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August 30, 2010 

Kevin S. Hovis 
Governor’s Office of Management and Budget 
603 Stratton Building 
401 S. Spring Street 
Springfield, IL 62706 

Dear Mr. Hovis: 

Goldman, Sachs & Co. (“Goldman Sachs”) and Samuel A. Ramirez & Company, Inc. (“Ramirez”) are pleased to 
submit a joint response to the Railsplitter Tobacco Settlement Authority’s (“Railsplitter” or the “Authority”) 
Request for Proposals for Senior Managing Underwriter.  Goldman Sachs and Ramirez (the “Firms” or the “Team”) 
are committed to serving the Authority with an experienced group of professionals who will leverage the vast 
resources of both firms to deliver an extensive marketing process and seamless execution. 

This cover letter and accompanying proposal respond specifically to your listed requirements including the 
individuals that will be assigned to executing your transaction and their “tobacco securitization” experience, the 
Firms’ expertise, the marketing of your transaction, time line and capital resources.  We believe that the State has 
placed the correct scoring emphasis in your response categories on the personnel assigned to this transaction (75 
points) and the transaction marketing (75 points) totaling 150 points.  In contrast, the other three concerns total only 
100 points.  We agree with this emphasis due to the significant changes that have occurred over the last several years 
in both the firms that transact municipal underwriting assignments and their personnel.  Given the maturity of the 
tobacco securitization sector, credit, structuring and security issues (banking) are now well understood and have 
taken a “back seat” to marketing.  As further detailed in our response, Goldman Sachs and Ramirez best meet 
the Authority’s need for market penetration and cost effective execution due to the overwhelming percentage of 
tobacco bonds successfully marketed by our underwriters. 

The State currently finds itself in a similar position that the Commonwealth of Virginia faced in 2005.  At that time, 
there had not been an unenhanced tobacco securitization (i.e. not directly or indirectly backed by the state’s general 
fund) in more than a year.  Since the tobacco securitization proceeds were critical to the Commonwealth’s economic 
development efforts, they engaged Dan Keating, Head of Municipal Securities and COO of Ramirez and Ed 
Droesch head of Goldman Sachs’ municipal syndicate desk at their respective firms (Bear Stearns and Citigroup) to 
deliver the results they needed.  There has not been an unenhanced tobacco securitization in two years (since South 
Carolina’s transaction – senior managed by Goldman Sachs – and Suffolk County New York’s transaction in June 
and August 2008 respectively).  Furthermore, there has not been an unenhanced tobacco securitization with the 
magnitude of the State of Illinois’s in three years (since Ohio’s $5.5 billion sale – senior managed by Dan Keating at 
Bear Stearns in October 2007).  With the current investor uncertainty in the tobacco securitization sector and the 
need to deliver significant proceeds to the State in its time of fiscal crisis, we believe the Authority will be best 
served by a senior management team that is staffed with industry marketing and institutional investor experts 
who have the experience of reigniting a dormant new issue sector on behalf of their clients.  Additionally, while 
new issues have not been executed, the tobacco securitization market has continued to see significant secondary 
trading volume with Goldman Sachs as a dominant market maker. 

Given the Team’s principals’ tobacco securitization expertise, particularly their unparalleled experience in 
marketing tobacco bonds, and the other inherent strengths of the Team, Goldman Sachs and Ramirez are seeking 
your consideration as a team to serve as Book-Running Senior Manager to the Authority.  As further detailed below 
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and in our response, the Team is by far the most experienced with underwriting, structuring, and marketing tobacco 
securitizations, includes the leading M/WBE firm in tobacco securitizations and offers the Authority an unparalleled 
level of capital commitment to the sector. 

Below, we highlight the experience and expertise of the Team’s assembled tobacco securitization professionals as 
well as the Team’s ability, willingness, and unqualified commitment to both market and underwrite the Authority’s 
bonds.  The Authority can rely fully on Goldman Sachs and Ramirez as its senior managers in one of the most 
critical periods in the State’s and the tobacco securitization sector’s history. 

 Leading Tobacco Securitization Underwriters: The Team will draw upon the immense experience of marketing 
and selling tobacco bonds from Ed Droesch (Goldman Sachs’ Head of Municipal Syndicate), Dan Keating 
(Ramirez’s Head of Municipal Securities and COO) and John Young (Ramirez’s Head of Municipal Syndicate). 
Ed, Dan and John have senior managed and marketed over 85% of all tobacco bonds ever issued which 
includes every transaction that exceeded $700 million.  The most notable of these tobacco securitizations 
include: 

— $3.6bn New Jersey Tobacco Settlement Financing Corporation (2007) 

— $5.5bn Buckeye Tobacco Settlement Financing Authority (2007) 

— $4.4bn California Golden State Tobacco Securitization Corporation (2006) 

Tobacco Securitization Secondary Market Trading Experience:  Goldman Sachs has a preeminent tobacco 
securitization trading franchise which is of utmost importance to the Authority due to the absence of primary market 
tobacco bond issuance for over two years.  Goldman Sachs’ municipal trading desk has traded $1.2 billion in 
tobacco bonds year-to-date with over 50 counterparties in over 700 separate trades.  Goldman Sachs is dedicated 
to the sector, with extensive coverage of all aspects including three traders, a marketing team, and two credit 
strategists.  The strength of the Goldman Sachs’ trading franchise and deep understanding of tobacco investors will 
be instrumental in helping the Authority launch a successful marketing campaign that attracts the greatest number of 
investors.  Given that there have not been any new tobacco securitizations priced in the last few years, we feel 
strongly that in choosing a Senior Manager for Railsplitter it is an essential prerequisite that such Manager have 
an active involvement in the tobacco bond secondary market.  Such market maker activity results in daily 
interaction concerning market/investor dynamics and consistent cultivation of new investors.  Our involvement has 
allowed us to be extremely well informed about the sentiments of investors in tobacco securitizations post 2008 
“credit crisis” and as such, ideally suited to lead a new securitization in today's unique market conditions.  
Furthermore, investors in this space have come to rely on Goldman Sachs for pricing accuracy and trading capacity 
in the secondary market, making Goldman Sachs the natural Firm for them to purchase bonds in the primary market. 

 Tobacco Securitization Banking Expertise: Marvin Markus, who will lead the Goldman Sachs’ banking team, 
led the State of South Carolina’s 2008 tobacco securitization refinancing.  Carlos Pineiro will be instrumental in 
the Goldman Sachs’ work given his general municipal market knowledge and having been an issuer of tobacco 
bonds when he was Executive Vice President of the Government Development Bank and Executive Director of 
the Children’s Trust Fund, overseeing the $1.17bn Puerto Rico Children’s Trust tobacco securitization 
transaction.  Ed Droesch served as the senior managing underwriter for that transaction.  At UBS, Ted Sobel, 
now the Ramirez Head of Public Finance, led the State of Rhode Island’s $685 million unenhanced tobacco 
securitization of 100% of Rhode Island’s TSRs.  At that time, the Rhode Island transaction was the most 
leveraged tobacco securitization financing (i.e. the State received the maximum amount of upfront proceeds) due 
to the banking team’s continuous work with the rating agencies to identify and correct inconsistencies with their 
stress tests.  At UBS and J.P. Morgan, Rob Pattison, now a Managing Director at Ramirez, was a permanent 
member of those firms’ tobacco securitization teams and led book-run senior managed tobacco securitizations 
(including refundings and subordinate lien capital appreciation bonds) on behalf of the counties of Sonoma, 
Merced, and Fresno, California.  Each one of the banking side participants of our combined Team bring 
significant institutional knowledge of all the structural antecedents to the Railsplitter transaction. 

 Long History of Committing Capital for the Firms’ Clients: The Team has steadily increased its capitalization; 
such that it currently has the ability to senior manage over $120 billion of municipal securities, easily allowing 
us to manage a transaction on behalf of the Authority whose maximum size could reach$1.75 billion.  The Team 
has used this capital to support our clients’ bond issuances through underwriting bonds rather than repricing 
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offerings to “clear the market”.  Examples of capital commitments are provided in the body of our Team’s 
response 

In forming a partnership of a “Bulge Bracket” and an M/WBE firm for this proposal, Goldman Sachs and Ramirez 
have developed an unrivaled synergy of experience and expertise in the tobacco sector as well as a joint 
commitment to the principles of diversity, inclusion, and opportunity.  We are confident that if selected, the Team 
will provide the Authority with the unparalleled experience of its principals, along with the market leading platforms 
of Goldman Sachs and Ramirez to deliver seamless execution of the transaction  

 

If you have any questions, please call Ed Droesch at (212) 902-0946 or Dan Keating at (212) 248-0530, the Team’s 
primary contacts concerning this proposal. 

Sincerely, 

 

   

Ed Droesch Daniel Keating 
Goldman, Sachs & Co. 
Managing Director 
200 West Street, 6th Floor 
New York, New York 10282 
Tel: (212) 902-0946 
Fax: (212) 902-3000 
edward.droesch@gs.com 

Samuel A. Ramirez & Company, Inc. 
Chief Operating Officer 
61 Broadway, Suite 2924 
New York, New York  10006 
Tel:  (212) 248-0530 
Fax: (212) 248-0528 
dan.keating@ramirezco.com 

 

 

 

“The State acknowledges that nothing in Goldman, Sachs & Co.'s responses to this RFP is an expressed nor an implied 
commitment by Goldman, Sachs & Co. to act in any capacity contemplated by this RFP, which commitment shall only be set forth in 
a separate agreement.  Goldman, Sachs & Co.'s participation in the transactions contemplated by this RFP remain subject to further 
internal review and approvals.” 
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1. Personnel 
Please list all team members with brief biographical background indicating experience in tobacco securitizations.  Please indicate the role the team member played 
in these transactions and will play in the proposed transaction. 
 

INTRODUCTION 
Given the well understood (albeit complex) nature of the 
security underlying the Master Settlement Agreement’s (the 
“MSA”) tobacco settlement revenue (“TSR”) securitizations 
and the narrow structuring flexibility mandated by rating 
agency criteria and the Authority’s governing statute, investor 
marketing will be paramount to the success of the Authority’s 
transaction.  We believe that firms serving the State can best 
differentiate themselves and will add the most value by 
marketing and underwriting the bonds.  Therefore, the State 
should ensure that this transaction is handled by a team of 
professionals possessing the highest level of experience and 
expertise in marketing and underwriting tobacco bonds. 

Goldman Sachs and Ramirez offer unparalleled prowess to the 
State through its marketing team led by Edward Droesch, 
Managing Director and Head of Goldman Sachs’ Municipal 
Syndicate, Dan Keating, Chief Operating Officer of Ramirez, 
and John Young, Managing Director and Head Underwriter of 
Ramirez. 

Since the inception of the MSA securitization sector in 1999, 
two firms (i.e. Bear Stearns and Citi) were the nationally 
recognized tobacco securitization firms.  With the onset of the 
“credit crisis” in 2008 and the subsequent exit of Bear Stearns 
and UBS from the municipal sector, a number of personnel 
changes occurred in the municipal sector. Bear Stearns’ 
underwriting desk and UBS’s tobacco securitization banking 
team essentially relocated to Ramirez & Co. and Citi’s lead 
underwriter, Edward Droesch, returned to Goldman Sachs. 

Mr. Droesch, Mr. Keating and Mr. Young have led the 
underwriting of over 85% of tobacco bond transactions done 
to date (ranked by par amount) with a combined par amount 
of over $47 billion.  This marketing team has a 100% market 
share in tobacco transactions exceeding $700 million.  They 
were at the forefront of all issuer and investor negotiations 
and possess unparalleled experience in investor outreach 
and marketing. The following tables show a breakdown of 
tobacco bond underwriting experience (for senior managed 
transactions), based on the principals’ current firm. 

