.

Transfers from Capitalized Interest Accounts — These figures reflect capitalized interest which is used to
pay debt service before the revenues of a given Project are sufficient to cover all of its associated costs.

State University contributions — These figures include funding from the State Universities in order to
support the residence life programs at the campuses. The majority of these contributions support initial operations of
new residence halls.

Build America Bond subsidy — These figures represent credit payments received by the Authority from the
United States Treasury pursuant to the American Recovery and Reinvestment Act of 2009 as a result of designating
certain Bonds issued in 2009 and 2010 as Build America Bonds. The credit payments were to equal 35% of the
interest payable on such Bonds, but were reduced by 7.2% in fiscal year 2014, 7.3% in fiscal year 2015, 6.8% in
fiscal year 2016, 6.9% in fiscal year 2017 and 6.6% in fiscal year 2018 due to federal government sequestration.

Disbursements. Residence hall operations and staff — These amounts include salary and benefit costs for
the staff who manage, operate and maintain the residence halls. Year-to-year increases reflect the use and occupancy
of the new residence halls as well as funding for new collective bargaining agreements.

Facility maintenance and repair — These are the amounts spent for routine upkeep of the residence halls
and for annual contracts for service and operations support.

Facility renewal — These figures reflect the use of Capital Improvement Reserve Funds to fund planned
renewal and unexpected repair projects at Authority facilities.

Utilities — These figures represent the annual expense of utilities for Authority projects. Year-to-year
increases reflect increases in utility rates and the increases in consumption to support new residence halls.

Housing Grant Scholarship Program — Starting in fiscal year 2005, in an effort to maintain the affordability
of residence hall room rents, the Authority implemented a general rent increase sufficient to fund a $300,000
housing grant scholarship program. This program has grown each year and was funded at $2.0 million each fiscal
year since 2013.
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Debt Service Obligations

The following table sets forth for each year ending May 1 the amounts required for the payment of debt service for all outstanding Bonds.

Principal Interest Principal Interest Total Debt Total Debt
Year of the on the of the on the Service on the Service on
Ending Series 2019A Series 2019A Series 2019B Series 2019B Series 2019 Outstanding
May 1 Bonds Bonds Bonds Bonds Bonds Bonds®
2019 $ 940,000 § 572,764 $ 1,512,764 $ 73,004,096
2020 $ 185,000 $ 771,857 1,500,000 2,066,433 4,523,290 101,830,177
2021 280,000 597,450 1,505,000 2,006,433 4,388,883 101,946,173
2022 560,000 583,450 1,625,000 1,946,233 4,714,683 102,707,531
2023 590,000 555,450 1,690,000 1,881,233 4,716,683 105,514,049
2024 615,000 525,950 1,760,000 1,813,633 4,714,583 101,165,682
2025 650,000 495,200 1,830,000 1,743,233 4,718,433 101,194,574
2026 675,000 462,700 1,900,000 1,670,033 4,707,733 102,262,248
2027 710,000 428,950 1,980,000 1,594,033 4,712,983 99,526,989
2028 750,000 393,450 2,055,000 1,514,833 4,713,283 104,200,766
2029 785,000 355,950 2,140,000 1,432,633 4,713,583 89,533,296
2030 830,000 316,700 2,225,000 1,347,033 4,718,733 85,467,701
2031 855,000 283,500 2,315,000 1,258,033 4,711,533 81,171,108
2032 895,000 249,300 2,405,000 1,165,433 4,714,733 78,948,390
2033 920,000 222,450 2,500,000 1,069,233 4,711,683 75,494,074
2034 950,000 194,850 2,600,000 969,233 4,714,083 69,309,284
2035 980,000 166,350 2,705,000 865,233 4,716,583 67,515,430
2036 1,005,000 136,950 2,815,000 757,033 4,713,983 66,029,612
2037 1,030,000 105,544 2,925,000 644,433 4,704,976 62,408,080
2038 1,070,000 72,069 3,045,000 527,433 4,714,501 61,519,576
2039 1,105,000 37,294 3,170,000 404,110 4,716,404 54,155,986
2040 - - 3,295,000 275,725 3,570,725 46,676,004
2041 - - 3,430,000 140,630 3,570,630 37,783,393
2042 - - - - - 22,422,425
2043 - — - - — 23,154,125
2044 - - - - - 10,617,475
2045 - - - - - 5,583,925
2046 - - - - - 5,585,550
2047 - - - - - 5,587,125
2048 - - - - - 5,583,175
2049 - - - - - 1,858,500
Total $15,440,000 $6,955,415 $52,355,000 $27,665,047 $102,415,461 $1,949,756,519

* Excludes debt service on the Refunded Bonds.
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Project Delivery and Capital Improvement Program

In addition to the standard public procurement procedures, the Authority is permitted to use an alternate
means of procurement for design and construction management services which has resulted in improved quality and
reduced time and cost of delivering new and renovated facilities. The Authority’s procurement methodology is
considered exemplary in the public sector in its ability to provide high-quality, cost-effective facilities in critical
timeframes while providing for the public solicitation of architectural design and construction management services
and for the public bidding of trade contractor work.

The Authority maintains a facility renewal plan to identify the required periodic reinvestment necessary to
maintain its facilities, including the estimated cost, desired frequency and anticipated funding source for these
projects. Since 2002, the Authority has reduced estimated deferred maintenance needs from $49.3 million to
$9.4 million in 2018. The implementation of facility renewal and adaption projects has resulted in the reduction of
the need for debt funding of repair projects in the future. Typical renewal projects include the repair, replacement or
extended use of building exterior components, mechanical systems and interior finishes. Specifically, these include
replacement of roofing and windows, re-pointing of masonry and repainting of exterior trim; replacement of
domestic water heaters, plumbing fixtures, boilers, electrical equipment and fixtures, fire alarm systems and
elevators; repainting of interior walls and ceilings, replacement of flooring and repair of doors and hardware.
Typical adaption projects include the provision of sprinkler systems and the improvement of access for individuals
with disabilities.

The continuous improvement in facility condition and the expedited procurement model achieves best
practices in facility renewal, reduces deferred maintenance, improves quality and cost control and mitigates the need
for future borrowings.

Projects Financed by Bonds

Since 1999 and including projects financed with Series 2019A Bonds, the Authority has financed
approximately $762.7 for new residence hall capacity and parking structures. The Authority has financed
approximately $293.4 million of repairs and major renovations at numerous State Universities with bond proceeds.
Such projects have included hazardous material abatement, fire safety improvements, access for the physically
disabled, sprinklers and fire alarms, elevator replacement, bathroom renovations, mechanical, electrical and
plumbing upgrades, masonry and roof repairs, common area improvements, interior finishes, and exterior and
interior renewals. The Authority also has financed approximately $239.8 million of student life projects and $75.5
million to support projects principally financed by the Commonwealth with bond proceeds.

Commonwealth-Owned Projects

The Authority’s residence halls and certain parking structures and property acquisitions are owned by the
Authority and located on land that the Authority has leased from the Commonwealth. Approximately 40 student life
facilities (or portions of such facilities) constitute Commonwealth-owned Projects, including: a parking facility and
an student center at Bridgewater State; a dining hall, campus center and athletic fields at Fitchburg State; athletic
fields, and a campus center at Framingham State; a dining hall and art gallery at the Massachusetts College of Art
and Design; tennis courts, a gymnasium and the Ashland Street Facility at the Massachusetts College of Liberal
Arts; parking lots and athletic facilities at Salem State; and a dining hall and a campus center at Westfield State.
Under limited circumstances, the Authority may also provide supplemental financing for certain Commonwealth-
owned academic facilities. To date, these projects include science centers at Framingham and Westfield State, a
Center for Design + Media at Massachusetts College of Art and Design, and a wellness center at Worcester State.

The Authority has no responsibility for the operation or maintenance of Commonwealth-owned Projects,
although the Authority has agreed in the Contract to maintain certain insurance policies with respect to such Projects
upon written request of the Commissioner of the Division of Capital Asset Management and Maintenance of the
Commonwealth. The Authority’s fees, rents, rates and charges with respect to Commonwealth-owned Projects
generally consist of an assessment on student fees sufficient to pay the Authority’s debt service costs and direct
administrative costs, without regard to the Project’s overall operating costs and without any requirement of
maintaining operating or capital improvement reserves.
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Demand for Authority Residence Facilities

Actual occupancy of the Authority’s residence halls for the fall 2018 semester was 93.4% of design
capacity, after having added over 6,337 new beds since fall 2003. The predictable schedule, quality and funding of
facility improvement projects reduces the likelihood of substantial unanticipated project requirements and their
attendant inconvenience and expense. The revenue stream from the System Projects directly funds a system capital
improvement reserve, and the revenue stream from the Campus Projects, implemented after 1999, directly funds a
designated capital improvement reserve for these projects. For further information relating to demand for Authority
residence facilities, see Appendix A — “STATE UNIVERSITIES SELECTED FINANCIAL AND STATISTICAL
INFORMATION.”

THE BOARD OF HIGHER EDUCATION

The BHE is established under Chapter 15A of the General Laws of the Commonwealth. The purpose of the
BHE is to define the mission of and coordinate the system of public higher education of the Commonwealth. The
system includes, in addition to the State Universities, the five-campus University of Massachusetts and 15
community colleges. See “THE STATE UNIVERSITIES” herein for additional information on the State Universities.
The University of Massachusetts, with campuses in Amherst, Boston, Dartmouth, Lowell and Worcester, offers
four-year undergraduate programs and a broad range of graduate degrees. The 15 community colleges serve each
region of the Commonwealth and offer two-year programs leading to associate degrees. Each institution in the
system of public higher education is governed by a separate board of trustees. Under Chapter 15A, the BHE is
responsible for working with each of the boards of trustees to hold the system accountable for achieving its goals
and measuring its performance.

In addition to its powers under Chapter 15A, the BHE has certain powers with respect to the Authority
under the Act. Among other things, the Authority may not initiate any project except upon written request made by
authority of the BHE and may not issue refunding bonds or notes without the prior written approval of the BHE. The
Authority’s power to establish rules and regulations ensuring the use and occupancy of its projects and to fix and
revise fees, rents, rates and other charges sufficient to cover all the costs of its projects is also subject to approval of
the BHE. If the BHE does not approve the Authority’s proposed schedule of fees, rents, rates and charges, the
Authority may proceed without BHE approval. The BHE has the power under the Act to convey or lease to the
Authority certain property owned by the Commonwealth, to provide utilities and services necessary for the
operation and maintenance of Authority projects and to cooperate with the Authority in carrying out the purposes of
the Authority.

The BHE consists of 13 members, nine of whom are appointed by the Governor of the Commonwealth,
three of whom are chosen as described below to represent public institutions of higher education and one of whom is
the Secretary of Education of the Commonwealth, serving ex officio. The Governor appoints one of the members to
be the chairman. Of the members appointed by the Governor, at least one must be a representative of organized
labor, one must be a representative of the business community, and one must be a full-time undergraduate student at
an institution within the higher education system. These appointed members are also to reflect regional geographic
representation. Of the three members chosen to represent public institutions of higher education, one must be a
member of the board of trustees of the University of Massachusetts, selected by such board, one must be a member
of the board of trustees of one of the State Universities, chosen by a vote of the chairs of the boards of trustees of the
State Universities, and one must be a member of the board of trustees of a community college, chosen by a vote of
the chairs of the boards of trustees of the community colleges. Three of the board members appointed by the
Governor serve for terms that are coterminous with that of the Governor. The remaining appointed members serve
five-year terms, except the student member, who serves for a one-year term. Appointments to the student position
are cycled among community college, state university and University of Massachusetts students every three years.
No member may be appointed for more than two consecutive full terms, and a student member may serve only one
term. Under state law, members of the BHE whose terms have expired continue to serve until a successor is
appointed.
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The present members of the BHE and the expiration date of their terms follows:

First Expiration
Appointed of Term
Chris Gabrieli, Chair 2015 Coterminus with Governor
Sheila M. Harrity, Ed.D, Vice Chair 2015 Coterminus with Governor
Alex Cortez 2018 2021
Kush Patel (student) 2018 2019
Nancy Hoffman, Ph.D. 2008 2018
Tom Hopcroft 2014 2019
J.D. LaRock, J.D., Ed.D. 2016 2021
Paul Materra, J.D. 2016 2021
James A. Peyser, Secretary of Education -- Ex Officio
Fernando M. Reimers, Ed.D. 2012 2017
Michael O’Brien 2018 n/a
Paul F. Toner, J.D. 2010 2020

The Commonwealth’s Secretary of Education appoints a Commissioner of Higher Education, who must be
nominated by a two-thirds vote of the BHE. The Commissioner of Higher Education serves as the executive and
administrative head of the Commonwealth’s Department of Higher Education and as the secretary to the BHE and
its chief executive officer and the chief school officer for higher education. The Commissioner is responsible for
carrying out the policies established by the BHE. The Commissioner serves at the pleasure of the BHE and may be
removed by majority vote of the BHE. The current Commissioner is Carlos E. Santiago.

The BHE’s offices are located at One Ashburton Place, Boston, Massachusetts 02108.

Budget Process

The board of trustees of each institution of public higher education in the Commonwealth submits
operating and capital budget requests annually to the BHE. The BHE uses the data to prepare operating and capital
outlay budgets for the statewide system of public higher education. The BHE submits its operating budget to the
Budget Director in the Executive Office for Administration and Finance and also to the House and Senate
Committees on Ways and Means. The Legislature appropriates funds for the public higher education system in the
Commonwealth’s annual operating budget in various line items for each institution. Capital budget requests of the
various State Universities are reviewed by the BHE and the Commonwealth’s Division of Capital Asset
Management, and then by the Executive Office for Administration and Finance, which maintains a rolling five-year
capital finance plan for the Commonwealth. Capital outlay authorization requests are filed with the Legislature
periodically by the Governor.

THE STATE UNIVERSITIES
General

The State Universities are nine Massachusetts institutions of higher learning under the jurisdiction of the
BHE. Each institution is under the direct administration of its own board of trustees. The State Universities are
Bridgewater, Fitchburg, Framingham, Salem, Westfield and Worcester State Universities, the Massachusetts
College of Art and Design, the Massachusetts College of Liberal Arts and the Massachusetts Maritime Academy.
State law empowers the State Universities generally to provide educational programs, research, extension and
continuing education services in the liberal, fine and applied arts and sciences and other related disciplines through
the master’s degree level and to offer doctoral programs in cooperation with the University of Massachusetts.

Bridgewater State University is located on a 270-acre campus in the town of Bridgewater, 28 miles south of

Boston. The university was founded as a teacher-training institution in 1840 and now offers 35 graduate degree
programs, five graduate certificate programs and 32 undergraduate programs with 90 concentrations.
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Fitchburg State University, located in North Central Massachusetts, was founded in 1894. Originally a
teacher-training institution, today the university offers more than 50 undergraduate programs in 23 academic
disciplines, and more than 30 pre-professional and graduate programs. Its offerings emphasize career-orientated
learning that is firmly grounded in the liberal arts. The university features small class sizes, hands-on professional
education, and an accessible faculty dedicated to teaching.

Framingham State University was founded in 1839 as the first public normal school in America. The
University now offers a wide variety of programs in fields ranging from business to the sciences to fashion. In recent
years, the University has begun positioning itself as a leader in the areas of STEM (Science, Technology,
Engineering, and Mathematics) education as employers increasingly seek to hire graduates with these skill sets. The
University offers 27 undergraduate majors and 25 graduate programs with the breadth of programs offered reflecting
diverse faculty expertise.

The Massachusetts College of Art and Design, the only publicly supported professional college of the arts
in the United States, was established in 1873 and is presently located on campuses on Longwood and Huntington
Avenues in the city of Boston. It grants Bachelor of Fine Arts degrees in 22 concentrations and offers Master of Fine
Arts and Master of Science in art education degrees.

Massachusetts College of Liberal Arts (MCLA) is the Commonwealth’s designated public liberal arts
college. The College is located in Berkshire County on a 26-acre campus in the city of North Adams in northwestern
Massachusetts. It was founded in 1894 and offers Bachelor of Arts and Bachelor of Science degrees in 19 academic
disciplines complemented by 37 areas of concentration. MCLA offers graduate programs (M.Ed. and CAGS) in
Education and launched a Professional Master of Business Administration (PMBA) graduate program in 2010. As
the Commonwealth’s designated public liberal arts college, MCLA is a member of the Council for Public Liberal
Arts Colleges (COPLAC).

The Massachusetts Maritime Academy was founded in 1891 and is now the largest maritime academy in
the United States. It is located on 48 acres in the village of Buzzards Bay on Cape Cod. Bachelor of Science degrees
are offered in seven fields, including the traditional marine engineering and marine transportation programs that
prepare cadets for qualification as licensed merchant marine officers able to sail the biggest merchant ships afloat or
handle tug boats in local harbors. The Academy also grants Master of Science degrees in facilities management and
emergency management.

Salem State University is located in the city of Salem on five campuses totaling 115 acres. Established in
1854, it grants Bachelor of Arts and Bachelor of Science degrees in 18 disciplines. At the graduate level, the
university grants eight Master’s degrees. Continuing education courses are also available for credit or non-credit.

Westfield State University was founded as a teacher-training institution in 1838 by noted educator and
social reformer Horace Mann. The school was the first public co-educational college in America that accepted
students without consideration of race, gender or class background. The university is located in the city of Westfield,
a few miles west of Springfield, in the Connecticut River valley. It occupies a 256-acre campus and grants Bachelor
of Arts and Bachelor of Science degrees in 26 majors as well as Master of Arts, Master of Science, Master of Public
Administration, and Master of Education degrees. Certificates of advanced graduate study are also available.

Worcester State University was established in 1874 and is located on a 57-acre campus in the city of
Worcester. It grants Bachelor of Arts or Bachelor of Science degrees in 24 disciplines and a Bachelor of Science in
education. It also grants Master of Science degrees in seven disciplines, master of occupational therapy, master of
education in 10 disciplines, and a certificate of graduate studies in psychology.

Certain financial and statistical information about the State Universities is provided in Appendix A. For
additional information about the State Universities, specific reference is made to the audited financial statements for
each of the State Universities for the fiscal year ended June 30, 2018. Copies of such financial statements have been
filed with the MSRB through EMMA.
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Amounts Paid by State Universities to the Authority

Under the Contract, all moneys received by a State University as payment of fees, rents, rates or other
charges for the use and occupancy of a Project of the Authority are held in trust for the Authority in a trust fund at
that State University. The moneys in the trust fund are expended by the State University in accordance with the
Authority’s annual operating budget and are remitted to the Authority or to the Trustee at such times and in such
amounts as may be directed by the Authority.

The following table shows the amounts paid to the Authority by each of the State Universities in each of
the fiscal years 2014 through 2018. The amounts received by the Authority were used to pay debt service on the
Bonds and all other expenses of the Authority. Amounts shown exclude debt service paid from capitalized interest
on certain projects and earnings on the Debt Service Fund and Debt Service Reserve Fund, and Build America Bond
interest subsidies.

State University Fiscal 2014 Fiscal 2015 Fiscal 2016 Fiscal 2017 Fiscal 2018
Bridgewater $ 17,412,405 $ 17,637,041 $ 17,546,230 $ 18,623,435 $ 18,658,426
Fitchburg 8,537,804 9,600,500 9,899,207 10,859,589 11,465,652
Framingham 10,158,659 10,203,857 9,788,180 13,661,232 14,073,798
Mass. College of Art and Design 7,289,434 7,758,868 8,644,202 8,840,244 8,931,440
Mass. College of Liberal Arts 2,806,906 2,877,190 2,505,334 3,169,485 3,209,520
Mass. Maritime Academy 4,826,346 8,033,928 7,959,435 8,432,995 8,491,603
Salem 11,107,408 12,750,494 16,016,410 17,210,080 17,587,120
Westfield 10,981,872 11,369,613 11,876,241 13,129,477 12,968,155
Worcester 6,584,520 9,153,095 9.331,215 9,603,706 9.633,642

Total $ 79,705,354 $ 89,384,586 $ 93,566,454 $ 103,530,243 $ 105,019,356

Source: Authority
Pledged Trust Funds

The following table sets forth, for each State University, the amount of Pledged Trust Funds (which is an
amount equal to 25% of the average annual payment of principal and interest on the State University’s allocable
share of debt service on Bonds). The table includes amounts related to the debt service on the Series 2019 Bonds.
See “SECURITY FOR AND SOURCE OF PAYMENT OF THE BONDS — The Contract; Pledged Funds.”

Pledged Trust Funds Pledged Trust Funds

State University Authority-owned Projects Commonwealth-owned Projects
Bridgewater $4,255,958 $262,729
Fitchburg 1,407,816 1,2161,821
Framingham 2,707,248 639,079
Mass. College of Art and Design 1,661,083 662,756
Mass. College of Liberal Arts 364,567 90,920
Mass. Maritime Academy @ 1,347,205 270,970
Salem 3,008,197 795,5301)
Westfield @ 2,190,044 399,858
Worcester 1,854,747 267,975

Total $18,796,865 $4,651,438

( Not including moneys attributable to the fee that was authorized to be charged to students pursuant to a vote of the Fitchburg State University
board of trustees on June 27, 1996 to finance a physical education facility.

@ Subordinate to the lien granted to Bank of America, N.A. in connection with the loan obtained from the Massachusetts Health and Educational
Facilities Authority financed by said Authority’s Variable Rate Demand Revenue Bonds, Capital Asset Program Issue, Series M-2 (Pool 2).

® Athletic Facilities land is owned by Salem State College Assistance Corporation and licensed to the Authority.
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LEGAL MATTERS

All legal matters related to the authorization and issuance of the Series 2019 Bonds are subject to the
approval of Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C., Boston, Massachusetts, Bond Counsel to the
Authority. The approving opinion of Bond Counsel, substantially in the form attached hereto as Appendix E, will be
delivered on the date of delivery of the Bonds. Certain matters will be passed upon for the Authority by its counsel,
Bowditch & Dewey, LLP, Boston, Massachusetts.

LITIGATION

There is no litigation of any nature now pending or, to the knowledge of the Authority, threatened seeking
to restrain or enjoin or restraining or enjoining the issuance, sale, execution or delivery of the Series 2019 Bonds or
in any way contesting the validity of the Series 2019 Bonds or any proceedings of the Authority taken with respect
to the issuance or sale thereof, or of the Contract, or any proceedings of the Authority or of the BHE taken with
respect thereto, or of the pledge of any moneys or security provided for the payment of the Series 2019 Bonds or the
existence or powers of the Authority or the titles of its officers to their offices.

LEGALITY FOR INVESTMENT

As declared by the Act, the Series 2019 Bonds are securities in which all public officers and public bodies
of the Commonwealth and its political subdivisions, all Massachusetts savings banks, insurance companies, trust
companies in their commercial departments, and, within the limits set by Section 54 of Chapter 172 of the General
Laws of the Commonwealth, banking associations, investment companies, executors, trustees and other fiduciaries,
and all other persons whatsoever who are now or may hereto be authorized to invest in bonds or other obligations of
a similar nature, may properly and legally invest funds, including capital, in their control or belonging to them. The
Series 2019 Bonds are securities which may properly and legally be deposited with and received by any state or
municipal officer or any agency or political subdivision of the Commonwealth for any purpose for which the deposit
of bonds or other obligations of the Commonwealth is now or may hereto be authorized by law.

TAX MATTERS
Federal Tax Matters for the Series 2019A Bonds

Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C., Bond Counsel to the Authority (“Bond Counsel”), is of
the opinion that, under existing law, interest on the Series 2019A Bonds will not be included in the gross income of the
holders of the Series 2019A Bonds for federal income tax purposes. This opinion is expressly conditioned upon
compliance with certain requirements imposed by the Internal Revenue Code of 1986, as amended (the “Code”), which
must be satisfied subsequent to the date of issuance of the Series 2019A Bonds in order to ensure that interest on the
Series 2019A Bonds is and continues to be excludable from the gross income of the holders of the Series 2019A
Bonds. Failure to comply with certain of such requirements could cause the interest on the Series 2019A Bonds to be
included in the gross income of holders of the Series 2019A Bonds, retroactive to the date of issuance of the Series
2019A Bonds. In particular, and without limitation, those requirements include restrictions on the use, expenditure and
investment of proceeds and payment of rebate, or penalties in lieu of rebate, to the United States, subject to certain
exceptions. The Authority has provided covenants and certificates as to continued compliance with such requirements.

In the opinion of Bond Counsel, under existing law, interest on the Series 2019A Bonds will not constitute a
preference item under Section 57(a)(5) of the Code for purposes of computation of the alternative minimum tax
imposed on certain individuals under Section 55 of the Code.

