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INDEPENDENT AUDIT(

Board of Directors

Tioga Tobacco Asset
Securitization Corporation

Owego, New York

Report on the Audit of the Financial Statements

Opinions
We have audited the financial statements of the governme
Tobacco Asset Securitization Corporation (the TASC),
Tioga, as of and for the year ended December 31, 2021, an
which collectively comprise the TASC’s basic financial

111SCTO&CO

Certified Public Accountants | Business Advisors

)RS’ REPORT

ntal activities and the major fund of the Tioga
a blended component unit of the County of
d the related notes to the financial statements,
statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material

respects, the respective financial position of the gover
TASC, as of December 31 2021, and the respective chan
then ended in accordance with accounting principles
America.

Basis for Opinions
We conducted our audit in accordance with auditing stang
of America (GAAS) and the standards applicable to finan:
Standards issued by the Comptroller General of the Unit
Qur responsibilities under those standards are further deso
Audit of the Financial Statements section of our report. W

nmental activities and the major fund of the

ges in financial position thereof for the year
penerally accepted in the United States of

dards generally accepted in the United States
cial audits contained in Government Auditing
ed States (Government Auditing Standards).
ribed in the Auditors’ Responsibilities for the
e are required to be independent of the TASC

and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements

relating to our audit. We believe that the audit evidence w
to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Sta
Management is responsible for the preparation and fair
accordance with accounting principles generally accepteg
design, implementation, and maintenance of internal ¢
presentation of financial statements that are free from mae
error.

Insero & Co. CPA

The Highest Standard | {800 232-9547

e have obtained is sufficient and appropriate

tements

presentation of the financial statements in
1 in the United States of America, and for the
ontrol relevant to the preparation and fair
terial misstatement, whether due to fraud or

s, LLP

| wwivinserecpa.com




In preparing the financial statements, management is requ
or events, considered in the aggregate, that raise substanti
as a going concern for twelve months beyond the finan
known information that may raise substantial doubt shor

Auditors’ Responsibilities for the Audit of the Financ
Our objectives are to obtain reasonable assurance about w
free from material misstatement, whether due to fraud o
includes our opinions. Reasonable assurance is a high lev
and therefore is not a guarantee that an audit conducted
Auditing Standards will always detect a material misstater
material misstatement resulting from fraud is higher tha
involve collusion, forgery, intentional omissions, misrepre
Misstatements are considered material if there is a subst
aggregate, they would influence the judgment made b
statements.

In performing an audit in accordance with GAAS and G
Exercise professional judgment and maintain pro

Identify and assess the risks of material misstatems
fraud or error, and design and perform audit p
procedures include examining, on a test basis, evi
in the financial statements.

procedures that are appropriate in the circumstan
opinion on the effectiveness of the TASC’s intert
expressed.

Evaluate the appropriateness of accounting polici
accounting estimates made by management, as w
financial statements.

Conclude whether, in our judgment, there are con
that raise substantial doubt about the TASC’s a
reasonable period of time.

We are required to communicate with those charged with
the planned scope and timing of the audit, significant audi
matters that we identified during the audit.

lired to evaluate whether there are conditions
al doubt about the TASC’s ability to continue
cial statement date, including any currently
tly thereafter.

ial Statements

hether the financial statements as a whole are
r error, and to issue an auditors’ report that
el of assurance but is not absolute assurance
in accordance with GAAS and Government
nent when it exists. The risk of not detecting a
n for one resulting from error, as fraud may
sentations, or the override of internal control.
antial likelihood that, individually or in the
y a reasonable user based on the financial

vernment Auditing Standards, we:
fessional skepticism throughout the audit.
2nt of the financial statements, whether due to

rocedures responsive to those risks. Such
dence regarding the amounts and disclosures

Obtain an understanding of internal control relevant to the audit in order to design audit

ces, but not for the purpose of expressing an
nal control. Accordingly, no such opinion is

es used and the reasonableness of significant
21l as evaluate the overall presentation of the

iitions or events, considered in the aggregate,

ility to continue as a going concern for a

governance regarding, among other matters,
t findings, and certain internal control-related