 

Underwriting Experience of Key Personnel 
(All Transactions) 

 Underwriting Experience of Key Personnel 
(Transactions > $700mm in par)  

85.2%

3.9%

2.4%

2.8%

2.2%

1.9%

0.7%

0.5%

0.2%

0.1%

Goldman Sachs & Ramirez

J P Morgan Securities Inc

Citi

N/A (ex-UBS)

Jefferies

Merrill Lynch & Co

Morgan Stanley

M R Beal & Co

Barclays

Merchant Capital LLC
 

 100.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

Goldman Sachs & Ramirez

J P Morgan Securities Inc

Citi

N/A (ex-UBS)

Jefferies

Merrill Lynch & Co

Morgan Stanley

M R Beal & Co

Barclays

Merchant Capital LLC
 

Ed Droesch, Managing Director and Head of the 
Municipal Syndicate, Goldman Sachs 
Mr. Droesch rejoined Goldman Sachs in 2007 and has over 
25 years of experience in the municipal bond business. Before 
returning to Goldman Sachs, Mr. Droesch was Managing 
Director and Head of the Municipal Syndicate Desk at 
Citigroup, where he priced more public finance offerings than 
any other underwriter on Wall Street. He was responsible for 
pricing all tobacco transactions from 1999 to 2007 at 
Citigroup serving as book-running Senior Manager on over 
14 billion of tobacco bonds. Prior to that experience, from 
1987 to 1996, Mr. Droesch was a Vice President at Goldman 
Sachs, where he ran the competitive underwriting desk and 
traded intermediate municipal bonds. From 1982 to 1987, 
Mr. Droesch was an institutional municipal bond broker at 
J.J Kenny & Co. 

Mr. Droesch brings a wealth of experience and knowledge 
unmatched anywhere on the Street.  His expertise will be 

particularly beneficial to the Authority as it moves ahead with 
this tobacco securitization financing.  The following table 
highlights his experience as book-running senior manager on 
tobacco securitization transactions while serving as the head 
of Citigroup’s Municipal Syndicate Desk. 

Mr. Droesch is a member of the Municipal Bond Club of New 
York as well as the Securities Industry and Financial Markets 
Association (“SIFMA”, formerly “BMA”). Mr. Droesch 
graduated from Hartwick College in 1982 with a BA in 
Management. 

Tobacco Transactions Priced by Ed Droesch 
 

Dated 
Date Issuer State

Par 
($Mn) 

11/18/1999 TSASC Inc NY $709 

11/23/1999 Nassau Co Tobacco Settlement NY 295 

12/22/1999 Westchester Co-New York NY 104 

11/09/2000 Niagara Tobacco Sec Corp NY 48 
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Dated 
Date Issuer State

Par 
($Mn) 

11/15/2000 Puerto Rico Children’s Trust Fund PR 199 

02/08/2001 Ulster Tobacco Asset Sec Corp NY 28 

03/03/2001 DC Tobacco Settlement Fin Corp DC 521 

06/21/2001 Guam Eco Dev Auth GU 25 

08/23/2001 North CA Tobacco Sec Auth CA 200 

10/25/2001 Iowa Tobacco Settlement Auth IA 644 

11/20/2001 Virgin Islands Tobacco Settle Corp VI 22 

08/01/2002 CA Statewide Fin Authority CA 197 

08/28/2002 NJ Tobacco Settlement Fin Corp NJ 1,801 

10/10/2002 Puerto Rico Children’s Trust Fund PR 1,171 

06/19/2003 NY Tobacco Settlement Fin Corp NY 2,174 

09/30/2003 Golden State Tobacco Sec Corp CA 2,572 

12/02/2003 NY Tobacco Settlement Fin Corp NY 40 

06/15/2005 Westchester Tobacco Asset Sec NY 217 

11/29/2005 New York Cos Tobacco Trust V NY 199 

11/30/2005 Iowa Tobacco Settlement Auth IA 832 

02/08/2006 California Co Tobacco Sec Agency CA 320 

03/29/2006 California Co Tobacco Sec Agency CA 42 

04/12/2006 Virgin Islands Tobacco Settle Cp VI 7 

04/19/2006 California Statewide Fin Auth CA 62 

06/21/2006 San Diego Tobacco Settlement CA 105 

08/30/2006 DC Tobacco Settlement Fin Corp DC 248 

01/24/2007 Silicon Valley Tobacco Sec Auth CA 102 

06/14/2007 California Co Tobacco Sec Agency CA 50 

06/26/2007 WV Tobacco Settlement Fin Auth WV 911 

06/01/2008 SC Tobacco Settlement Mgmt Auth SC 276 
 

Dan Keating, Chief Operating Officer, Ramirez 
Daniel Keating joined Ramirez & Co. in October 2008 as the 
firm’s Chief Operating Officer.  Previously, Mr. Keating was 
a Senior Managing Director of Bear, Stearns & Co., and was 
the head of Municipal Sales, Trading, Underwriting and 
Public Finance as well as Municipal Derivatives.  He was a 
member of the Board of Directors of Bear, Stearns & Co., the 
broker/dealer subsidiary of The Bear Stearns Companies and 
past Chairman of the firm’s President’s Advisory Committee. 

With over 35 years in the industry and most of his career at 
Bear, Stearns & Co., Mr. Keating has experience as a 
salesman, trader, and underwriter in virtually all aspects of 
tax-exempt and taxable financing for many of the country’s 
largest, most frequent, and most sophisticated municipal 
issuers.  While at Bear Stearns, Mr. Keating led the 
underwriting as senior manager for the $10 billion State of 
Illinois Taxable Pension Obligation Bonds as the largest 
municipal issue ever brought to market.  Together with John 
Young, he ran the account book and led the marketing 
efforts for the majority of tobacco securitization transactions 
including book-run senior managing 33 billion of bonds. 
These include book-run transactions for Ohio Buckeye 
Tobacco Settlement Financing Authority ($5.5 billion in 
2007), California Golden State Tobacco Securitization 
Corporation ($4.4 billion in 2007, $3.1 billion in 2005 and 
$2.6 billion in 2003), New Jersey Tobacco Settlement 
Financing Corporation ($3.6 billion in 2007, $1.7 billion in 
2003) and Wisconsin Badger Tobacco Asset Securitization 
Corporation ($1.6 billion in 2002). 

Mr. Keating presently serves as head of the Municipal 
Division for the Regional Bond Dealers Association and is the 
past Chairman (2005) of the Bond Market Association’s 

Municipal Securities Division and a former member of the 
BMA’s Board of Directors and the Executive Committee.  
Mr. Keating is also a past Chairman of the Municipal 
Securities Rulemaking Board (2002).  In 2004, the Municipal 
Forum of New York honored Mr. Keating with its Career 
Achievement in the Private Sector award. 

Mr. Keating is a graduate of St. Peter’s College in New Jersey 
and resides in New York City.  He holds Series 7, 24, and 53 
FINRA licenses 
 

Tobacco Deals Priced by Dan Keating 

Dated 
Date Issuer State

Par 
($Mn) 

10/05/2000 Erie Tobacco Asset Sec Corp NY $246 

10/26/2000 Northern Tobacco Sec Corp AK 116 

11/15/2000 Puerto Rico Childrens Trust Fund PR 199 

03/22/2001 SC Tobacco Settlement Mgmt Auth SC 935 

08/15/2001 Northern Tobacco Sec Corp AK 127 

11/07/2001 LA Tobacco Settlement Fin Corp LA 1,203 

05/23/2002 Badger Tobacco Asset Sec Corp WI 1,591 

08/15/2002 TSASC Inc NY 500 

09/24/2002 South Dakota Ed Enhance Fund Corp SD 278 

11/05/2002 WA Tobacco Settlement Auth WA 518 

01/29/2003 Golden State Tobacco Sec Corp CA 3,000 

03/07/2003 NJ Tobacco Settlement Fin Corp NJ 1,659 

04/16/2003 Oregon Dept of Admin Services OR 432 

12/02/2003 NY Tobacco Settlement Fin Corp NY 40 

05/16/2005 Virginia Tobacco Settle Fin Corp VA 448 

08/04/2005 Golden State Tobacco Sec Corp CA 3,141 

12/06/2005 No California Tobacco Sec Auth CA 255 

02/08/2006 TSASC Inc NY 1,354 

04/05/2006 Nassau Co Tobacco Settlement NY 431 

05/17/2006 Michigan Tobacco Settle Fin Auth MI 491 

05/31/2006 So California Tobacco Sec Auth CA 584 

08/17/2006 Northern Tobacco Sec Corp AK 412 

01/29/2007 NJ Tobacco Settlement Fin Corp NJ 3,622 

03/14/2007 Golden State Tobacco Sec Corp CA 4,447 

05/03/2007 Virginia Tobacco Settle Fin Corp VA 1,149 

08/20/2007 Michigan Tobacco Settle Fin Auth MI 523 

10/29/2007 Buckeye Tobacco Settle Fin Auth OH 5,532 
 

One notable transaction priced by Dan Keating and John 
Young was the $5.532 billion Buckeye Tobacco transaction 
priced in October 2007 described below. 

$5.532 BILLION BUCKEYE TOBACCO SETTLEMENT 

FINANCE CORPORATION 
In October 2007, Dan Keating, Ramirez’s COO, and John 
Young, Ramirez’s Managing Director of Underwriting, 
spearheaded the marketing, underwriting and distribution of 
the largest tobacco securitization ever while at Bear Stearns. 
In a market that was characterized by concerns over rising 
interest rates, asset securitizations, investor saturation of 
tobacco bonds and overall illiquidity, Dan and John devised a 
comprehensive marketing plan that centered around the 
concept of marketing “a large deal small”, co-opting specific 
investor structural preferences and thus keeping pricing 
leverage with the issuer, rather than investors. From their 
extensive pre-marketing and investor penetration, they were 
able to satisfy short bond interest through the establishment of 
bifurcated ten year serials, bifurcated turbo term bonds with 
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customized projected average lives, turbo capital convertibles, 
as well as both senior and subordinated capital appreciation 
bonds. Seamless interaction and unity of purpose of the entire 
marketing team was instrumental to the unqualified success of 
the transaction. 

BANKING AND SUPPORT TEAM 
In addition to the Firms’ unparalleled underwriting 
experience, the Team also has an experienced tobacco 
securitization banking team.  The banking team will be led by 
Marvin Markus, Managing Director and head of the 
Municipal Asset Backed and Tobacco Securitization Group at 
Goldman Sachs, Carlos Pineiro, Vice President and head of 
Midwest infrastructure Banking at Goldman Sachs and 
Fernando Grillo, Managing Director at Ramirez and based 
out of Ramirez’s Chicago office.  Supporting the team leaders 
will be Dana Bunting, Vice President of Goldman Sachs and 
Rob Pattison, Managing Director of Ramirez. 

Ted Sobel, Managing Director and Head of Public Finance at 
Ramirez, will provide valuable strategic oversight for the 
State’s financing and ensure that each firm commits all its 
resources to the State’s transaction. 

The Team’s banking efforts will be supplemented by 
Rick Tilghman, Senior Vice President at Ramirez, Mark 
Somers, Associate at Goldman Sachs, Farrukh Mushtaq, 
Analyst at Ramirez and Garima Bansal, Analyst at Goldman 
Sachs.  