Bond Counsel has not opined as to any other federal tax consequences of holding the Series 2019A Bonds.
However, prospective purchasers should be aware that (i) Section 265 of the Code denies a deduction for interest on
indebtedness incurred or continued to purchase or carry the Series 2019A Bonds or, in the case of a financial
institution, that portion of the holder’s interest expense allocated to such Bonds, (ii) with respect to insurance
companies subject to the tax imposed by Section 831 of the Code, Section 832(b)(5)(B)(1) reduces the deduction for
losses incurred by 15 percent of the sum of certain items, including interest on the Series 2019A Bonds, (iii) interest on
the Series 2019A Bonds earned by certain foreign corporations doing business in the United States could be subject to a
foreign branch profits tax imposed by Section 884 of the Code, (iv) passive investment income, including interest on
the Series 2019A Bonds, may be subject to federal income taxation under Section 1375 of the Code for an S

25



Corporation that has Subchapter C earnings and profits at the close of the taxable year if greater than 25% of the gross
receipts of such S Corporation is passive investment income, (v) Section 86 of the Code requires recipients of certain
Social Security and certain Railroad Retirement benefits to take into account in determining gross income receipts or
accruals of interest on the Series 2019A Bonds and (vi) receipt of investment income, including interest on the Series
2019A Bonds, may, pursuant to Section 32(i) of the Code, disqualify the recipient from obtaining the earned income
credit otherwise provided by Section 32(a) of the Code.

Interest paid on tax-exempt obligations such as the Series 2019A Bonds is generally required to be reported by
payors to the IRS and to recipients in the same manner as interest on taxable obligations. In addition, such interest may
be subject to “backup withholding” if the Bondholder fails to provide the information required on IRS Form W-9,
Request for Taxpayer Identification Number and Certification, or the IRS has specifically identified the Bondholder as
being subject to backup withholding because of prior underreporting. Neither the information reporting requirement
nor the backup withholding requirement affects the excludability of interest on the Series 2019A Bonds from gross
income for federal tax purposes.

Interest on the Series 2019A Bonds includes original issue discount, which with respect to a Series 2019A
Bond is equal to the excess, if any, of the stated redemption price at maturity of such Series 2019A Bond over the
initial offering price thereof to the public, excluding underwriters and other intermediaries, at which price a
substantial amount of all such Series 2019A Bonds with the same maturity was sold. Original issue discount accrues
based on a constant yield method over the term of a Series 2019A Bond. Holders should consult their own tax
advisors with respect to the computation of original issue discount during the period in which any such Series 2019A
Bond is held.

An amount equal to the excess, if any, of the purchase price of a Series 2019A Bond over the principal
amount payable at maturity constitutes amortizable bond premium. The required amortization of such premium
during the term of a Series 2019A Bond will result in reduction of the holder’s tax basis in such Series 2019A Bond.
Such amortization also will result in reduction of the amount of the stated interest on the Series 2019A Bond taken
into account as interest for tax purposes. Holders of Series 2019A Bonds purchased at a premium should consult
their own tax advisors with respect to the determination and treatment of such premium for federal income tax
purposes and with respect to the state or local tax consequences of owning such Series 2019A Bonds.

Bond Counsel has not undertaken to advise in the future whether any events after the date of issuance of the
Series 2019A Bonds, including legislation, court decisions, or administrative actions, whether at the federal or state
level, may affect the tax exempt status of interest on the Series 2019A Bonds or the tax consequences of ownership of
the Series 2019A Bonds. No assurance can be given that current or future legislation, if enacted into law, will not
contain provisions which could directly or indirectly reduce or eliminate the benefit of the exclusion of the interest on
the Series 2019A Bonds from gross income for federal income tax purposes or any state tax benefit. Tax reform
proposals and deficit reduction measures, including but not limited to proposals to reduce the benefit of the interest
exclusion from income for certain holders of tax-exempt bonds, including bonds issued prior to the proposed
effective date of the applicable legislation, and other proposals to limit federal tax expenditures, have been and are
expected to be under ongoing consideration by the United States Congress. These proposed changes could affect the
market value or marketability of the Series 2019A Bonds, and, if enacted into law, could also affect the tax
treatment of all or a portion of the interest on the Series 2019A Bonds for some or all holders. Holders should
consult their own tax advisors with respect to any of the foregoing tax consequences.

Federal Tax Matters for the Series 2019B Bonds

The following discussion briefly summarizes the principal U.S. federal tax consequences of the acquisition,
ownership, and disposition of the Series 2019B Bonds for holders who acquire any Series 2019B Bonds in the initial
offering and hold such Series 2019B Bonds as “capital assets.” It does not discuss all aspects of U.S. federal income
taxation which may apply to a particular holder, nor does it discuss U.S. federal income tax provisions which may
apply to particular categories of holders, such as partnerships, insurance companies, financial institutions, regulated
investment companies, real estate investment trusts, employee benefit plans, tax-exempt organizations, dealers in
securities or foreign currencies, persons holding Series 2019B Bonds as a position in a “hedge” or “straddle,” an
integrated conversion transaction, or holders whose functional currency is not the U.S. dollar. It is based upon
provisions of existing law which are subject to change at any time, possibly with retroactive effect. No rulings have
been or are expected to be sought from the U.S. Internal Revenue Service (the “IRS”) with respect to any of the U.S.
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federal income tax consequences discussed below, and no assurance can be given that the IRS will not take contrary
positions.

Except as otherwise explicitly noted below, this summary addresses only “U.S. Holders,” that is, individual
citizens or residents of the United States, corporations or other business entities organized under the laws of the
United States, any state, or the District of Columbia, estates with income subject to United States federal income tax,
trusts subject to primary supervision by a United States court and for which United States persons control all
substantial decisions, and certain other trusts that elect to be treated as United States persons. This discussion relates
only to U.S. federal income taxes and not to any state, local or foreign taxes or U.S. federal taxes other than income
taxes.

Interest on the Series 2019B Bonds that is “qualified stated interest” generally will be taxable to a U.S.
Holder as ordinary interest income at the time such payments are accrued or are received (in accordance with the
U.S. Holder’s regular method of tax accounting). Generally, “qualified stated interest” means stated interest that is
unconditionally payable in cash or property (other than debt instruments of the issuer) at least annually at a single
fixed rate and includes the semi-annual interest payments as set forth on the inside cover hereof.

Interest on the Series 2019B Bonds includes any accrued original issue discount. Original issue discount
with respect to a Series 2019B Bond is equal to the excess, if any, of the stated redemption price at maturity of a
Series 2019B Bond over the initial offering price thereof, excluding underwriters and other intermediaries, at which
price a substantial amount of all Series 2019B Bonds with the same maturity were sold, provided that such excess
equals or exceeds a de minimis amount (generally % of the stated redemption price at maturity multiplied by the
number of complete years from its issue date to its maturity). The stated redemption price at maturity of a Series
2019B Bond is the sum of all scheduled amounts payable on the Series 2019B Bond (other than qualified stated
interest). A U.S. Holder of a Series 2019B Bond with original issue discount must include the discount in income as
ordinary interest for federal income tax purposes as it accrues in advance of receipt of the cash payments attributable
to such income, regardless of the U.S. Holder’s regular method of tax accounting. Original issue discount accrues
based on a constant yield method over the term of a Series 2019B Bond and results in a corresponding increase in
the holder’s tax basis in such Series 2019B Bond. Holders should consult their own tax advisors with respect to the
computation of original issue discount during the period in which any such Series 2019B Bond is held.

An amount equal to the excess, if any, of the purchase price of a Series 2019B Bond over the principal
amount payable at maturity generally constitutes amortizable bond premium. A holder of a Series 2019B Bond may
elect to amortize such premium during the term of such Series 2019B Bond by claiming an offset to interest
otherwise required to be included in income during any taxable year by the amortizable amount of such premium for
the taxable year. Such amortization will result in a corresponding reduction of the holder’s tax basis in such Series
2019B Bond. Any election to amortize bond premium applies to all taxable debt instruments held by the holder at
the beginning of the first taxable year to which the election applies and to all taxable debt instruments acquired on or
after such date and may be revoked only with the consent of the IRS. Holders of Series 2019B Bonds purchased at a
premium should consult their own tax advisors with respect to the determination and treatment of amortizable bond
premium.

Unless a non-recognition provision of the Code applies, upon the sale, exchange, redemption, or other
disposition (including a legal defeasance) of a Series 2019B Bond, a U.S. Holder will recognize taxable gain or loss
in an amount equal to the difference between the amount realized (other than amounts representing accrued but
unpaid interest) and such holder’s adjusted tax basis in such Series 2019B Bond. Such gain or loss generally will be
long-term capital gain or loss if the Series 2019B Bond was held for more than one year. If the U.S. Holder is an
individual, long-term gains will be subject to reduced rates of taxation. The deductibility of losses is subject to
limitations.

A non-U.S. Holder of Series 2019B Bonds whose income from such Series 2019B Bonds is effectively
connected with the conduct of a U.S. trade or business generally will be taxed as if the holder were a U.S. Holder.
Otherwise: (i) a non-U.S. Holder who is an individual or corporation (or an entity treated as a corporation for federal
income tax purposes) holding Series 2019B Bonds on its own behalf (other than a bank which acquires the Series
2019B Bonds in consideration of an extension of credit made pursuant to a loan agreement entered into in the
ordinary course of business) generally will not be subject to federal income taxes on payments of principal,
premium, interest or original issue discount on a Series 2019B Bond, as long as the non-U.S. Holder makes an
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appropriate filing with a U.S. withholding agent; and (ii) a non-U.S. Holder will not be subject to federal income
taxes on any amount which constitutes capital gain upon retirement or disposition of a Series 2019B Bond unless
such non-U.S. Holder is an individual who is present in the United States for 183 days or more in the taxable year of
the disposition and such gain is derived from sources within the United States.

A Series 2019B Bond held by an individual Non-U.S. Holder who at the time of death is not a citizen or
resident of the United States will not be subject to U.S. federal estate tax as a result of such individual’s death,
provided that at the time of such individual’s death, payments of interest with respect to the Series 2019B Bond
would not have been effectively connected with the conduct by such individual of a trade or business within the
United States.

Information as to interest on or proceeds from the sale or other disposition of Series 2019B Bonds is
required to be reported by payors to the IRS and to recipients. In addition, backup withholding may apply unless the
holder of a Series 2019B Bond provides to a withholding agent its taxpayer identification number and certain other
information or certification of foreign or other exempt status. Any amount withheld under the backup withholding
rules is allowable as a refund or credit against the holder’s actual U.S. federal income tax liability.

Certain non-corporate U.S. Holders will be subject to a 3.8% tax, in addition to regular tax on income and
gains, on some or all of their “net investment income,” which generally will include interest on the Series 2019B
Bonds and any net gain recognized upon a disposition of a Series 2019B Bond. U.S. Holders should consult their
tax advisors regarding the applicability of this tax.

Under the Foreign Account Tax Compliance Act (“FATCA”) and related administrative guidance, U.S.
withholding at a rate of 30% will generally be required on interest payments in respect of the Bonds and gross
proceeds, including the return of principal, from the sale or other disposition, including redemptions, of the Bonds
held by or through certain foreign entities, unless such entity complies with certain requirements including
information reporting or is eligible for an exemption. This withholding will apply regardless of whether the
payment would otherwise be exempt from U.S. nonresident withholding tax (e.g., under the portfolio interest
exemption or as capital gain). A foreign entity will generally claim an exemption from FATCA withholding, if an
exemption is available, by properly filling out and giving to the person making payments to it IRS
Form W-8BEN-E. Bondholders should consult their tax advisors regarding the application and impact of FATCA.

Bond Counsel is not rendering an opinion as to the foregoing federal tax consequences of ownership of the
Series 2019B Bonds. Series 2019B Bondholders should seek guidance from an independent tax advisor relating to
the tax consequences of purchasing or holding Bonds based on their particular circumstances.

Remainder of Page Intentionally Left Blank
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State Tax Matters for the Series 2019 Bonds

In the opinion of Bond Counsel, interest on the Series 2019 Bonds and any profit made on the sale thereof are
exempt from Massachusetts personal income taxes and the Bonds are exempt from Massachusetts personal property
taxes. Bond Counsel has not opined as to other Massachusetts tax consequences arising with respect to the Series 2019
Bonds. Prospective purchasers should be aware, however, that the Series 2019 Bonds are included in the measure of
Massachusetts estate and inheritance taxes, and the Series 2019 Bonds and the interest thereon are included in the
measure of Massachusetts corporate excise and franchise taxes. Bond Counsel has not opined as to the taxability of the
Bonds, their transfer and the income therefrom, including any profit made on the sale thereof, under the laws of any
state other than Massachusetts.

Opinion of Bond Counsel

On the date of delivery of the Series 2019 Bonds, the original purchasers of the Series 2019 Bonds will be
furnished with an opinion of Bond Counsel substantially in the applicable form shown in “Proposed Form of Opinion
of Bond Counsel” attached hereto as Appendix E.

RATINGS

The Series 2019 Bonds have been assigned ratings of “Aa2” by Moody’s Investors Service, Inc. and “AA-"
by S&P Global Ratings (“S&P”). Such ratings reflect only the respective views of such organizations, and an
explanation of the significance of such ratings may be obtained from the rating agency furnishing the same. There is
no assurance that a particular rating will continue for any given period of time or that a rating will not be revised or
withdrawn entirely by the rating agency, if in the judgment of such rating agency, circumstances so warrant. Any
revision or withdrawal of the rating could have an adverse effect on the market price of the Series 2019 Bonds.

FINANCIAL ADVISOR

Acacia Financial Group, Inc. is acting as financial advisor to the Authority in connection with the issuance
of the Series 2019 Bonds.

COMPETITIVE SALE OF SERIES 2019 BONDS

After competitive electronic bidding on January 15, 2019, the Series 2019A Bonds were awarded by the
Authority to Raymond James & Associates, Inc., as purchaser, and the Series 2019B Bonds were awarded by the
Authority to Robert W. Baird & Co., Inc., as purchaser. The purchasers of the Series 2019A Bonds and the Series
2019B Bonds have supplied the information as to the public reoffering yields of the Series 2019A Bonds and the
Series 2019B Bonds, respectively, set forth on the inside cover hereof. If all of the Series 2019A Bonds were resold
to the public at such respective yields, the purchaser of the Series 2019A Bonds has informed the Authority that its
total compensation is expected to be approximately 0.70500% of the aggregate principal amount of the Series
2019A Bonds. If all of the Series 2019B Bonds were resold to the public at such respective yields, the purchaser of
the Series 2019B Bonds has informed the Authority that its total compensation is expected to be approximately
1.115430% of the aggregate principal amount of the Series 2019B Bonds. The purchasers of the Series 2019 Bonds
may change the public offering yields thereof from time to time.

VERIFICATION OF MATHEMATICAL CALCULATIONS

American Municipal Tax-Exempt Compliance Corporation d/b/a AMTEC, of Avon, Connecticut, and
Michael Torsiello, C.P.A. (an independent Certified Public Accountant) of Morrisville, North Carolina (together, the
“Verification Agent”) will deliver to the Authority on or before the date of delivery of the Series 2019 Bonds their
verification report indicating that they have verified, in accordance with the standards established by the American
Institute of Certified Public Accountants, the mathematical accuracy of certain computations showing the adequacy
of the cash and the maturing principal of and interest on certain government obligations held in the refunding trust
fund to provide for the payment of the principal of and interest and redemption premiums, if any, on the Refunded
Bonds. The verification report will state that the Verification Agent have no obligation to update the report because
of events occurring, or data or information coming to their attention, subsequent to the date of the report.
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CONTINUING DISCLOSURE

The Authority and the BHE will undertake to provide annual reports and notices of certain events. A
description of these undertakings is set forth in Appendix F attached hereto.

With respect to prior continuing disclosure undertakings, the following should be noted that in 2013 and
2014 the Authority failed to file event notices concerning rating changes on its Series 2004B Bonds which were
related to the rating of National Public Finance Guaranty (“NPFG”), as successor to MBIA Insurance Corporation.
The Series 2004B Bonds were insured by NPFG, and the rating on the Series 2004B Bonds maintained by S&P was
based solely on the NPFG insurance policy, even though the Series 2004B Bonds were guaranteed by the
Commonwealth. In December, 2010, S&P downgraded NPFG from A to BBB. At the time, the S&P rating for
Commonwealth-guaranteed bonds was AA. In September, 2011, S&P upgraded its rating for Commonwealth-
guaranteed bonds from AA to AA+. In February, 2013, S&P downgraded NPFG from BBB to BB. In May, 2013,
S&P upgraded NPFG from BB to BBB and then to A. In March, 2014, S&P upgraded NPFG from A to AA-. A
corrective filing was made. The Series 2004B Bonds are no longer outstanding.

It should be further noted that certain of the Authority and the State Universities financial statements and
annual financial information and operating data, though filed on a timely basis, did not appear under all of the
applicable CUSIP numbers on EMMA. All such information on EMMA has been appropriately re-linked.

MISCELLANEOUS

All quotations from and summaries and explanations of the Act, Chapter 15A, the Trust Agreement and the
Contract contained herein do not purport to be complete and reference is made to said laws and documents for full
and complete statements of their provisions. The Appendices attached hereto are a part of this Official Statement.
Copies, in reasonable quantity, of the Act, the Trust Agreement and the Contract may be obtained upon request
directed to the Massachusetts State College Building Authority, 253 Summer Street, Suite 300, Boston,
Massachusetts 02210, Attention: Executive Director.

Any statements in this Official Statement involving estimates or matters of opinion, whether or not
expressly so stated, are intended as such and not as representations of fact. This Official Statement is not to be
construed as a contract or agreement between the Authority and the purchasers or holders of any of the Series 2019
Bonds.

The execution and delivery of this Official Statement by its Executive Director have been duly authorized
by the Authority.

MASSACHUSETTS STATE COLLEGE BUILDING AUTHORITY

By: /s/ Edward H. Adelman

Edward H. Adelman
Executive Director
January 15, 2019
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APPENDIX A

STATE UNIVERSITIES SELECTED FINANCIAL AND STATISTICAL INFORMATION
State University Revenue Sources

To illustrate the relative importance of State University revenue sources in recent years, the following table
sets forth revenues for each of the State Universities for fiscal years 2015 through 2018. Fees collected by State
Universities for the use of Authority projects are included in auxiliary enterprise income in the table below and on
the financial statements of the individual State Universities. Tuition receipts are generally remitted to the
Commonwealth, and the tuition figures below include such remitted receipts. Recent state budgets have authorized
the Massachusetts College of Art and Design and the Massachusetts Maritime Academy to retain all tuition and fees
received by such institutions rather than remitting tuition to the state treasury. The Massachusetts College of Liberal

Arts has been similarly authorized to retain out-of-state tuition and fees. The figures for state support in the table
below include all unrestricted funds received by the State Universities from the Commonwealth, including
appropriations and fringe benefit support, less tuition remitted to the Commonwealth.

Fiscal 2015 Fiscal 2016 Fiscal 2017 Fiscal 2018
Bridgewater State
Tuition and fees $89,665,488 $96,402,691  $103,612,951  $111,057,593
Grants and contracts 20,405,558 19,966,803 20,467,984 21,621,193
State support 52,109,583 55,286,190 58,090,595 58,883,631
Auxiliary enterprises 26,147,322 26,814,973 26,706,122 24,828,075
Other revenues 1,073,329 2,201,100 1,863,742 1,568,141
Scholarship allowance (credit) (12.950.680) (13.431,243) (13,534,275) (14,691,947)
Total revenues $176,450,600 $187,240,514 $197,207,119  $203,266,686
Fitchburg State
Tuition and fees $41,716,961 $44,135,990 $46,731,201 $49,533,454
Grants and contracts 8,431,815 8,243,711 7,984,831 8,605,188
State support 36,197,548 37,159,087 38,873,231 39,403,569
Auxiliary enterprises 9,278,149 9,269,731 9,647,200 10,675,346
Other revenues 2,038,981 2,402,812 2,436,114 3,209,372
Scholarship allowance (credit) (7.901,604) (7.728.440) (7.711,629) (7.722.510)
Total revenues $89.761,850 $93.482,891 $97,960,948  $103,704,419
Framingham State
Tuition and fees $41,555,831 $42,531,161 $43,927,462 $44,796,259
Grants and contracts 10,004,386 12,284,096 9,882,318 8,030,560
State support 32,664,050 35,477,537 37,022,123 37,753,236
Aucxiliary enterprises 14,208,692 14,706,516 15,630,123 16,001,360
Other revenues 1,689,136 2,038,867 3,116,759 3,661,029
Scholarship allowance (credit) (7,770,032) (8.110,544) (8.173.683) (9.568.815)
Total revenues $92,352,063 $98.927,633  $101,405,102  $100,673,629
Massachusetts College of Art and Design
Tuition and fees $31,488,423 $31,490,137 $34,094,935 $36,956,558
Grants and contracts 3,293,107 3,072,493 3,060,410 3,555,441
State support 24,022,435 25,324,221 26,901,808 27,398,873
Auxiliary enterprises 12,799,017 13,019,180 13,333,190 14,268,030
Other revenues 5,221,725 5,509,190 6,162,877 7,172,580
Scholarship allowance (credit) (8,789.026) (9.072.041) (10,580,043) (11,219,086)
Total revenues $68,035,681 $69,343,180 $72,973,177 $78,132,396




Mass. College of Liberal Arts

Tuition and fees

Grants and contracts

State support

Auxiliary enterprises

Other revenues

Scholarship allowance (credit)
Total revenues

Massachusetts Maritime Academy

Tuition and fees

Grants and contracts

State support

Auxiliary enterprises

Other revenues

Scholarship allowance (credit)
Total revenues

Salem State

Tuition and fees

Grants and contracts

State support

Aucxiliary enterprises

Other revenues

Scholarship allowance (credit)
Total revenues

Westfield State

Tuition and fees

Grants and contracts

State support

Aucxiliary enterprises

Other revenues

Scholarship allowance (credit)
Total revenues

Worcester State

Tuition and fees

Grants and contracts

State support

Aucxiliary enterprises

Other revenues

Scholarship allowance (credit)
Total revenues

Source: University Financial Statements

APPENDIX A

Fiscal 2015 Fiscal 2016 Fiscal 2017 Fiscal 2018
$14,914,994 $14,506,480 $14,931,915 $15,041,472
6,295,058 6,015,580 5,883,254 5,992,334
19,549,377 20,773,988 21,770,331 22,048,689
8,195,261 7,810,159 7,976,381 8,076,303
1,784,676 2,501,130 1,665,224 1,409,283
(5,066,813) (5,276.611) (5,258,907) (5,312,365)
$45,672,553 $46,330,726 $46.,968,198 $47,255,716
$21,057,938 $24,100,116 $26,858,016 $28,848,256
2,037,856 1,849,983 2,828,203 2,582,533
20,362,133 20,359,425 22,640,314 22,815,958
17,111,454 18,961,567 20,537,837 21,331,705
473,615 709,905 647,275 594,672
(4,212,087) (4,989,333) (5,156,776) (5,987,062)
$56,830,909 $60,991,663 $68,354,869 $70,186,062
$74,250,345 $79.474,916 $84,587,147 $88,009,192
19,782,486 18,820,269 19,306,162 19,472,136
54,441,708 56,416,180 58,767,638 60,128,013
17,658,163 20,976,201 22,398,146 23,423,196
1,731,300 1,723,701 1,697,399 1,748,687
(15,360,590) (16,790,060) (17,694,347) (18.442.753)
$152,503,412 $160,621,207 $169,062,145 $174,338,471
$49,400,890 $51,693,910 $54,007,683 $55,554,507
10,950,861 11,691,682 12,171,899 13,540,086
31,982,967 33,425,461 35,049,389 35,255,242
26,872,236 28,457,775 29,150,749 28,304,371
4,790,926 4,642,967 5,255,339 4,843,559
(9,578.206) (10.277.457) (10,220.586) (10.701.997)
$114,419,674 $119,634,338 $125,414473  $126,795,768
$42,564,442 $43,982,183 $45,060,846 $47,455,790
10,575,227 10,924,592 11,975,305 12,637,198
31,840,805 33,605,906 35,169,690 35,415,371
11,250,663 12,142,798 12,277,532 12,960,428
1,058,816 1,146,016 1,032,424 1,265,178
(8,350,165) (8,752,320) (8.414,317) (9,262.374)
$88,939,788 $93,049,175 $97,101,480 $100,471,591




Enrollment

APPENDIX A

The following table sets forth enrollment information for the system of public higher education for the fall

semesters of 2013 through 2017 on the basis of full-time equivalent students and headcount. Final Fall 2018

enrollment numbers will be available early in 2019. Both degree and non-degree students are included.

Full-Time Equivalent
Bridgewater

Fitchburg

Framingham

Mass. College of Art and Design
Mass. College of Liberal Arts
Mass. Maritime Academy
Salem

Westfield

Worcester

State Universities

Community Colleges
University of Massachusetts

Total

Headcount

Bridgewater

Fitchburg

Framingham

Mass. College of Art and Design
Mass. College of Liberal Arts
Mass. Maritime Academy
Salem

Westfield

Worcester

State Universities

Community Colleges
University of Massachusetts

Total

Source: Board of Higher Education
Totals may not add due to rounding.