Required Supplementary Information
Accounting principles generally accepted in the Un
Management’s Discussion and Analysis be presented to su
information is the responsibility of management and,
statements, is required by the Governmental Accounting
essential part of financial reporting for placing the ba
operational, economic, or historical context. We have app
supplementary information in accordance with GAAS, v
about the methods of preparing the information and com
management’s responses to our inquiries, the basic fin
obtained during our audit of the basic financial statements
assurance on the information because the limited procedu
to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing S
In accordance with Government Auditing Standards, we
2022, on our consideration of the TASC’s internal control
compliance with certain provisions of laws, regulations

ited States of America require that the
pplement the basic financial statements. Such
although not a part of the basic financial
Standards Board who considers it to be an
sic financial statements in an appropriate
lied certain limited procedures to the required
vhich consisted of inquiries of management
paring the information for consistency with
ancial statements, and other knowledge we
We do not express an opinion or provide any
res do not provide us with sufficient evidence

tandards

have also issued our report dated May 27,
over financial reporting and on our tests of its
, contracts, and grant agreements and other

matters. The purpose of that report is solely to describe the scope of our testing of internal control over

financial reporting and compliance and the results of that
effectiveness of the TASC’s internal control over financiz
an integral part of an audit performed in accordanc
considering TASC’s internal control over financial repor

Respectfully submitted,

Insero & Co. CPAs, LLP
Certified Public Accountants

Ithaca, New York
May 27, 2022

testing, and not to provide an opinion on the
1l reporting or on compliance. That report is
¢ with Government Auditing Standards in
ting and compliance.
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on and Analysis

The following Management’s Discussio
comprehensive overview of the Tioga Tobaé
Cerperatien’s (TTASC) financial p031tlon'
2020, and its changes in financial pOSLtﬂ
MD&A should be read in conjunction with b
related footnotes of the TTASC, which dirn

The financial statements of TTASC ha
with accounting principles generally acce
America as prescribed by the Governmental
financial statement presentation consists
includes the Statement of Net Position, t
Governmental Fund Balance Sheet, and the
Revenues, Expenditures, and Changes in Fu
Position and the Statement of Activities
resource measurement focus and the accrua
expenses, assets, and liabilities resulti
like transactions are recognized when the
expenses, assets and liabilities resultin
are recognized in accordance with the req
Accounting Standards Board Statement No.

Balance Sheet and the Statement of Govern:

Expenditures and Changes in Fund Balance
financial resources measurement focus and
accounting.

i The Statement of Net Position presen
Securitization Corporation’s asset and 1i

difference between the two reported as nef

posilion can be a useful indicator of TTA

net position ceonsists of restricted and ui

Restricted net position ef TTASC, net pos
externally imposed conditions and consist
turbo redemption and liquidity reserve ac
&stablished to maintain funds to provide

least one year in the event of insufficier
position is considered all other net posit

==

n and Analysis (MD&A) provides a
co Asset Securitizaticn

as of December 31, 2021, and
on for the years then ended.
he financial statements and
ectly follow the MD&A.

The

ve been prepared in accordance
pted in the United States of
Accounting Standards Board.
of four statements. This

he Statement of Activities,
Statement of Governmental Fund
nd Balance. The Statement of Net
are prepared using the economic

1l basis of accounting. Revenues,
ng from exchange and exchange-
exchange takes place. Revenues,
g from nonexchange transactions
nirements of Governmental

33. The Governmental Fund

nental Fund Revenues,

are presented using the current
the modified accrual basis of

The

ts all of Tioga Tobacco Asset
ability information, with the

[ position. Fluctuations in net
$C"s financial position. TTASC’'s
wrestricted net position.

ition that is restricted based on
$ of funds in the debt service,
counts. These accounts were

for debt service payments for at
"t revenues. Unrestricted net
ion.