Due to the legal and technical complexities of the proposed 
financing, the Team will rely heavily on the expertise of 
Arthur Miller, Managing Director at Goldman Sachs. 
Mr. Miller is a well known industry expert in the tax and legal 
aspects of tax-exempt financing with over 30 years of 
experience in these areas. Mr. Miller’s expertise has been 
invaluable for some of the most complex tobacco 
securitizations to date, including the South Carolina 
refinancing and tender offer executed in 2008. 

The Team also offers the Authority the knowledge and 
expertise of Goldman Sachs’ dedicated municipal credit 
analyst, Tim Blake, Vice President and Ramirez’s chief credit 
strategist, Stu Bromberg, Managing Director. Mr. Blake and 
Mr. Bromberg, both of whom formerly worked at Moody’s, 
will be available to consult with the Authority on rating 
agency presentations and assist in positioning the financing in 
the best light possible with investors and rating agencies. 

UNDERWRITING 
John Young, Managing Director and Head 
Underwriter, Ramirez 
John Young is a Managing Director on the Municipal 
Underwriting Desk.  Previously, John was a Senior Managing 
Director at Bear, Stearns & Co. responsible for the day-to-day 
activity on the underwriting desk and led Bear Stearns’ 
marketing efforts for negotiated sales.  He has over 30 years of 
experience in the underwriting, trading, and marketing of 
municipal securities.   

While at Bear Stearns, Mr. Young ran the account book and 
led the marketing efforts for the majority of tobacco 
securitization transactions.  Prior to Bear Stearns, Mr. Young 
worked for Citicorp/Citibank for 15 years, serving at various 

times as head of its municipal securities commitment desk and 
as manager of both tax-exempt and taxable fixed income 
underwriting.  Mr. Young is a former governor and past 
President of the Municipal Bond Club of New York and is a 
past governor of the Municipal Forum of New York.  
Mr. Young is currently a Board member of the Municipal 
Securities Rulemaking Board. 

Mr. Young is a graduate of Hamilton College in Clinton, New 
York and holds Series 52, 53 and 63 FINRA licenses 

BANKING 
Marvin Markus, Managing Director, head of 
Tobacco Securitization Group, Goldman Sachs 
Marvin Markus joined Goldman Sachs in 1998 from another 
investment banking firm where he serviced numerous 
governmental clients, including federal, state, and local and 
foreign sovereign entities.  At Goldman Sachs, his 
responsibilities include assisting federal, state and local 
entities in accomplishing their public policy goals in a manner 
consistent with the dictates and constraints of the capital 
markets. Mr. Markus has been actively involved in public 
financing activities for over 40 years – both in the private and 
public sectors. 

Mr. Markus has worked in a senior capacity with a wide range 
of issuers, serving as project manager or financial advisor for 
over $50 billion of financings in the tax-exempt and taxable 
markets. He leads Goldman Sachs’ tobacco settlement 
securitization effort utilizing his expertise in asset-backed 
techniques in the municipal market.  Mr. Markus has led 
Goldman Sachs’ efforts on the California joint book run 
transaction and the State of South Carolina sole senior 
managed transaction that successfully priced in June of  
2008.  

Mr. Markus is a graduate of Brooklyn College and received a 
Masters of Urban Planning degree from New York University 

Ted Sobel, Managing Director and Head of 
Public Finance, Ramirez 
Ted Sobel joined Ramirez & Co. in April 2009 as a Managing 
Director and Head of the firm’s Public Finance Department.  
Prior to joining Ramirez & Co., Ted led the Infrastructure 
Group at Banc of America Securities and before that he was 
the Manager of the Utility and Energy Group at UBS.  At both 
firms, Mr. Sobel was responsible for a variety of sector 
coverage, including tobacco securitization, electric utilities, 
water and sewer, state revolving fund, pension obligation, 
Puerto Rico and general infrastructure projects.  In the past 
five years, Ted has served as his firms’ senior banker for over 
$25 billion of financings.  In his career, Mr. Sobel has led two 
“Deal of the Year” transactions, the first for the Rhode Island 
Depositors Protection Corporation (“DEPCO”) and the 
second, more recently, for Florida’s Citizens Property 
Insurance Corporation.  

While at UBS, Mr. Sobel led Rhode Island’s $685 million 
unenhanced securitization of 100% of Rhode Island’s TSRs.  
At that time, the Rhode Island transaction was the most 
leveraged tobacco securitization financing (i.e. the State 
received the maximum amount of upfront proceeds) due to the 
banking team’s continuous work with the rating agencies to 
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identify and correct inconsistencies with their stress tests.  He 
also served as co-senior manager on assignments for 
Louisiana ($1.2 billion issuance in 2001) and Puerto Rico 
(co-senior manager $397 million issuance in 2000 and 
$1.2 billion issuance in 2002). 

Mr. Sobel has been a featured speaker before the Council of 
Infrastructure Financing Authorities and the American Public 
Power Association.  He received a B.A. in Political Science 
from Colgate University and a M.B.A. from the University of 
Pennsylvania’s Wharton School of Finance.  

Carlos Pineiro, Vice President & Head of 
Midwest Infrastructure Banking, Goldman 
Sachs 
Mr. Pineiro is based in Goldman Sachs’ Chicago office, where 
he heads the government and infrastructure financing efforts 
in the Midwest region. He has 12 years of banking experience 
and 22 years of professional experience. Prior to joining 
Goldman Sachs, Mr. Pineiro was Executive Vice President of 
the Government Development Bank for Puerto Rico 
(“GDB”) and Executive Director of the Children’s Trust 
Fund, overseeing the $1.17bn Puerto Rico Children’s Trust 
tobacco securitization transaction Prior to his engagement at 
the GDB, Mr. Pineiro was a banker at Bank One in Chicago.  

Mr. Pineiro has executed transactions of over $20 billion in 
the areas of stadium and convention center financings, 
appropriation supported, transportation/toll road, economic 
development, and general obligation issues. In Illinois, 
Mr. Pineiro has been the lead banker in transactions for the 
State of Illinois, the Illinois Tollway Authority, Chicago 
Public Schools, and the Chicago Transit Authority, among 
others.  

Mr. Pineiro has an Engineering degree from Lehigh 
University, and an MBA from the University of Michigan in 
Ann Arbor. 

Fernando Grillo, Managing Director, Ramirez 
Fernando Grillo rejoined Ramirez & Co. in August 2005 as 
head of the Chicago public finance office and is responsible 
for the operation and management of Ramirez’s Midwest 
banking business. Mr. Grillo previously worked for Ramirez 
between 1995 and 2000. Between stints at Ramirez, Mr. Grillo 
served as Secretary of the State of Illinois Department of 
Financial and Professional Regulation where he oversaw the 
consolidation of four former state departments (Banks and 
Real Estate, Financial Institutions, Insurance, and Professional 
Regulation).  

Mr. Grillo has extensive experience in municipal finance, 
municipal law, and government regulation. Mr. Grillo has 
worked extensively in public service with the State of Illinois, 
the City of Chicago and other governmental agencies in 
Illinois. In addition to his most recent position of Secretary, 
Mr. Grillo has served as Deputy Commissioner of the Chicago 
Department of Housing for Inter-governmental Relations and 
Community Affairs. Mr. Grillo is an attorney licensed to 
practice in the State of Illinois. He received his BA from 
Andrews University and his JD from The John Marshall Law 
School. 

Rob Pattison, Managing Director, Ramirez 
Robert Pattison joined Ramirez & Co. in November 2008 after 
spending the prior two years as a Vice President in 
J.P. Morgan’s Tax-Exempt Capital Markets Group where he 
led the investment banking coverage for numerous New York 
State and local issuers.  Prior to working at J.P. Morgan, 
Mr. Pattison worked in UBS’s Municipal Securities New York 
Group.  At UBS and J.P. Morgan, Rob structured over 
$3.5 billion in financings and developed customized financing 
strategies for numerous state and local issuers.  At Ramirez & 
Co., Mr. Pattison has lead managed $2.5 billion of financings. 

At UBS and J.P. Morgan, Mr. Pattison was part of the firms’ 
tobacco securitization teams and led the structuring and 
execution of refundings in 2005 for the counties of Sonoma 
and Merced, California in which he worked with all three 
rating agencies to update their CA population stress tests as 
well as reintroduced Moody’s to the tobacco securitization 
sector.  In 2006, Mr. Pattison led the structuring of the county 
of Fresno, California capital appreciation bonds subordinate 
lien issuance as well as worked with Fitch to revise their 
amended BB-rating CAB methodology which they had 
intended to increase leverage but had in fact lessened leverage. 

Mr. Pattison holds Series a B.S. in Chemical Engineering from 
Cornell University, a M.S. in Chemical Engineering from 
Tufts University, and an MBA from Northeastern University. 

Dana Bunting, Vice President, Goldman Sachs 
Ms. Bunting, is responsible for banking coverage teams in 
various states including Illinois, Massachusetts, Maryland, 
Ohio and Virginia.  Ms. Bunting lends her infrastructure and 
credit expertise to coordinate banking teams to provide market 
and bond structuring ideas to a number of clients in the State 
of Illinois, including the Governor’s Office of Management 
and Budget, City of Chicago, Chicago Public Schools, Illinois 
Housing Development Authority, Illinois Tollway, and 
Metropolitan Pier and Exposition Authority.  She joined 
Goldman Sachs as a Vice President in 1992 after developing 
criteria, rating bonds, and chairing rating committees in the 
mortgage backed, asset backed, structured, and municipal 
bond areas at Standard & Poor’s.  In 2009, she led financings 
totaling over $3 billion and exceeds that amount to date in 
2010. 

Ms. Bunting received a degree in Business Administration 
from Gettysburg College. 

CREDIT EXPERTISE 
Tim Blake, Vice President, Goldman Sachs 
Tim Blake joined Goldman Sachs’ Public Sector & 
Infrastructure Credit Group in 2006, following more than eight 
years with Moody’s Investors Service in New York, where he 
served as Senior Vice President for State and High Profile 
Ratings.  Prior to joining Moody’s, Mr. Blake worked for 
twelve years in a variety of public finance and credit analysis 
positions with National Westminster Bank Plc.  While at 
Moody’s, Mr. Blake was responsible for new rating analysis 
and ratings surveillance for tax and revenue-backed debt 
issued by state and large city governments and their 
authorities.  His portfolio included the states of California, 
New Jersey, Illinois, Pennsylvania and several others, as well 
as cities of Chicago, Philadelphia, and Washington D.C.  
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Security types rated included general obligation bonds, lease 
obligations, special tax obligations, federal grant anticipation 
financings, and various types of short-term debt obligations.  
Mr. Blake was also a member of Moody’s Public Finance 
Credit Committee, responsible for researching and 
establishing consistent credit criteria and policies across the 
public finance franchise. 

Mr. Blake earned a Bachelor’s degree in Business 
Administration and Finance from the State University of New 
York at Albany, and is also a Chartered Financial Analyst. 

Stu Bromberg, Managing Director, Ramirez 
Stuart Bromberg is a 25-plus year veteran of the municipal 
market.  Prior to joining Ramirez & Co., he was a Director of 
Municipal Research at Credit Suisse First Boston.  In that 
capacity, he worked closely with sales, secondary training, 
underwriting and public finance.  As a former senior analyst at 
Moody’s Investors Service, he used his expertise to prepare 
various public finance clients, primarily in California, New 
York, Massachusetts, and Texas, for visits to the various 
rating agencies and bond insurers.  Working closely with 
issuers and their financial advisors, he was able to develop 
strategies to obtain the highest ratings possible for his clients.  
Mr. Bromberg currently helps prepare the sales force to better 
communicate salient credit factors to institutional and retail 
investors and personally mitigates institutional investors’ 
concerns about security and credit considerations of clients’ 
bonds, thus enabling issuers to obtain the lowest net interest 
cost for their financing. 