Fall 2013

9,230
4,422
4,943
1,928
1,516
1,472
7,178
5,646
4.891

41227

61,017
60,34
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11,267
6,680
6,429
2,264
1,716
1,476
9,301
6,371
6.447
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Fall 2014

9,214
4,452
4,996
1,801
1,563
1,542
7,290
5,563
4,872
41293

|

58.94
61,33

Fall2015  Fall2016 Fall 2017
9,176 9,054 9,086
4,452 4,498 4,667
4,881 4,732 4,537
1,717 1,761 1,839
1,450 1,441 1,401
1,669 1,749 1,781
7,285 7,226 7,105
5,680 5,617 5,497
4873 4.860 4,954

41,182 40,938  40.867
56,119 52947 50396
62.416 63.048  63.597
159,718 156,933 154,860
11,089 10,998 11,019
6,598 6,763 7,075
6,398 5,977 5,691
1,990 1,982 2,064
1,641 1,644 1,588
1,674 1,751 1,780
9,215 9,001 8,702
6,496 6,335 6,237
6.306 6.471 6.435
51.407 50922 50,591
92,671 87.527 83397
72,591 73261 73368
216,669 211,710 207,356
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Tuition and Fees

The following are the tuition rates and fees for Massachusetts residents for each of the State Universities,
the Community Colleges and the University of Massachusetts for the academic years 2012-2013 through 2016-2017.
Fees which are payable by some students but not others, including fees for the use of Authority residence halls and
other Authority projects are not included.

Academic Year Academic Year Academic Year Academic Year Academic Year
2013-2014 2015-2016 2015-2016 2016-2017 2017-2018
Tuition Fees Tuition Fees Tuition Fees Tuition Fees Tuition Fees

Bridgewater $910 $7.144 $910 $7,444 $910 $7,994 $910 $8,718 $910 $9,102
Fitchburg 970 8,016 970 8,290 970 8,964 970 9,164 970 9,184
Framingham 970 7,114 970 7,354 970 7,734 970 8,374 970 8,950
Mass. College of

Art and Design 1,030 9,370 1,030 10,194 1,030 10,694 1,030 11,170 1,030 11,670
Mass. College of

Liberal Arts 1,030 7,496 1,030 7,946 1,030 8,446 1,030 8,846 1,030 9,106
Mass. Maritime 1,632 6,374 1,714 6,684
Academy 1,466 5,724 1,480 5,778 1,554 6,076 910 8,826 910 9,368
Salem 910 7,220 910 7,736 910 8,336 970 8,306 970 8,746
Westfield 970 7,328 970 7,712 970 7,846 970 8,232 970 8,562
Worcester 970 7,188 970 7,588 970 7,888 980 9.075 986 9,023
State

Universities* $970 $7.336 $971 $7.710 $975 $8.148 $732  $5.303 $732 $5.299
Community

Colleges* $733  $4,345 $732  $4,529 $732 $4.822 $13.914 $372 $14.346 $389
University of

Massachusetts* $1.618 $10,926 $1.619 $10,999 $1.619 $11,882 $1.030 $11,170 $16.064 $14,711

Source: Board of Higher Education
* Represents weighted average number of students

Remainder of Page Intentionally Left Blank
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Room Rates of Residence Facilities at State Universities

APPENDIX A

The following table shows the range of annual rates charged for the Authority’s residence facilities for the
academic years 2014-2015 through 2018-2019. The Authority conducts a biennial market evaluation to ensure that
rents are at or below the cost of off-campus housing in the area served by each university. In addition, a program for
housing financial aid makes $2.0 million available annually as part of financial aid for students with need. See “THE
AUTHORITY — Management’s Discussion and Analysis; Debt Service — Housing Grant Scholarship Program.”
Regular modest rent increases are implemented to ensure adequate funding for debt service, operating cost increases

and to fund capital improvements:

State University

Bridgewater
Fitchburg
Framingham

Mass. College of Art and Design

Mass. College of Liberal Arts
Mass. Maritime Academy
Salem

Westfield

Worcester

Source: Authority

2014-2015 2015-2016 2016-2017
$6,740-7,840  $6,940-8,080  $7,220-8,400
$5,330-6,710  $5,440-6,840  $5,770-7,470
$6,380-9,060  $6,680-9.280  $6,980-9,580

$8,190-11,440  $8,350-11,670  $8,560-11,960
$5,210-5,510  $5,500-5,700  $5,750-5,950

$6,440 $6,790 $7,130
$6,980-9,900  $7,280-10,320  $7,570-10,730
$5,510-8,350  $5,730-8,680  $5,940-9,000
$7,090-8,180  $7,270-8,370  $7,485-8,585

Remainder of Page Intentionally Left Blank

2017-2018  2018-2019
$7,510-8,862  $7,698-9,128
$6,044-8,273  $6,331-$8,666
$7,280-9,880  $7,560-10,160

$8,820-12,320  $9,261-13,378
$6,050-6,250  $5,000-6,550

$7,340 $7,560
$7,870-11,160  $8,110-11,490
$6,110-9,260  $4,380-9,540
$7,646-8,746  $7,778-8,878
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Occupancy as a Percentage of Design Capacity at
Residence Facilities of State Universities

The following table shows for the academic years 2013-2014 through 2017-2018 and for the Fall of 2018
the occupancy rates of the Authority’s residence facilities at State Universities expressed as a percentage of design
capacity. Actual occupancy can exceed 100% of design capacity when, for example, a double room is occupied by
three students and/or when lounge spaces are converted to residence space (consistent with prevailing codes). This

level of occupancy has been achieved while adding approximately 6,337 additional beds to the system since the fall
0f 2003.

2013-2014 2014-2015 2015-2016 2016-2017 2017-2018  Fall 2018"

Bridgewater 94.6% 99.2% 98.2% 96.4% 94.8% 97.6%
Fitchburg 99.6 103.1 100.9 96.0 92.1 89.5
Framingham 100.3 97.9 97.9 93.8 92.9 92.5
Mass. College of Art and Design 99.2 98.6 98.2 99.2 99.0 97.2
Mass. College of Liberal Arts 85.8 85.7 78.6 77.4 74.4 72.9
Mass. Maritime Academy 111.2 92.5 100.5 104.6 102.0 102.8
Salem 105.9 106.8 99.7 96.3 95.7 92.9
Westfield 98.1 98.3 102.4 99.2 93.9 89.8
Worcester 101.1 86.6 94.0 92.3 95.5 100.0
State University Average' 99.1% 97.5% 97.9% 95.8% 93.9% 93.4%

Source: Authority
* Fall occupancy rates typically higher than spring occupancy rates.

Total Number of Residence Hall Beds by State University

The following table shows the total number of residence hall beds by State University for the academic
years 2014-2015 through 2018-2019:

2014-2015 2015-2016 2016-2017 2017-2018  2018-2019

Bridgewater 3,295 3,281 3,295 3,295 3,294
Fitchburg 1,580 1,580 1,580 1,712 1,712
Framingham 1,931 1,925 1,996 1,978 1,978
Mass. College of Art and Design 919 919 919 919 890
Mass. College of Liberal Arts 1,033 1,033 1,045 1,045 1,026
Mass. Maritime Academy 1,411 1,411 1,411 1,411 1,411
Salem 1,929 2,282 2,282 2,282 2,282
Westfield 2,797 2,765 2,752 2,752 2,752
Worcester 1,577 1,577 1,577 1,577 1,577

Total State Universities 16,472 16,773 16,857 16,971 16,922

Source: Authority
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State Higher Education Admissions Data

The following table sets forth freshman application, acceptance and the percentage registered information for the system of public higher education for fall 2014 through
fall 2017. This information is based solely on fall semester statistics.

Fall 2014 Fall 2015 Fall 2016 Fall 2017
Applied Accepted % Registered Applied Accepted % Registered Applied Accepted % Registered Applied Accepted % Registered

Bridgewater 5,836 4,629 33.70% 5,851 4,719 32.36% 6,862 4,849 29.28% 6,466 5,152 30.10%
Fitchburg 3,820 2,762 26.32% 4,001 2,991 26.41% 3,567 2,663 28.65% 3,609 2,889 26.00%
Framingham 5,210 3,244 24.91% 4,803 3,401 25.14% 6,203 4,019 18.64% 6,039 4,113 18.60%
Mass. College of

Art and Design 1,281 979 33.50% 1,271 909 32.34% 1,531 1,085 34.47% 1,920 1,336 31.70%
Mass. College of

Liberal Arts 2,066 1,493 23.58% 2,091 1,535 17.59% 2,013 1,552 21.07% 1,946 1,494 19.30%
Mass. Maritime

Academy 809 498 64.46% 825 610 63.11% 825 664 60.54% 839 698 56.30%
Salem 5,198 3,668 31.32% 5,164 3,868 28.26% 6,139 4,517 25.35% 6,186 5,067 21.60%
Westfield 5,150 3,840 31.88% 5,140 4,092 31.57% 4,735 3,691 28.94% 4,381 3,735 27.10%
Worcester 4,158 2,549 31.15% 3,703 2.539 32.06% 3.876 2,735 28.92% 3,747 2,860 31.80%
Total State

Universities 33,528 23,662 30.69% 32,849 24,664 29.68% 35,751 25,775 27.31% 35,133 27,344 26.30%
Community

Colleges 39,617 34,841 55.32% 40,502 35,051 53.27% 40,599 35,318 49.26% 41,963 36,475 48.87%

72,960 46,395 21.49%
University of

Massachusetts 62,035 40,364 23.20% 67.057 41,585 22.59% 69.432  44.139 21.30%
150,056 110,214 31.74%
Total 135,180 98,867 36.77% 140,408 101,300 34.93% 145,782 105,232 32.15% 6,466 5,152 30.10%

Source: Board of Higher Education
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State University Faculty Levels

APPENDIX A

The following table sets forth for each State University the number of full-time faculty members for the fall

semester of the academic years 2013-2014 through 2016-2017.

Bridgewater
Fitchburg
Framingham
Mass. College of Art and Design
Mass. College of Liberal Arts
Mass. Maritime Academy
Salem
Westfield
Worcester

Total

Source: Integrated Postsecondary Education Data System

Academic Academic Academic Academic
Year Year Year Year
2013-2014 2014-2015 2015-2016 2016-2017

332 335 362 357
193 204 204 203
186 194 198 197
106 109 112 111
88 90 91 87

79 75 83 89
349 351 349 340
230 235 230 228
206 202 204 211
1,769 1,795 1,833 1,823
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Independent Auditor's Report

To the Board
Massachusetts State College Building Authority

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of
Massachusetts State College Building Authority (the "Authority"), a component unit of the
Commonwealth of Massachusetts, as of and for the years ended June 30, 2018 and 2017, and the
related notes to the financial statements, which collectively comprise the Authority's basic financial
statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor's Responsibility

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 from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of the Authority as of June 30, 2018 and
2017, and the respective changes in financial position and cash flows thereof for the years then ended
in accordance with accounting principles generally accepted in the United States of America.
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Emphasis of Matter

As discussed in Notes 1 and 15 to the financial statements, in fiscal 2018, the Authority adopted new
accounting guidance, Governmental Accounting Standards Board (“GASB”) Statement No. 75,
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions. Our opinion is
not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and the pension and other postemployment benefit schedules
on pages 4 to 15 and 54 to 58, respectively, 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.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
comprise the Authority's basic financial statements. The statistical section contained on pages 59 to 63
is presented for purposes of additional analysis and is not a required part of the basic financial
statements. Such information has not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance
on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 6,
2018, on our consideration of the Authority'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 solely 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
effectiveness of the Authority's internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Authority's internal control over financial reporting and compliance.

Cotr Kegyrick X7

Boston, Massachusetts
November 6, 2018



Massachusetts State College Building Authority
(a component unit of the Commonwealth of Massachusetts)

Management's Discussion and Analysis
For the Years Ended June 30, 2018 and 2017
Unaudited

The following discussion and analysis provide management's overview of the financial position of
the Massachusetts State College Building Authority (the Authority) as of June 30, 2018 and 2017,
and the results of its operations and cash flows for the years then ended. This management's
discussion and analysis is unaudited and should be read in conjunction with the Authority's audited
financial statements and notes, which are attached hereto.

Introduction

The Authority was created pursuant to Chapter 703 of the Acts of 1963 (the Act) of the
Commonwealth of Massachusetts (the Commonwealth), as amended, as a body politic and
corporate and a public instrumentality to finance, design, construct and oversee the management of
residence halls, dining commons, parking, athletic, cultural, and other student life activities primarily
for the use (i) of one or more state colleges, students, staff and their dependents; (ii) for lease to or
use by an organization or association, in any form, of students or others the activities of which are a
part of the activities at one or more state colleges; or (iii) for lease to or use by any other entity the
activities of which further the purposes of one or more of the state colleges. Such facilities may be
provided in collaboration with and for joint use by other agencies, boards, commissions, or
authorities of the Commonwealth. The Act was amended in 2010 to change the definition of state
college to "any of the public institutions of higher education in the state university segment or the
community college segment". The state university segment of the public institutions of higher
education includes the following institutions: Bridgewater, Fitchburg, Framingham, Salem,
Westfield, and Worcester State Universities, Massachusetts College of Liberal Arts, Massachusetts
College of Art and Design, and Massachusetts Maritime Academy. The community college segment
includes the following institutions: Berkshire, Bristol, Bunker Hill, Cape Cod, Greenfield, Holyoke,
Massachusetts Bay, Massasoit, Middlesex, Mount Wachusett, North Shore, Northern Essex,
Quinsigamond, Roxbury, and Springfield Technical Community Colleges.

Pursuant to the Act and a Contract for Financial Assistance, Management and Services between
the Commonwealth acting by and through the Board of Higher Education (BHE) (the Contract), the
Authority annually sets and assesses rents and fees sufficient to provide for the payment of all
costs of its facilities, including maintenance, operation, administration, reserves and to pay debt
service on revenue bonds issued to finance its projects. The Authority receives no direct
appropriation from the Commonwealth. As of June 30, 2018, approximately 17,000 students reside
in the 55 residential complexes owned by the Authority. These facilities house over 40% of full-time
undergraduate students and comprise about 4.5 million square feet of space on the nine state
university campuses.

The state universities certify residence hall occupancy to the Authority and to the Commonwealth's
Department of Higher Education on a semi-annual basis. For the academic years 2017/18 and
2016/17, the number of students housed in on-campus housing owned by the Authority was 93.9%
and 95.8% of design occupancy, respectively.

The following table shows average annual residence hall occupancy every other year from the
2004/05 through 2017/18 academic years and the average number of design occupancy beds for
those periods.



Massachusetts State College Building Authority
(a component unit of the Commonwealth of Massachusetts)

Management's Discussion and Analysis
For the Years Ended June 30, 2018 and 2017

Unaudited
Residence Halls Occupancy Table
Academic Years
State University 2004/05 2006/07  2008/09 2010/11  2012/13  2014/15 2016/17 2017/18
Bridgewater 105.0%  1042%  104.5% 99.7% 98.9% 99.2%  96.4%  94.8%
Fitchburg 100.0% 101.7% 102.5% 103.8% 100.8% 103.1% 96.0%  92.1%
Framingham 100.0% 99.7% 101.0% 103.9% 100.3% 97.9% 93.8% 92.9%
Mass. College of Art & Design 99.0%  101.4% 99.8% 99.4% 99.3% 98.6%  99.2%  99.0%
Mass. College of Liberal Arts 88.0% 94.7% 87.9% 97.5% 91.1% 85.7% 77.4%  74.4%
Mass. Maritime Academy 96.0%  103.4% 94.3%  102.9%  107.9% 92.5% 104.6% 102.0%
Salem 100.0% 100.6% 104.2% 93.5% 106.7% 106.8% 96.3%  95.7%
Westfield 109.0% 108.3% 107.2% 104.3% 101.1% 98.3% 992% 93.9%
Worcester 96.0% 100.6% 102.0% 99.1% 101.9% 86.6% 92.3%  95.5%
Average Occupancy 99.0%  102.5%  101.8%  100.6%  101.0% 97.5% 95.8%  93.9%
Design Occupancy 11,141 12,255 12,968 14,138 15,290 16,458 16,857 16,957

As required by statute, the offices of the Authority are in Boston, Massachusetts. The nine board
members of the Authority are appointed by the Governor; three members must be appointive
members of the Commonwealth's Board of Higher Education.

Economic Factors

The seasonally adjusted unemployment rate for the Commonwealth of Massachusetts from which
the state colleges primarily draw students was 3.5% at June 30, 2018 compared to 4.4% at June
30, 2017 and 4.2% at June 30, 2016. This compares to a national rate of 4% in 2018, 4.4% in 2017
and 4.9% in 2016, according to the U.S. Bureau of Labor Statistics.

Historically, in times of economic uncertainty, the state colleges that the Authority serves
experience increases in their enrollments as high school graduates and unemployed and
underemployed workers seek to update and upgrade their skills. The Authority cannot predict the
extent to which enroliment may vary in the current economic environment.

In the last several fiscal years, the Authority issued bonds during periods of historically low rates to
generate new money for construction projects and to refund certain bonds to achieve interest cost
savings. The Authority strives to offer affordable residence options for students. Student rent for
academic year 2017/18 and 2016/17 on Authority residence facilities compared favorably to both
regional private and other public institutions. In the fall of 2016, Authority rents were the fifth lowest
compared among 40 private regional institutions and third lowest when compared among seven
regional public institutions.

Financial Statements

The Authority's financial statements (pages 16 to 52 of this report) have been prepared in
accordance with accounting principles generally accepted in the United States of America as
promulgated by the Governmental Accounting Standards Board (GASB).

The Statement of Net Position (Deficiency in Net Position) presents assets and deferred outflows of
resources, less liabilities and deferred inflows of resources, with the residual balance being reported
as net position (deficiency in net position). Over time, increases or decreases in net position may
serve as a useful indicator of whether the financial position of the Authority is improving or
deteriorating.



Massachusetts State College Building Authority
(a component unit of the Commonwealth of Massachusetts)

Management's Discussion and Analysis
For the Years Ended June 30, 2018 and 2017
Unaudited

The Statement of Revenues, Expenses, and Changes in Net Position presents information showing
how the Authority's net position changed during the fiscal year presented. All changes in net
position are reported as soon as the underlying event giving rise to the change occurs, regardless
of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for
some items that will only result in cash flows in future fiscal periods (e.g., the payment for accrued
compensated absences, or the receipt of amounts due from state colleges and others for services
rendered).

The Statement of Cash Flows is reported on the direct method. The direct method of cash flow
reporting portrays net cash flows from operations as major classes of operating receipts (e.g.,
income from contracts for financial assistance, management and services) and disbursements (e.g.,
cash paid to employees, contractors, consultants, or vendors for services). GASB Statements 34
and 35 require this method to be used.

The notes to the financial statements describe significant accounting policies adopted by the
Authority and provide additional information that is essential to a full understanding of the data
provided in the financial statements.

Financial Highlights

The Authority issued Series 2017B, $10.6 million of tax-exempt Project Revenue Bonds, and Series
2017C, $7.5 million of taxable Project Revenue Bonds. These issuances will provide funding for
renewal and adaptation projects at Bridgewater State University and Fitchburg State University, for
a Cultural Arts Center at Framingham State, and for the renovation of the Gallery at Massachusetts
College of Art and Design. The bonds were issued with a true interest cost of 2.97% for Series
2017B (non-taxable) and 3.46% for Series 2017C (taxable).

The Authority issued Series 2017D, a $66.2 million of refunding revenue bonds, with net present
value savings of $12.7 million, or 18.1% relative to the refunded bonds.

The total assets of the Authority declined slightly, from $1.31 billion at June 30, 2017 to $1.29 billion
at June 30, 2018. This decline largely relates to depreciation exceeding investment in new capital

assets on authority-owned facilities by $23.6 million. Details of capital assets are provided on pages
13 -14.

Fiscal year 2018 operating revenues increased $1.7 million or 1.9% from fiscal year 2017 due to
increased assessment revenues used to fund debt obligations, Authority operations, and deposits
to capital reserves.

Fiscal year 2018 is the first year of implementation of GASB 75, “Accounting and Reporting for
Postemployment Benefits other than Pensions”. This has increased the Authority’s liabilities by $6.1
million and reflects the Authority’'s share of the Commonwealth’s liability, consistent with the
treatment of GASB 68.
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Management's Discussion and Analysis
For the Years Ended June 30, 2018 and 2017
Unaudited

Financial Analysis

Statements of Net Position (Deficiency in Net Position)

The Authority's net position reflects its investment in capital assets (e.g. land, buildings, furnishings
and equipment) less accumulated depreciation and related outstanding debt used to acquire those
assets. These assets provide on-going services to the state universities and consequently they are
not available to be used to liquidate liabilities. In fiscal year 2002, the Authority began depreciating
its capital assets in accordance with GASB Statements 34 and 35. At that time, the initial
accumulated depreciation of $81.45 million represented the depreciation on its capital assets dating
back to 1963. Depreciation is calculated on a straight-line basis over the estimated useful lives of
the assets in accordance with guidelines established by the Commonwealth.

The Authority’s net position is as follows:

Summary - Statements of Net Position at June 30, 2018, 2017 and 2016

Fiscal year ended June 30,

2018 2017 2016
Current assets $ 86,385,111 $ 76,122,131 $ 82,104,520
Capital assets, net 909,377,246 932,977,708 942,065,389
Other noncurrent assets 293,779,991 302,588,784 308,663,522

Total assets

1,289,542,348

1,311,688,623

1,332,833,431

Deferred outflows of resources

42,298,738

41,831,016

44,825,869

Current liabilities
Noncurrent liabilities

81,530,088
1,291,845,929

77,073,715
1,316,866,154

72,499,240
1,332,697,067

Total liabilities

1,373,376,017

1,393,939,869

1,405,196,307

Deferred inflows of resources 1,149,656 251,890 156,831

Net position:

Net investment in capital assets (29,027,598) (23,187,500) (26,840,022)
Restricted - - 1,365

Unrestricted (13,656,989) (17,484,620) (855,181)
Deficiency in net position $ (42,684,587) (40,672,120) (27,693,838)

Current assets include cash related to project spending, debt service, and Authority operations,

current accounts receivable, and prepaid expenses.

e For the year ended June 30, 2018, current assets increased $10.2 million, or 13% from the prior
year due to an increase in campus funded initiatives, increased interest earnings, and a

decreased spending rate of new money bonds from prior year.
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Management's Discussion and Analysis
For the Years Ended June 30, 2018 and 2017
Unaudited

e For the year ended June 30, 2017, current assets decreased from the prior year due to
increased spending on prior year bonds (2012 and 2014 bond series) and a decrease in prepaid
expenses.

Capital assets include land, buildings, furnishings and equipment, net of depreciation. In recent
years, due to the reduction in capital spending on Authority-owned assets relative to the
depreciation expense, capital assets have decreased. This reduction was $23.6 million, or 2.5% in
FY18 and $9.1 million, or 0.9%, in FY17. Further detail of capital assets is discussed on pages 13 -
14.

Other noncurrent assets decreased 2.9%, or $8.8 million over FY17, and includes debt service
reserve funds, pension reserves, and long-term accounts receivable related to debt service on
university-owned assets.

e For the years ended June 30, 2018 and June 30, 2017 the debt service reserve funds balance
was reduced from their prior years, as reserves in excess of the required level of reserves were
applied as a source of funds to the Refunding Bond Series 2017D and Series 2016A,
respectively. The current debt service reserve fund balance is $81.9 million, a reduction from
$87.6 million in FY17.

e Accounts receivable decreased in FY18 reflecting payments from the universities exceeding
new additions of debt incurred on behalf of universities in FY18.

Deferred outflow of resources was $42.3 million in FY18, a 1.1% change from FY17. This includes
deferred outflows for pensions ($1.0 million), deferred outflows for OPEB and deferred losses on
refunding of debt ($40.6 million).

Reserves for capital improvements, multi-purpose and operating purposes as of June 30, 2018
were $34.0 million compared to $29.2 million as of June 30, 2017. This increase is driven by an
increase in capital reserve balances, as operating cash balances remained consistent from June
30, 2017 to June 30, 2018.

Total liabilities include debt service, accounts payable, payroll related liabilities, liabilities related to
university funds held by the Authority, net pension liability and the other postemployment benefits of
the Authority.

e For the year ended June 30, 2018, total liabilities were $1.37 billion, a decrease of $20.6 million,
or 1.5% from the year ended June 30, 2017. This decrease was largely driven by the decrease
in bonds payable, due to FY18 debt service payments, offset by the 2017D refunding.

e For the year ended June 30, 2017, total liabilities decreased 0.8% due to a $7.4 million
decrease in accounts payable and $16.0 million net reduction in bonds payable offset by a $5.5
million increase in interagency payables.

Beginning with fiscal year 2015, the Authority implemented GASB 68 which requires the Authority to
report the net pension liability which is the difference between the total pension liability and the
value of the assets available in the pension plan’s trust to pay pension benefits. The
Commonwealth calculated the Authority’s proportional share of the Commonwealth’s net pension
liability in fiscal year 2018 to be $3.8 million compared to $3.6 million in fiscal year 2017. The
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Management's Discussion and Analysis
For the Years Ended June 30, 2018 and 2017
Unaudited

Authority invests its retirement trust fund with the Commonwealth’s Pension Reserve Investment
Trust. This investment was valued at $5.2 million as of June 30, 2018 and is more than adequate to
fund the Authority’s net pension liability of $3.8 million.