Jan E. Nolis

Certified Public Accountant

Tioga Tobacco Asset
Securitization Cprporation
(A Blended Component Unit of the
County of Tioga,| New York)

Management’s Discussion and| Analysis (continued)

The Statement of Activities presents all TTASC’s revenues, both
program and general, expenses, and transfers.

The Statement of Governmenlal Fund Balance Sheet cgategorizes assets,
liabililies, deferred inflows of resources and fund balance. This
statement includes the governmental fund [type debt service to report its
finaneial pesition.

The Statement of Governmental Fund %evenues, Expenditures, and
Changes in Fund Balance presents the changes in financial position for the
Debt Service Fund for the vyears ended December 3L, 2021 amd 2020.

Statement of Net Position
A

Total Assets — Total assets increased by F25,218 during the year 2021.
This change is primarily related to the increase in TSR’'s recorded as
accounts receivable during the year. The%e estimated funds were received

on or about April of 2022.

Total Liabilities - Total liabilities increased by $318,789, during the
year 2021, and is the result of increasing the principal balance on the
bonds by the accreted interest in the amount of $508,789 and reducing the
principal balance by the payment made of $190,000.

Net Position - The decrease in net position of $293,571, is the result of
excess program expenses over program revenues. Those expenses include the
provision for accreted interest in the amount of $508,789, which is not a
cash expenditure.

Total Revenues - Revenues are made up of interest income and tobacco
settlement revenues reported on the accrual basis. In 2021, TSR's
increased by $13,446. The change in interest income is insignificant.

Total Expenses - Expenses are made up of administrative expenses of the

Corporation, the annual transfer to the residual trust and interest on the
outstanding bonds. In 2021 and 2020, the | amount transferred to the trust
was $30,000 and $30, 000 respectively.

—5-
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Actual interest paid during 2021 and 2020
respectively.

Financial Analysis of the Corporation’s F

As noted earlier, the Corporation us
demonstrate compliance with finance—relaﬂ

The focus of the Corporation’s gover
information on near-term inflows, outflow
resources. Such information is useful in
financing requirements. In particular, t
Serve-as a useful measure of the Corporat
spending at the end of the year.

1 As of December 31, 2021 and 2020, th
reported ending fund equity balances in t
$866, 649, respectively. The unreserved f
$96,302 for 2021 and $90,677 for 2020, ar
The remainder of the fund is reserved te |
not available for new spending.

Debt Service

The obligations of TTASC in 2021 consist

Asset-Backed and Pass-Through Bonds Serie:
were used to advance refund/defease the r

Bonds, make a payment to the Trust, and t
of the Series 2005 Bonds. The total amou
outstanding at December 31, 2021 was $17.

fetire starting in 2006, with final matur]
Bond prir

Appreciation Bonds due in 2060.
the TSRs based upon required amortization

subject to repayment from Turbo Redemptior

Payments are made from collections
payments)
expenses.
;

(other

s,

in excess of the amount needed 1

was $519,788 and $527,123,

und

es fund accounting to ensure and
ed legal requirements.

mental fund is to provide
and balances of spendable
assessing the Corporation’s

he unassigned fund balance may
ion’s net resources available for

e Corporation’s governmental fund

he amount of $872,271 and
und balances in the amount of
e available for future needs.

pay future debt service and is

of the Tioga Tobacco Settlement
5 2005, the proceeds of which
emaining outstanding Series 2000
b pay related costs of issuance
1t of the Series 2005 bonds

/00 million. The bonds began to
1ty payments on the Capital
1cipal retirements are made from
payments. Turbo bonds are

1 Payments. Turbo Redemption
than partial and lump sum

L0 pay certain operating
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The Turbo Redemption Payments were to amo
éarlier than their maturity date at theiq
current amount available through regular‘
less than originally provided for in the

shortfall in bond principal being paid ea
interest to be paid, and a longer amortiz
the final payment cannot be determined at

The Series 2005 bonds are comprised of th
$12,840,000 Tobacco Settlement Asset-Back
Exempt Turbo Bonds), maturity date is Jun

The unpaid principal balance on the bonds

$354,415 Tobacco Settlement Asset-Backed

rtize the Series 2005 bonds
accreted values. However, the
TSR receipts is significantly
repayment schedule. The

ch year causes additional

ation period. The exact date of

this time.

e following:

ed Bonds, Series 2005A (Tax

e 1, 2042, interest rate 5.00%.
is $10.350 million.