Mr. Bromberg is a Certified Public Accountant and received a 
BA and MBA in Accounting from Pace University.    

TAX AND LEGAL 
Arthur Miller, Managing Director, Goldman 
Sachs 
Formerly a tax lawyer at Mudge Rose Guthrie Alexander & 
Ferdon, Mr. Miller has been with the Goldman Sachs since 
1985 and is considered to be one of the leading specialists in 
arbitrage, rebate and advance refundings, as well as in tax law 
and tax reform.  His in-depth knowledge of the tax laws and 
regulations surrounding the issuance of municipal bonds 
makes him a vital part of the State’s team.  Mr. Miller’s 
expertise has been invaluable for some of the most complex 
tobacco securitizations to date, including the South Carolina 
refinancing and tender offer executed in 2008 

Furthermore, Mr. Miller has served as Chairman of the 
American Bar Association’s Task Force on Advance 
Refundings, and on the Bond Market Association’s Market 
and Public Policy Analysis Committee.  In addition, he has 
served on an advisory committee to the US Treasury to help 
simplify the arbitrage and rebate rules. 

Mr. Miller is a graduate of New York University School of 
Law (LLM Taxation), Duke University School of Law (JD), 
University of North Carolina (MA History), and Princeton 
University (AB). 

SALES AND SECONDARY MARKET 
TRADING 
Complementing the underwriting and banking teams is our 
leading team in secondary markets for tobacco securitization 
bonds.  This team lead by Hector Negroni and Alexander 
Evis has unparalleled experience in actively trading tobacco 
securitization bonds in the secondary market, and has strong 
relationships with all they key investors in the space.  They are 
supported by Austin Bowker Goldman Sachs’ primary trader 
for tobacco securitization bonds and Sudar Purushothaman.  
Finally, Bob Bengtson provides significant marketing and 
structuring support for Goldman Sachs’ municipal sales and 
trading franchise.  Goldman Sachs’ deep participation in the 
secondary market for tobacco securitization bonds provides 
insight and strong relationships with key investors who would 
participate Railsplitter’s upcoming transaction. 

Hector Negroni, Managing Director, Goldman 
Sachs 
Hector Negroni manages the municipal trading business.  He 
joined Goldman Sachs as a managing director in 2005 to 
establish proprietary trading and structured products.  He 
assumed responsibility for the municipal trading franchise in 
2007. 

Hector has more than 20 years of experience in government 
financing, tax-exempt securitization, municipal credit 
derivatives and taxable municipals.  Prior to joining the firm, 
Hector was with Société Générale, Lazard Fréres and 
Citigroup. 

Hector earned a BS from the Wharton School at the University 
of Pennsylvania.  

ALEXANDER EVIS, MANAGING DIRECTOR, 
GOLDMAN SACHS 
Alexander Evis manages Long-Term Municipal Bond 
Trading.  Previously, he managed the High Yield Municipal 
bond trading desk for one year and Municipal Proprietary 
Trading desk for two years.  Prior to that, he traded corporate 
bonds and credit derivatives until 2007.  Alexander joined 
Goldman Sachs in 1999 as a corporate bond trader.  He was 
named managing director in 2009.  

Alexander earned a BSc in Economics from the University of 
Pennsylvania in 1998 and an MBA from the Wharton School 
of the University of Pennsylvania in 1999.  

Austin Bowker, CFA, Vice President, Goldman 
Sachs 
Austin Bowker has primary responsibility for trading tobacco 
securitization bonds at Goldman Sachs.  His experience 
includes daily market making and risk management, cash flow 
modeling, and marketing tobacco bonds to new and existing 
clients.  He joined Goldman Sachs in 2003 in the Public 
Sector and Infrastructure Banking Group and moved to the 
municipal bond trading desk in 2006.  Austin earned his BS in 
Economics from University of California, San Diego in 2000 
and earned the CFA designation in 2003. 
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Bob Bengtson, Vice President, Goldman Sachs 
Bob Bengtson is the head of the Municipal Marketing and 
Structuring group of Goldman Sachs.  In this role, he is 
responsible for marketing and structuring a number of 
products related to municipal risks, including tax-exempt 
bonds, Build America bonds, total return swaps, and SIFMA 
basis swaps, to a broad group of investors in the US and 
abroad. 

Prior to joining the Municipals business, Bob worked in 
various positions in Fixed Income at Goldman Sachs, 
including Investment Grade Capital Markets and Structured 
Credit Capital Structure Trading. 

Bob graduated from the School of Foreign Service at 
Georgetown University magna cum laude with a BS in 
International Economics. 

Sudar Purushothaman, Analyst, Goldman 
Sachs 
Sudar Purushothaman is an analyst on the high yield 
municipal trading desk, assisting in market making and 
analysis in the tobacco securitization sector. He joined 
Goldman Sachs in 2008, after graduating with honors from 
Stanford University with a BS in Math and Computational 
Sciences. 
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2. Tobacco Experience 
Please describe the bank’s experience in tobacco securitizations.  Please provide a list of the role it played in each financing. 
 

We believe that in selecting a Senior Manager for the 
upcoming Railsplitter transaction there are several areas of 
respondent credentials that should be of paramount importance 
to the Authority and the State.  These criteria have been 
selected based on the market context of Railsplitter’s 
inaugural transaction in light of the paucity of significant 
tobacco bond issuance for approximately three years (post the 
2007 Buckeye issuance led by Dan Keating of our team).  

First, the Authority should choose a Senior Manager that has 
remained active the secondary market in tobacco bonds. Over 
the last several years major concerns have been raised by 
events surrounding TSR cash flows and the so-called Non-
Participating Manufacturer (“NPM”) Adjustments.  Firms that 
have grown their secondary market presence during such 
stressful times will be in the best position to market the 
Railsplitter transaction.  We demonstrate below the presence 
of our Team in the tobacco secondary markets. 

Second, Senior Managing Underwriters chosen by Railsplitter 
should have proven expertise in creating and opening new 
markets for their issuing clients and creating and marketing 
inaugural credits in the municipal market..  Below we 
discuss the success of our Team over the years in developing 
new markets as evidenced by our market leading efforts in the 
development of the Build America Bond (BAB) market from 
its advent in the second quarter of 2009 to now.  In addition, 
we highlight several inaugural issues that were successfully 
created and executed by our Team and met with outstanding 
market reception. 

Third, personnel assigned and the Firms themselves should 
have the banking expertise and institutional memory to 
successfully execute a tobacco securitization.  We provide 
below a detailed picture of our Team’s participation in the 
structural aspects of primary tobacco transactions including 
Senior Manager and Co-Manager activities. 

Finally, the Team selected by Railsplitter to lead its inaugural 
financing should have proven expertise in reopening new 
issue execution by expanding investor appetite that has 
experienced significant atrophy due to macroeconomic forces.  
Below we discuss our Team’s success in reopening markets 
that were largely closed due to the events of the 2008 Credit 
Crisis.  In particular we are most proud of our achievements in 
reinvigorating the asset backed markets following a long 
hiatus.  We believe such leadership is directly applicable to 
Railsplitter’s inaugural issuance into the tobacco bond space 
in light of the non-existent new issue volume of the recent 
past. 

SECONDARY MARKET EXPERIENCE 
In addition to the individual experience of Mr. Droesch, 
Mr. Keating and Mr. Young, the broader firms of Goldman 
Sachs and Ramirez have a wealth of experience in the 
primary and secondary tobacco markets.  Given the fact that 
no tobacco securitizations have priced in the over two years, 
when evaluating firms to Senior Manage the Authority’s 
inaugural financing, it is critical to focus on the state of the 

secondary tobacco market, which continues to be active. As 
such, we begin our response with a discussion of the Team’s 
secondary market experience. 

As a leading tobacco securitization trading franchise, 
Goldman Sachs’ Municipal Bond Trading Desk has traded 
$1.2 billion in tobacco bonds year-to-date with over 50 
counterparties (investors) in over 700 separate trades.  
Goldman Sachs is dedicated to the sector, with extensive 
coverage of all aspects including three traders, a marketing 
team, and two credit strategists. The team coordinates in 
consistent daily market-making of nearly all tobacco 
securitization credits.  Goldman Sachs also conducts formal 
and informal surveys to gauge investor attitudes, opinions, and 
positioning in the sector. 

Investors recognize that our Municipal Bond Trading Desk is 
a hub for both market knowledge and liquidity in the sector as 
a result of consistently making two-sided markets and 
regularly maintaining a sizable inventory. Accordingly, many 
major investors consider Goldman Sachs as a key partner in 
their tobacco settlement bond market activity.  

One of the largest municipal bond funds, which is also 
currently one of the most active buyers of tobacco bonds, 
decided to become more active in the sector a few years ago 
and has since identified Goldman Sachs as a firm of choice for 
secondary market trading.  Goldman Sachs has traded close 
to $150 million in tobacco settlement bonds with this investor 
alone, year-to-date.  Goldman Sachs’ entire team, including 
sales, trading, marketing, and credit have worked closely with 
this bond fund’s trading and research teams to coordinate a 
two-way flow of market knowledge and information. As a 
result of daily dialogue, Goldman Sachs has gained greater 
insight into the market and has used this relationship as a 
model to develop other strong client relationships.  With 
general market awareness of the potential for a significant 
Railsplitter tobacco transaction Goldman Sachs has had 
occasion to discuss the Authority’s possible transaction with 
this investor and expect notable participation in a market 
priced offering.  

In addition, the trading and marketing teams work closely with 
many of the sales forces across the Securities Division at 
Goldman Sachs.  In these interactions, Goldman Sachs has 
successfully targeted and educated new investors in the 
tobacco securitization sector and this process has enabled 
Goldman Sachs to attract capital from new and alternative 
investors, particularly equity, credit, and macro hedge funds.  
The broadening of the secondary market investor base in the 
sector will be beneficial as the State launches its tobacco bond 
issuance.  For example, in early 2009, a multi-billion dollar 
macro hedge fund approached Goldman Sachs to discuss 
opportunities for higher yielding tax-exempt investments.  
Over the subsequent months, the entire Goldman Sachs team 
spent a significant amount of time discussing the tobacco 
settlement bond sector with this hedge fund, which has now 
built a substantial portfolio and is a regular market participant. 
In recent discussions regarding Railsplitter, Goldman Sachs 
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believes this investor and others are looking forward to the 
first tobacco new issue in over two years.  

Of particular note, Goldman Sachs has built a particularly 
strong franchise in shorter-dated tobacco securitizations, 
which will further assure cost effective execution given the 
maximum 2029 maturity of the Railsplitter transaction 
dictated by Public Act 096-0958.   

Below is a list of tobacco securitization bonds, of which 
Goldman Sachs has captured at least 20% of all MSRB trading 
volume year-to-date.  We have highlighted all of the bonds 
with maturities shorter than 2029.  These transactions are the 
“benchmark” tobacco market transactions—a group that 
Railsplitter is likely to shortly join. 

