MASSACHUSETTS WATER RESOURCES AUTHORITY

THIRTY-NINTH SUPPLEMENTAL RESOLUTION
AUTHORIZING THE ISSUANCE OF UP TO $430,000,000
MULTI-MODAL SUBORDINATED GENERAL REVENUE REFUNDING BONDS

PART 1 -- RELATING TO THE ISSUANCE OF $80,000,000
MULTI-MODAL SUBORDINATED GENERAL REVENUE REFUNDING BONDS
2002 SERIES C

Adopted June 26, 2002-
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QOwner or by the Remarketing Agent or a Broker-Dealer in a written direction delivered to the
Trustee (such direction to remain in effect until revoked or revised by such Owner or the
Remarketing Agent or such Broker-Dealer in a subsequent written direction delivered to the
Trustee) or, if no such account number is furnished, by check mailed by the Trustee to the Owner
at the address appearing on the books required to be kept by the Trustee pursuant to the
Resolution, and (ii) in the case of 2002 Bonds in the Term Rate Mode, by check mailed by the
Trustee to the respective Owners thereof at their addresses as they appear on the applicable
Record Date in the registration books of the Authority kept at the principal corporate trust office
of the Trustee pursuant to the Resolution, except that in the case of an Owner of $1,000,000 or
more in aggregate principal amount of 2002 Bonds, upon the written request of such Owner to
the Trustee, received on or prior to a Record Date, specifying the account or accounts to which
such payment shall be made, payment of interest when due shall be made by wire transfer of
immediately available funds. Any such request shall remain in effect until revoked or revised by
such Owner by an instrument in writing delivered to the Trustee. The principal of and premium,
if any, on each 2002 Bond shall be payable on its Principal Payment Date, upon surrender
thereof at the principal corporate trust office of the Trustee,

Each 2002 Bond shall be dated as of the Closing Date and shall also show the date of
authentication thereof and shall bear interest from the Interest Payment Date next preceding the
date of authentication, unless such date of authentication is after a Record Date and on or before
the next succeeding Interest Payment Date, in which event such 2002 Bond shall bear interest

_from and including such Interest Payment Date, or unless such date of authentication is prior to

the Record Date with respect to the first Interest Payment Date, in which event such 2002 Bond
shall bear interest from the Closing Date, until the entire principal amount thercof is paid;
provided if, at the time of authentication of any 2002 Bond, interest is in default or overdue
thereon, such 2002 Bond shall bear interest from the Interest Payment Date to which interest has
previously been paid in full or made available for payment in full.

Interest on 2002 Bonds (other than Bank Bonds) in a Short-Term Mode shall be
calculated on the basis of a year of 365 or 366 days, as appropriate, for the actual number of days
elapsed to the Interest Payment Date. Interest on 2002 Bonds in an ARS Mode with an Auction
Period of less than six months or a Special Auction Period of 180 days or less shall be calculated
on the basis of a 360-day year for the actual number of days elapsed. Interest on 2002 Bonds
(other than Bank Bonds} in the Term Rate Mode or in an ARS Mode with an Auction Period of
six months or a Special Auction Period of more than 180 days shall be calculated on the basis of
a year of 360 days composed of twelve 30-day months.

The interest rates for 2002 Bonds contained in the records of the Trustee, absent manifest
error, shall be conclusive and binding upon the Authority, the Remarketing Agent, the Tender
Agent, the Trustee, the Credit Facility Issuer, the Liquidity Facility Issuer, the Auction Agent,
each Broker-Dealer and the Owners.

Each.Bank Bond shall bear interest on the outstanding principal amount thereof, and on
the amount (if any) of accrued and unpaid interest thereon paid by the Liquidity Facility Issuer as
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and Interest Period under this Section 2.3 shall be conclusive and binding, in the absence of
manifest error, upon the Remarketing Agent, the Tender Agent, the Trustee, the Credit Facility
Issuer, the Liquidity Facility Issuer, the Authority and the Owners,

At or after 4:00 p.m. on the Business Day next preceding the Rate Determination Date for
any Commercial Paper Rate Bonds, any Owner of such Commercial Paper Rate Bonds may
telephone the Remarketing Agent and receive notice of the anticipated next Interest Period(s)
and the anticipated interest rate(s) for such Interest Periods.

By 1:00 p.m. on each Rate Determination Date, the Remarketing Agent shall, with
respect to each Commercial Paper Rate Bond that is subject to adjustment on such date,
determine an interest rate for the Interest Period then selected for such 2002 Bond and, no later
than 1:00 p.m., shall give notice by Electronic Means to the Tender Agent, the Authority and the
Trustee of the applicable Interest Period, Purchase Date and interest rate.