Bonds, Series 2005D (Tax Exempt

Turbo Capital Appreciation Bonds), maturi
rate 0.00%. The accreted value as of Dece

$527,140 Tobacco Settlement Asset-Backed
Turbo Capital Appreciation Bonds), maturi
rate 0.00%. The accreted value as of Dece

£1,451,360 Tobacco Settlement Pass—-Throug
(Subordinate Turbo Capital Appreciation B
2060, ‘interest rate 0.00%. The accreted v
54,977,470,

On October 16, 2016, the New York State T
signed settling years of claims over amou
disputed payment account by the Participa

TTASC was awarded their share of the funds

was deposited into the Collection Account
the litigation settlement. On June 1, 20
were made in the amount of $190,000 and $
is available to predict future TSRs. All
the State and OPMs have been settled for

-7 -

ty date 1s June 1, 2050, interest

mber 31, 2021, is $909,120.

?onds, Series 2005E (Tax Exempt
ty date is June 1, 2055, interest
Tber 3l, 2021, is 51,462,;986.

h Bonds, Series 2005SB4

onds), maturity date is June 1,

alue as of December 31, 2021, is

bacco Settlement Agreement was
1ts set aslde annually in a

ring Tobacco Manufacturers.

3 and in April of 2016 $1,371,514
representing the annual TSR and
1 and 2020 principal payments
40,000. Very little guidance
the outstanding claims between
he periods from 2004-2014.

q
I
.t

=
&

1
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Jan E. Nolis

Certified Public Accountant

Tiocga Tobacco Asset
Securitization Corporation
(A Blended Component Unit of the
County of Tioga, New York)
Statement ot Net Position
December 31, 2021 and 2020

Z0el 2020
Assets
Cash and cash equivalents 3 96,302 5 90,677
Accounts receivable - TSRs 784,010 764,414
Restricted cash and cash eqguivalents 775,969 175,872
Total assets 1,656,281 1,631,063
Liabilities and Net Assets (Deficit)
Current portion of bonds payable 10,006,544 835,000
‘Long-term liabilities
Accrued interest payable 43,608 43,608
Bonds payable v 593, 032 16,545,787
Total liabilities 17,743,184 17,424,395
Net Position: _
Unrestricted (16,086,903) (15, /93, 332)

See accompanying notes to
basic financial statements.

—-8-




Jan E. Nolis

Certified Public Accountant

Statement of Activities and

Expenses

Administrative and general
Transfer to residual trust

Interest

Total program expenses

Program revenues:

Tobacco settlement

Net program revenue

General revenues:

Interest

Change in net position

Net position beginning of year

Net position end of year

Tioga Tobacco| Asset
Securitization Corporation

(A Blended Componcnt

Unit of the

Counly of Tioga, |New York)

hange in Net Position

For the Years ended Decembar 31, 2021 and 2020

2021 2020
$ 18,377 5 16,313
30,000 30,000
1,028, 577 998, 655
1,077,954 1,045, 968
784,010 1 1D564
(293, 944) (275,404)
373 503
(293, 571) (274,901)
(15,793,332) (15,518,431)

$ (16,086,903) $

(15, 793, 332}

See accompanying notes to
basic financial statements.