 

Goldman Sachs’ Market Share of Trading Volume 2010 YTD for Select Tobacco Settlement Bonds 

Issuer Coupon Maturity 
Par 

Outstanding 
Total 

Volume 
GS 

Volume 
GS 

Market Share

Northern Tobacco (Alaska) 5.000 6/1/2032 $70,105,000 8,190,000 8,000,000 98% 

New Jersey Tobacco 5.000 6/1/2015 23,830,000 6,980,000 6,000,000 86% 

Northern Tobacco (Alaska) 4.625 6/1/2023 85,905,000 51,950,000 42,575,000 82% 

Suffolk Co., NY 6.000 6/1/2048 62,295,000 3,715,000 2,700,000 73% 

NY Counties 5.750 6/1/2033 15,175,000 5,240,000 3,000,000 57% 

New Jersey Tobacco 4.500 6/1/2023 458,135,000 290,516,000 162,955,000 56% 

Washington 5.500 6/1/2012 14,325,000 6,020,000 3,000,000 50% 

Golden State (California) 4.600 6/1/2023 72,035,000 9,470,000 4,000,000 42% 

Inland Empire (Riverside Co., CA) 4.625 6/1/2021 47,830,000 48,610,000 20,460,000 42% 

Golden State (California) 5.000 6/1/2033 610,525,000 180,045,000 53,165,000 30% 

Buckeye (Ohio) 5.125 6/1/2024 843,195,000 582,111,000 165,765,000 28% 

New Jersey 5.000 6/1/2041 1,263,590,000 350,849,000 99,705,000 28% 

Virginia 6.706 6/1/2046 661,870,000 46,655,000 13,075,000 28% 

TSASC (NYC) 5.125 6/1/2042 559,025,000 36,485,000 10,000,000 27% 

New Jersey 5.000 6/1/2029 332,270,000 63,285,000 17,295,000 27% 

New Jersey 4.625 6/1/2026 287,620,000 39,760,000 10,780,000 27% 

Golden State (California) 4.500 6/1/2027 666,770,000 451,636,000 120,630,000 27% 

Golden State (California) 5.125 6/1/2047 693,575,000 353,285,000 89,295,000 25% 

Michigan 6.000 6/1/2048 290,085,000 105,220,000 21,700,000 21% 

Buckeye (Ohio) 5.750 6/1/2034 505,200,000 195,475,000 40,000,000 20% 
Source: MSRB data & Goldman Sachs calculations 

Goldman Sachs’ expanded involvement with traditional 
tobacco securitization investors and extensive work 
developing new buyers in the secondary market, combined 
with Goldman Sachs’ particular expertise in shorter-dated 
tobacco securitizations, uniquely position our Team to help 
the State achieve the best execution of the offering. 

CREATING AND OPENING NEW MARKETS 
Goldman Sachs has extensive experience and commitment to 
opening new markets.  This commitment was highlighted in 
2009 with the introduction of BABs.  Goldman Sachs was the 
#1 underwriter of BABs during 2009, showing its commitment 
to developing and opening the new market and putting its 
capital to work for its clients.  Additionally, Goldman Sachs’ 
municipal sales & trading operations maintained top ranking 
in secondary market making of BABs.  This secondary market 
capital commitment to the new BAB market helped ensure 
that it quickly developed into a robust financing market for 
municipal issuers.  Goldman Sachs and Ramirez will bring 
this experience to reopening the tobacco securitization market 
for Railsplitter. 

MARKETING INAUGURAL CREDITS 
The Team also has unparalleled experience in, and knowledge 
of, marketing new credits.  These experiences will help us 
position Railsplitter to attain the best possible credit ratings 
and ensure that investors are properly educated prior to the 
day of pricing.  The process of getting the Railsplitter credit 

rated will be particularly intensive given the lack of recent 
tobacco issues, changes to the tobacco market and a generally 
more conservative approach to structured credits taken by the 
ratings agencies.  Examples of Goldman Sachs’ experience 
with new credits include: 

 MEAG Plant Vogtle Nuclear Units: In March 2010, 
Goldman Sachs acted as sole book-running manager on 
$2.6 billion of BABs to finance the first phase of MEAG’s 
comprehensive plan to construct Plant Vogtle Additional 
Nuclear Units.  As part of this process, MEAG developed 
three separate credits to finance different Participant Pools 
and PPAs.  Goldman Sachs worked with MEAG to 
structure each of these credits and helped develop a 
detailed ratings presentation.  In addition, Goldman Sachs 
visited each of the rating agencies with MEAG and held 
conference calls with several rating analysts to ensure that 
the credit details were properly understood.  Ultimately, 
the targeted ratings were achieved for each of the three 
credits.  Goldman’s tailored marketing process involved 
in-person and over-the-phone meetings with over 60 
investors, a week long roadshow in Boston, New York, 
Philadelphia, Chicago and Los Angeles, and an internet 
roadshow with over 140 investors.  The extensive 
marketing program helped to generate over $7 billion of 
orders. 

 Hudson Yards Infrastructure Corporation: In 
December 2006, Goldman Sachs, lead by Marvin Markus, 
acted as book-running senior manager on the inaugural 
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$2 billion bond offering of the Hudson Yards 
Infrastructure Corporation (“HYIC”). HYIC is a local 
development corporation created by the City of New York 
to provide financing to facilitate the transformation of the 
Hudson Yards Financing District to a mixed-use 
community.  Goldman Sachs created the HYIC credit 
structure that was integral in producing the lowest cost of 
capital for HYIC.  Goldman Sachs’ marketing efforts 
helped to generate over $6 billion of orders on the day of 
pricing. 

The Team’s strength in bringing new credits to market is 
underpinned by Goldman Sachs’ specialized Municipal Credit 
Group and the extensive experience of Stu Bromberg at 
Ramirez. Goldman Sachs’ Municipal Credit Group, which 
includes Tim Blake, is dedicated to helping its clients develop 
powerful rating agency presentations and analyses.  The 
Municipal Credit Group works directly with clients and assists 
the financing team in strategies to improve the credit strength 
and ratings of the client.  The Municipal Credit Group will 
serve as a sounding board and a mock audience in rating 
agency presentation rehearsals and offer sophisticated 
feedback and advice.  The Municipal Credit Group regularly 
speaks to and meets with rating agency analysts, attends their 
conferences and seminars, and solicits their thoughts with 
regard to credit issues. 

TOBACCO PRIMARY MARKET 
EXPERIENCE 
In addition to the market leading participation of our personnel 
as highlighted in our response to Question 1 above and 
Goldman Sachs’ outstanding secondary market presence 
discussed immediately above, Goldman Sachs and Ramirez as 
firms have been major participants in the primary 
underwriting markets throughout the years of tobacco 
securitization transactions.  Since November 1999, the Team 
has participated as a manager on over $43.8 billion in tobacco 
securitization issues, including serving as sole manager on 
the $275 million South Carolina Tobacco Settlement 
Revenue Management Authority transaction in June 2008 
and as joint book-running senior manager on the 
$4.45 billion Golden State Tobacco restructuring in 2007.  
The Team has also played a key role as Co-Senior Manager on 
transactions for Golden State Tobacco and the State of 
Washington, aggregating to $3.659 billion in par.  In addition, 
the Team has served as Co-Manager on 28  issues totaling 
over $39.93 billion in issue size. Our Co-Manager experience 
includes serving the States of New Jersey, Alaska, Virginia 
and California, the Puerto Rico Children’s Trust Fund, and the 
City of New York. 

 

Goldman Sachs & Ramirez Managing Underwriter Tobacco Transactions Since 1999  

Dated 
Date Issuer State 

Par 
($Mn) 

GS 
Role 

Ramirez 
Role 

11/18/1999 TSASC Inc NY $709 Co-Manager Co-Manager 

11/15/2000 Puerto Rico Childrens Trust Fund PR 397 Co-Manager Co-Manager 

03/13/2001 DC Tobacco Settlement Fin Corp DC 521 Co-Manager - 

03/22/2001 SC Tobacco Settlement Mgmt Auth SC 935 Co-Manager - 

08/15/2001 Northern Tobacco Sec Corp AK 127 Co-Manager - 

10/25/2001 Iowa Tobacco Settlement Auth IA 644 Co-Manager - 

11/07/2001 LA Tobacco Settlement Fin Corp LA 1,203 Co-Manager - 

01/04/2002 South California Tobacco Sec Authority CA 467 - Co-Manager 

05/23/2002 Badger Tobacco Asset Sec Corp WI 1,591 Co-Manager Co-Manager 

08/01/2002 California Statewide Fin Authority CA 197 - Co-Manager 

08/15/2002 TSASC Inc NY 500 Co-Manager Co-Manager 

08/28/2002 NJ Tobacco Settlement Fin Corp NJ 1,801 Co-Manager - 

10/10/2002 Puerto Rico Childrens Trust Fund PR 1,171 Co-Manager - 

11/05/2002 Washington Tobacco Settlement Aut WA 518 Co - Senior - 

01/29/2003 Golden State Tobacco Sec Corp CA 3,000 Co-Manager Co-Manager 

03/07/2003 NJ Tobacco Settlement Fin Corp NJ 1,659 Co-Manager Co-Manager 

06/19/2003 NY Tobacco Settlement Fin Corp NY 2,093 Co-Manager Co Manager 

09/30/2003 Golden State Tobacco Sec Corp CA 2,572 Co-Manager Co-Manager 

12/02/2003 NY Tobacco Settlement Fin Corp NY 2,015 Co-Manager Co-Manager 

05/16/2005 Virginia Tobacco Settle Fin Corp VA 448 Co-Manager - 

08/04/2005 Golden State Tobacco Sec Corp CA 3,141 Co-Senior - 

02/08/2006 TSASC Inc NY 1,354 Co-Manager Co-Manager 

05/31/2006 So California Tobacco Sec Auth CA 584 Co-Manager - 

08/17/2006 Northern Tobacco Sec Corp AK 412 Co-Manager - 

01/29/2007 NJ Tobacco Settlement Fin Corp NJ 3,622 Co-Manager Co-Manager 

03/14/2007 Golden State Tobacco Sec Corp CA 4,447 Joint Book Co-Manager 

05/03/2007 Virginia Tobacco Settle Fin Corp VA 575 Co-Manager - 

06/26/2007 WV Tobacco Settlement Fin Auth WV 911 Co-Manager - 

10/29/2007 Buckeye Tobacco Settle Fin Au OH 5,532 Co-Manager - 

06/01/2008 NY Tobacco Settlement Fin Corp NY 444 Co-Manager Co-Manager 

06/01/2008 SC Tobacco Settlement Mgmt Auth SC 276 Lead Manager - 

 Total  $43,866   



 

 10
 

 

TOBACCO CASE STUDIES 
$276 million Tobacco Settlement Revenue 
Management Authority (State of South Carolina)  

Background 
Goldman Sachs was the creator and sole manager of a 
transaction that compressed the time frame to return the 
residual TSRs to the State of South Carolina. 

In 2001, the Tobacco Settlement Revenue Management 
Authority, an instrumentality of the State of South Carolina, 
sold $934.5 million of Tobacco Settlement Asset-Backed 
bonds, comprised of a $200 million taxable tranche and a 
$734.5 million tax exempt tranche.  This transaction 
monetized 100% of the State’s TSRs under the Master 
Settlement Agreement; the proceeds were used to fund four 
trusts: Healthcare Tobacco Settlement Trust Fund, Tobacco 
Community Trust Fund, Tobacco Settlement Economic 
Development Fund and the Tobacco Settlement Local 
Government Fund.   

At the time of the restructuring, the bulk of the Healthcare 
Trust Fund had not been spent and roughly $727.7 million of 
tax exempt bonds remained outstanding. 