Beginning in fiscal year 2018, the Authority implemented GASB 75 which requires the Authority to
report the net other postemployment benefits liability, which is the difference between the total
liability and the value of the assets available to pay other postemployment benefits. The
Commonwealth calculated the Authority’s proportional share of the Commonwealth’s net OPEB
liability in fiscal year 2018 to be $6.1 million.

University-owned student activity facilities are not carried as capital assets of the Authority. Project
funds associated with university-owned assets are carried as interagency payable liabilities of the
Authority. Debt associated with university-owned facilities is carried as receivables due from the
college. Interest payments received from the colleges are recognized as investment income by the
Authority.

Debt administration is discussed on pages 14 to 15.

A deficiency in total net position exists primarily due to depreciation and interest expenses
exceeding operating and non-operating revenues over a period of time. The deficiency in net
position at June 30, 2018 increased by $2.0 million compared to the net position at June 30, 2017.
This increase is due to increases to assessment revenues offset by an increase in depreciation and
interest expense and a decrease in capital asset spending and net transfers from colleges. The
deficiency in net position at June 30, 2017 increased by $13.0 million compared to the net position
at June 30, 2016. This increase is due to the $5.9 million recordation of net other postemployment
benefits liability, as well as increases to assessment revenues offset by an increase in depreciation
and interest expense and a decrease in net transfers from colleges. The net position for the years
ended June 30, 2018 and 2017, excluding depreciation, was $1.7 million and $2.7 million,
respectively.

Statements of Revenues, Expenses and Changes in Net Position

Authority revenue is primarily derived from assessments of state college residence hall rents and
student activity fees pursuant to the Contract, in which the BHE commits the state colleges to meet
the statutory and financial obligations related to the projects. The assessments provide the revenue
needed to fund annual debt service requirements associated with bonds issued to finance capital
projects, reserve deposits, insurance premiums, and Authority operating expenses.



Massachusetts State College Building Authority
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Management's Discussion and Analysis

For the Years Ended June 30, 2018 and 2017
Unaudited

Summary - Operating and Non-Operating Revenues and Expense

Fiscal year ended June 30,

2018 2017 2016

Total operating revenues $ 88,207,426 $ 86,528,566 $ 77,130,457
Total operating expenses 48,102,770 46,866,913 45,145,972

Operating income 40,104,656 39,661,653 31,984,485
Nonoperating expenses, net (42,117,123) (46,719,770) (30,673,221)
Increase (decrease) in net position (2,012,467) (7,058,117) 1,311,264
Net position - beginning of the year (40,672,120) (33,614,003) (29,005,102)
Net position - end of the year $ (42,684,587) $ (40,672,120) $ (27,693,838)

Operating revenues include contracts for assistance, management and services, management fees,
and other miscellaneous revenue.

For the year ended June 30, 2018, operating income grew $1.7 million, or 1.9% from $86.5 million
for the year ended June 30, 2017 due to increases in assessment revenues.

For the year ended June 30, 2017, operating income grew 12.2% to $86.5 million from $77.1 million
for the year ended June 30, 2016 due to increased assessment revenues.

Summary - Total Revenue Fiscal Years 2018 and 2017

2018 2017

wAssessment Income = Assessment Income

= Investment Income ® Investment Income

Transfers from
Univarsitias

Translers from

Unwersilies

m Other Miscellaneous
Sources

m Other Miscellaneous
Sources

Operating expenses include depreciation, insurance premium costs and operating expenses
associated with Authority operations.

For the year ended June 30, 2018, the $1.2 million increase in operating expenses was due a $1.0

million increase in depreciation expense, slight increase in insurance costs, and slight increase in
Authority operating expenses.
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Management's Discussion and Analysis
For the Years Ended June 30, 2018 and 2017
Unaudited

e For the year ended June 30, 2017, depreciation expense was $43.3 million compared to $41.8
million in fiscal year 2016. The $1.6 million increase in depreciation expense was due to the
additional depreciable assets brought into use in fiscal year 2017.

Net nonoperating expenses include net transfers between the Authority and the state universities in
support of capital projects, annual interest expense incurred on the Authority's debt obligations, less
investment income used to offset debt service requirements, bond issuance costs, and other one-
time expenses.

e For the year ended June 30, 2018, the $4.6 million decrease in nonoperating expenses was due
to increases in net investment income and a decrease in interest expense.

e For the year ended June 30, 2017, the $16.0 million increase in nonoperating expenses was
due to a decrease in net investment income and transfers from state colleges offset by an
increase in interest expense.

e During the year ended June 30, 2018, the Authority distributed settlement funds related to the
restructuring of the Series 2003A&B escrow bonds. These funds totaled $2.5 million and are
included in net nonoperating expenses.

e For the year ended June 30, 2018, interest expense decreased by $2.9 million, or 5%.

e For the year ended June 30, 2017, interest expense increased by 5.1% or $2.8 million in fiscal
year 2017 due to increased interest costs associated with outstanding bonds.

e For the year ended June 30, 2018, net investment income increased $2.1 million, or 26%,
reflecting both an increased rate environment as well as increased cash balances.

e For the year ended June 30, 2017, net investment income decreased by $7.4 million.

The charts below compare total expenses, excluding interest expense, for fiscal year 2018 with fiscal
year 2017.

Summary - Total Expenses (excluding Interest Expense) Fiscal Years 2018 and 2017

= Depreciation = Depreciation

= Authority operating
EXpENSEes

= Authority operating
expenses
Insurance cosls Insurance cosls

= Bond Bsuance costs = Bond Bsuance costs

= Other expenses u Other expensas

Statements of Cash Flows

Authority cash in-flows are primarily generated from assessments received from the state colleges
and proceeds from bond issuances. Cash out-flows are primarily from continued payments for
additions to Authority capital assets, payments for additions to university-owned assets, and
payment of principal and interest on Authority debt.
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Summary - Statements of Cash Flows

Fiscal year ended June 30,

2018 2017 2016
Cash received from operations $ 88,207,426  $ 86,528,566 $ 77,130,457
Cash expended for operations (4,016,821) (2,238,963) (3,253,757)
Net cash provided by operations 84,190,605 84,289,603 73,876,700
Net cash provided by (used in) capital and (82,897,124) (93,917,907)  (165,228,405)
related financing activities
Net cash provided by (used in) investing activities 5,916,543 3,448,845 14,922,753
Net increase (decrease) in cash and cash equivalents 7,210,024 (6,179,459) (76,428,952)
Cash and cash equivalents, beginning of year 76,558,369 82,737,828 159,166,780
Cash and cash equivalents, end of year $ 83,768,393  $ 76,558,369 $ 82,737,828

Cash and cash equivalents were $83.8 million at June 30, 2018 compared to $76.6 million at June
30, 2017. The $7.2 million increase is due primarily to increased campus held project funds and
increased project reserves. In addition, spending of current year bond proceeds was at a slower
rate in fiscal year 2018 (for bond funds 2017B and 2017C) than in fiscal year 2017 (for bond series
2017A) leading to increased cash balances at year end.

Cash and cash equivalents were $76.6 million at June 30, 2017 compared to $82.7 million at June
30, 2016. The $6.2 million decrease is due primarily to project fund spending from outstanding
bonds offset by the receipt of $21.0 million in proceeds from the Series 2017A Bonds.

Cash provided by operations includes cash received for contract revenue from campuses, cash spent
on insurance, operating expenses and Authority employees and other miscellaneous receipts.

Cash provided by operations was consistent from $84.3 in FY17 to $84.2 in FY18. This consistency
from FY17 to FY18 is the net of increased assessment revenues offset by cash payments for
insurance costs reflecting both FY18 and FY19 costs in this fiscal year.

Cash provided by operations exceeded the cash expended for operations in fiscal year 2017 by
$84.3 million compared to $73.9 million. The $10.4 million increase in cash received from contract
payments was primarily a result of increased assessments for debt service.

Cash used in capital and related financing activities includes proceeds and cash paid related to bond
issuances and refunding, payments for capital assets, payments and transfers for interagency
payments and receipts between the Authority and the universities, and principal and interest paid on
capital debt.

e In fiscal year 2018, net cash used in capital and related financing activities was $82.9 million
compared to $93.9 million in fiscal year 2017. The change between fiscal years is primarily
attributable to a $19.7 million year over year reduction in project spending for Authority-owned
projects, offset by decreased cash spending on principal and interest on capital debt of $4.3
million and funds received, and payments made on behalf of others of $2.7 million.
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e In fiscal year 2017, net cash used in capital and related financing activities was $93.9 million
compared to $165.2 million in fiscal year 2016. The change between fiscal years is primarily
attributable to a year over year reduction in project spending for both residence halls and
student activity projects.

Cash provided by investing activities includes proceeds from sales and maturities of investments,
purchases of investments, and interest earned on investments.

For the year ended June 30, 2018, net cash provided by investing activities increased to $5.9
million, a 71.6% increase over the year ended June 30, 2017. This increase was driven by $1.8
million net proceeds from the sales and maturities of investments. This increase in cash provided by
investing activities reflects both an increased rate environment, as well as increased cash balances
over FY17.

Capital Assets

The Authority’s investment in capital assets as of June 30, 2018 was $909.4 million, net of
accumulated depreciation, compared to $933.0 million as of June 30, 2017 and $942.1 million as of
June 30, 2016. Capital assets include land, buildings and improvements thereon, furnishings and
equipment. Capital assets comprised approximately 71% of total assets at June 30, 2018 and June
30, 2017 and June 30, 2016. During the years ended June 30, 2018 and 2017, the Authority had
additions to capital assets of $20.7 million and $34.2 million, respectively, in constructing new
assets and improvements on assets already in service, inclusive of construction in progress. The
major components of capital assets are presented below.

Construction in progress represents the balance of additions to Authority assets for projects
currently underway. The construction in progress balance was $9.9 million at June 30, 2018
compared to $11.0 million at June 30, 2017. The decrease in construction in progress was due to
fewer Authority-owned projects underway and undertaken in fiscal year 2018.

The buildings and improvements balance were $1.30 billion at June 30, 2018 compared to $1.28
billion at June 30, 2017 and $1.25 billion at June 30, 2016.

The furnishings and equipment balance was $59.5 million at June 30, 2018, compared to $57.8
million at June 30, 2017 and $55.3 million at June 30, 2016. The $1.7 million increase in furnishings
and equipment in fiscal year 2018 was attributable to purchases across the state colleges.

Land was $21.6 million at June 30, 2018, $19.2 million at June 30, 2017, and $11.6 million at June
30, 2016. The $2.4 million increase in land in fiscal year 2018 was attributable to the acquisition of
the Cultural Center on behalf of Framingham State and 132 Highland Ave on behalf of Fitchburg
State. The increase in land in fiscal year 2017 was attributable to the acquisition of Simonds Hall on
behalf of Fitchburg State.

The Authority has entered into various commitments for the purchase of equipment, construction of
certain facilities and other improvements relating to both Authority assets and university-owned
assets. As of June 30, 2018, and 2017, respectively, such commitments were approximately $25.5
million and $17.3 million.
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Additions to university-owned facilities have no effect on the Authority's capital assets. Project funds
associated with university-owned assets are held as interagency payable liabilities of the Authority.
As university-owned asset project funds are spent the corresponding payable balances are reduced
accordingly.

Debt Administration

The Act authorizes the Authority to issue bonds to finance the design and construction of residence
facilities, dining commons, parking, athletic, cultural, and other student activity facilities at the state
colleges. Also, under certain circumstances, the Authority may provide financing for certain projects
that are managed by the Commonwealth. Authority bonds are special obligations of the Authority
payable solely from revenues and certain pledged funds provided under the provisions of the Act,
the Contract and the Trust Agreement between the Authority and trustee. Annually, the Authority
collects assessments from each state college in amounts sufficient for the payment of, among other
things, the debt service on the Authority's bonds. These assessments are primarily derived from the
rents and fees on the Authority's facilities, and on university-owned facilities financed by the
Authority, as annually set by the Authority. As additional security for the Authority's bonds, the Act
and the Contract provide for an intercept of legislative appropriations to the state universities, if the
Authority otherwise lacks sufficient funds to pay debt service in full and on time. This intercept
mechanism was clarified and streamlined by amendments to the Act in 2009 and 2011 and the
Contract was amended to conform to the statutory changes.

As of June 30, 2018, the Authority had $1.20 billion in principal amount of bonds outstanding
compared to $1.23 billion and $1.24 billion at June 30, 2017 and 2016, respectively. The
outstanding bond obligations carried unamortized premium balances of $116.9 million, $113.9
million, and $117.7 million, respectively, as of June 30, 2018, 2017 and 2016. The $28.6 million
decrease in bonds outstanding in fiscal year 2018 is attributable to $41.3 million of principal
payments and $5.5 million reduction in principal related to the 2017D refunding, offset by $18.2
million in new debt related to the 2017B and 2017C issuances. All the outstanding bonds carry fixed
interest rates payable semi-annually on May and November 1%t. For all state university program
bonds, principal is payable annually on May 1%, with a final maturity of 2049. Principal is payable
semi-annually on May 1 and November 1 for the Community College Bonds, Series 2 issued in
2017 and Series 1, which was issued in fiscal year 2014. The Authority's outstanding debt has no
associated interest rate exchange agreements. Of the amount, outstanding, $112.8 million are
taxable Build America Bonds for which the Authority was to receive a 35% interest rate subsidy
directly from the U.S. Treasury. In fiscal years 2018, 2017 and 2016, a portion of the Authority's
interest rate subsidy was reduced by approximately 6.6%, 6.9% and 6.8%, respectively, due to the
federal government budgetary sequestration. The balance of the Authority’s outstanding bonds is
tax-exempt. The Authority has no Commonwealth-guaranteed debt outstanding and no
authorization to issue any.

The Authority's state university program bonds are rated Aa2 by Moody’s and AA- by S&P Global
as of June 30, 2018. On June 17, 2017, S&P Global lowered the Authority’s credit rating from AA,
mirroring its one notch lowering of the Commonwealth of Massachusetts rating from AA+ to AA.
The Community College Program, Series 1 and Series 2 bonds are not rated.

Requests for Information
The Authority's financial statements are designed to present readers with a general overview of the
Authority's finances. Additional financial information, including official statements relating to the
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Authority's bonds, can be found on the Authority's website www.mscba.org. Questions concerning
the financial statements or requests for additional financial information should be addressed to the

Executive Director, Massachusetts State College Building Authority, 253 Summer Street, Suite 300,
Boston, Massachusetts 02110.
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Statements of Net Position (Deficiency in Net Position)
June 30, 2018 and 2017

2018 2017
ASSETS
Current assets
Cash and cash equivalents 33,981,364 29,156,520
Restricted cash and cash equivalents 39,323,748 35,200,105
Accounts receivable, net 12,209,389 11,698,026
Prepaid expenses 870,610 67,480
Total current assets 86,385,111 76,122,131
Noncurrent assets
Restricted cash and cash equivalents 10,463,281 12,201,744
Restricted investments, including amounts held by trustee 76,659,710 80,082,527
Accounts receivable, net 206,657,000 210,304,513
Capital assets, net 909,377,246 932,977,708

Total noncurrent assets
Total assets

DEFERRED OUTFLOWS OF RESOURCES

1,203,157,237

1,235,566,492

1,289,542,348

1,311,688,623

Deferred outflows for pensions 1,008,486 1,017,026

Deferred outflows for OPEB 682,316 -

Deferred losses on refunding of debt 40,607,936 40,813,990
Total deferred outflows of resources 42,298,738 41,831,016
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Massachusetts State College Building Authority

(A Component Unit of the Commonwealth of Massachusetts)

Statements of Net Position (Deficiency in Net Position)

June 30, 2018 and 2017

2018 2017
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities 17,606,682 14,023,997
Accrued payroll 252,905 220,676
Interagency payables 17,069,615 15,560,182
Compensated absences 112,902 115,664
Current portion of bonds payable 46,487,984 47,153,196
Total current liabilities 81,530,088 77,073,715
Noncurrent liabilities
Compensated absences 146,884 144,281
Interagency payables 9,294,150 9,812,750
Bonds payable, net of current portion 1,272,469,094 1,297,376,297
Net pension liability 3,828,162 3,612,661
Net OPEB liability 6,107,639 5,920,165

Total noncurrent liabilities 1,291,845,929 1,316,866,154

Total liabilities 1,373,376,017 1,393,939,869

DEFERRED INFLOWS OF RESOURCES

Deferred inflows for pensions 336,714 251,890
Deferred inflows for OPEB 812,942 -
Total deferred inflows of resources 1,149,656 251,890

NET POSITION (DEFICIENCY IN NET POSITION)

Net investment in capital assets (29,027,598) (23,187,500)
Unrestricted (13,656,989) (17,484,620)
Total net position (deficiency in net position) $ (42,684,587) $ (40,672,120)

See Notes to Financial Statements.
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Massachusetts State College Building Authority

(A Component Unit of the Commonwealth of Massachusetts)

Statements of Revenues, Expenses and Changes in Net Position
Years Ended June 30, 2018 and 2017

Net nonoperating revenues (expenses)

2018 2017
OPERATING REVENUES
Income from contracts for financial assistance,
management, and services 87,755,221 $ 85,979,296
Other miscellaneous revenues 452,205 549,270
Total operating revenues 88,207,426 86,528,566
OPERATING EXPENSES
Insurance costs 1,160,311 1,086,763
Authority operating expenses 2,473,051 2,338,033
Depreciation 44,346,059 43,333,694
Other expenses 123,349 108,423
Total operating expenses 48,102,770 46,866,913
Operating income 40,104,656 39,661,653
NONOPERATING REVENUES (EXPENSES)
Net investment income 10,053,652 7,981,303
Interest expense (54,281,857) (567,143,097)
Bond issuance costs (655,786) (230,315)
Net transfers to/from State Universities 498,508 421,418
Build America Bonds interest subsidy 2,198,010 2,201,230
Miscellaneous nonoperating revenue (expense) 70,350 49,691

(42,117,123)

(46,719,770)

INCREASE (DECREASE) IN NET POSITION (2,012,467) (7,058,117)

NET POSITION (DEFICIENCY IN NET POSITION),

BEGINNING OF YEAR (40,672,120) (27,693,838)

RESTATEMENT (NOTE 15) - (5,920,165)

NET POSITION (DEFICIENCY IN NET POSITION),

BEGINNING OF YEAR, AS RESTATED (40,672,120) (33,614,003)

NET POSITION (DEFICIENCY IN NET POSITION),

END OF YEAR $ (42,684,587) $ (40,672,120)

See Notes to Financial Statements.
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2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from contracts for financial assistance,
management, and services $ 87,755,221 $ 85,979,296
Other miscellaneous receipts 452,205 549,270
Payments for insurance costs (2,079,456) (242,972)
Payments for operating expenses (761,431) (965,017)
Payments to employees (1,052,585) (922,551)
Payments for other expenses (123,349) (108,423)
Net cash provided by operating activities 84,190,605 84,289,603
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from bond issuance 95,319,217 24,927,946
Cash paid to bond trustee related to advanced refunding (73,170,370) -
Build America Bonds interest subsidy 2,201,624 2,199,262
Payments of bond issuance costs (655,786) (230,315)
Payments for capital assets (19,307,869) (38,988,992)
Miscellaneous receipts (expenditures) 70,350 49,691
Collections of debt service receivables 18,257,461 16,829,273
Transfer of funds from State Universities 498,508 421,418
Payments from funds held for others (17,829,091) (7,141,441)
Funds received and held for others 13,021,086 5,020,571
Principal paid on capital debt (45,295,633) (35,803,682)
Interest paid on capital debt (56,006,621) (61,201,638)
Net cash used in capital and related
financing activities (82,897,124) (93,917,907)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments 11,920,371 48,388,845
Purchases of investments (10,274,450) (48,550,995)
Interest on investments 4,270,622 3,610,995
Net cash provided by investing activities 5,916,543 3,448,845
Net increase (decrease) in cash and cash equivalents 7,210,024 (6,179,459)
Cash and cash equivalents, beginning of year 76,558,369 82,737,828
Cash and cash equivalents, end of year $ 83,768,393 $ 76,558,369
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Years Ended June 30, 2018 and 2017

2018 2017
RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES
Operating income $ 40,104,656 $ 39,661,653
Adjustments to reconcile operating income to net cash
provided by (used in) operating activities:
Depreciation 44,346,059 43,333,694
Change in net pension liability 308,865 298,229
Change in unfunded net OPEB liability 318,100 -
Changes in assets and liabilities
Prepaid expenses (803,130) 804,238
Accounts payable and accrued liabilities (116,015) 39,553
Accrued payroll and compensated absences 32,070 152,236
Net cash provided by operating activities $ 84,190,605 $ 84,289,603
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Supplemental cash flows information
Schedule of noncash investing, capital and financing activities

2018
Acquisition of capital assets 20,745,597
Accounts payable thereon:
Beginning of year 4,258,530
End of year (5,696,258)
Payments for capital assets 19,307,869
Accounts receivable and Interagency payables related to State
College capital projects on State College owned property 7,565,000
Unearned interest income on accounts receivable related to
State College capital projects on State College owned property 3,118,506
Contractor accounts payable related to State College capital
projects on State College owned property 1,900,729
Unrealized gain (loss) on investment securities (1,776,896)
2017
Acquisition of capital assets 34,246,013
Accounts payable thereon:
Beginning of year 9,001,509
End of year (4,258,530)
Payments for capital assets 38,988,992
Accounts receivable and Interagency payables related to State
College capital projects on State College owned property 7,221,418
Unearned interest income on accounts receivable related to State
College capital projects on State College owned property 3,040,517
Contractor accounts payable related to State College capital projects on
State College owned property 138,728
Unrealized gain (loss) on investment securities (3,001,507)

See Notes to Financial Statements.
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Notes to Financial Statements
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Note 1 - Summary of significant accounting policies

Organization

Massachusetts State College Building Authority (the "Authority") was created pursuant to Chapter
703 of the Acts of 1963 of the Commonwealth of Massachusetts (the "State" or the
"Commonwealth"), as amended (the "Act"), as a body politic and corporate and a public
instrumentality for the general purpose of providing dormitories, dining commons and other facilities
primarily for use by students and staff of certain state colleges of the Commonwealth of
Massachusetts and their dependents. Such facilities may be provided in collaboration with and for
joint use by, other agencies, boards, commissions, or authorities of the Commonwealth. The Act
defines State Colleges as the state university and community college segments of the
Commonwealth's public higher education system. The state universities include Bridgewater,
Fitchburg, Framingham, Salem, Westfield and Worcester State Universities, Massachusetts College
of Liberal Arts, Massachusetts College of Art and Design and Massachusetts Maritime Academy
(collectively, the "State Universities"). The community colleges include Berkshire, Bristol, Bunker
Hill, Cape Cod, Greenfield, Holyoke, Massachusetts Bay, Massasoit, Middlesex, Mount Wachusett,
North Shore, Northern Essex, Quinsigamond, Roxbury and Springfield Technical (collectively, the
"Community Colleges"). The Authority provides bond financing, design and construction
management of new facilities, major renovations, adaption and capital repairs for its projects at the
State Colleges. Annual obligations of the Authority include rent setting and oversight of State
University residence hall operating budgets. The Authority's operations are primarily governed by a
Contract for Financial Assistance, Management and Services with the Board of Higher Education of
the Commonwealth ("BHE"), in which the BHE commits the State Colleges to meet the statutory
and financial obligations related to the projects.

The Authority is a component unit of the Commonwealth of Massachusetts. Accordingly, the
accompanying financial statements may not necessarily be indicative of the conditions that would
have existed if the Authority had been operated as an independent organization. The Authority's
financial statements are included in the Commonwealth's financial statements as a blended
component unit.

Basis of presentation

The accompanying financial statements have been prepared using the "economic resources
measurement focus" and the accrual basis of accounting in accordance with accounting principles
generally accepted in the United States of America, as prescribed by the Governmental Accounting
Standards Board ("GASB"). Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met.

The Authority has determined that it functions as a Business-Type Activity, as defined by GASB.

The Authority's policy for defining operating activities in the statements of revenues, expenses, and
changes in net position are those that generally result from exchange transactions such as the
payment received for services and payment made for the purchase of goods and services. Certain
other transactions are reported as nonoperating activities in accordance with GASB Statement No.
35. These nonoperating activities include the Authority's net investment income and interest
expense.
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Net position
GASB Statement No. 34 requires that resources be classified for accounting purposes into the
following three net position categories:

o Net investment in capital assets: Capital assets, which are net of accumulated
depreciation and outstanding principal balances of debt attributable to the acquisition,
construction, repair, or improvement of those assets. Deferred outflows of resources and
deferred inflows of resources that are attributable to the acquisition, construction, or
improvement of those assets or related debt are also included in this component of net
position.

e Restricted:

Nonexpendable - Net position which use is subject to externally imposed conditions that
the Authority must maintain them in perpetuity.

Expendable - Net position which use is subject to externally imposed conditions that
can be fulfilled by the actions of the Authority pursuant to those conditions or that expire
by the passage of time.

e Unrestricted: All other categories of net position. Unrestricted net position may be
designated for specific purposes by action of the Authority's Board.