-9
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Tivya Tobacco hsset

Securitization Corp

oration

(A Blended Component Unit of the

County of Tioga, New York)
Governmental Fund Balance Sheets

and Reconciliation to Statemehts of Net Position

Decenber 31, 2021 mnd 2020

Assets
Cash and cash equivalents
Accounts receivable- TSRs
Restricted cash and cash equivalents

Total assets

Deferred inflows of resources
Unavailable revenues - TSRs

Fund balances
Restricted - debt service
Unassigned

Total Fund Balances

Total deferred inflows of resources
and fund balances

Amcounts reported for governmental

activities in the statement of net

position are different because:
Total fund balance

Tobacco settlement revenue was not
received in the current period and is
not reported as income at the fund level

Long~term liabilities, including bonds
payable, are not due and payable in
the current period and, therefore,
are not reported in the funds

Net position

See accompanying no
basic financial stat

~10-

2021
Deht Service

2020
Debt Service

5 96,302 S 90,677
764,010 764,114
775,969 775,912
$ 1,656,281 g 1,631,063
784,010 764,414
775,969 T8, 972
96,302 90,677
872,211 866,649
$ 1. 686, 281 5 1,631,063
$ 872,271 5 866,649
784,010 764,414
(17,743,184) (17,424,395)
5 (16,086,903) $ {15, 7933329
tes to
ements.
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Tioga Tobacco Asset

Securitization Corporation

of the
County of Tioga, New York)

Statement of Governmental Fund Revenues,

{A Blended Component Unit

Expenditures and

Chenges in Fund Balance and Recohciliation Lo

Statements of Activities and Change
Year ended December 31, 2021

Revenues:
Tobacco settlement
Interest and investment income

Total revenues

Expenditures:
General and administrative
Debt service - principal
Debt service - interest & fees
Transfer to Residual Trustee

Total expenditures

Excess of revenues over (under) expenditures

Fund balance at beginning of year

Fund balance at end of year

Net change in fund balance

Amounts reported in the statement of activities
are different because:
The net effect of bond repayments and interest
expense are activities of the governmental fund
but not reported in the statement of activities

Differences in the timing of recognition of
tobacco settlement revenues

Change in net position

See accompanying notes
basic financial statemen

-1

in Net Position
and 2020

2021
Debt Service

2020
Debt Service

$ 764,414 % 712,812
373 503

764,787 713,315

19, 377 16,313
190,000 140,000
519,788 527,123
30,000 30,000
758,165 713,436

5,622 (121)

866, 649 866,770

$ 872,271 8 B66, 649
$ 57022, 8 (120
(318,789) (332,.832)
19,596 57,752

$ (293,511 3 (274,901)
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t Unit of the

County of Tioga,| New York)
Notes to Financial Statements
(1) Organizal.ion
Tioga Tobacco Asset Securitization Jorporation (“the Corporation”) is

a specilal purpose, bankruptcy-remote loca
organized under the Not-For-Profit Corpor
York (“the State’”). The Corporation was
however there were no substantive operati
discussed herein. The Corporation is an

Corporation will have not less than thre%
consisting of one ex-officio position bei

1 development corporation

ation Law of the State of New
established on October 11,
ons until December 7,
instrumentality of, but separate
and apart from the County of Tioga, New York (

2000,
2000 as

“the County”). The
or more than five directors,

ng the chairperson of the County

Legislature, up to four additional directors and one independent director.

Although legally separate from the County
unit of the County and, accordingly, is i
statements as a blended component unit.

: On December 7, 2000, pursuant toc a P
the County, the County sold to the Corpor
title and interest in the Tobacco Settlem
Master Settlement Agreement {*MSA”) and t
“Decree”). The MSA resclved the cigarett
between the settling states and the Parti
released the PMs from past and present sm
provides for a continuing release of futu
exchange for certain payments to be made

as certain tobacco advertising and market
things. The Decree, which was entered by

allocated to the County a share of the TSI

rights, title and interest of the County’
Corporation.

i The purchase price of the County’s f
in the TSRs was financed by the issuance
{series 2000).

forth in the indenture.