Series 2008 Transaction 
Goldman Sachs served as sole managing underwriter for the 
Authority’s 2008 transaction to refinance the 2001 Bonds and 
reduce outstanding debt.  The transaction consisted of three 
major pieces: 

 Series 2008 Tax-Exempt Bonds: The Authority issued 
$275.73 million of refunding bonds to advance refund a 
portion of the outstanding Series 2001B.  The bonds were 
secured by 100% of the State’s TSRs and had an expected 
final turbo redemption in 2012.  The bonds priced and 
closed in June 2008. 

 Tender Offer for the 2028 maturity of the Series 2001B 
Bonds: As a requirement of tax law, a portion of the 
Authority’s funds in the Health Care Trust Fund were 
required to be invested in pre-refunded tax exempt 
securities or Demand Deposit State and Local Government 
Securities (“SLGS”).  By buying its own 2001B Bonds 
with these funds through a tender offer, the Authority 
created more efficient investments in its Health Care Trust 
Fund.  Goldman Sachs conceived the tender offer and 
served as its Dealer-Manager.  Though the tender, the 
Authority successfully bought back $152.43 million of 
bonds. 

 Transfer of the Healthcare Trust Fund into the Escrow/ 
Purchase Funds: Upon closing, the securities and cash in 
the Healthcare Trust Fund were transferred to the 
escrow/purchase fund and were used to finance the tender 
and to purchase pre-refunded tax-exempt bonds 

As a result of the transaction, the Authority fully defeased or 
purchased all of its outstanding 2001 bonds, thereby reducing 
its overall debt by 50% and significantly shortening the 
average life of its transaction to approximately 2.5 years. 

August 2008 Escrow Reoptimization 

In August 2008, Goldman Sachs conceived and executed a 
transaction that improves the “efficiency” of the tax-exempt 
pre-refunded bonds in the escrow.  The Authority was able to 
realize approximately $2.5 million of savings by selling a 
portion of its pre-re holdings and purchasing $50.585 million 
of longer-dated pre-res. 

December 2008 Tender Offer Sole Dealer Manager 
To provide further benefit to the Authority due to the 
increased value of the defeasance escrow securities, Goldman 
Sachs’ conceived, designed and executed a tender offer in 
December 2008 for the remaining $161 million of South 
Carolina Tobacco Settlement Revenue Management 
Authority's 2001B Bonds still outstanding.  This transaction 
took advantage of the fact that pre-refunded municipals were 
trading at higher yields than Treasuries, largely due to the 
tremendous demand for Treasuries at the time.  The tendered 
bonds were paid for by a liquidation of the escrow Treasuries 
and pre-res; thus no new bonds were issued to the market. 

The tender offer was extremely successful.  All but one major 
institutional investor submitted tenders, and tenders from over 
100 retail investors were received. In the end, $58.665 million 
of the 2030 Bonds were purchased at a yield approximately 
equal to MMD, resulting in over 32% present value savings; 
another $51.68 million of the 2028 Bonds were purchased in 
the secondary market for over 3.5% present value savings. 

$4.45 billion Golden State Tobacco 
Securitization Corporation  
Bear Stearns and Goldman Sachs served as joint senior 
managers on the largest tobacco deal ever marketed up to that 
time, California’s $4.447 billion issuance.  The State’s goal 
was to maximize the value of its residual certificate within the 
confines of a 40-year rated final maturity and the issuance of 
investment grade subordinate CABs. 

In order to market the largest unenhanced tobacco transaction 
ever in an environment characterized by significant supply, 
Bear Stearns and Goldman Sachs created both product 
diversity and coupon diversity to appeal to the broadest range 
of investors.  From a product standpoint, Bear Stearns and 
Goldman Sachs structured serial bonds, turbo term bonds, 
convertible CABs and CABs. The inclusion of Convertible 
Capital Appreciation Bonds (“CCABs”) allowed Bear Stearns 
and Goldman Sachs to increase the par amount of serial bonds. 
By bifurcating the coupon on the $1.94 billion 2047 Turbo 
Term Bond into a 5 ¾% premium bond and a 5 ⅛% slight 
discount bond, Bear Stearns and Goldman Sachs were able to 
appeal to total return investors as well as hedge funds. 
Notably, over 10 investors placed orders for the $1.25 billion 
2047 premium CIB. 

REOPENING NEW ISSUE EXECUTION 
Goldman Sachs helped reopen the Asset Backed Securities 
(“ABS”) market after the 2008 Credit Crisis.  Similar to the 
ABS market, there have been no tobacco securitization 
transactions in over two years.  Goldman Sachs’ leadership in 
the secondary market for tobacco securitization provides it 
significant insight on the universe of investors who would 
participate in a new issue tobacco transaction, and will allow 
us to successfully reopen the tobacco securitization market. 
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We share these unique ABS financings as a further measure of 
the trust of Goldman Sachs’ clients in its ability to execute 
financings that have unique stories to tell as well as 
necessitate, in many cases, the need for creative structuring, 
and marketing. We believe this list of transactions exemplifies 
Goldman Sachs’ expertise in the ABS markets, often with 
inaugural credits, which one could make the case this is.  

Goldman Sachs’ continued success at delivering the lowest 
possible borrowing costs to its clients, irrespective of the 
complexity, is unmatched. Below we highlight the transactions 
greater than 1 billion in par that Goldman Sachs’ has priced in 
the ABS market since 2008, showing its leadership in 
reopening markets to new issue execution. 

 

Selected Goldman Sachs’ ABS Senior Managed Negotiated Transactions 
July 2008 to Present (greater than $1 billion in par) 

 

Sale 
Date Issue Type Client 

Par 
($Mn) 

03/01/2009 FORDO 2009-A Auto Ford Motor Credit Company $2,954.0 

07/01/2009 HAROT 2009-3 Auto American Honda Finance 1,827.0 

08/01/2009 SLC 2009-A Student Student Loan Corp 1,400.0 

09/01/2009 DCENT 2009-A2 Cr Card Discover 1,300.0 

12/01/2009 SLC 2009-3 Student Student Loan Corp 1,432.0 

01/01/2010 FORDF 2010-1 Auto Dealer Floorplan Ford Motor Credit Company 1,480.0 

03/01/2010 CFLT 2010-A Auto Lease Chrysler Financial 2,021.0 

05/01/2010 HAROT 2010-2 Auto American Honda Finance 1,250.0 

07/01/2010 TAOT 2010-B Auto Toyota Motor Credit Corp 1,750.0 

07/01/2010 FORDO 2010-B Auto Ford Motor Credit Company 1,387.0 

07/01/2010 ALLYA 2010-3 Auto Ally Bank 1,090.0 
 

  



 

 12
 

3. Marketing Plan 
Please describe in detail the marketing plan you would suggest for the marketing of the bonds contemplated herein. 
 

In responding to the marketing approach for a successful 
execution of Railsplitter’s inaugural financing, it is important 
to place Railsplitter’s transaction in the context of tobacco 
market structural conventions.  Of particular note, are the 
marked differences (generally strengths) of what we 
understand to be Railsplitter’s statutory and “credit” approach. 

Traditionally structured tobacco securitizations have consisted 
of the “sale” of a percentage (anywhere from 25 to 100%) of a 
state’s TSRs.  The resulting bonds have been long dated (30 to 
50 years) designed to maximize the net proceeds to the selling 
state with the greatest leverage (lowest debt service coverage) 
the selling state could produce consistent with the then extant 
rating agency stress tests for achieving a minimum investment 
grade rating.  The bonds were rated largely on the strength of 
these long maturity dates coupled with shorter (although not 
short) expected repayment dates.  Other than the earliest 
generation transactions, largely all transactions (beginning 
with the 2001 South Carolina and Alaska transactions) had so-
called “turbo” redemptions which dictated that all available 
funds be utilized to pay bond interest and principal prior to the 
selling state receiving any “residual” cash flow.  

Our understanding of Railsplitter’s approach would deviate 
from this structural “norm” significantly.  First the State of 
Illinois will be selling 100% of its TSRs which will all be 
pledged to Railsplitter’s debt service requirements.  
Railsplitter’s authorizing statute does not permit issuance of 
bonds whose maturity exceeds 19 years from issuance.  While 
like all selling states, Illinois would like to maximize net 
proceeds, of equal importance is achieving cost effective 
execution.  In addition, it is our understanding that that an 
absolute condition of bond issuance is that Illinois receive an 
ongoing annual residual payment to fund health care and other 
expense budget priorities.  

One additional note in the context of today’s markets is the 
declining importance of the Rating Agencies.  Although 
receiving an investment grade rating continues to be an 
important and gating item, the Rating Agencies have become 
less relevant and credible than before.  As the market has 
matured for tobacco securitization bonds, investors rely more 
heavily on their own internal credit analysis and cashflow 
models, reducing the weight they place on ratings.  
Additionally, post “credit crisis” the reputation of rating 
agencies, particularly for ABS transactions, has diminished 
significantly.  Thus, the ability to successfully market the 
transaction to investors – driven by experience in marketing 
tobacco bonds and presence in the secondary market – will be 
of much greater importance than simply receiving ratings. 

The combination of several of these factors (100% TSR sale 
and 19 year or shorter maturity) are likely to result in the 
Railsplitter transaction having significantly lower 
leverage/greater coverage than all the outstanding 
transactions that have securitized TSRs other than a small 
Alabama transaction.  In our view, tobacco bond investors 
should find Railsplitter’s transaction extremely attractive. 

TOBACCO AND STRUCTURAL 
CONSIDERATIONS 
As a market leader in the secondary market for tobacco 
settlement bonds and the extensive individual experience of 
Ed Droesch, Dan Keating and John Young in bringing new 
issue tobacco transactions to market, our Team has unique 
insight into investor attitudes and positioning regarding 
tobacco settlement bonds.  Our ongoing and active dialogue 
with investors in the tobacco space will allow us to work with 
Railsplitter in marketing an offering that will be well received 
by investors, and our in-depth investor contacts will provide 
broad distribution, thereby achieving the lowest cost of funds 
for the State. 

There are two key drivers of the tobacco settlement bond 
market, which the State’s statutory and policy framework have 
addressed as effectively as possible. 

 Declining Cigarette Sales.  As cigarette sales have 
continued to decline as a result of significant state and 
federal cigarette tax increases and the effects of the recent 
recession, investors are increasingly concerned about the 
robust cigarette shipment volume projections that have 
been incorporated in many of the existing tobacco 
settlement bond transactions.  Noting that many existing 
transactions are projected to miss estimated turbo and 
sinking fund payments, the State will be required to 
structure a conservative offering that assumes faster 
declines in cigarette shipment volume and provides 
sufficient debt service coverage.  The 100% TSR sale 
already contemplated by the State will provide significant 
structural flexibility to meet market preferences. 

 NPM Adjustment Withholding. Cigarette manufacturers are 
disputing their MSA payments because of the Non 
Participating Manufacturers (“NPM”) adjustments and 
accordingly some of the major manufacturers (Reynolds 
American and Lorillard) are withholding portions of their 
MSA payments.  Through 2010, close to $2.6 billion of 
funds have been withheld from the states.  These disputed 
payments are currently in arbitration.  Without the release 
of disputed funds, actual cash flow to the states is 
significantly lower than originally projected, and according 
to our analyses, some of the existing tobacco settlement 
transactions will be reliant on debt service reserve fund 
earnings for coupon payments.  Investors are currently 
uncomfortable with the uncertainty surrounding the 
outcome of the disputed monies.  While this does not 
concern investors with regard to the State of Illinois due to 
the lack of outstanding tobacco securities, the Railsplitter 
transaction must accommodate concerns about additional 
NPM adjustment withholdings as well as a future 
withholding of past payments made from Philip Morris 
should the manufacturers succeed in arbitration.  As 
before, the 100% TSR sale will provide structural 
flexibility to accommodate market acceptance that 
discounts the effect of any subsequent NPM adjustment 
arbitration. 
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We will integrate tobacco specific issues outlined above along 
with our integrated marketing process to ensure smooth and 
successful execution of the transaction. 

