Tobacco Settlement Financing Corporation
May 1, 2007
Minutes of the Meeting

A Tobacco Settlement Financing Corporation meeting was held in the Conference Room C on the
2™ floor of the Department of Administration Building, One Capitol Hill, Providence, on Tuesday,
May 1, 2007.

At 1:30 p.m., Rosemary Booth Gallogly, Executive Director/State Budget Officer called the
meeting to order. Corporation members present were: Rosemary Booth Gallogly, James Thorsen,
Robert Cusack, and Andrew Reilly. Other attendees were: The Honorable Frank Caprio, General
Treasurer, Mark Dingley (Office of the General Treasurer), Dan Orgel (Budget Office), Maureen
Gurghigian (First Southwest), Michael Marz (First Southwest) and Claire Richards (Governor’s
Legal Office). Steve Cantor from First Southwest joined the meeting by telephone.

The Corporation and the State had solicited requests for qualifications for firms interested in serving
in the role of underwriter, bond counsel, and disclosure counsel. During the meeting, the following
firms were interviewed:

Hawkins Delafield & Wood - Interviewed for Bond Counsel and Disclosure Counsel
Citi/Morgan Stanley - Interviewed for Senior Managing Underwriter
UBS Securities LLC - Interviewed for Senior Managing Underwriter
Bear Stearns - Interviewed for Senior Managing Underwriter

Chairperson Rosemary Booth Gallogly thanked the members of the Corporation and others for
devoting the afternoon to the interview process.

The Chairperson discussed the requests for proposals that had been received for the arbitrage rebate
consulting and compliance services.

The Corporation requires the services of a firm qualified to calculate the Corporation’s arbitrage rebate
arising from the issuance of the tax exempt bonds issued in FY2002 and any future issues.

One proposal was received from First Southwest. First Southwest evidences extensive experience in
the field of arbitrage rebate consulting and compliance services. The firm began offering these services
in 1987, and now maintains a staff of 22 professionals dedicated specifically to arbitrage rebate
consulting. The firm provides arbitrage rebate consulting services to over 425 issuers nationwide,
comprising over 2,800 bond issues.

With respect to references and prior experiences, the State of Rhode Island engaged the firm in
conducting arbitrage rebate calculations for all applicable debt issues in June 2002. In this instance, the
Office of the General Treasurer thought First Southwest did an exemplary job. In December 2006, the
Rhode Island Clean Water Finance Agency selected the firm to provide a full scope of arbitrage rebate
calculation services. The person responsible for the Corporation’s rebates would be Shelley Wersky
and she has performed well on the State of Rhode Island account. The Technical Review Committee is
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convinced that the firm can bring to bear its extensive technical background and familiarity with the
State of Rhode Island in providing high-quality arbitrage rebate consulting services.

First Southwest has proposed a base annual computation fee per issue of $1,500, to be paid each year
that applicable proceeds exist. Excess fees (ranging from $500-$4,000 per annum) may be charged for
more complicated transactions (reserve fund allocations, transferred proceeds, debt service residual,
commercial paper, etc.), but are capped at the base fee plus one additional charge per issue. This fee
structure is competitive and the Technical Review Committee was confident that First Southwest could
deliver first-rate consultant services at these rates.

A motion was made to hire First Southwest by Mr. Cusack, seconded by Mr. Thorsen, and approved
unanimously.

A motion was made to adjourn by Mr. Thorsen. The motion was seconded by Mr. Cusack and
approved unanimously.

The meeting adjourned at 6:45 p.m.

Respectfully submitted,

Robert Cusack
Secretary
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