It
£

i

_12_

to the settling states,

A Residual Certificate ex
éntitlement to receive all amounts require
payment of debt service, operating expense
; Payments on the I
€ollections were subordinate to payments ¢
certain other costs specified in the inder

, the Corporation is a component

ncluded in the County’s financial

urchase and Sale Agreement with
ation all of its future right]

under the
(the

ent Revenues (“TSRs”)
he Decree and Final Judgment
e smoking-related litigation
cipating Manufacturers (“PMs”),
oking-related claims, and

re smoking-related claims, in

as well
ing restrictions, among other
the Supreme Court of the State,
Rs under the MSA. The future

share were sold to the

=

iture right, title and interest
bf serial pass-through bonds
lsted which represented the

>d to be distributed after

>s and certain other costs as set
Residual Certificate from TSR

bn the bonds and payment of
1iture.
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(1) Organization (continued)
Excess TSRs not required by the Corporati
Service or reqguired reserves with respect]
the Tioga Tobacco Asset Stabilization Tru
Residual Certificate. “'he County was the
and thus the excess funds received by the
County.

During 2005,
and the cooperation of multiple municipal
basis, the Corporation participated in tw
whereby additional proceeds became availa
the tobacco trust. The series 2000 bonds
corporation became obligated on several o
6perating structure.

i During 2016 an agreement was reached
Origimal Participating Manufacturers and
Manufacturers to release monies being dis
the formula used for Non-Participating Ma
annual MSA payment. Thesge claims have be
for several years. The terms of the NY N
90% of the previously-withheld Disputed P
NY, and future MSA Payments will be made
cannot be disputed by either party. Goin
disputed withholdings and no drawn-out ar
that NY will lose one or more of its enti

fesult of those proceedings.

Y2) Summary of Significant Accounting P
Ka) Measurement Focus, Basis of Accounti

Presentation

, The Corporation’s government-wide
in conformity with accounting principles
States as prescribed by the Governmental
(GASB)

_13_

and as a result of favg

Asset

orporation
t Unit of the

New York)
Statements

on to pay various expenses, debt
to the bonds were transferred to
st (the “Trust”), as owner of the
beneticial owner of the ''rust
Trust ultimately transfer to the

Fable tobacco market conditions
Llties to participate on a pooled
o restructuring transactions

ble to the beneficial owner of
were refunded/defeased and the
ther bond issues under the same

between New York State, the '
the Subseguent Participating
puted by all parties related to
nufacturer Adjustment to the

enn at issuc and in arbitratioen
PM Settlement Agreement release
ayment Funds for distribution to
according to a set formula that
g forward there will be no
bitration proceeding and no risk
re annual MSA payments as a

]

plicies

1 and Financial Statement

g,

financial statements are prepared
yenerally accepted in the United

Accounting Standards Board
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Notes to Financial

(2) Summary of Significant Accounting Pp

The Corporation’s governmenl-wide [inancit
the economic resources measurement focus
accounting. Revenues are recorded when ea
when a liability is incurred, regardless
flows.

a
I8
O

The Corporation’s fund financial sta
current financial resources measurement fo
basis of accounting. Revenues are recogn
measurable and available. Revenues are c
they are collectible within the current pe
to pay liabilities of the current period.
Corporation considers revenues to be avai
within 120 days of the end of the current
not yet available is recorded as deferred
balance sheet. Expenditures generally are
incurred, as under accrual accounting.

i
D

-

L

™

llowever, debt service expendilures,
recorded only when payment is due.
¢

The major governmental fund is the De
Service Fund accounts for the resources ag
operations and principal debt service on 1
debt.
d

Net Position

1

L.

Net position in government-wide finan
net investment in capital assets; restrict
net position represents constraints on res
externally imposed by creditors, grantors,
regulations of other gevernments, or impos
br are otherwise unavailable for appropria
and component units.

L

...14_

Asset

obrporation

Unit of the

New York)

Statements

licies (continued)

1l statements are reported using
nd the accrual basis of

ned and expenses are recorded

f the timing ot related cash

ements are reported using the
cus and the modified accrual
zed as soon as they are both
nsidered to be available when
riod or soon enough thereafter
For this purpose, the
able if they are collected
fiscal period. Revenue that is
inflows of resources on the
recorded when a liability is

laims, and judgwenls, 4re

bt Service Fund. The Debt

cumulated and payments made for
ong-term general obligation

cial statements is classified as
ed and unrestricted. Restricted
ources that are either
contributors, laws or
ed by law through State statute

tion by the primary government
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(2) Summary of Significant Aceounting B

As of December 31, 2021 and 2020, restrig

Debt Service
debt service

represents resources that

payments Lhat will be made i

ol d

have been

Asset

orporation
t Unit of the

New York)
Statements

cies

(continued)

tions include:

legally restricted for

n future periods.