The Authority has adopted a policy of reviewing, on an individual basis, all restricted - expendable
funds, for the purpose of determining the order in which restricted - expendable and unrestricted
funds would be utilized.

In accordance with the requirements of the Act, the Authority's operations are accounted for in
several trust funds. All of these trust funds have been consolidated and are included in these
financial statements.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America 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
expenses during the reporting period. Actual results could differ from those estimates.

Cash equivalents
The Authority considers all highly liquid debt instruments purchased with an original maturity date of
three months or less to be cash equivalents.

Investments

Investments in marketable securities are stated at fair value. Realized and unrealized gains and
losses are included in nonoperating revenues. Gains and losses on the disposition of investments
are determined based on specific identification of securities sold or the average cost method.
Investment income is recognized when earned and is generally credited to the trust fund holding the
related assets. There were no significant realized gains or losses on investments during the years
ended June 30, 2018 and 2017.

The Authority has no donor-restricted endowments.
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The Authority is currently authorized by its Board and the statutes of the Commonwealth to invest
funds of the Authority. The Board shall establish investment policy, but delegate to the Finance and
Audit Committee of the Authority to direct an investment advisor.

Accounts receivable

Accounts receivable are stated at the total amount of the future minimum payments to be received
less unearned interest income. Interest income is recognized using the effective interest method.
No allowance for doubtful accounts has been made as of June 30, 2018 and 2017, as management
considers all amounts fully collectible.

Capital assets

The accompanying financial statements include the transactions of all of the Authority-owned
capital assets, which include residence halls for approximately 17,000 students in 2018 and 16,800
students in 2017, some with dining facilities as well as some with student activity facilities and land,
at the State Universities.

Project costs include land acquisition, architectural and engineering services, construction,
furnishings and equipment and related expenses for legal, accounting, and financial services. Such
expenses have been incurred for the construction of new facilities and for capital improvements to
existing facilities. Fire alarm system improvements, the installation of automatic sprinkler systems,
the repair and replacement of roofs and windows, and improvements to make the facilities
accessible for use by handicapped persons are examples of capital improvements to existing
facilities undertaken by the Authority.

Real estate assets, including improvements, are generally stated at cost. Furnishings and
equipment are stated at cost at date of acquisition. In accordance with the Authority's capitalization
policy, only those items with a total project cost of more than $50,000, and all furniture, fixtures and
equipment, are capitalized. Interest costs on debt related to capital assets is capitalized during the
construction period. Authority capital assets, with the exception of land and construction in
progress, are depreciated on a straight-line basis over their estimated useful lives, which range
from 3 to 40 years.

Bond issuance costs
Bond issuance costs are expensed as incurred. During fiscal 2018 and 2017, the Authority incurred
$655,786 and $230,315, respectively, of bond issuance costs.

Fringe benefits

The Authority participates in the Commonwealth's fringe benefit programs, including health
insurance, unemployment, pension and other postemployment benefits for which it is billed by the
Commonwealth. Worker's compensation insurance is purchased as a separate policy within the
Authority's insurance portfolio.

Other postemployment benefits

For purposes of measuring the net postemployment benefits other than pensions (“OPEB”) liability,
deferred outflows of resources and deferred inflows of resources related to OPEB, and OPEB
expense, information about the fiduciary net position of the Commonwealth of Massachusetts
OPEB Plan (the “Plan”) and additions to/deductions from the Plan’s fiduciary net position have been
determined on the same basis as they are reported by the Plan. Investments are reported at fair
value.
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Pension plan

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the fiduciary net
position of the Massachusetts State Employees' Retirement System ("MSERS") and additions
to/deductions from MSERS's fiduciary net position have been determined on the same basis as
they are reported by MSERS. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

Compensated absences

Employees earn the right to be compensated during absences for vacation leave and sick leave.
Accrued vacation is the amount earned and unused by all eligible employees through June 30 of
each year. The accrued sick leave balance represents 20% of amounts earned at the end of the
fiscal year. Upon retirement, these employees are entitled to receive payment for these accrued
balances.

Interest expense and capitalization

The Authority may capitalize interest costs incurred during the construction period of qualifying
property assets. The amount of interest costs capitalized on qualifying assets acquired with
proceeds of tax-exempt borrowings consists of all interest costs of the borrowing less any interest
earned on related interest-bearing investments acquired with proceeds of the related tax-exempt
borrowings from the date of the borrowing until the assets are ready for their intended use. Bond
premiums are amortized to interest expense on a straight-line basis over the terms of the related
bonds. Deferred losses on bond refundings are amortized to interest expense principally on the
effective interest method over the terms of the old trust or new trust agreements, whichever is
shorter. During fiscal 2018 and 2017, total interest costs were accounted for as follows:

2018 2017
Total interest incurred $ 56,505,592 $ 59,111,476
Amortization of bond premium (5,201,225) (5,085,992)
Amortization of deferred loss 2,977,490 3,117,613
Interest expense $ 54,281,857 $ 57,143,097

Income tax status
The Authority is a component unit of the Commonwealth and is therefore exempt from federal and
state income taxes.

Reclassifications
Certain reclassifications have been made to the 2017 financial statements to conform to the 2018
presentation.

Recently adopted accounting pronouncements

In June 2015, the GASB issued GASB Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions. The primary objective of GASB Statement No. 75
is to improve accounting and financial reporting by state and local governments for postemployment
benefits other than pensions. GASB Statement No. 75 establishes standards for recognizing and
measuring liabilities, deferred outflows of resources, deferred inflows of resources, and
expense/expenditures. The Statement also enhances accountability and transparency through
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revised and new note disclosures and required supplementary information. The requirements of
GASB Statement No. 75 are effective for financial statements for fiscal years beginning after June
15, 2017. The Authority adopted this standard in fiscal year 2018.

The impact of implementing GASB Statement No. 75 on the Authority’s financial statements is
further discussed in Notes 13 and 15.

Note 2 - Cash and cash equivalents, and investments

Credit risk
Credit risk includes the risk that securities that the Authority has invested in will default.

The Authority's Trust Agreement stipulates that only certain highly rated securities are eligible
investments. The Authority has a formal investment policy consistent with the Trust Agreement in
which permissible investment obligations include: (i) certain direct or agency obligations which are
unconditionally guaranteed by the United States of America; (ii) certain interest-bearing instruments
issued by a banking institution with a long-term unsecured debt rating in one of the two highest
long-term rating categories, (iii) commercial paper rated in the highest rating category; and (iv)
obligations of state or local governments or authorities thereof rated in the two highest rating
categories. The Authority is also required to comply with the Commonwealth of Massachusetts'
deposit and investment policies which are principally defined in the Massachusetts General Laws,
Chapter 29. The Authority's deposit and investment policies are generally consistent with those of
the State Statutes.

Custodial credit risk

Custodial credit risk is the risk that, in the event of a bank failure, the Authority's deposits and/or
investments may not be returned to it. The Authority does not have a formal policy with respect to
the custodial credit risk.

The Authority has two primary commercial banking relationships: Citizens Bank, N.A. ("Citizens") is
the Authority's primary depository bank, U.S. Bank National Association ("U.S. Bank") is the
Authority's trustee bank and holds all bond and related funds pursuant to the Trust Agreement. The
Authority is party to a third party custodian agreement in which Citizens provides the Authority with
collateral equal to the Authority's uninsured deposits and the custodian provides safekeeping
services and holds the collateral on behalf of and for the benefit of the Authority. Pursuant to the
agreement, eligible collateral is limited to only those obligations which are guaranteed as to the
payment of principal and interest by the United States of America. All of the Authority's bank
balances held by Citizens of $45,459,722 and $34,620,246 as of June 30, 2018 and 2017,
respectively, were secured and fully collateralized pursuant to this agreement.

The Authority does not have a formal deposit policy for custodial credit risk with U.S. Bank. As of
June 30, 2018 and 2017, the fair market value of the Authority's cash equivalent balances with U.S.
Bank of $38,301,087 and $40,477,349, respectively, were exposed to custodial credit risk because
they were uninsured and uncollateralized. These funds were invested in Fidelity Institutional Money
Market Government Fund 57 (the "Fund 57") as of June 30, 2018, and in Fund 57 and the
Massachusetts Municipal Depository Trust ("MMDT") as of June 30, 2017. Fund 57 invests primarily
in U.S. government securities, repurchase agreements, and may invest in reverse repurchase
agreements guaranteed by U.S. Treasury obligations. MMDT invests primarily in U.S. Government
securities, bank obligations, commercial paper and municipal securities. Both the Fund 57 and
MMDT seek to preserve the investment value of $1 per share and the investment securities
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maintain a weighted average maturity of 60 days or less. The funds were not rated for average
credit quality at June 30, 2018 and June 30, 2017.

As of June 30, 2017, the fair value of the Authority's deposits held at the MMDT was $1,504,416. At
June 30, 2017, the approximate percentage of the Authority's deposits held at the MMDT and the
respective investment maturities in days were as follows: 58% at 30 days or less; 25% at 31-90
days; 14% at 91-180 days; and 3% at 181 days or more, respectively. At June 30, 2017, the
MMDT's cash portfolio had a credit quality rating of either P1 or P2.

In addition to the commercial banking relationships, the Authority invests its retirement trust fund
(Note 12) with the Massachusetts Pension Reserve Investment Trust ("PRIT"). PRIT consists of two
investment funds, the Capital Fund and the Cash Fund. Each of these funds is managed,
accounted for, and held separately by PRIT's custodian bank, Bank of New York ("BNY") Mellon.
The Cash Fund consists of short-term investments, which are used to meet liquidity requirements.
All Cash Fund earnings are reinvested. The Cash Fund maintains a stable net asset value of $1.00
per unit. The Capital Fund is invested in the General Allocation Account, which invests in all asset
classes of PRIT in accordance with its asset allocation plan and investment policy guidelines. The
Capital Fund serves as the investment portfolio of PRIT and consists of the following investments at
June 30, 2018 and 2017: General Allocation (holds units of other accounts), Domestic Equity, Core
Fixed Income, Value-Added Fixed Income, International Equity, Emerging Markets, Real Estate,
Timberland, Timber/Natural Resources, Hedge Funds and Private Equity Investments. The funds
held in the amount of $5,194,143 and $4,669,011 as of June 30, 2018 and 2017, respectively, with
PRIT are intended to be used to fund the net pension liability. These funds were not rated for
average credit quality at June 30, 2018 and 2017.

The Authority's investments are held at U.S. Bank, Citizens and PRIT and are represented by the
following at June 30, 2018 and 2017:

2018 2017
Cost Fair value Cost Fair value
U.S. Government Agencies $ 33,720,219 $ 33,962,392 $ 34,503,016 $ 35,231,646
State taxable bonds 16,155,000 19,316,330 17,475,000 21,651,292
U.S. Treasuries 16,639,226 18,186,845 16,639,224 18,530,578
Mutual funds 4,923,149 5,194,143 4,466,441 4,669,011

$ 71,437,594 $ 76,659,710 $ 73,083,681 $ 80,082,527

The Authority classifies its restricted cash and cash equivalents, and investments between current
and noncurrent classifications in the accompanying statements of net position (deficiency in net
position) according to its plans for their use in liquidating associated liabilities. Investments with
maturities of less than one year that are not required to be used to liquidate current liabilities are
reflected as noncurrent assets in accordance with management's intention to reinvest the proceeds
of those investments upon their maturity.

Investments held by the bond trustee represent project funds, as well as debt service and certain
reserve funds.
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At June 30, 2018, the Authority's investments in debt securities by contractual maturities and credit
quality ratings, based on Moody's Investors Service, Inc., are as follows:

Investment Maturities (in years)

Fair market Less Greater
Investment type value than 1 1-5 6-10 than 10 Credit rating

Fannie Mae Corporation

("FNMA") discount notes $ 7,549,698 $ 7,549,698 - $ - $ - Aaa
Strip Coupon Bonds - U.S. Govt. Issues 2,804,232 - 2,804,232 - - Aaa
Federal Home Loan

Mortgage Corp. MTN ("FHLMCMTN")

U.S. Govt. Issues 16,046,644 16,046,644 - Aaa
Federal Farm Credit Banks

("FFCB") U.S. Govt. Issues 7,561,818 7,561,818 - - Aaa
Various Massachusetts ST Bonds 19,316,330 - - 19,316,330 Aaal
U.S. Government Securities -

Treasury Notes 18,186,845 9,981,727 - - 8,205,118 Aaa
Total $ 71,465,567 $ 33,578,069 $ 10,366,050 $ $ 27,521,448

At June 30, 2017, the Authority's investments in debt securities by contractual maturities and credit
quality ratings, based on Moody's Investors Service, Inc., are as follows:

Investment maturities (in years)

Fair market Less Greater
Investment Type value Than 1 1-5 6-10 than 10 Credit rating

Fannie Mae Corporation

("FNMA") discount notes $ 7,574,633 $ 7,574,633 $ - $ - $ - Aaa
Strip Coupon Bonds - U.S. Govt. Issues 2,799,543 - 2,799,543 - - Aaa
Federal Home Loan

Mortgage Corp. MTN ("FHLMCMTN")

U.S. Gowt. Issues 17,081,041 7,042,447 10,038,594 - - Aaa
Federal Farm Credit Banks

("FFCB") U.S. Govt. Issues 7,776,429 1,371,744 7,776,429 - - Aaa
Various Massachusetts ST Bonds 21,651,292 - - - 20,279,548 Aaa - Aa2
U.S. Government Securities -

Treasury Notes 18,530,578 10,010,654 - - 8,519,924 Aaa
Total $ 75,413,516 $ 25,999,478 $ 20,614,566 $ - $ 28,799,472

Certain investments are covered by the Securities Investor Protection Corporation ("SIPC") up to
$500,000, including $250,000 of cash from sale or for purchase of investments, but not cash held
solely for the purpose of earning interest. SIPC protects securities such as notes, stocks, bonds,
debentures, certificates of deposit and money funds.

The following Authority investments at June 30, 2018 and 2017 are held by US Bank as custodian
and, therefore, are subject to custodial credit risk as follows:

U.S. Government Agencies
State taxable bonds
U.S. Treasuries

Less insured amounts
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2018 2017
$ 33962392 $ 35231646
19,316,330 21,651,292
18,186,845 18,530,578
71,465,567 75,413,516
(500,000) (500,000)

$ 70965567 $ 74,913,516
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The Authority investments have been categorized based upon the fair value hierarchy in accordance
with GASB 72 below:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities that the
Authority can access at measurement date.

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for an
asset or liability, either directly or indirectly.

Level 3 - Unobservable inputs for an asset or liability.

The Authority's investments at fair value measurement are as follows at June 30, 2018:

Level 1 Level 2 Level 3 Total
Investment Assets:
U.S. Government Agencies $ 33,962,392 $ - $ - $ 33,962,392
State taxable bonds 19,316,330 - - 19,316,330
U.S. Treasuries 18,186,845 - - 18,186,845
Mutual funds - 5,194,143 - 5,194,143
Total investment assets $ 71465567 $ 5194143 $ - $ 76,659,710

The Authority's investments at fair value measurement are as follows at June 30, 2017:

Level 1 Level 2 Level 3 Total

Investment Assets:

U.S. Government Agencies $ 35,231,646 $ - $ - $ 35,231,646
State taxable bonds 21,651,292 - - 21,651,292
U.S. Treasuries 18,530,578 - - 18,530,578
Mutual funds - 4,669,011 - 4,669,011
Total investment assets $ 75413516 $ 4,669,011 $ - $ 80,082,527

Note 3 - Accounts receivable
Accounts receivable include the following at June 30, 2018 and 2017:
2018 2017

Debt service receivables $ 217,921,810 $ 221,078,019

Interest receivable on investments 577,520 549,534
Other miscellaneous receivables 3,932 8,245
Build America Bonds interest subsidy receivable 363,127 366,741

$ 218,866,389 $ 222,002,539

The Authority anticipates that all of its interest receivables will be collected within a one-year time
frame.
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The Commonwealth's policy for accounting for capital and renovation projects provides for the State
University with ownership of the underlying asset to also own any related improvements to these
facilities. Under this policy, the Authority recognizes as accounts receivable the minimum payments,
net of unearned interest income, to be received from the State Colleges. Conversely, the State
Colleges recognize a corresponding liability to the Authority.

During fiscal 2018, accounts receivable, net of unearned interest income, totaling $7,565,000 were
added in connection with a project at one state university. During fiscal 2017, accounts receivable,
net of unearned interest income, totaling $8,132,639 were recorded in connection with projects at
two state universities and a project at one community college. A corresponding Interagency payable
was recorded by the Authority in 2018 and 2017 as discussed further in Note 6.

The components of the Authority's debt service receivables in these State College-owned projects
as of June 30, 2018 and 2017 are as follows:

2018 2017
Total payments to be received $ 286,891,955 $ 294,461,597
Less: Unearned income (68,970,145) (73,383,578)
Net debt service receivables in
State College-owned projects $ 217,921,810 $ 221,078,019

The following table sets forth the total payments to be received under these agreements as of June
30, 2018:

Year ending June 30:

2019 $ 18,797,833
2020 18,851,876
2021 18,817,794
2022 18,827,739
2023 19,287,607
2024 - 2028 94,254,016
2029 - 2033 71,172,725
2034 - 2038 18,666,199
2039 - 2043 7,871,282
2044 - 2048 344,884
Total $ 286,891,955
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Note 4 - Capital assets

Capital assets activity for the year ended June 30, 2018 are as follows:

Land
Construction in progress

Total not being depreciated

Buildings and improvements
Furnishings and equipment

Total depreciable assets
Total capital assets
Less accumulated depreciation:
Buildings and improvements

Furnishings and equipment

Total accumulated depreciation

Capital assets, net

Massachusetts State College Building Authority
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2018 and 2017

2018
Reclassifications
Totals and Totals

June 30, 2017 Additions reductions June 30, 2018
$ 19,218,163 $ 2,351,654 $ - $ 21,569,817
10,959,904 15,208,186 (16,229,327) 9,938,763
30,178,067 17,559,840 (16,229,327) 31,508,580
1,281,947,465 1,442,098 16,229,327 1,299,618,890
57,791,203 1,743,659 - 59,534,862
1,339,738,668 3,185,757 16,229,327 1,359,153,752
1,369,916,735 20,745,597 - 1,390,662,332
(406,751,634) (41,030,601) - (447,782,235)
(30,187,393) (3,315,458) - (33,502,851)
(436,939,027) (44,346,059) - (481,285,086)

$ 932,977,708 $ (23,600,462) $ - $ 909,377,246
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Capital assets activity for the year ended June 30, 2017 are as follows:

Land
Construction in progress

Total not being depreciated

Buildings and improvements
Furnishings and equipment

Total depreciable assets
Total capital assets
Less accumulated depreciation:
Buildings and improvements

Furnishings and equipment

Total accumulated depreciation

Capital assets, net

2017
Reclassifications

Totals and Totals
June 30, 2016 Additions reductions June 30, 2017
$ 11,620,704 $ 7,597,459 $ - $ 19,218,163
16,714,164 12,088,698 (17,842,958) 10,959,904
28,334,868 19,686,157 (17,842,958) 30,178,067
1,252,022,265 12,082,242 17,842,958 1,281,947,465
55,313,589 2,477,614 - 57,791,203
1,307,335,854 14,559,856 17,842,958 1,339,738,668
1,335,670,722 34,246,013 - 1,369,916,735

(366,559,058)
(27,046,275)

(40,192,576) -
(3,141,118) -

(406,751,634)
(30,187,393)

(393,605,333)

(43,333,694) -

(436,939,027)

$ 942,065,389

$ (9,087,681) $ -

$ 932,977,708
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The Authority has considered the requirements of GASB Statement No. 49, Accounting and
Financial Reporting for Pollution Remediation Obligations, and has noted no implications of this
standard to the Authority's financial statements for the years ended June 30, 2018 and 2017.

The Authority has entered into various purchase commitments with contractors for the purchase of
equipment, construction of certain facilities and other improvements. The amounts under
commitment were approximately $25,500,000 and $17,300,000, respectively, as of June 30, 2018
and 2017.

Note 5 - Accounts payable and accrued liabilities

Accounts payable and accrued liabilities consisted of the following at June 30, 2018 and 2017:

2018 2017
Capital assets and construction payables $ 5696258 $ 4,258,530
Accrued bond interest payable 9,985,473 9,486,502
Contractor payables for State College owned assets 1,900,729 138,728
Authority operating expenses 24,222 140,237

$ 17,606,682 § 14,023,997

Note 6 - Interagency payables

Under the provisions of the Community College Program Series 1 and Series 2, the State University
Program Series 2017C, 2017B, 2017A, 2015A, 2014C, 2014B, 2014A, 2012C, 2012A, 2010A,
2010B, 2009C, 2009B, 2009A, 2008A, 2006A, 2005A and 2003A Trust Agreements (see Note 7), a
portion of the bond proceeds, together with certain earnings thereon, are being or have been used
to finance the costs of capital projects for certain of the State Colleges on State College-owned
property. The State Colleges are required to pay to the Authority the amount necessary to pay the
applicable portion of the bond issuance costs and bond principal and interest payments when they
become due. The Authority has recorded accounts receivable from the State Colleges reflecting its
net debt service receivables in these capital projects as discussed further in Note 3. The unspent
bond proceeds for the costs of these projects and related bond amounts are included in the
Authority's financial statements under restricted cash and cash equivalents, and restricted
investments.

Certain of the State Colleges may also be required to commit additional funding for the projects
over and above the amounts provided from bond proceeds. Such amounts (the "State College
contributions") received from the State Colleges are also included in restricted cash and cash
equivalents, and restricted investments. The Authority has recorded corresponding Interagency
payables to the State Colleges for the unspent State College contributions, and unspent bond
proceeds and related bond amounts. As capital and construction costs relating to these projects are
incurred and paid, restricted cash and cash equivalents, and restricted investments, and the
corresponding Interagency payables are reduced.
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As of June 30, 2018 and 2017, the Authority has an aggregate liability for Interagency payables of
$26,363,765 and $25,372,932, respectively.