PRE-MARKETING CONSIDERATIONS 
Successful marketing and pricing of the State’s up to 
$1.75 billion tobacco settlement securitization will require an 
experienced and dedicated team of professionals. The 
Goldman Sachs/Ramirez team is excited to offer, without 
reservation, the knowledge, time, and broad reach of our 
banking professionals, marketing and credit specialists, 
underwriters, sales force, and tobacco settlement bond 
traders. We believe complete disclosure documents and 
thorough investor pre-marketing including a full roadshow 
and investor one-on-one meetings will be key to the success 
of Railsplitter’s transaction. 

Complete and Transparent Disclosure 
A commitment to complete transparency by the Authority and 
its team is critical to establishing investor confidence in the 
Authority’s bonds. The preliminary official statement should 
contain full and extensive descriptions of the security structure 
of the credit and flow of funds. Particularly in light of 
overwhelming market concern over declining cigarette 
shipment volumes, investors will insist upon a clear 
explanation of the cash flow waterfall.  

In addition, investors often complain about the lack of readily 
available information regarding the tobacco settlement bond 
market. Thus an extensive description of how the MSA works 
and recent developments, including status of the disputed 
payments account arbitration, will be important. The Authority 
should cite the web address to the National Association of 
Attorneys General’s Tobacco Project Public Pages 
(http://www.naag.org/backpages/naag/tobacco/) in its 
disclosure document as a resource for ongoing MSA 
developments.  

While audited annual financials are standard for tobacco 
settlement bonds for continuing disclosure, investors do not 
find the financials to be relevant in analyzing the ongoing 
strength of tobacco settlement securitizations. Investors 
regularly contact the respective bond trustees for each of the 
tobacco settlement bond transactions for this information. 
Investors will view favorably a commitment to quarterly 
disclosure of fund balances as well as fund earnings and/or 
investments. In addition, posting monthly cigarette stamp tax 
receipts could be helpful to investors as these figures are 
current indicators of cigarette sale trends. Lastly, updates on 
how the State is enforcing the MSA would be helpful in 
mitigating investor concerns regarding disputed payments.   

Thorough Explanation of Projections  
As the market has shifted away from relying on bond 
insurance (though never used for unenhanced tobacco 
securitizations) and credit ratings, investors are performing 
their own research and analyses.  Like the BABs market, 
investors in tobacco bonds, are sophisticated and tend to delve 
much deeper into a transactions “flow of funds”, available 
revenues and legal provisions, rather than rely exclusively on 
the opinion of the rating agencies.  Although not an identical 
credit, similar to the State's bonds, this credit will be looked to 
by both the rating agencies and investors, so it will be more 

important in this market to actually downplay the ratings 
(since they are likely to be just above investment grade) and 
instead make a concerted effort to proactively reach out on a 
one of one basis post roadshow, for one on one calls, to all of 
the all potential buyers of Railsplitter.  Many tobacco 
settlement bond investors have developed their own cash flow 
models which they update regularly based on the various 
factors that influence the tobacco industry.  The Authority 
should aim to thoroughly educate investors on its assumptions 
related to the factors listed below, as these assumptions will 
drive investor analyses as they price out the Authority’s 
offering. 

 Cigarette consumption: Estimated to decline significantly 
in 2009 (8.5%) and 2010 (7.5%) by Global Insight. Further 
annual decline of 2.5% is expected over the next 4 years 
followed by the historical estimated decline of 1.7% per 
annum. 

 Inflation: Expected to stay low over the near term due to 
slow economic growth; therefore, this factor will be 
floored at 3% per the MSA 

 Market shares of Original Participating Manufacturers 
(“OPM”), Subsequent Participating Manufacturers 
(“SPM”) and Non-Participating Manufacturers (“NPM”) 
under the MSA 

 Viability of cigarette manufacturers given current lawsuits, 
etc. 

 MSA litigation including Commerce clause challenges, 
model statute, etc. 

 Excise Taxes  

 FDA Regulation out of menthol cigarettes 

 Alternative products such as e-cigarettes 

 Open discussion of the tobacco industry including through 
disclosure of litigation risks 

 Re-establishment of credible consumption figures 
including explanations of previous results and future 
forecasts 

 DSRF and DSF earnings rate assumptions 

We would be pleased to work with the Authority in refining its 
projections as it prepares disclosure materials. Goldman Sachs 
has a full team with specialists that publish research on U.S. 
tobacco companies and economic trends. Further, Goldman 
Sachs’ tobacco settlement bond traders and marketing and 
credit specialists are fully abreast of market expectations of 
these various factors, as they are regularly in touch with both 
rating agencies and investors.  

MARKETING CONSIDERATIONS 
There are two key goals underlying the design and execution 
of a successful sale for the Authority: (i) maximize the number 
and types of investors who have approved the Authority’s 
credit and bond structure and are interested in buying bonds 
on pricing day, and (ii) gain insight into market preferences to 
optimize structure (within the existing legislative constraints) 
and execution prior to pricing. With these overarching goals in 
mind, the marketing plan can be broken down into the 
following actions. 
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Step 1: Identify Target Investor Universe 
Identifying the universe of potential investors is the first step 
in developing an effective marketing plan. We would 
recommend triangulating between existing major holders of 
tobacco settlement bonds, active investors in similarly rated 

debt, and investors in the short and intermediate parts of the 
yield curve. Developing a target list of 20 to 30 investors early 
in the market process will be critical in establishing anchor 
orders to carry the offering through pricing. 

 

Top Tobacco Securitization Bond Holders  Top Municipal Bond Holders 

No. 
Top Tobacco Securitization 

Bond Holders 
Holdings 
($billion)

% of 
Total

1 OppenheimerFunds, Inc. (Rochester) $7.51 22.13%

2 Nuveen Asset Management Inc. 2.83 8.34%

3 Vanguard Group Inc, The 2.68 7.89%

4 Goldman Sachs Asset Management LP  2.52 7.42%

5 Pacific Investment Management Co LLC  2.16 6.37%

6 Franklin Templeton Investments 1.98 5.83%

7 Eaton Vance Management Inc 1.41 4.14%

8 Invesco Advisers Inc (Oakbrook Terrace) 0.80 2.36%

9 Fidelity Management & Research Co  0.69 2.03%

10 Allstate Investment Management Co 0.61 1.79%

11 Capital Research & Management Co  0.46 1.36%

12 Standish Mellon Asset Management Co LLC 0.43 1.28%

13 Chubb Corp 0.41 1.20%

14 AllianceBernstein LP 0.36 1.07%

15 BlackRock Investment Management LLC  0.33 0.96%

16 Deutsche Asset Management  0.29 0.85%

17 USAA Investment Management Co 0.23 0.67%

18 T Rowe Price Associates Inc. 0.18 0.54%

19 Federated Investors Inc 0.14 0.40%

20 BlackRock Financial Management Inc 0.11 0.33%
 

 
Top Municipal Bond Holders 

Holdings 
($billion)

% of 
Total

Vanguard Group Inc , The $83.91 7.21%

Franklin Templeton Investments 75.19 6.46%

Nuveen Asset Management Inc 58.15 5.00%

Travelers 38.43 3.30%

OppenheimerFunds, Inc. (Rochester) 36.09 3.10%

AIG 33.59 2.89%

Fidelity Management & Research Co   28.93 2.49%

BlackRock Investment Management LLC  26.38 2.27%

Eaton Vance Management Inc 21.70 1.86%

Allstate Investment Management Co 21.42 1.84%

Pacific Investment Management Co LLC  20.27 1.74%

Federated Investors Inc 19.02 1.63%

Capital Research & Management Co  17.05 1.46%

Northern Trust 16.71 1.44%

Deutsche Asset Management  16.22 1.39%

Chubb Corp 15.54 1.34%

AllianceBernstein LP 14.76 1.27%

MetLife 14.50 1.25%

USAA Investment Management Co 13.49 1.16%

Hartford Investment Management (HIMCO) 13.33 1.14%
 

Source:  Thomson Reuters Maxx 
Note:  "Top Municipal Bond Holders" list includes taxable bond holdings. 

We also recommend that the Authority reach out to the new 
investors that Goldman Sachs has successfully educated and 
traded tobacco settlement bonds with in the secondary 
market. These investors, being new to the space, have not yet 
participated in new issue tobacco offerings and are looking 
for opportunities to become more involved in the sector.  

Step 2: Educate the Sales Forces and Lead 
Strong Effort from Syndicate 
The Team will work with both our own sales forces and all 
members of the syndicate to ensure they all have a clear 
understanding of the MSA TSR credit and the Authority’s 
security provisions and proposed bond structure. The key is to 
use a range of approaches to leverage the combined reach of 
the syndicate to maximize demand for the bond sale. During 
this time frame, we would solicit potential reverse inquiries 
from investors who may have demand for a particular 
structuring feature (such as a certain coupon). Often this 
feedback can lead to one or two key orders in a transaction 
that materially helps the overall pricing because those first 
orders help to drive momentum towards a successful sale. One 
important aspect of this plan will be to release the 
Preliminary Offering Statement (“POS”) earlier than is 
typical so the sales forces of the syndicate members have 
ample time to actively target investors and for them to get the 
credit approved. Additionally, investors who may order in size 
will need time to allocate funds for purchase of the 
Authority’s bonds. Finally, this longer marketing period will 
allow the Authority to maximize the viewing of the internet 

road show, attend potential investor breakfasts and hold one-
on-one calls and meetings if desired.  

Goldman Sachs and Ramirez pride ourselves on encouraging 
cross-collaboration within our sales force and the broader 
syndicate. In today’s markets, our integrated sales force 
network has positioned us to take the lead within the 
underwriting community in identifying active or non-
traditional investors. 

Step 3: Reach out to Key Investors 
After conducting preliminary outreach and developing a list 
of key investors, we recommend organizing an extensive 
physical road show and one-on-one calls with these and 
other interested investors. A physical road show would allow 
the Authority to personally explain the strength of the MSA 
credit and its bond structure directly to investors and respond 
to questions. Supplementing the marketing process with an 
internet road show posted early in the process can also be an 
effective way to reach a broader base of investors with the 
same message. We strongly believe that reaching out to these 
investors directly and walking them through the credit 
(sometimes in a series of follow up conversations prior to and 
following their credit committee) will lead to dramatically 
increased participation. We have experienced successful 
pricing results using this expanded marketing strategy 
especially as investors more closely scrutinize credit. Given 
the uniqueness of the MSA credit, investors will have specific 
questions that will need to be addressed to obtain their 
participation in the sale. 
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Goldman Sachs and Ramirez are known for the strength of 
their institutional sales forces, covering the full range of 
institutional tax-exempt municipal investors. We maintain 
active relationships with all of the major mutual funds, 
insurance companies, and investment advisory firms in the 
nation as well as internationally. We are in daily contact with 
them and have a unique window into their flow of funds, asset 
positions, and investment strategies. 