By acceptance of any Commercial Paper Rate Bond, the Owner thereof shall be deemed
to have agreed, during each Interest Period, to the interest rate (including the Alternate Rate, if

. ..applicable), Interest Period and Purchase Date then applicable thereto and to have further agreed

"to tender such 2002 Bond to the Tender Agent for purchase on the next succeeding Purchase
Date at the Purchase Price if funds for such purchase are on deposit with the Tender Agent on
such Purchase Date, such Owner shall have no rights under the Resolution other than to receive
the payment of such Purchase Price and that interest shall cease to accrue to such Owner on such
Purchase Date.

SECTION 2.4. Determination of Interest Rate During Daily Mode. The interest rate for
the 2002 Bonds in the Daily Mode shall be the rate of interest per annum determined by the
Remarketing Agent on or before 9:30 a.m. on the Rate Determination Date as the minimum rate
of interest that, in the opinion of the Remarketing Agent, would, under then existing market
conditions, result in the sale of the 2002 Bonds in the Daily Mode on the Rate Determination
Date at a price equal to the principal amount thereof, plus accrued interest, if any. The
Remarketing Agent shall make the rates available by Electronic Means to the Authority, the
Trustee and the Tender Agent promptly on request and, absent a request, no less frequently than
once a week and on the last day of each month. With respect to any day that is not a Business
Day, the interest rate shall be the same rate as the interest rate established for the immediately
preceding Business Day. The determination by the Remarketing Agent of each interest rate
under this Section 2.4 shall be conclusive and binding, in the absence of manifest error, upon the
Remarketing Agent, the Tender Agent, the Trustee, the Credit Facility Issuer, the Liquidity
Facility Issuer, the Authority and the Owners.

SECTION 2.5. Determination of Interest Rate During Weekly Mode. The interest rate
for the 2002 Bonds for each Interest Period during the Weekly Mode shall be the rate of interest
per annum determined by the Remarketing Agent on and as of the applicable Rate Determination
Date as the minimum rate of interest that, in the opinion of the Remarketing Agent, would, under
then existing market conditions, result in the sale of the 2002 Bonds in the Weekly Mode on the
Rate Determination Date at a price equal to the principal amount thereof, plus accrued interest, if
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(7) whether a Credit Facility and/or a Liquidity Facility will be in effect during
the New Mode and the anticipated ratings on the 2002 Bonds if available;

(8) such of the other conditions to the effectiveness of the change in Mode
described in Section 2.9(d) below as are applicable; and

(9) that if all conditions precedent to the effectiveness of the New Mode are not
met, the Mode applicable to the 2002 Bonds will not be changed on the Mode Change
Date; provided, however, that with respect to 2002 Bonds in an ARS Mode, the
consequences of all conditions precedent to the effectiveness of the New Mode not being
met shall be that the proposed conversion shall not take place and the next Auction
Period shall be a seven-day Auction Period and the Auction Rate of such next Auction
Period shall be the Maximum ARS Rate.

(d) General Provisions Applving to Changes from One Mode to Another.

(1) The Mode Change Date must be a Business Day.
(2) Additionally, the Mode Change Date:

(i) from the Commercial Paper Mode shall be the last Purchase Date
for the Commercial Paper Rate Bonds with respect to which a change is to be
made; and

(i)  from an ARS Mode shall be (A) the second regularly scheduled
Interest Payment Date following the final Auction Date with respect to the 2002
Bonds to be converted bearing interest at an ARS Rate in an ARS Period other
than a daily Auction Period or (B) the next regularly scheduled Interest Payment
Date with respect to 2002 Bonds bearing interest at an ARS Rate in a daily
Auction Period; and

(ii1)  from a Term Rate Mode shall be the Purchase Date of the current
Interest Period.

(3) On or prior to the date the Authority provides the notice to the Notice Parties
pursuant to Section 2.9(b), the Authority shall deliver to the Trustee (i} a letter from Bond
Counsel reasonably acceptable to the Trustee and addressed to the Trustee (with a copy to
all other Notice Parties) to the effect that it expects to be able to deliver a Favorable
Opinion of Bond Counsel on the Mode Change Date, (ii) if the Liquidity Facility is
insufficient to satisfy the Liquidity Requirement (if any) applicable to the New Mode, a
letter from the Liquidity Facility Issuer indicating the Liquidity Facility Issuer's
willingness to increase the amount of the Liquidity Facility to the Liquidity Requirement
(if any) to be applicable during the New Mode, or a letter from a prospective Liquidity
Provider indicating its willingness to provide an Alternate Liquidity Facility meeting
such Liquidity Requirement, and (iii) if the Credit Facility is insufficient to satisfy the
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(9)  AstoFitch - Fitch Ratings
One State Street Plaza
New York, New York 10004
Attention: Municipal Structured Finance Group
Telecopier: (212) 635-0466

or to such other address as is provided by the entity or any successor thereto.

