
BUCKEYE TOBACCO SETTLEMENT FINANCING AUTHORITY

Minutes of June 15, 2012 Meeting

The Buckeye Tobacco Settlement Financing Authority (the Authority) held a meeting
commencing at 11:30 a.m. on Friday, June 15, 2012, in the 35th Floor Conference Room, Office
of Budget and Management,. James A. Rhodes State Office Tower, 30 East Broad Street,
Columbus, Ohio, pursuant to notice of meeting given by the Secretary of the Authority pursuant to
Section 4.2 of Bylaws.

[Copies of the items marked * are attached hereto and made a part of these minutes.]

The Chairman called the meeting to order.

Mr. Kauffman, as Assistant Secretary, reported that a new designation of Seth Metcalf
for the Treasurer of State, pursuant to Section 183.52 of the Revised Code, was filed since the last
meeting of the Authority.

Pursuant to Section 3.1 of the Bylaws, Mr. Grodhaus presided as Chair of the meeting.
Upon roll call, the Chairman declared a quorum to be present. The following member and designees
of the Authority, eligible to vote at the meeting, were present:

Michael Grodhaus, Office of the Governor

Seth Metcalf, Treasurer of State

Timothy S. Keen, Director of Budget and Management

Also present were Kurt Kauffman (Assistant Secretary); Gordon Short, Dana Wasserman, Ryan
Bilsky, and Ted Geer (Treasurer’s office); Emily Kaylor, Larry Scurlock, Cassie Sanfrey, and
John Sohner (Office of Budget and Management); Greg Stype (Squire Sanders & Dempsey); and
Scott Miller (U.S. Bank).

The Assistant Secretary filed the certificate* of compliance with the public meeting notice
provisions of Section 121.22 of the Revised Code.

Mr. Grodhaus requested approval of the June 9, 2011 meeting minutes. After discussion,
Mr. Metcalf moved, seconded by Mr. Keen, to approve the minutes of the June 9, 2011 Authority
meeting. There being no discussion, the motion was approved upon roll call as follows: Ayes —

Grodhaus, Keen, Metcalf; Nays — None. The Chair declared the motion passed.

Mr. Kauffman provided an overview of the fiscal year (FY) 2011 financial statement
preparation and audit process and presented a brief summary of FY 2011 audit results.* Mr.
Kauffman noted that the FY2OI I audit opinion was ‘unqualified’ and that no material weaknesses
or deficiencies in internal controls were identified. He also reported that work on the FY20 1 2
financial statement preparation would begin July 1 with the goal of providing those financial
statements to the Auditor of State by mid-August.

Mr. Kauffman then presented an update on the tobacco settlement receipts (TSRs) received
in calendar year (CY) 2012: He explained that CY 2012 receipts exceeded CY 2011 receipts by
$5.3 million or 1 .8/c and that those 2012 receipts, in conjunction with interest earnings thereon,
would he just sufficient to cover annual debt service payments without needing to draw from the
Senior Liquidity Reserve Fund. Amounts remaining, if any, after payment of annual debt service
would be transferred to the Senior Liquidity Reserve Fund (and not available for payment of
principal on any turbo term bonds). There was also discussion of amounts potentially due and
payable to Ohio that have been deposited in the “disputed payments accounts” provided thr under



the Master Settlement Agreement or otherwise withheld by the participating manufacturers and that
are now the subject of arbitration hearings. Mr. Kauffman noted that such amounts have aggregated
to $143 million since the October 2007 pledge of such receipts to Buckeye tobacco bondholders.
Mr. Grodhaus noted that arbitration is proceeding very slowly and that the process will work from
the oldest to the newest amounts that remain in dispute.

Mr. Short then presented an overview* of the various investment options that have been
considered for the Senior Liquidity Reserve Fund. He noted that the Reserve Fund is culTently
invested in short-term, high-grade commercial paper and that Treasurer’s Office is currently
planning to move forward with an investment approach in which about $100 million would
continue to be invested in high-grade commercial paper with the balance invested in a laddered
portfolio of qualified municipal bonds. The commercial paper would ensure liquidity on potential
draws from the Senior Liquidity Reserve and the municipal bonds would safely enable the
Authority to achieve higher investment returns. After a brief discussion of the credit and tax-status
of the potential municipal bond investment, Mr. Keen thanked the Treasurer’s office for their efforts
in this area.

Mr. Scurlock then presented the Authority’s operating budget for FY 2012 and its proposed
budget for FY 2013. He began by reviewing the FY 2012 year-to-date expenses, noting modest
under-spending relative to the budgeted amount. Mr. Scurlock also explained that the budget for FY
2013 does not include an amount for enforcement expenses of the Attorney General’s Office and
funding for those activities is being addressed in the State’s operating budget.

There being no further business, the meeting was adjourned.

Timothy S. Keen(ecretary
Buckeye Tobacco Settlement Financing Authority
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