Step 4: Be Opportunistic and Flexible 
While the turbulence in the European sovereign debt markets 
has had a more limited impact on the municipal market, the 
situation highlights the speed at which markets evolve and 
how global and interconnected today’s markets have become. 
Goldman Sachs and Ramirez have a history of helping their 
clients through challenging markets and demonstrated their 
strong risk management credentials by emerging from the 
credit crises relatively unscathed. Due to this volatility, we 
cannot overstate the benefit of staying flexible with respect to 
the timing of the Authority’s transaction. Volatility serves as 
a reminder that large, unexpected shifts in demand and 
pricing are possible and can affect, negatively as well as 
positively, the execution of transactions. 

Step 5: Commit Capital to Ensure Successful 
Pricing 
To the extent that investors are not prepared to commit orders 
to the Authority’s offering at aggressive pricing levels, 
Goldman Sachs and Ramirez have demonstrated their use of 
the Firms’ capital to underwrite unsold balances to support the 
pricing. Goldman Sachs and Ramirez have continued this 
pattern of committing their capital through difficult market 
conditions to ensure our clients’ success in pricing their 
bonds. Our willingness and ability to commit capital are two 
of the cornerstones upon which our reputations and business 
models are based. On Goldman Sachs’ recent $486 million 
Massachusetts Water Pollution and Abatement Trust pricing 
of both tax-exempt bonds and BABs, Goldman Sachs 
committed to underwriting remaining amounts in the larger 
serial bond maturities in an effort to expedite the transaction’s 
completion and “lock in” borrowing costs in what was a very 
volatile market.  For Ramirez’s recent $150 million City of 
Chicago (Modern Schools Across Chicago Program) pricing 
of both tax-exempt bonds and BABs, Ramirez committed to 
underwrite $30.9 million of the issuance and adjusted the 
balance of tax-exempt bonds and BABs in order to achieve the 
City’s pricing targets. 
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4. Timeline 
Please describe in detail the time line with all key points clearly identified. 
 

The key scheduling items include document preparation 
(2-3 weeks), rating agency review (2 weeks), marketing (1-
2 weeks), and preparation of closing following pricing 
(1 week). These critical items necessitate a minimum time 

from kick-off to closing of approximately 2 months. The 
schedule can be accelerated or slowed down depending on the 
goals of the State. Certain administrative issues and review by 
the Authority may impact the schedule. 

 

Project Schedule 

Week of Key Milestones and Related Tasks 

September 6  Kick-Off Meeting with the Authority to Clarify Scope, Schedule and Key Objectives 

September 13 

 Initiate Due Diligence 

 Prepare Documents for Rating Agencies 

 Initiate Credit Review 

 Prepare and Review Draft Documents (e.g. POS, indenture, purchase contract) 

 Engage Global Insight for report 

September 20 
 Review Draft Documents 

 Revise Draft Documents 

September 27 

 State of Illinois and Railsplitter Initiates Internal Review and Approval Processes 

 Staff Review and Approval 

 Receive draft Global Insight report 

 Commission Approval 

 State Reviews Documents 

 State Completes Rating Agency Review Process 

October 4  Rating Agency Meetings 

October 11 

 Complete Rating Agency Review 

 Complete Documents 

 Receive finalized Global Insight Report 

October 18 

 Receive Final Approvals from State 

 Hold Market Call 

 Finalize Documents 

 Decide to Proceed with Pricing 

October 25 

 Receive Bond Ratings 

 Print and Mail POS  

 Begin Marketing Period 

 Schedule and Hold Investor Road Show 

November 1 
 Marketing 

 Investor one-on-ones 

November 8 

 Price Bonds 

 Finalize Pricing 

 Prepare Official Statement 

 Review and Finalize Official Statement 

 Review of Official Statement by Tobacco Verification Agent 

 Print and Mail Official Statement 

November 15  Closing 
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5. Capital Position 
Please review the capital position of the bank and its willingness to use its balance sheet in support of this transaction. 
 

GOLDMAN SACHS CAPITAL POSITION 
Goldman Sachs is one of the most diversified, strongly 
capitalized, and highly rated investment banking firms in the 
nation. Goldman Sachs has had a comprehensive liquidity 
policy in place since before the onset of the 2008 Credit 
Crisis.  Goldman Sachs’ strong liquidity position has resulted 
in an increased ability to assist clients to successfully execute 
a transaction by underwriting unsold balances in the municipal 
market.  The following table details Goldman Sachs’ Capital 
position.  

Capital Position of Goldman, Sachs & Co. ($ Mn) 

As of 
Total 

Capital 
Equity 
Capital 

Excess 
Net Capital 

June 2010 $25,865 $10,370 $8,505 

FY 2009 25,449 13,655 11,808 

FY 2008 26,008 10,919 8,873 

FY 2007 24,498 7,833 5,895 

FY 2006 17,334 5,154 3,987 
 

Goldman Sachs’ willingness and ability to commit capital are 
two of the cornerstones upon which its reputation and business 
model are based. As such, Goldman Sachs continues to assist its 
municipal clients in the current market by underwriting bonds 
and providing support to the secondary market. Unlike many 
firms, Goldman Sachs has no preset limits concerning the 
allocation of capital to its municipal underwriting and 
secondary-market activities. Moreover, there is no preset 
allocation of capital within Goldman Sachs’ Public Sector and 
Infrastructure Group among negotiated underwriting, 
competitive underwriting and secondary-market activities. Its 
strong liquidity position enables Goldman Sachs to use its 
balance sheet and commit capital to support issues when 
appropriate. 

Goldman Sachs’ Select Underwriting Commitments ($000) 

Date Issuer 
Par 

Amount 
Capital

Commit. 

05/19/2010 SF Unified School Dst Cty $99,675 $33,370 

04/27/2010 Illinois Finance Authority 147,525 15,960 

03/11//2010 NYC Housing Dev Corp 119,915 14,000 

03/08/2010 Muni Electric Auth of Georgia 
Plant Vogtle 

7,090 4,000 

02/04/2010 Irvine Ranch Wtr Dist  85,145 15,000 

02/02/2010 Alaska Indus Dev & Export 
Auth 

87,105 8,000 

01/21/2010 Unified Govt. of Wyandotte 
City, Kansas City 

32,190 4,000 

11/17/2009 Empire State Dev Corp NYS 
Urban Dev Corp 

223,175 40,000 

11/03/2009 City of Minneapolis & Hou & 
Redev Auth of St. Paul, 
Minnesota 

185,245 71,000 

10/28/2009 Indiana Finance Authority  244,655 50,000 

10/21/2009 PA Turnpike  524,750  42,150  

10/15/2009 NYC TFA 689,740  53,530  

10/15/2009 NYC TFA 81,000  12,080  

10/13/2009 Atlanta Water  448,965  28,865  

Goldman Sachs’ Select Underwriting Commitments ($000) 

Date Issuer 
Par 

Amount 
Capital

Commit. 

06/17/2009 NY Thruway Auth  300,000 31,000  

06/09/2009 PICA 354,925  34,575  

06/03/2009 LA County MTA 245,825  58,000  

04/29/2009 FL Citizens Prop Ins 1,646,000  20,000  

03/24/2009 NY Environ Fac Corp  364,150  118,325  

03/18/2009 DASNY Mental Health  443,495  42,910  

03/04/2009 NYC TFA 400,000  64,000  

02/19/2009 Comm of MA 525,000  100,310  

01/27/2009 Yankee Std - NYC IDA 259,000  61,000  

01/21/2009 State of CT STO 415,035  55,000  

01/13/2009 Salt River Project  744,180  47,500  
 

As demonstrated by the prior table, markets have been very 
robust over the past year and have required only minimal 
capital commitments apart from certain lower rated and 
storied credits.  Nevertheless, history has shown that it is 
difficult to predict when financing conditions may deteriorate, 
and it is always prudent to work with a well-capitalized and 
committed firm 

SECONDARY TRADING 
Goldman Sachs routinely allocates significant capital to 
secondary market-making in tobacco bonds as highlighted in 
response to Question 2.  This shows both its willingness to 
commit capital to tobacco transactions, as well as its strong 
relationships with investors in tobacco bonds, which will 
allow for broad distribution, good pricing and seamless 
execution. 

RAMIREZ’S CAPITAL POSITION 
Ramirez’s concentration in municipal securities – over 80% of 
its business mix – makes its ability to commit capital easier to 
discern and appreciate, especially given the reluctance of 
many firms to commit capital in this environment. At 
Ramirez, the critical nature of municipals means that nearly all 
of its capital is dedicated toward municipal underwriting 
activities and it routinely dedicates capital to support its clients 
when and as needed.  It is and has always been Ramirez’s 
practice to dedicate nearly all of its excess net capital to public 
finance.   

Despite the massive economic downturn, Ramirez’s capital 
position has continued to grow over the past several years, due 
not only to its profitability, but also to the conservative 
management style that Ramirez maintains.  As of May 30, 
2010, Ramirez’s total capital was $21.9 million, comprised 
100% in equity capital, with uncommitted excess net capital of 
$9.7 million.  Ramirez employs limited leverage and its 
current ratio of total assets to equity capital stands at 2.5 times. 
Ramirez has historically funded its underwriting needs 
through its excess net capital position.  The following table 
illustrates Ramirez’s capital position for the last three years. 
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Capital Position of Samuel A. Ramirez & Co., Inc. ($ Mn) 

Year 
Total  

Capital 
Equity  
Capital 

Excess Net 
Capital 

05/30/2010 $21.86 $21.86 $9.71 

12/30/2009 18.10 18.10 7.65 

12/30/2008 13.96 13.96 7.00 
 

For times when Ramirez requires additional liquidity, it has 
the ability to secure a $45 million subordinated line of credit 
with a major financial institution.   

Ramirez has senior managed several large transactions since 
January 2009, including a $600 million transaction for the 
Massachusetts School Building Authority, a $435 million 
transaction for State of California Public Works Board, and a 
$400 million transaction for the New York City Municipal 
Water Finance Authority. Specific recent instances of the Firm 
demonstrating its capital commitment are in the competitive 
BABs primary market.  In the past few months, Ramirez has 
sole-managed a $79.7 million BABs issue for the Board of 
Regents of the University of Houston, a $67.995 million 
BABs issue for the City of Florence, South Carolina, and a 
$46.15 million BABs issue for Essex County, New Jersey.  
Recent examples of Ramirez’s ability and willingness to stock 
bonds are detailed in the following table. 

Ramirez Select Underwriting Commitments ($000)  

Date Issuer 
Par 

Amount 
Capital

Commit. 

08/18/10 Chicago Modern Schools 150,115 30,900 

06/23/10 Cook Co HSD #225 10,190 10,190 

05/19/10 NY DA School Dists 335,055 2,750 

04/06/10 Tallahassee Energy Sys, FL 77,845 6,470 

02/09/10 Miami-Dade Co Aviation 239,755 2,345 

10/22/09 UN Dev Corp, NY 111,475 3,000 

10/20/09 Mass Bay Trans Sr Sales Tax 39,840 3,275 

09/15/09 Dearborn SD, MI 22,400 22,400 

08/11/09 NY Hsg Fin Agcy PIT 96,990 18,570 

08/03/09 North Texas Tollway Auth 178,310 3,960 

07/23/09 NYC TFA Future Tax 800,000 6,545 

06/17/09 Cook Co 176,005 2,465 

06/02/09 Arizona Dept Tranp Board Rgl 
Area 

440,000 7,000 

05/28/09 NYC IDA NYSE 68,650 5,440 

04/28/09 Nassau Co, NY 99,000 3,000 

04/08/09 Calif Public Works 435,145 23,590 

03/04/09 Mass Wtr Pollution Abatement 409,530 2,500 

01/15/09 Metro Wtr Southern Cal 200,000 4,825 
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