As to each Auction Agent and each Broker-Dealer, to the address provided by such entity
in connection with its execution and delivery of an Auction Agreement or Broker-Dealer
Agreement, respectively, or to such other address as is subsequently provided by such entity.

Each of the foregoing addresses shall be the initial Principal Office or Delivery Office of
the applicable party.

SECTION 9.3. Forms_of Requisitions. Requisitions for disbursements from the 2002
‘Series C-G Subaccount of the Cost of Issuance Fund pursuant to Section 504 of the Resolution
shall be in substantially the form attached hereto as Exhibit B.

SECTION 9.4. Express Reservation of Rights. The Authority hereby expressly reserves
the right to issue hereafter Subordinated Bonds payable from the Subordinated Debt Service
Fund prior to, on a parity with or junior to the 2002 Bonds, to establish one or more covenants
for the sole benefit of some or all of such additional Subordinated Bonds, and to fund one or
more accounts within the Subordinated Debt Service Reserve Fund for the sole benefit of some
or all of such Subordinated Bonds.

SECTION 9.5. Application of Certain Provisions of the Sixth Supplemental Resolution.
So long as any 2002 Bonds are Outstanding, the Authority covenants to comply with the
provisions of Sections 305, 306, 310 and 311 of the Sixth Supplemental Resolution as if such
Sections were fully set forth herein.

SECTION 9.6. Authority for Supplemental Resolution. This Thirty-Ninth Supplemental
Resolution is adopted pursuant to the provisions of the Resolution.

SECTION 9.7. Effective Date. This Thirty-Ninth Supplemental Resolution shall be fully
effective in accordance with its terms upon the filing with the Trustee of a copy hereof certified
by any of the Executive Director, Chief Financial Officer, Treasurer, Secretary or Assistant
Secretary of the Authority acting singly with such changes and insertions as may be approved by

such officer, the filing of such certified copy to be conclusive evidence of approval in accordance
with the Issuance Resolution.
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Section 3.02. Qualifications of Auction Agent; Resignation; Removal. The Auction Agent shall be {a) a

bank or trust company organized under the laws of the United States or any state or territory thereof having a
combined capital stock, surplus and undivided profits of at least $30,000,000, or {b) a member of NASD having a
capitalization of at least $30,000,000 and, in either case, authorized by law to perform all the duties imposed upon it
by this Appendix I and the Auction Agreement and a member of or a participant in the Securities Depository. The
Auction Agent may at any time resign and be discharged of the duties and obligations created by hereby and by the
Auction Agreement by giving at least ninety (90) days notice to the Authority, the Credit Facility Issuer and tne
Paying Agent. The Auction Agent may be removed at any time by the Authority by written notice, delivered to the
Auction Agent, the Authority, the Credit Facility Issuer and the Paying Agent. Upon any such resignation or
removal, the Authority shall appoint a successor Auction Agent meeting the requirements of this Section 3.02. In
the event of the resignation or removal of the Auction Agent, the Auction Agent shall pay over, assign and deliver
any moneys and Series Bonds held by it in such capacity to its successor. The Auction Agent shall continue to
perform its duties hereunder until its successor has been appointed by the Authority. In the event that the Auction
Agent has not been compensated for its services, the Auction Agent may resign by giving thirty (30) days notice to
the Authority and the Paying Agent even if a successor Auction Agent has not been appointed.

ARTICLE IV
Amendments

Notwithstanding any other provision of this Thirty-Ninth Supplemental Resolution or the Resolution, the
provisions of this Thirty-Ninth Supplemental Resolution relating to ARS may be amended by the Authority (i) at
any time when no ARS are Outstanding, (ii) upon obtaining an opinion of Bond Counsel that the proposed
amendment would not materially adversely affect the rights of the Owners of any Series Bonds or (iii) by obtainiig
the consent of the Owners of all Series Bonds at the time Outstanding; provided, however, that in each case such
amendment shall be subject to the provisions of the third and fourth sentences of Section 7.2 of this Thirty-Ninth
Supplemental Resolution. In the case of clause (iii) above, the Trustee shall mail notice of such amendment to the
Ownrers of all Series Bonds, and if, on the first Auction Date occurring at least 30 days after the date on which the
Trustee mailed such notice, Sufficient Clearing Bids have been received or all of the ARS are subject to Submitted
Hold Orders, the proposed amendment shall be deemed to have been consented to by the Owners of all Series of
ARS. As an additional condition precedent to any such amendment pursuant to the provisions of this Article 1V,
there shall be delivered to the Authority and the Trustee an opinion of Bond Counsel to the effect that such
amendment will not adversely affect the validity of the ARS or the exclusion of interest on any of the ARS frem
gross income for federal income tax purposes. Written notice of each such amendment shall be delivered by the
Authority to the Trustee, the Auction Agent, each Broker-Dealer and the Credit Facility Issuer,
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