Note 7 - Bonds payable

The Authority issues debt to finance the design and construction of new facilities, major renovations
and capital repairs for its projects at State Colleges, pursuant to the Act. The Authority has created
separate bond programs for the State Universities and the Community Colleges. The Authority's
outstanding debt is secured by revenues received by the Authority from State Colleges relating to
Authority projects and other pledged funds. Prior to 1999, all of the Authority's bonds were
guaranteed by the Commonwealth. The final series of guaranteed bonds (Series 2004B) were
retired as of May 1, 2016. Pursuant to the Act, the Authority is precluded from issuing any additional
bonds guaranteed by the Commonwealth. Interest on the Authority's debt is payable on May 1 and
November 1 and principal is due annually on May 1. The Authority's outstanding debt for the State
University Program is rated Aa1 and Aa2 by Moody's and S&P Global, respectively. The Authority's
outstanding debt for the Community College Program is not rated.
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The following table summarizes the Authority's outstanding debt as of June 30, 2018:

Effective
Interest Due interest Par amount Unamortized Total bonds
Issue date Par amount rates (%) May 1, rates (%)* outstanding premiums payable
Project Revenue Bonds

Refunding Series 2003B 03/05/2003 $ 117,513,022 2.00 - 5.50 2003 - 2039 4.41 $ 78,957,559 $ 4,601,157 $ 83,558,716
Series 2009A 01/28/2009 128,570,000 3.00-5.75 2010 - 2049 4.68 3,080,000 30,877 3,110,877
Series 2009B 12/22/2009 82,085,000 2.00 - 5.00 2011 - 2040 2.06 2,120,000 - 2,120,000
Series 2009C, Build America Bonds 12/22/2009 66,410,000 4.58 - 5.93 2018 - 2040 5.75 64,960,000 - 64,960,000
Series 2010B, Build America Bonds 12/17/2010 47,880,000 4.89 - 6.54 2020 - 2040 6.12 47,880,000 - 47,880,000
Refunding Series 2011A 06/08/2011 51,610,000 2.00 - 5.00 2012 - 2025 5.00 31,855,000 3,881,447 35,736,447
Series 2012A 01/04/2012 154,345,000 3.00 - 5.00 2013 - 2041 4.76 145,965,000 10,379,026 156,344,026
Refunding Series 2012B 03/01/2012 149,275,000 3.00 - 5.00 2018 - 2043 4.69 147,420,000 18,585,486 166,005,486
Series 2012C 12/20/2012 153,840,000 2.00 - 5.00 2014 - 2042 3.18 133,970,000 7,259,494 141,229,494
Series 2014A 01/07/2014 130,875,000 2.00 - 5.00 2015 - 2048 4.93 120,635,000 9,860,521 130,495,521
Series 2014B 12/17/2014 91,375,000 3.00 - 5.00 2016 - 2044 4.96 87,175,000 13,397,123 100,572,123
Series 2014C 12/17/2014 10,065,000 3.00 - 5.00 2016 - 2034 4.93 9,150,000 1,459,278 10,609,278
Refunding Series 2014D 12/17/2014 36,110,000 1.00 - 5.00 2015 - 2041 4.92 27,000,000 4,488,917 31,488,917
Series 2015A 12/17/2015 15,935,000 2.00 - 5.00 2017 - 2036 4.70 15,120,000 2,428,948 17,548,948
Refunding Series 2016A 02/25/2016 177,315,000 4.00 - 5.00 2019 - 2049 4.52 177,315,000 28,680,671 205,995,671
Series 2017A 01/25/2017 20,590,000 3.00 - 4.00 2018 - 2027 4.61 20,135,000 1,192,823 21,327,823
Series 2017B 12/21/2017 10,590,000 4.00 - 5.00 2019 - 2038 2.71 10,590,000 1,765,090 12,355,090
Series 2017C 12/21/2017 7,565,000 2.10-3.60 2019 - 2038 1.86 7,565,000 - 7,565,000
Refunding Series 2017D 12/21/2017 66,225,000 4.00 - 5.00 2019 - 2038 4.73 65,555,000 8,965,865 74,520,865

Total Project Revenue Bonds 1,625,963,022 1,196,447,559 116,976,723 1,313,424,282

Community College Program Bonds

Series 1 03/06/2014 3,000,000 4.25 2015 - 2034 4.21 2,600,000 - 2,600,000
Series 2 01/20/2017 3,055,000 1.84-3.35 2021 - 2036 2.94 2,932,796 - 2,932,796

Total Community College Program Bonds 6,055,000 5,532,796 - 5,532,796

Total Bonds $ 1,632,018,022 $ 1,201,980,355 $ 116,976,723 $ 1,318,957,078

*Effective Interest Rates are calculated by dividing total interest paid during the year by the average outstanding balance of bonds payable.
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The following table summarizes the Authority's outstanding debt as of June 30, 2017:

Effective
Interest Due interest Par amount Unamortized Total bonds
Issue date Par amount rates (%) May 1, rates (%)* outstanding premiums payable
Project Revenue Bonds

Refunding Series 2003B 03/05/2003 $ 117,513,022 2.00-5.50 2003 - 2039 5.70 $ 89,002,559 $ 4,821,133 $ 93,823,692
Series 2008A 03/12/2008 95,670,000 3.00 - 5.00 2009 - 2038 5.00 1,875,000 210,994 2,085,994
Series 2009A 01/28/2009 128,570,000 3.00-5.75 2010 - 2049 4.69 5,925,000 67,950 5,992,950
Series 2009B 12/22/2009 82,085,000 2.00 - 5.00 2011 - 2040 4.86 73,170,000 2,734,872 75,904,872
Series 2009C, Build America Bonds 12/22/2009 66,410,000 4.58 - 5.93 2018 - 2040 5.74 66,410,000 - 66,410,000
Series 2010A 12/17/2010 12,120,000 3.00 - 5.00 2012 - 2018 5.00 1,925,000 124,295 2,049,295
Series 2010B, Build America Bonds 12/17/2010 47,880,000 4.89-6.54 2020 - 2040 6.12 47,880,000 - 47,880,000
Refunding Series 2011A 06/08/2011 51,610,000 2.00-5.00 2012 - 2025 5.00 36,510,000 4,447,599 40,957,599
Series 2012A 01/04/2012 154,345,000 3.00 - 5.00 2013 - 2041 4.76 147,835,000 10,833,582 158,668,582
Refunding Series 2012B 03/01/2012 149,275,000 3.00 - 5.00 2018 - 2043 4.69 149,275,000 19,333,895 168,608,895
Series 2012C 12/20/2012 153,840,000 2.00 -5.00 2014 - 2042 3.21 138,830,000 7,564,088 146,394,088
Series 2014A 01/07/2014 130,875,000 2.00 - 5.00 2015 - 2048 4.92 124,220,000 10,190,819 134,410,819
Series 2014B 12/17/2014 91,375,000 3.00 - 5.00 2016 - 2044 4.92 89,160,000 13,915,374 103,075,374
Series 2014C 12/17/2014 10,065,000 3.00 - 5.00 2016 - 2034 4.86 9,520,000 1,551,390 11,071,390
Refunding Series 2014D 12/17/2014 36,110,000 1.00 - 5.00 2015 - 2041 4.72 29,735,000 4,685,386 34,420,386
Series 2015A 12/17/2015 15,935,000 2.00 - 5.00 2017 - 2036 4.76 15,670,000 2,563,889 18,233,889
Refunding Series 2016A 02/25/2016 177,315,000 4.00 - 5.00 2019 - 2049 4.55 177,315,000 29,615,228 206,930,228
Series 2017A 01/25/2017 20,590,000 3.00 - 4.00 2018 - 2027 2.40 20,590,000 1,256,440 21,846,440

Total Project Revenue Bonds 1,541,583,022 1,224,847,559 113,916,934 1,338,764,493

Community College Program Bonds

Series 1 03/06/2014 3,000,000 4.25 2015 - 2034 4.21 2,710,000 - 2,710,000
Series 2 01/20/2017 3,055,000 1.84-3.35 2021 - 2036 1.55 3,055,000 - 3,055,000

Total Community College Program Bonds 6,055,000 5,765,000 - 5,765,000

Total Bonds $ 1,547,638,022 $ 1,230,612,559 $ 113,916,934 $  1,344,529,493

*Effective Interest Rates are calculated by dividing total interest paid during the year by the average outstanding balance of bonds payable.
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The following table is the amortization schedule for the Authority's long-term debt:

Year ending June 30: Total principal Total interest Total debt service
2019 $ 41,286,759 $ 59,632,671 $ 100,919,430

2020 43,779,310 57,871,011 101,650,321

2021 45,530,056 56,244,998 101,775,054

2022 47,848,668 54,512,932 102,361,600

2023 52,642,202 52,688,771 105,330,973
2024-2028 276,674,387 233,297,435 509,971,822
2029-2033 259,918,155 136,899,539 396,817,694
2034-2038 232,600,818 77,071,376 309,672,194
2039-2043 164,505,000 25,541,661 190,046,661
2044-2048 35,425,000 4,142,250 39,567,250
2049-2053 1,770,000 88,500 1,858,500
Total 1,201,980,355 $ 757,991,144 $ 1,959,971,499

Plus: Unamortized premiums 116,976,723

$ 1,318,957,078

Defeasance of debt

From time-to-time, the Authority issues refunding bonds to defease outstanding bonds. The
proceeds of the refunding bonds are placed in irrevocable trusts to provide for all future debt service
on the refunded or defeased bonds. Accordingly, the trust account assets and liability for the
defeased bonds are not included in the accompanying financial statements. The differences
between the reacquisition prices and net carrying amount of the bonds defeased with refunding
debt are reported in the accompanying statements of net position (deficiency in net position) as
deferred outflows of resources and charged annually to interest expense over the shorter of the
remaining life of the refunded or refunding bonds principally using the effective interest method.

Refunding revenue bonds

The Refunding Series 2003B Bonds refunded the Authority's Series 1999A, 1999-1, and 2000-1
Bonds. These bonds were refinanced to achieve a total reduction of debt service at issuance of
$1,769,263 and a present value economic gain at issuance of $729,611. The refunding resulted in a
deferred outflow of resources at issuance of $21,535,590, of which $11,043,390 and $11,854,718
were unamortized as of June 30, 2018 and 2017, respectively. In November 2011 and May 2010,
the Authority exercised call options to fully redeem the remaining unpaid principal of the Series
1999-1 and 2000-1 Bonds, respectively. As of June 30, 2018, the assets held in escrow for the
repayment of the remaining Series 1999A Bonds have an aggregate market value of $78,598,313
with an unpaid principal balance, plus accreted interest, of $66,985,339.

The Refunding Series 2011A Bonds refunded portions of the Authority's Series 2003A and 2004A
Bonds. These bonds were refinanced to achieve a total reduction of debt service at issuance of
$3,518,799 and a present value economic gain at issuance of $2,822,354. The refunding resulted in
a deferred outflow of resources at issuance of $2,638,154, of which $1,297,862 and $1,487,430
were unamortized as of June 30, 2018 and 2017, respectively. During 2014, the Authority exercised
the call option to fully redeem the related unpaid principal of these bonds.

37



Massachusetts State College Building Authority
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2018 and 2017

The Refunding Series 2012B Bonds refunded portions of the Authority's Series 2003A, 2004A,
2005A, and 2006A Bonds. These bonds were refinanced to achieve a total reduction of debt service
at issuance of $20,587,474 and a present value economic gain at issuance of $13,285,676. The
refunding resulted in a deferred outflow of resources at issuance of $14,347,581, of which
$9,704,191 and $10,457,173 were unamortized as of June 30, 2018 and 2017, respectively. During
2016 and 2015, the Authority exercised the call options to fully redeem the related unpaid principal
of the 2006A bonds and 2005A bonds, respectively.

The Refunding Series 2014D Bonds refunded portions of the Authority's Series 2005A and 2006A
Bonds. These bonds were refinanced to achieve a total reduction of debt service at issuance of
$6,449,975 and a net present value economic savings at issuance of $3,604,695. The refunding
resulted in a deferred outflow of resources at issuance of $244,383, of which $200,952 and
$212,992 were unamortized as of June 30, 2018 and 2017, respectively. During 2016 and 2015, the
Authority exercised the call options to fully redeem the remaining unpaid principal of the 2006A
bonds and 2005A bonds, respectively.

The Refunding Series 2016A Bonds refunded portions of the Authority's Series 2008A and 2009A
Bonds. These bonds were refinanced to achieve a total reduction of debt service at issuance of
$43,977,921 and a net present value economic savings at issuance of $27,959,783. The refunding
resulted in a deferred outflow of resources at issuance of $18,147,495, of which $15,664,366 and
$16,801,677 were unamortized as of June 30, 2018 and 2017, respectively. During 2018, the
Authority exercised the call options to fully redeem the related unpaid principal of the 2008A bonds
in the amount of $82,825,000. As of June 30, 2018 and 2017, the assets held in escrow for the
repayment of the remaining Series 2008A and 2009A Bonds have an aggregate market value of
$111,263,911 and $212,270,568, respectively, with an unpaid principal balance of $107,980,000
and $190,805,000, respectively.

The Refunding Series 2017D Bonds refunded portions of the Authority's Series 2009B Bonds.
These bonds were refinanced to achieve a total reduction of debt service at issuance of
$19,934,951 and a net present value economic savings at issuance of $12,745,369. The refunding
resulted in a deferred outflow of resources at issuance of $2,771,434, of which $2,697,175 was
unamortized as of June 30, 2018. As of June 30, 2018, the assets held in escrow for the repayment
of the remaining Series 2009B Bonds have an aggregate market value of $73,717,269 with an
unpaid principle balance of $70,275,000.

Debt service reserve fund investment agreements

In connection with the issuance of the Series 2003A Bonds, Series 2005A Bonds, Series 2006A
Bonds, and Series 2009A Bonds, the Authority entered into debt service reserve fund investment
agreements which provide for a guaranteed rate of return on the applicable debt service reserve
funds to support the Authority's future debt service payments. The agreements provide for
termination under certain circumstances as more fully described in the agreements. Termination of
the agreements may generate a gain or loss to the Authority depending on the nature and
circumstances of the termination. The 2012B Refunding Bonds refunded a portion of the Series
2005A Bonds which necessitated that a portion ($1,800,000) of the original Series 2005A debt
service reserve fund investment agreement be terminated. The funds received from this termination
payment are being held in the Series 2005A Bonds Rebate Account. The 2014D Refunding Bonds
refunded a portion of the Series 2005A Bonds which necessitated that a portion ($1,069,938) of the
original Series 2005A debt service reserve fund investment agreement be terminated. The funds
received from this termination payment are being held in the Series 2005A Bonds Rebate Account.
The 2016A Refunding Bonds refunded a portion of the Series 2008A Bonds and the Forward
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Delivery Agreement associated with those bonds was assigned by the provider proportionately to
the 2016A Refunding Bonds. The 2016A Refunding Bonds refunded a portion of the Series 2009A
Bonds. A portion ($3,600,000) of the original Series 2009A debt service reserve fund was liquidated
and used as a source of funds for the 2016A Refunding Bonds. The 2017D Refunding Bonds
refunded a portion of the Series 2009B Bonds. A portion ($940,998) of the Series 2014B debt
service reserve fund was liquidated and used as a source of funds for the 2017D Refunding Bonds.

Unamortized bond premiums are reflected as an addition to the outstanding principal balance of the
bonds payable and consisted of the following at June 30, 2018 and 2017:

2018 2017
Unamortized balance, beginning $ 113,916,934 $ 117,719,980
Current year additions 10,939,217 1,282,946
Unamortized premium on bonds refunded (2,678,203) -
Current year amortization (5,201,225) (5,085,992)
Unamortized balance, ending $ 116,976,723 $ 113,916,934

Deferred losses on bond refundings are reflected as deferred outflows of resources in the
accompanying statements of net position (deficiency in net position) and consisted of the following
at June 30, 2018 and 2017:

2018 2017
Balance, beginning $ 40,813,990 $ 43,931,603
Current year additions 2,771,434 -
Current year amortization (2,977,488) (3,117,613)
Balance, ending $ 40,607,936 $ 40,813,990
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Note 8 - Long-term liabilities

Long-term liabilities at June 30, 2018 consisted of the following:

Bonds payable, par
Unamortized premiums

Total bonds payable
Interagency payables
Net pension liability
Net OPEB liability

Other liabilities
Compensated absences

Total long-term liabilities

Massachusetts State College Building Authority

(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements

June 30, 2018 and 2017

2018
Beginning Ending Current
balance Additions Reductions balance portion
$ 1,230,612,559 $ 84,380,000 $ (113,012,204) $ 1,201,980,355 41,286,759
113,916,934 10,939,217 (7,879,428) 116,976,723 5,201,225
1,344,529,493 95,319,217 (120,891,632) 1,318,957,078 46,487,984
25,372,932 20,521,086 (19,530,253) 26,363,765 17,069,615
3,612,661 215,501 - 3,828,162 -
5,920,165 187,474 - 6,107,639 -
259,945 55,825 (55,984) 259,786 112,902
$ 1,379,695,196 $ 116,299,103 $ (140,477,869) $ 1,355,516,430 63,670,501
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Long-term liabilities at June 30, 2017 consisted of the following:

2017
Beginning Ending Current
balance Additions Reductions balance portion
Bonds payable, par $ 1,242,771,241 $ 23,645,000 $ (35,803,682) $ 1,230,612,559 $ 42,067,203
Unamortized premiums 117,719,980 1,282,946 (5,085,992) 113,916,934 5,085,993
Total bonds payable 1,360,491,221 24,927,946 (40,889,674) 1,344,529,493 47,153,196
Interagency payables 19,690,730 13,065,760 (7,383,558) 25,372,932 15,560,182
Net pension liability 3,286,731 325,930 - 3,612,661 -
Net OPEB liability - 5,920,165 - 5,920,165 -
Other liabilities
Compensated absences 234,565 40,295 (14,915) 259,945 115,664
Total long-term liabilities $ 1,383,703,247 $ 44,280,096 $ (48,288,147) $ 1,379,695,196 $ 62,829,042

41



Massachusetts State College Building Authority
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2018 and 2017

Note 9 - Net position

The net investment in capital assets of ($29,027,598) at June 30, 2018, includes the effect of
deferring the recognition of the losses on bond refundings. The $40,607,936 balance of the
deferred outflows of resources on refunding of debt at June 30, 2018 will be amortized to interest
expense over the terms of the old trust or new trust agreements, whichever is shorter, which will
decrease the unrestricted net position and increase the net investment in capital assets over those
periods (see Note 7).

Note 10 - Contingencies

Pending or threatened lawsuits against the Authority arise in the ordinary course of operations. In
the opinion of management, no litigation is now pending, or threatened, that would materially affect
the Authority's financial position.

Note 11 - Operating expenses

The Authority's operating expenses for the years ended June 30, 2018 and 2017 on a natural
classification basis, are comprised of the following:

2018 2017
Compensation $ 1,084,655 $ 1,222,785
Supplies and services 2,672,056 2,310,434
Depreciation 44,346,059 43,333,694

$ 48,102,770 $ 46,866,913

Note 12 - Retirement plan

Substantially all of the Authority's full-time employees are covered by the Massachusetts State
Employees' Retirement System ("MSERS"). MSERS, a public employee retirement system
("PERS"), is a cost-sharing multi-employer defined benefit plan that is administered by the
Massachusetts State Retirement Board and covers substantially all non-student employees. The
Commonwealth does not issue separately audited financial statements for the plan. The financial
position and results of operations of the plan are incorporated into the Commonwealth's financial
statements, a copy of which may be obtained from the Office of the State Comptroller,
Commonwealth of Massachusetts, One Ashburton Place, Room 901, Boston, MA 02108.
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MSERS provides retirement, disability, survivor and death benefits to members and their
beneficiaries. Massachusetts General Laws ("MGL") establishes uniform benefit and contribution
requirements for all contributory PERS. These requirements provide for superannuation retirement
allowance benefits up to a maximum of 80% of a member's highest three-year average annual rate
of regular compensation. For employees hired after April 1, 2012, retirement allowances are
calculated on the basis of the last five years or any five consecutive years, whichever is greater in
terms of compensation. Benefit payments are based upon a member's age, length of creditable
service, and group creditable service, and group classification. The authority for amending these
provisions rests with the Legislature.

Members become vested after 10 years of creditable service. A superannuation retirement
allowance may be received upon the completion of 20 years of creditable service or upon reaching
the age of 55 with 10 years of service. Normal retirement for most employees occurs at age 65; for
certain hazardous duty and public safety positions, normal retirement is at age 55. Most employees
who joined the system after April 1, 2012 cannot retire prior to age 60.

The MSERS' funding policies have been established by Chapter 32 of the MGL. The Legislature
has the authority to amend these policies. The annuity portion of the MSERS retirement allowance
is funded by employees, who contribute a percentage of their regular compensation. Costs of
administering the plan are funded out of plan assets.

Member contributions for MSERS vary depending on the most recent date of membership:

Hire Date % of Compensation
Prior to 1975 5% of regular compensation
1975 to 1983 7% of regular compensation
1984 to June 30, 1996 8% of regular compensation
July 1, 1996 to present 9% of regular compensation
An additional 2% of regular compensation in excess of
1979 to present $30,000

For active Authority employees covered by MSERS, the Authority is not required to make
contributions to the Plan. For retired Authority employees, the Commonwealth computes the
projected benefit obligation of the retired employee. The Authority is responsible to contribute any
shortfall that exists as a result of this computation. The total amount paid by the Authority to the
Massachusetts State Retirement Board amounted to $115,941, $115,941 and $115,955 for the
years ended June 30, 2018, 2017 and 2016, respectively, which equaled the required contributions
each year.

At June 30, 2018 and 2017, the Authority reported a liability of $3,828,162 and $3,612,661,
respectively, for its proportionate share of the net pension liability. The net pension liability was
measured as of January 1, 2017 and 2016, respectively, and the State's total pension liability used
to calculate the net pension liability was determined by an actuarial valuation as of those dates. The
Authority's proportion of the net pension liability was based on an effective contribution
methodology which allocates total contributions amongst the employers in a consistent manner
based on an employer's share of total covered payroll. At June 30, 2018 and 2017, the Authority's
proportion was 0.02985% and 0.02620%, respectively.

43



Massachusetts State College Building Authority
(A Component Unit of the Commonwealth of Massachusetts)

Notes to Financial Statements
June 30, 2018 and 2017

For the years ended June 30, 2018 and 2017, the Authority recognized pension expense of
$424,806 and $414,170, respectively. At June 30, 2018, the Authority reported deferred outflows of
resources and deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
outflows of inflows of
resources resources

Changes of assumptions $ 398,379 $ -

Net difference between projected and actual earnings

on pension plan investments - 45,613

Differences between expected and actual experience 148,012 104,155

Changes in proportion 462,095 -

Changes in proportion from Commonwealth - 186,946
Total $ 1,008,486 $ 336,714

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

Year ending June 30:

2019 $ 187,571
2020 298,516
2021 164,182
2022 (6,317)
2023 27,820
Total $ 671,772

The total pension liability for the June 30, 2017 measurement date was determined by an actuarial
valuation as of January 1, 2017 rolled forward to June 30, 2017. This valuation used the following
assumptions:

1. (a) 7.5% investment rate of return, (b) 3.5% interest rate credited to the annuity savings fund
and (c) 3.0% cost of living increase per year.

2. Salary increases are based on analyses of past experience but range from 4.0% to 9.0%
depending on group and length of service.
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3. Mortality rates were as follows:

(i)  Pre-retrement - reflects RP-2014 Blue Collar Employees table projected
generationally with Scale MP-2016 and set forward 1 year for females.

(i)  Post-retirement - reflects RP-2014 Blue Collar Healthy Annuitant table projected
generationally with Scale MP-2016 and set forward 1 year for females.

(i)  Disability - the morality rate is assumed to be in accordance with the RP-2000
Healthy Annuitant table projected generationally with Scale BB and a base year of
2015 (gender distinct).

4. Experience studies were performed as follows:

(i) Dated February 27, 2014 and encompasses the period January 1, 2006 to
December 31, 2011.

The total pension liability for the June 30, 2016 measurement date was determined by an actuarial
valuation as of January 1, 2016 rolled forward to June 30, 2016. This valuation used the following
assumptions:

1. (a) 7.5% investment rate of return, (b) 3.5% interest rate credited to the annuity savings fund
and (c) 3.0% cost of living increase per year.

2. Salary increases are based on analyses of past experience but range from 4.0% to 9.0%
depending on group and length of service.

3. Chapter 176 of the Acts of 2011 created a one-time election for eligible members of the
Optional Retirement Plan (ORP) to transfer to MSERS and purchase service for the period
while members of the ORP. As a result, the total pension liability of MSERS has increased
by approximately $400 million as of June 30, 2016.

4. Mortality rates were as follows:

(i) Pre-retirement - reflects RP-2000 Employees table projected generationally with
Scale BB and a base year of 2009 (gender distinct).

(i)  Post-retirement - reflects RP-2000 Healthy Annuitant table projected generationally
with Scale BB and a base year of 2009 (gender distinct).

(i)  Disability - the morality rate is assumed to be in accordance with the RP-2000
Healthy Annuitant table projected generationally with Scale BB and a base year of
2015 (gender distinct).

5. Experience studies were performed as follows:

(i) Dated February 27, 2014 and encompasses the period January 1, 2006 to
December 31, 2011.

Investment assets of MSERS are with the Pension Reserves Investment Trust ("PRIT") Fund. The
long-term expected rate of return on pension plan investments was determined using a building-
block method in which best-estimate ranges of expected future rates of return are developed for
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each major asset class. These ranges are combined to produce the long-term expected rate of
return by weighting the expected future rates of return by the target asset allocation percentage.
Best estimates of geometric rates of return for each major asset class included in the PRIT Fund's
target asset allocation as of June 30, 2017 and 2016 are summarized in the following table:

Long-term expected
real rate of return

Asset class Target allocation 2017 2016
Global equity 40.00% 5.00% 6.90%
Portfolio completion strategies 13.00% 3.60% 3.60%
Core fixed income 12.00% 1.10% 1.60%
Private equity 11.00% 6.60% 8.70%
Value added fixed income 10.00% 3.80% 4.80%
Real estate 10.00% 3.60% 4.60%
Timber/natural resources 4.00% 3.20% 5.40%
Hedge funds 0.00% 3.60% 4.00%
Total 100.00%

The discount rate used to measure the total pension liability for the measurement years ended June
30, 2017 and 2016 was 7.5% for both years. The projection of cash flows used to determine the
discount rate assumed that plan member contributions will be made at the current contribution rates
and the Authority's contributions will be made at rates equal to the difference between actuarially
determined contribution rates and the member rates. Based on those assumptions, the net position
was projected to be available to make all projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on pension plan investments was
applied to all periods of projected benefit payments to determine the total pension liability.

The following presents the Authority's proportionate share of the net pension liability calculated
using the discount rate of 7.5% for both the measurement years ended June 30, 2017 and 2016, as
well as what the Authority's proportionate share of the net pension liability would be if it were
calculated using a discount rate that is 1-percentage-point lower (6.5%) or 1-percentage-point
higher (8.5%) than the current rate for each year:

Measurement year ended 1% decrease Discount rate 1% increase
June 30, 2016 $ 4,707,878 $ 3,612,661 $ 2,684,452
June 30, 2017 5,213,840 3,828,162 2,712,022

Detailed information about the pension plan's fiduciary net position is available in the
Commonwealth's financial statements.

Note 13 - Retiree health plan

The Authority contributes to the Commonwealth's Group Insurance Commission ("GIC"), which
manages a single-employer defined benefit postemployment healthcare plan for the
Commonwealth and other governments within the Commonwealth. GIC provides medical benefits
to retired employees of participating governments. Chapter 32A of the General Laws of the
Commonwealth of Massachusetts assigns the Authority to establish and amend benefit provisions
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to the GIC board of commissioners. The GIC does not issue separately audited financial
statements. The financial position and results of operations of the plan are incorporated into the
Commonwealth's financial statements, a copy of which may be obtained from the Office of the State
Comptroller, Commonwealth of Massachusetts, One Ashburton Place, Room 901, Boston, MA
02108.

Under Chapter 32A, the Commonwealth is required to provide certain health care and life insurance
benefits for retired employees of the Commonwealth. Substantially all of the Commonwealth’s
employees may become eligible for these benefits if they reach retirement age while working for the
Commonwealth. Chapter 32A provides that contribution requirements of the plan members and the
participating governments are established and may be amended by the GIC. Plan members or
beneficiaries receiving benefits contribute anywhere from 0% to 20% depending on entry age.

Participating governments are contractually required to contribute at a rate assessed each year by
GIC on a premium basis. The Authority's contributions to GIC for the years ended June 30, 2018,
2017, and 2016, were $117,538, $151,421 and $169,325, respectively, which equaled the required
contributions each year. Required contributions include contributions for the total health plan costs
for both active and retired employees.

At June 30, 2018 and 2017, the Authority reported a liability of $6,107,639 and $5,920,165,
respectively, for its proportionate share of the net OPEB liability. The net OPEB liability was
measured as of June 30, 2017 and 2016, respectively, and the State's total OPEB liability used to
calculate the net OPEB liability was determined by an actuarial valuation as of those dates. The
Authority's proportion of the net OPEB liability was based on an effective contribution methodology
which allocates total contributions amongst the employers in a consistent manner based on an
employer's share of total covered payroll. At June 30, 2018 and 2017, the Authority's proportion
was 0.03089% and 0.02711%, respectively.

For the year ended June 30, 2018, the Authority recognized OPEB expense of $318,100. At June
30, 2018, the Authority reported deferred outflows of resources and deferred inflows of resources
related to OPEB from the following sources:

Deferred Deferred
outflows of inflows of
resources resources

Changes of assumptions $ - $ 787,074

Net difference between projected and actual earnings

on OBEB plan investments - 9,875

Differences between expected and actual experience - 15,993

Changes in proportion 682,316 -

Changes in proportion from Commonwealth - -
Total $ 682,316 $ 812,942
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Amounts reported as deferred outflows of resources and deferred inflows of resources related to
OPEB will be recognized in OPEB expense as follows:

Year ending June 30:

2019 $ (33,684)
2020 (33,684)
2021 (33,684)
2022 (33,684)
2023 4,110
Total $  (130,626)

The total OPEB liability for the June 30, 2017 measurement date was determined by an actuarial
valuation as of January 1, 2017 rolled forward to June 30, 2017. This valuation used the following
assumptions:

1. The following annual healthcare cost trend rates: (a) 8.5%, decreasing by 0.5% each year to
an ultimate rate of 5.0% in 2024 for medical, (b) 5.0% for EGWP and (c) 5.0% for
administration costs.

2. The mortality rate was in accordance with RP 2014 Blue Collar Mortality Table projected
with scale MP-2016 from the central year, with females set forward one year.

3. Participation rates:

(i) 100% of all retirees who currently have health care coverage will continue with the
same coverage, except that retirees under age 65 with POS/PPO coverage switch to
Indemnity at age 65 and those over age 65 with POS/PPO coverage switch to HMO.

(i)  All current retirees, other than those indicated on the census data as not being
eligible by Medicare, have Medicare coverage upon attainment of age 65, as do their
spouses. All future retirees are assumed to have Medicare coverage upon
attainment of age 65.

(i) 80% of current and future contingent eligible participants will elect health care
benefits at age 65, or current age if later.

(iv)  Actives, upon retirement, take coverage, and are assumed to have the following
coverage:

Retirement Age

Under 65 Age 65 +
Indemnity 40% 85%
POS/PPO 50% 0%
HMO 10% 15%

Investment assets of the Plan are with the PRIT Fund. See Note 12.
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The discount rates used to measure the total OPEB liability for the measurement years ended June
30, 2017 and 2016 were 3.63% and 2.88%, respectively. These rates were based on a blend of the
Bond Buyer Index rates of 3.58% and 2.85%, respectively, as of the measurement dates June 30,
2017 and 2016 and the expected rates of return. The Plan’s fiduciary net position was not projected
to be available to make all projected future benefit payments for current plan members. The
projected “depletion date” when projected benefits are not covered by projected assets is 2023.
Therefore, the long-term expected rate of return on plan investments of 7.5% per annum was not

applied to all periods of projected benefit payments to determine the total OPEB liability as of June
30, 2017 and 2016.

The following presents the Authority's proportionate share of the net OPEB liability calculated using
the discount rates of 3.63% and 2.88% for the measurement years ended June 30, 2017 and 2016,
respectively, as well as what the Authority's proportionate share of the net OPEB liability would be if
it were calculated using a discount rate that is 1-percentage-point lower or 1-percentage-point
higher than the current rate for each year:

Measurement year ended 1% decrease Current discount 1% increase
June 30, 2016 $ 7422713 $ 5920,165 $§ 5,098,549
June 30, 2017 7,269,086 6,107,639 4,893,409

(a) - The discount rates as of June 30, 2017 are as follows: 3.63% (current); 2.63% (1%
decrease) and 4.63% (1% increase)

(b) - The discount rates as of June 30, 2016 are as follows: 2.88% (current); 1.88% (1%
decrease) and 3.88% (1% increase)

The following presents the Authority's proportionate share of the net OPEB liability calculated using
the healthcare cost trend rates of 9.0% and 8.5% for the measurement years ended June 30, 2017
and 2016, respectively, as well as what the Authority's proportionate share of the net OPEB liability
would be if it were calculated using a healthcare cost trend rate that is 1-percentage-point lower or
1-percentage-point higher than the current rate for each year:

Measurement year ended 1% decrease Current rate 1% increase
June 30, 2016 $ 7568019 $§ 5920,165 $§ 5,024,753
June 30, 2017 7,358,928 6,107,639 4,849,057

(a) - The healthcare cost trend rates as of June 30, 2017 are as follows: 9.0% (current);
8.0% (1% decrease) and 10.0% (1% increase) for medical costs and 5.0% (current); 4.0%
(1% decrease) and 6.0% (1% increase) for EGWP and administration costs

(b) - The healthcare cost trend rates as of June 30, 2016 are as follows: 8.5% (current);
7.5% (1% decrease) and 9.5% (1% increase) for medical costs and 5.0% (current); 4.0%
(1% decrease) and 6.0% (1% increase) for EGWP and administration costs

Detailed information about the OPEB plan's fiduciary net position is available in the
Commonwealth's financial statements.
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Note 14 - Lease commitments and receivables

On July 24, 2009, the Authority entered into a lease agreement with an unrelated third party for
office space located in Boston, Massachusetts. The lease was amended in January 2010
increasing the leased space to approximately 5,700 square feet. As amended, the lease provides
for a minimum annual base rent of $115,885 for the initial year of the lease agreement and
increases to $184,470 for year eight and each of the remaining two years thereafter in the lease
term. The initial year base rent also reflects a two-month free rent period. The lease is for a term of
120 months and expires in February 2020. The Authority is also required to pay, as additional rent,
its pro rata share of real estate tax and operating expense escalations, as specified in the lease
agreement.

For the years ended June 30, 2018 and 2017, rent expense incurred, including additional costs for
monthly storage and parking which are not provided under the terms of the lease agreement,
amounted to $225,570 and $193,156, respectively.

Future minimum rental payments remaining under this operating lease agreement are $184,470
and $122,980 for the years ended June 30, 2019 and 2020, respectively.

On June 25, 2010, the Authority entered into a lease agreement with the Massachusetts College of
Pharmacy and Health Sciences ("MCPHS") for the purpose of leasing a portion of the dormitory
residences of the new student residence hall at the Massachusetts College of Art and Design
("MCAD") which was completed in May 2012. Occupancy of the leased space began in the Fall
2012 academic semester. The lease was amended as of May 9, 2012 to allow for, among other
matters, additional bed spaces, revised extension terms and revised total rent payments. The cost
of the portion of the property that is leased to MCPHS and included in buildings and improvements
in the accompanying statements of net position (deficiency in net position) amounts to
approximately $35,101,000 at both June 30, 2018 and 2017, with accumulated depreciation of
$6,142,546 and $5,265,040 as of June 30, 2018 and 2017, respectively. In accordance with the
lease agreement, MCPHS deposited $100,000 with the Authority in December 2009, which together
with interest earned thereon, in the amount of $100,391, was credited towards the payment of
MCPHS's first installment of annual rent during fiscal 2013.

The lease agreement provides for an initial term of five academic years for the original bed spaces
and four academic years for the new bed spaces per the lease amendment. The lease commenced
in August 2012. The lease term for the original bed spaces may be extended for three additional,
consecutive five-year periods and the term of the new bed spaces may be extended for one
additional one-year period. The option to extend a term shall be exercised not less than one year
prior to the expiration of the term then in effect. MCPHS has exercised the option to extend both
leases for one five-year period and two one-year periods, respectively. Annual rent for an academic
year shall be due and payable in equal installments in September and February. Annual rent during
the periods of extension provide for rent increases as defined in the lease agreement. The lease for
the new bed spaces terminated on May 15, 2018.

On August 7, 2012, the Authority entered into a lease agreement with Harvard Vanguard Medical
Associates, Inc. ("Harvard Vanguard") to lease approximately 2,395 square feet of space at MCAD
for the purpose of operating a student health services clinic. The cost of the property leased to
Harvard Vanguard and included in buildings and improvements in the accompanying statements of
net position (deficiency in net position) amounts to approximately $1,107,000 at June 30, 2017, with
accumulated depreciation of $165,852. The lease terminated on June 30, 2017.
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On June 30, 2017, the Authority entered into a lease agreement with Plus One Holdings, Inc. ("Plus
One") to lease approximately 2,395 square feet of space at MCAD for the purpose of operating a
student health services clinic. The lease agreement provides for an initial term of five years
commencing in July 2017, and thereafter, at the option of Plus One, may be extended for three
additional, five-year periods. The option to extend a term shall be exercised not less than one year
prior to the expiration of the term then in effect. Annual rent shall be due in advance on the
anniversary of the commencement date. Annual rent shall increase two and a half percent per year
during the initial lease term and all extension periods.

The Authority has entered into an agreement with MCAD, whereby the MCPHS, Harvard Vanguard,
and Plus One lease payments will be made on a semiannual basis directly to MCAD, as payment of
rent, and held in MCAD's residence hall trust fund and shall be used by MCAD for the operation of
the leased property in a similar manner in which residence hall fees are used by the University and
the Authority. In accordance with the lease agreement, MCPHS and Plus One paid MCAD
$3,361,288 and $27,782, respectively, during fiscal 2018. MCPHS and Vanguard paid MCAD
$3,342,864 and $26,356, respectively, during fiscal 2017. The Authority assesses annual
obligations to MCAD, which include the pro rata share of the building occupied by MCPHS and Plus
One, on the same debt assessment basis the Authority uses for their other residence halls. The
annual assessment included in income from contracts for financial assistance, management, and
services in the accompanying statements of revenues, expenses and changes in net position for
fiscal 2018 and 2017 related to these lease agreements amounted to $2,208,500 and $2,144,600,
respectively.

Future minimum rental income to be remitted to MCAD under these operating lease agreements
are as follows:

Plus One
Year ending June 30: MCPHS Holdings Total

2019 $ 2,703,250 $ 28,477 $ 2,731,727
2020 2,715,750 29,189 2,744,939
2021 2,786,625 29,919 2,816,544
2022 2,869,751 30,667 2,900,418
2023 360,023 - 360,023

$ 11,435,399 $ 118,252 $ 11,553,651

Note 15 - Restatement

In fiscal 2018, the Authority adopted the new accounting guidance of GASB Statement No. 75,
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions. The
deficiency in net position as of July 1, 2016 has been decreased by $5,920,165 for the effect of
retroactive application of the new standard. Information to restate deferred inflows and outflows as
of July 1, 2016 is not available.
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The following financial statement line items for 2017 were affected by the adoption of the new
standard:

2017
(As Previously 2017
Reported) (As Restated) Effect of Change
Statement of Net Position:
Net OPEB liability $ - $ 5,920,165 $ 5,920,165
Beginning net position (27,693,838) (33,614,003) (5,920,165)
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Schedule of the Authority's Proportionate Share of the Net Pension Liability
June 30, 2018

2018 2017 2016 2015 2014

Authority's proportion of the net pension liability (asset) 0.0299% 0.0262% 0.0289% 0.0253% 0.0264%
Authority's proportionate share of the net pension liability

(asset) $ 3,828,162 $ 3,612,661 $ 3,286,731 $ 1,878,277 $ 2,350,479
Authority's covered payroll $ 1,787,296 $ 1,704,399 $ 1,459,312 $ 1,431,639 $ 1,408,627
Authority's proportionate share of the net pension liability

(asset) as a percentage of its covered payroll 214.19% 211.96% 225.22% 131.20% 166.86%
Plan fiduciary net position as a percentage of the total

pension liability 67.21% 63.48% 67.87% 76.32% 70.31%

* The amounts presented for each fiscal year were determined as of 6/30.

** This schedule is intended to present 10 years of data. Additional years will be presented when available.

See Independent Auditor's Report on page 3 and Note to Required Supplementary Information.
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Schedule of Authority Pension Contributions
June 30, 2018

2018 2017 2016 2015 2014
Contractually required contribution $ 115,941 $ 115,941 $ 115,955 $ 101,546  $ 97,745
Contributions in relation to the contractually required
contribution (115,941) (115,941) (115,955) (101,546) (97,745)
Contribution deficiency (excess) $ - $ - $ - $ - $ -
Authority's covered payroll $ 1787296 $§ 1,704399 $§ 1459312 $ 1431639 § 1,408,627
Contributions as a percentage of covered payroll 6.49% 6.80% 7.95% 7.09% 6.94%

* This schedule is intended to present 10 years of data. Additional years will be presented when available.

See Independent Auditor's Report on page 3 and Note to Required Supplementary Information.

55



Massachusetts State College Building Authority

(A Component Unit of the Commonwealth of Massachusetts)
Supplementary Information

Schedule of the Authority's Proportionate Share of the Net OPEB Liability

June 30, 2018

Authority's proportion of the net OPEB liability (asset)

Authority's proportionate share of the net OPEB liability
(asset)

Authority's covered payroll

Authority's proportionate share of the net OPEB liability
(asset) as a percentage of its covered payroll

Plan fiduciary net position as a percentage of the total OPEB
liability

*

2018 2017
0.0309% 0.0271%
6,107,639 5,920,165
1,787,296 1,704,399
341.73% 347.35%
4.80% 3.81%

The amounts presented for each fiscal year were determined as of 6/30.

** This schedule is intended to present 10 years of data. Additional years will be presented when available.

See Independent Auditor's Report on page 3 and Note to Required Supplementary Information.
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June 30, 2018

2018 2017
Contractually required contribution $ 135,943 $ 115,253
Contributions in relation to the contractually required
contribution (135,943) (115,253)
Contribution deficiency (excess) $ - $ -
Authority's covered payroll $ 1,787,296 $ 1,704,399
Contributions as a percentage of covered payroll 7.61% 6.76%

* This schedule is intended to present 10 years of data. Additional years will be presented when available.

See Independent Auditor's Report on page 3 and Note to Required Supplementary Information.
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Note 1 - Changes in net pension benefit terms and assumptions
FY2017 Changes in Actuarial Assumptions

Changes in benefit terms
None in 2017.

Changes in assumptions

The mortality assumptions changed as follows:

e Pre-retirement - was changed to reflect the RP-2014 Blue Collar Employees table projected
generationally with Scale MP-2016 set forward 1 year for females from RP-2000 Employees
table projected generationally with Scale BB and a base year of 2009 (gender distinct).

o Post-retirement - was changed to reflect the RP-2014 Blue Collar Healthy Annuitant table
projected generationally with Scale MP-2016 set forward 1 year for females from RP-2000
Healthy Annuitant table projected generationally with Scale BB and a base year of 2009
(gender distinct).

FY2016 Changes in Actuarial Assumptions

Changes in benefit terms

Chapter 176 of the Acts of 2011 created a one-time election for eligible members of the Optional
Retirement Plan ("ORP") to transfer to the State Employees' Retirement System ("SERS") and
purchase service for the period while members of the ORP. As a result, the total pension liability of
SERS has increased by approximately $400 million as of June 30, 2016.

Changes in assumptions

Salary increases range changed to 4.00% to 9.00% from 3.5% to 9.00%.

Experience studies were performed as follows:
Dated February 27, 2014 and encompasses the period January 1, 2006 to December 31, 2011.
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Schedule of Net Position (Deficiency) by Category

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
(as restated) (as restated) (as restated) (as restated)
Net investment in capital assets $ (11,777270) $ (21,689,811) $ (3,693,773) $ 1,380,597 § 405186 § (3,080,091) § (12,717,572) $ (26,837,719) $ (23,187,500) $ (29,027,598)
Restricted - expendable 8,976 2,555,116 1,897,286 2,415,383 2,231,469 905,631 905,721 - - -
Unrestricted (834,537) 585,170 (17,664,638) (19,618,320) (24,880,753) (21,970,305) (17,193,251) (856,119) (17,484,620) (13,656,989)
Total Net Position (Deficiency) $ (12,602,831) $ (18,549,525) § (19,461,125) § (15,822,340) § (22,244,098) $ (24,144,765) $ (29,0051102) $ (27,693,838) $ (40,672,120) $ (42,684,587)

See Independent Auditor's Report on page 3.
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Changes in Net Position

Operating Revenue
Income from assessments
Federal grants for debt service
Other miscellaneous revenue
Total operating revenue

Non-Operating Revenue
Net investment income
Transfers (to)/from State Universities
Transfers (to)/from DCAM
State capital appropriations
Build America Bonds interest subsidy
Gain (loss) on sale of assets
Miscellaneous nonoperating revenue
Capital grants

Total non-operating revenue

Total Revenue

Operating Expenses
Insurance costs
Authority operating expenses
Depreciation
Other expenses

Total operating expenses

Non-operating expenses
Interest expense
Bond issuance costs

Total non-operating expenses

Total Expenses

Increase (decrease) in net position

Massachusetts State College Building Authority

(A Component Unit of the Commonwealth of Massachusetts)

Supplementary Information

Statistical Information (Unaudited)

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
(as restated)

$ 36,555,398 $ 42,453,490 $ 51,349,024 $ 55,373,353 $ 59,081,652 $ 67,825,646 $ 74,214,554 $ 76,187,363 $ 85,979,296 $ 87,755,221

211,890 211,890 211,890 211,886 58,414 - - - - -
216,054 119,636 568,661 499,035 548,131 426,352 598,515 943,094 549,270 452,205
36,983,342 42,785,016 52,129,575 56,084,274 59,688,197 68,251,998 74,813,069 77,130,457 86,528,566 88,207,426
4,674,885 6,393,208 3,977,455 12,643,482 3,045,359 10,763,298 10,702,249 15,374,812 7,981,303 10,053,652
1,684,693 440,267 3,352,687 3,050,414 3,981,309 4,221,388 4,009,535 7,056,055 421,418 498,508

- - - - (497,294) - - - - -

- 6,881,873 - - - - - - - -
- 700,809 1,887,838 2,360,991 2,302,924 2,161,590 2,189,322 2,200,443 2,201,230 2,198,010

- - 400,141 - - - - - - -
- - 201,756 546,385 56,777 912,114 150,866 99,082 49,691 70,350

34,255 293,073 - - - - - - - -
6,393,833 14,709,230 9,819,877 18,601,272 8,889,075 18,058,390 17,051,972 24,730,392 10,653,642 12,820,520
43,377,175 57,494,246 61,949,452 74,685,546 68,577,272 86,310,388 91,865,041 101,860,849 97,182,208 101,027,946
(500,864) (535,276) (668,168) (740,425) (735,970) (892,842) (939,566) (1,024,658) (1,086,763) (1,160,311)
(1,282,995) (1,392,357) (1,483,170) (1,481,186) (1,621,486) (1,660,589) (2,208,557) (2,312,194) (2,338,033) (2,473,051)
(18,614,829) (20,854,040) (24,968,701) (28,603,149) (29,888,212) (33,711,899) (38,884,197) (41,762,241) (43,333,694) (44,346,059)
(224,192) (583,365) (162,258) (294,516) (426,570) (235,606) (402,886) (46,879) (108,423) (123,349)
(20,622,880) (23,365,038) (27,282,297) (31,119,276) (32,672,238) (36,500,936) (42,435,206) (45,145,972) (46,866,913) (48,102,770)
(23,668,900) (27,717,084) (34,798,750) (37,776,890) (41,151,521) (48,795,255) (53,529,051) (54,345,047) (57,143,097) (54,281,857)
(371,723) (402,289) (780,005) (2,150,595) (1,175,271) (564,385) (761,121) (1,058,566) (230,315) (655,786)
(24,040,623) (28,119,373) (35,578,755) (39,927,485) (42,326,792) (49,359,640) (54,290,172) (55,403,613) (57,373,412) (54,937,643)
(44,663,503) (51,484,411) (62,861,052) (71,046,761) (74,999,030) (85,860,576) (96,725,378) (100,549,585) (104,240,325) (103,040,413)
$ (1,286,328) $ 6,009,835 $ (911,600) $ 3,638,785 $ (6,421,758) $ 449812 $ (4,860,337) $ 1,311,264 $ (7,058117) $ (2,012,467)

See Independent Auditor's Report on page 3.
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Schedule of Revenue

Massachusetts State College Building Authority

(A Component Unit of the Commonwealth of Massachusetts)

Supplementary Information

Statistical Information (Unaudited)

Institution 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Bridgewater $ 8322153 § 10,167,907 § 12,019,967 $ 12,980,504 § 12,987,262 $ 16,281,766 $ 16,506,948  § 16,415,422 $ 17,500,999 $ 17,534,811
Fitchburg 3,114,788 4,318,236 4,705,990 4,902,735 5,127,026 5,376,040 5,641,136 5,152,007 6,096,926 6,780,228
Framingham 4,296,966 4,440,318 4,923,218 6,695,874 7,103,882 7,959,801 7,907,969 7,378,039 11,225,027 11,629,333
Mass. College of Art and Design 2,123,909 2,166,434 2,203,147 2,170,707 5,906,206 6,087,404 6,158,757 6,436,189 6,643,132 6,787,364
Mass. College of Liberal Arts 1,607,082 2,225,289 2,397,236 2,742,973 2,609,247 2,592,005 2,664,203 2,290,169 2,870,065 2,911,331
Mass. Maritime Academy 3,076,898 3,376,425 3,545,353 3,710,356 4,110,844 4,194,537 6,929,788 6,851,698 7,429,673 7,483,471
Salem 4,411,494 4,972,018 9,128,481 9,407,195 8,451,618 9,542,570 9,657,655 12,912,427 13,933,319 14,365,831
Westfield 5,552,861 6,264,556 6,649,381 6,943,818 7,402,580 9,996,056 10,382,798 10,207,246 11,465,584 11,419,260
Worcester 4,049,247 4,522,307 5,776,251 5,819,191 5,382,987 5,795,467 8,365,300 8,544,166 8,814,572 8,843,592
Total $ 36555398 § 42453490 § 51,349,024 § 55373353 § 59,081,652 $ 67,825646 $ 74214554 § 76,187,363 § 85,979,296 _$ 87,755,221

See Independent Auditor's Report on page 3.
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Massachusetts State College Building Authority

(A Component Unit of the Commonwealth of Massachusetts)

Room Rates of Residence Facilities

Supplementary Information

Statistical Information (Unaudited)

Institution 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Bridgewater $5,100-6,656 $5,640-6,962 $5,800-7,100 $6,100-7,310 $6,300-7,460 $6,540-7,740 $6,740-7,840 $6,940-8,080  $7,220-38,400  $7,510-$8,862
Fitchburg $4,160-5,170 $4,642-5,345 $4,782-6,000 $4,930-6,204 $5,100-6,420 $5,230-6,580 $5,330-6,710 $5,440-6,840  $5,770-$7,900  $6,044-$8,273
Framingham $4,382-5,382 $4,755-5,755 $5,105-6,105 $5,495-8,250 $5,885-8,630 $6,085-8,830 $6,380-9,060 $6,680-9,280  $6,980-$9,580  $7,280-$9,880
Mass. College of Art and Design $6,710-9,580 $6,777-9,676  $7,350-10,280  $7,610-10,640  $7,876-11,000  $8,030-11,220  $8,190-11,440  $8,350-11,670 $8,560-$12,807 $8,820-$13,190
Mass. College of Liberal Arts $3,800-4,202 $4,175-4,575 $4,375-4,875 $4,530-5,050 $4,740-5,140 $4,860-5,260 $5,210-5,510 $5,500-5,700  $5,750-$5,950  $6,050-$6,250
Mass. Maritime Academy $4,668 $4,978 $5,125 $5,300 $5,470 $5,910 $6,440 $6,790 $7,130 $7,340
Salem $4,610-7,445 $5,071-8,204 $5,730-9,110 $6,150-9,350 $6,570-9,320 $6,700-9,500 $6,980-9,900  $7,280-10,320 $7,570-$10,730 $7,870-$11,160
Westfield $3,984-6,230 $4,303-6,516 $4,650-6,800 $4,800-7,100 $4,950-7,350 $5,250-7,500 $5,510-8,350 $5,730-8,680  $5,940-$9,000  $6,110-$9,260
Worcester $4,880-6,847 $5,272-7,165 $6,150-7,487 $6,580-7,800 $6,750-7,800 $6,920-7,980 $7,090-8,180 $7,270-8,370  $7,485-$8,585  $7,646-$8,746

See Independent Auditor's Report on page 3.
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Massachusetts State College Building Authority
(A Component Unit of the Commonwealth of Massachusetts)

Supplementary Information

Statistical Information (Unaudited)

Occupancy as a Percentage of Design Capacity at Residence Facilities

Institution 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Bridgewater 104% 101% 100% 100% 99% 95% 99% 97% 96% 95%
Fitchburg 103% 105% 104% 100% 101% 100% 103% 101% 96% 92%
Framingham 101% 101% 104% 100% 100% 100% 98% 98% 94% 93%
Mass. College of Art and Design 100% 100% 99% 100% 99% 99% 99% 98% 99% 99%
Mass. College of Liberal Arts 88% 94% 99% 94% 91% 86% 86% 79% 77% 74%
Mass. Maritime Academy 94% 100% 103% 106% 108% 111% 93% 101% 105% 102%
Salem 104% 106% 94% 102% 107% 106% 107% 100% 96% 96%
Westfield 107% 105% 104% 106% 101% 98% 98% 102% 99% 94%
Worcester 102% 102% 100% 103% 102% 101% 87% 94% 92% 96%
State University Average 102% 102% 101% 101% 101% 99% 98% 98% 96% 94%

See Independent Auditor's Report on page 3.
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cohnreznick.com ADVISORY + ASSURANCE + TAX

Independent Auditor's Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Board
Massachusetts State College Building Authority

We have audited, in accordance with the 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, the financial statements of the business-type
activities of the Massachusetts State College Building Authority (a component unit of the
Commonwealth of Massachusetts) (the "Authority") as of and for the year ended June 30, 2018, and
the related notes to the financial statements, which collectively comprise the Authority's basic financial
statements, and have issued our report thereon dated November 6, 2018.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority's internal
control over financial reporting ("internal control") to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Authority's internal control.
Accordingly, we do not express an opinion on the effectiveness of the Authority's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.
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Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity's internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Cotr Kogyrick X7

Boston, Massachusetts
November 6, 2018
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APPENDIX C

BOOK-ENTRY ONLY SYSTEM

DTC will act as securities depository for the Series 2019 Bonds. The Series 2019 Bonds will be issued as
fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as
may be requested by an authorized representative of DTC. One fully-registered Series 2019 Bond certificate will be
issued for each maturity of each of the Series 2019A Bonds and Series 2019B Bonds, each in the aggregate principal
amount of such maturity and series, and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments from over 100 countries that DTC’s participants
(“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of
sales and other securities transactions in deposited securities, through electronic computerized book-entry transfers
and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities
Clearing Corporation, and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). DTC has a rating of AA+ from S&P. The DTC rules applicable to its Participants are on file with the
Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com and
www.dtc.org.

Purchases of Series 2019 Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Series 2019 Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Series 2019 Bond (“Beneficial Owner™) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their purchase.
Beneficial Owners are, however, expected to receive written confirmations providing details of the transaction, as
well as periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial
Owner entered into the transaction. Transfers of ownership interests in the Series 2019 Bonds are to be
accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial
Owners. Beneficial Owners will not receive certificates representing their ownership interests in Series 2019 Bonds,
except in the event that use of the book-entry system for the Series 2019 Bonds is discontinued.

To facilitate subsequent transfers, all Series 2019 Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC. The deposit of Series 2019 Bonds with DTC and their registration in the name of
Cede & Co. or such other DTC nominee do not affect any change in beneficial ownership. DTC has no knowledge
of the actual Beneficial Owners of the Series 2019 Bonds; DTC’s records reflect only the identity of the Direct
Participants to whose accounts such Series 2019 Bonds are credited, which may or may not be the Beneficial
Owners. The Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf
of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
Beneficial Owners of the Series 2019 Bonds may wish to take certain steps to augment transmission to them of
significant events with respect to the Series 2019 Bonds, such as redemptions, tenders, defaults, and proposed
amendments to the security documents. For example, Beneficial Owners of the Series 2019 Bonds may wish to
ascertain that the nominee holding the Series 2019 Bonds for their benefit has agreed to obtain and transmit notices
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to Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses to the
registrar and request that copies of the notices be provided directly to them.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Series
2019 Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the Authority as soon as possible after the record date. The Omnibus
Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts Series 2019
Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Principal, redemption premium, if any, and interest payments on the Series 2019 Bonds will be made to
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is
to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the
Authority or the Trustee, on the payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary practices,
as is the case with securities held for the accounts of customers in bearer form or registered in “street name,” and
will be the responsibility of such Participant and not of DTC nor its nominee, the Trustee, or the Authority, subject
to any statutory or regulatory requirements as may be in effect from time to time. Payment of principal and interest
to Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the
responsibility of the Authority or the Paying Agent or the Trustee, disbursement of such payments to Direct

Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be
the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Series 2019 Bonds at any
time by giving reasonable notice to Authority or the Paying Agent. Under such circumstances, in the event that a
successor depository is not obtained, Series 2019 Bond certificates are required to be printed and delivered.

The Authority may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor securities depository). In that event, Series 2019 Bond certificates will be printed and delivered.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the Authority believes to be reliable, but neither the Authority nor the underwriters take responsibility
for the accuracy thereof.

Remainder of Page Intentionally Left Blank
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APPENDIX D

SUMMARY OF LEGAL DOCUMENTS

The following is a summary of certain provisions of the Trust Agreement and the Contract, including
certain terms used in the Trust Agreement and Contract not used elsewhere in this Official Statement. This summary
does not purport to be complete and reference is made to the Trust Agreement and Contract for full and complete
statements of such and all provisions.

DEFINITIONS OF CERTAIN TERMS
“Account or Accounts” means each account or all of the accounts established by the Trust Agreement.

“Accreted Value” means with respect to any Capital Appreciation Bond (i) as of any Valuation Date, the
amount set forth in the applicable Supplemental Trust Agreement and (ii) as of any date other than a Valuation Date,
the sum of (a) the Accreted Value on the preceding Valuation Date and (b) the product of (1) a fraction, the
numerator of which is the number of days having elapsed from the preceding Valuation Date and the denominator of
which is the number of days from such preceding Valuation Date to the next succeeding Valuation Date and (2) the
difference between the Accreted Values for such Valuation Dates. For purposes of this definition, the number of
days having elapsed from the preceding Valuation Date and the number of days from the preceding Valuation Date
to the next succeeding Valuation Date shall be calculated on the basis of a 360-day year of twelve 30-day months.

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

“Amortized Value,” when used with respect to Investment Obligations purchased at a premium above or a
discount below par, means the value as of any given time obtained by dividing the total premium or discount at
which such Investment Obligation was purchased by the number of days remaining to maturity on such Investment
Obligation at the date of such purchase and by multiplying the amount thus calculated by the number of days having
passed since such purchase, and (1) in the case of an Investment Obligation purchased at a premium by deducting
the product thus obtained from the purchase price, and (2) in the case of an Investment Obligation purchased at a
discount by adding the product thus obtained to the purchased price.

“Appreciated Value” means with respect to any Deferred Income Bond (i) as of any Valuation Date, the
amount set forth for such date in the Supplemental Trust Agreement authorizing such Deferred Income Bond, (ii) as
of any date prior to the Interest Commencement Date, other than a Valuation Date, the sum of (a) the Appreciated
Value on the preceding Valuation Date and (b) the product of (1) a fraction, the numerator of which is the number of
days having elapsed from the preceding Valuation Date and the denominator of which is the number of days from
such preceding Valuation Date to the next succeeding Valuation Date and (2) the difference between the
Appreciated Values for such Valuation Dates, and (iii) as of any date on and after the Interest Commencement Date,
the Appreciated Value on the Interest Commencement Date. For purposes of this definition, the number of days
having elapsed from the preceding Valuation Date shall be calculated on the basis of a 360-day year of twelve 30-
day months.

“Appropriations” means amounts made available for expenditure on behalf of a State University pursuant
to an appropriation or other spending authorization by the General Court of the Commonwealth and amounts
otherwise available for expenditure by the BHE on behalf of such State University, including without limitation
retained tuition payments, if any.

“Authorized Newspaper” means The Bond Buyer or a newspaper customarily published at least once a day

for at least five days (other than legal holidays) in each week, printed in the English language and of general
circulation in New York, New York.
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“Authorized Officer” means the Chairman, Vice Chairman, Secretary-Treasurer, Assistant Secretary-
Treasurer or Executive Director of the Authority, and when used with reference to an act or document of the
Authority also means any other person authorized by resolution of the Authority to perform the act or sign the
document in question.

“Bond Counsel” means Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C. or any other lawyer or firm of
lawyers nationally recognized in the field of municipal finance and satisfactory to the Authority.

“Bondowner” or “Owner” or “Owner of Bonds” or any similar term means any person who shall be the
registered owner of any Outstanding Bond or Bonds.

“Bond” means any bond authenticated and delivered under the Trust Agreement.

“Business Day” means any day that is not a Saturday, Sunday or legal holiday in the Commonwealth or a
day on which banks in Boston, Massachusetts, are authorized or required by law or executive order to close.

“Campus Project” means any Project financed with Bonds issued after 1998.

“Campus Project Capital Improvement Reserve Accounts” means, collectively, the Bridgewater State
University Capital Improvement Reserve Account, the Framingham State University Capital Improvement Reserve
Account, the Fitchburg State University Capital Improvement Reserve Account, the Massachusetts College of Art
and Design Capital Improvement Reserve Account, the Salem State University Capital Improvement Reserve
Account, the Westfield State University Capital Improvement Reserve Account and the Worcester State University
Capital Improvement Reserve Account of such names established by the Trust Agreement and any additional
Capital Improvement Reserve Account established by the Authority pursuant to the Trust Agreement with respect to
a State University in connection with the financing of a Campus Project.

“Campus Residence Hall Project” means a Campus Project that is a residence hall.

“Capital Appreciation Bond” means any Bond as to which interest is payable only at the maturity or prior
redemption of such Bond. For the purposes of (i) receiving payment of the Redemption Price if a Capital
Appreciation Bond is redeemed prior to maturity or (ii) computing the principal amount of Bonds held by the
registered owner of a Capital Appreciation Bond in giving to the Authority or the Trustee any notice, consent,
request, or demand pursuant to the Trust Agreement for any purpose whatsoever, unless otherwise provided in the
Supplemental Trust Agreement authorizing Bonds which are Capital Appreciation Bonds, the principal amount of a
Capital Appreciation Bond shall be deemed to be its Accreted Value.

“Capital Improvements” means improvements, enlargements, betterments, alterations, extensions, renewals
and replacements of one or more Projects, including land, equipment and other real or personal property, which are
properly chargeable (whether or not so charged by the Authority), under generally accepted accounting principles, as
additions to capital accounts.

“Capital Improvements Budget” means a budget (i) showing all projected disbursements from the Project
Fund and Capital Improvement Reserve Fund and, to the extent provided by the Authority, any other fund or
account under or outside the Trust Agreement, as well as the sources of moneys projected to be available to meet the
same and (ii) identifying the Capital Improvements to be undertaken, the nature of the work, the estimated cost
thereof and the estimated completion date of each Capital Improvement.

“Commissioner” means the Commissioner of Higher Education of the Commonwealth.

“Commonwealth-owned Project” means a Project with respect to which the Authority has neither legal title nor
a leasehold interest.

“Comptroller” means Comptroller of the Commonwealth.
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“Contract” shall mean the Contract for Financial Assistance, Management and Services dated as of February 1,
2003 between the Commonwealth, acting by and through the BHE, and the Authority, together with all amendments
thereto.

“Counsel’s Opinion” or “Opinion of Counsel” means an opinion signed by Bond Counsel or an attorney or
firm of attorneys of recognized standing (who may be counsel to the Authority) selected by the Authority.

“Credit Facility” means an irrevocable letter of credit, surety bond, loan agreement or other agreement,
facility or insurance or guaranty arrangement issued or extended by a Qualified Institution, pursuant to which the
Authority is entitled to obtain moneys to pay the principal, purchase price or Redemption Price of Bonds due in
accordance with their terms or tendered for purchase or redemption, plus accrued interest thereon to the date of
payment, purchase or redemption thereof, in accordance with the Trust Agreement, whether or not the Authority is
in default under the Trust Agreement.

“Debt Service” for any period means, as of any date of calculation and with respect to the Outstanding
Bonds of any Series, an amount equal to the sum of (i) interest accruing during such period on Outstanding Bonds of
such Series and (ii) that portion of each Principal Installment for such Series which would accrue during such
period if such Principal Installment were deemed to accrue daily in equal amounts from the next preceding Principal
Installment due date for such Series or, if (a) there shall be no such preceding Principal Installment due date or
(b) such preceding Principal Installment due date is more than one year prior to the due date of such Principal
Installment, then, from a date one year preceding the due date of such Principal Installment or from the date of
issuance of the Bonds of such Series, whichever date is later. Such interest and Principal Installments for such Series
shall be calculated on the assumption that no Bonds of such Series Outstanding at the date of calculation will cease
to be Outstanding except by reason of the payment of each Principal Installment on the due date thereof. For
purposes of this definition, the principal and interest portions of the Accreted Value of a Capital Appreciation Bond
and the Appreciated Value of a Deferred Income Bond becoming due at maturity or by virtue of a Sinking Fund
Installment shall be included in the calculations of accrued and unpaid and accruing interest or Principal
Installments only during the year such amounts become due for payment unless otherwise provided in the applicable
Supplemental Trust Agreement. Debt Service shall include costs of Credit Facilities and reimbursement to Providers
of Credit Facilities, in each case if and to the extent payable from the applicable Debt Service Fund. Debt Service on
Bond Anticipation Notes shall not include any Principal Installments thereon.

“Debt Service Reserve Fund Requirement” means as of any date of calculation, an amount equal to the
least of (i) 10% of the aggregate original net proceeds from the sale of all Bonds Outstanding, (ii) 125% of average
annual Debt Service on all Bonds Outstanding and (iii) the maximum amount of Debt Service due in any future
Fiscal Year on all Bonds Outstanding. The Supplemental Trust Agreement under which Bonds were issued in
December, 2014 provides for an amendment to the Trust Agreement that would change the Debt Service Reserve
Fund Requirement to zero. This change shall be effective only when approved by the Owners of a majority of the
aggregate principal amount of the Bonds Outstanding at the time of approval. See “SECURITY FOR AND SOURCE OF
PAYMENT OF THE BONDS — Debt Service Reserve Fund Requirement.”

“Defeasance Obligations” means and includes any of the following securities, to the extent investment in such
securities by the Authority is authorized under applicable law:

(1) direct obligations of the United States of America;
(i1) interest-only strips of the Resolution Funding Corporation;

(iii) pre-refunded municipal bonds rated Aaa by Moody’s Investors Service and AAA by Standard &
Poor’s Ratings Service; or

(iv) obligations issued by the following agencies that are backed by the full faith and credit of the
United States of America: Export-Import Bank (direct obligations or fully guaranteed certificates of beneficial
ownership), Farmers Home Administration, Federal Financing Bank, General Services Administration (participation
certificates), Maritime Administration (guaranteed Title XI financing), Department of Housing and Urban
Development (project notes, local authority bonds and new communities debentures).
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“Deferred Income Bond” means any Bond (i) as to which interest accruing thereon prior to the Interest
Commencement Date of such Bond is (a) compounded on each Valuation Date for such Deferred Income Bond and
(b) payable only at the maturity or prior redemption of such Bonds and (ii) as to which interest accruing after the Interest
Commencement Date is payable on the first interest payment date immediately succeeding the Interest Commencement
Date and periodically thereafter on the dates set forth in the Supplemental Trust Agreement authorizing such Deferred
Income Bond. For the purposes of (i) receiving payment of the Redemption Price if a Deferred Income Bond is
redeemed prior to maturity or (ii) computing the principal amount of Bonds held by the registered owner of a Deferred
Income Bond in giving to the Authority or the Trustee any notice, consent, request, or demand pursuant to the Trust
Agreement for any purposes whatsoever, unless otherwise provided in the Supplemental Trust Agreement authorizing
such Deferred Income Bond, the principal amount of a Deferred Income Bond shall be deemed to be its Appreciated
Value.

“Fiduciary” or “Fiduciaries” means the Trustee, any Paying Agent, or any or all of them, as may be
appropriate.

“Fiscal Year” means that period beginning on the first day of July of any year and ending on the last day of
June of the subsequent year or, at the option of the Authority, any other period of twelve consecutive calendar
months selected by the Authority in a written instrument delivered to the Trustee as the Fiscal Year of the Authority.

“Framingham Contract” means the Contract for Financial Assistance, Management and Services,
Framingham State College Parking Lot, dated as of August 1, 1999 between the Authority and Commonwealth,
acting by and through the BHE.

“Fund” or “Funds” means each fund or all of the funds established by the Trust Agreement.
“Indebtedness” means Bonds or Bond Anticipation Notes.

“Interest Commencement Date” means, with respect to any particular Deferred Income Bond, the date prior
to the maturity date thereof specified in the Supplemental Trust Agreement authorizing such Deferred Income Bond
after which interest accruing on such Bond shall be payable on the first interest payment date immediately
succeeding such Interest Commencement Date and periodically thereafter on the dates specified in the Supplemental
Trust Agreement authorizing such Deferred Income Bond.

“Interest Subsidy Payment” means the credit payment received by the Authority pursuant to section
6431(b) of the Code.

“Investment Obligation” shall mean and include any of the following securities, to the extent investment in
such securities by the Authority is authorized under applicable law:

(1) Defeasance Obligations;
(i1) Agency Obligations;

(iii) obligations the timely payment of principal of and interest on which are unconditionally
guaranteed by the United States of America;

@iv) Certificates or receipts representing direct ownership of future interest or principal payments on
direct general obligations of the United States of America or any obligations of agencies or instrumentalities of the
United States of America which are backed by the full faith and credit of the United States of America, which
obligations are held by a custodian in safekeeping on behalf of the registered owners of such receipts;

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

(vi) Repurchase agreements collateralized by securities described in subparagraphs (i), (ii), (iii) or (iv)
above with any registered broker-dealer or with any commercial bank;

(vii) Forward purchase agreements providing for delivery of securities described in subparagraphs (i),
(i1), (iii) or (iv) above or subparagraph (ix) below with banks or other financial institutions (including the Trustee or
any affiliate of the Trustee) whose long-term unsecured debt or claims-paying ability is rated in one of the two
highest rating categories by each Rating Agency, provided that any such agreement must be accompanied by an
opinion of counsel to the effect that the securities delivered will not be considered a part of the estate of such bank
or other financial institution in the event of a declaration of bankruptcy or insolvency by such bank or institution;

(viii)  Money market funds rated in the highest rating category by each Rating Agency, including,
without limitation, any mutual fund rated in the highest rating category by each Rating Agency, for which the
Trustee or an affiliate of the Trustee serves as investment manager, administrator, shareholder servicing agent,
and/or custodian or subcustodian, notwithstanding that (A) the Trustee or an affiliate of the Trustee receives fees
from such funds for services rendered, (B) the Trustee charges and collects fees for services rendered pursuant to
this Trust Agreement, which fees are separate from the fees received from such funds, and (C) services performed
for such funds and pursuant to this Trust Agreement may at times duplicate those provided to such funds by the
Trustee or its affiliates;

(ix) Commercial paper rated in the highest rating category by each Rating Agency;

(x) Short-term or long-term obligations, whether tax exempt or taxable, of any state or local
government or authority or instrumentality thereof or any other entity that has the ability to issue obligations the
interest on which is excludable from gross income for federal income tax purposes, provided that any such
obligations are rated at the time of purchase in one of the two highest rating categories by each Rating Agency;

(x1) Investment contracts with banks or other financial institutions (including the Trustee or any
affiliate of the Trustee) whose long-term unsecured debt or claims-paying ability is rated in one of the two highest
rating categories by each Rating Agency;

(xii) Participation units in a combined investment fund created under Section 38A of Chapter 29 of the
Massachusetts General Laws; and

(xiii)  Any other investment in which moneys of the Authority may be legally invested, provided that the
Authority receives a letter (or other evidence satisfactory to the Trustee) from a Rating Agency to the effect that it
will not, solely as a result of such investment, lower, suspend or otherwise adversely affect any underlying rating
(without regard to any Credit Facility) then maintained on any Outstanding Bonds.

“MassArt Dining Hall Contract” means the Contract for Financial Assistance, Management and Services,
Massachusetts College of Art and Design Dining Hall, dated as of August 1, 1999 between the Authority and the
Commonwealth, acting by and through the BHE.

“MassArt Residence Hall Contract” means the Contract for Financial Assistance, Management and
Services, Massachusetts College of Art and Design Residence Hall, dated as of August 1, 1999 between the
Authority and the Commonwealth, acting by and through the BHE.

“Maturity Value” means the Accreted Value of a Capital Appreciation Bond at its stated maturity.

“1994 Contract” means the Contract for Financial Assistance, Management and Services, 1994 Projects,

Existing Projects and Refunding, dated as of October 1, 1994, as amended as of August 1, 1999 between the
Authority and the Commonwealth, acting by and through the BHE.
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“1999 Bridgewater Contract” means the Contract for Financial Assistance, Management and Services,
Bridgewater State College Dining Hall, dated as of August 1, 1999 between the Authority and the Commonwealth,
acting by and through the BHE.

“Operating Expenses” means any expenses incurred by or for the account of the Authority or reimbursable by
or to the Authority for operation, maintenance, renewal and repair of the Projects including, without limiting the
generality of the foregoing, administrative expenses, financial, legal and auditing expenses, insurance premiums,
payments on claims against the Authority, payments of rates, assessments or other charges to the Authority with respect
to the Projects, legal and engineering expenses relating to operation and maintenance, payments and reserves for
pension, retirement, health, hospitalization and sick leave benefits for Authority employees allocable to the Projects and
any other similar expenses required to be paid by the Authority, all to the extent properly and directly attributable to the
Projects, and the expenses, liabilities and compensation of the Fiduciaries required to be paid under the Trust Agreement,
but does not include any cost of any Capital Improvement or any provision for interest, depreciation, amortization or
similar charges on any indebtedness. The term shall also include any payments required to be made by the Authority to
the Commonwealth pursuant to Section 20 of the Act.

“Outstanding,” when used with reference to Bonds of a Series, means, as of any date, Bonds or Bonds of
such Series, theretofore or thereupon being authenticated and delivered, issued under the Trust Agreement except:

(1) any Bonds cancelled by any Fiduciary at or prior to such date,

(i1) Bonds (or portions of Bonds) for the payment or redemption of which moneys, equal to the
principal amount or Redemption Price thereof, as the case may be, with interest to the date of maturity or
redemption date, shall be held in trust under the Trust Agreement and set aside for such payment or redemption
(whether at or prior to the maturity or redemption date), provided that if such Bonds (or portions of Bonds) are to be
redeemed, notice of such redemption shall have been given or provision satisfactory to the Trustee shall have been
made for the giving of such notice as provided in the Trust Agreement;

(iii) Bonds in lieu of or in substitution for which other Bonds shall have been authenticated and
delivered pursuant to applicable provisions of the Trust Agreement unless proof satisfactory to the Trustee is
presented that any such Bonds are held by a bona fide purchaser in due course; and

>iv) Bonds deemed to have been paid as provided under the heading “Defeasance.”

“Paying Agent” means any paying agent for the Bonds of any Series, and its successor or successors and
any other corporation which may at any time be substituted in its place pursuant to the Trust Agreement.

“Principal Installment” means, as of any date of calculation and with respect to the Bonds of any Series, so
long as any Bonds thereof are Outstanding, (i) the principal amount of Bonds of such Series due on a future date for
which no Sinking Fund Installments have been established, or (ii) the unsatisfied balance (determined as provided
under the heading “Satisfaction of Sinking Fund Installment”) of any Sinking Fund Installments due on a future date
for Bonds of such Series, plus the amount of the premium, if any, which would be applicable upon redemption of
such Bonds on such future date in a principal amount equal to said unsatisfied balance of such Sinking Fund
Installments, or (iii) if such future dates coincide as to different Bonds of such Series, the sum of such principal
amount of Bonds and of such unsatisfied balance of Sinking Fund Installments due on such future date, plus such
applicable redemption premium, if any.

“Prior Contracts” means (i) the 1994 Contract, (ii) the 1999 Bridgewater Contract, (iii) the MassArt
Residence Hall Contract, (iv) the MassArt Dining Hall Contract, (v) the Framingham Contract and (vi) the 2000
Bridgewater Contract.

“Project” shall mean the construction of new buildings or structures and the acquisition, addition to,
alteration, enlargement, reconstruction, rehabilitation, remodeling and other work, including, but not limited to, the
alteration or modification of existing facilities or the construction of additional or new facilities required or made
desirable by changes in or enactments of new law or regulation or changes in or new circumstances 