Unrestricted net position is net position that is not restricted, but
which may be internally designated by the| Board of Directors. At December
31, 2021 and 2020, the amount of unrestricted net position was
($16,086,903) and {315, 793,332), respectiyvely.

Fund Balance
Fund balance is composed of two clas

Restricted -amounts constrained to specif
{such as grantors, bondholders, and highe
constitutional provisions, or by enabling
13

Unassigned —-amounts that have not been as
restricted, committed,
service fund.

Or assigned to spec

ﬁb) Cash & Cash Equivalents

The Corporation considers bank deposi

months or less to be cash equivalents and
fair value. TTASC maintains a liguidity =x
initially funded from the Series 2000 Bon
maintained until such time that all bonds,
are paid. This account is included in res
équivalents on the balance sheet in the an
of December 31,

{c) Tax Status
The Corporation, as a not-for-peafit
income taxes under section 501 C (3)

Corporation is not a private foundation.
¢ —-15-

]

of th

sifications.

ic purposes by their providers
r levels of government),

through
legislation;

signed to another fund or are not
cific purposes within the debt

Lt accounts and all highly liquid
debt instruments with remaining maturities

Pr

when purchased, of three

these are stated at

eserve account, which was
proceeds. This account must be
other than subordinated bonds,
tricted cash and cash

wount of $775,969 and $775,972 as

2021 and 2020 respectively.

organization, is exempt from
e Internal Revenue Code. The
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(2)

summary of Significant Accounting B

(d) Use of Estimates
The preparation of financial stateme
principles generally accepted in the Unit
Corporation’s management to make estimate
the reported amounts of assets and liabil
contingent assets and liabilities as of t
statements and the reported amounts of re
the reported period. Actual results coul

(e)

Interest Expense/Expenditure

The Corporation recognizes interest

olicies

Asset

orporation
t Unit of the

New York)
Statements

(conlinued)

nts in accordance with accounting
ed States of America require the
s and assumptions in determining
ities and disclosure of

he date of the financial

venues and expenditures during

d differ from those estimates.

paid as interest expenditures on

a modified accrual basis for the Statement of Revenues, Expenditures and

Changes in Fund Balance and as expenses o
government-wide financial statements. 1In
provision for accreted interest on the Ca
amount of $508,789 and $473, 446, respecti
Year ended December 31, 2021, and 2020 wa
respectively.

i

(f) Risk
Numerous lawsuits have been filed ch
the MSA and related statutes, including t
States District Court for the Southern Di
plaintiffs seek a determination that the
statute and the State’s Complementary Leg
herein) violate the United States Constit
daws. A final ruling adverse to the Stat
case could result in a material adverse e
available to pay back bondholders and the
an indeterminate period. It could also re
owner’s investment.
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n the full accrual basis for the
terest expense includes a current
pital Appreciation Bonds in the
vely.
s $519, 788 and §527; 123,

Interest paid during the

allenging the enforceability of
wo cases pending in the United
strict of New York wherein

MSA, the State’s Qualifying
islation
ntion and/or federal antitrust

=

=

ffect on the amount of TSRs

(each as described
in either case or in a future

complete cessation of TSRs for

sult in the complete loss of an

A



Jan E. Nolis

Certified Public Accountant

Tioga Tobaccq
Securitization €

(A Blended Componen
County of Tioga,

it

Asset

crporation

Unit of the
New York)

Notes to Financial Statements

(3) Accounts receivable - TS&8Rs
The Corporation reports tobacco sett
16-20* of the following year as a receivs

(4) Contingency and concentration of cr

The Corporation’s financial existenc
TSR’s from the tobacco manufacturers. 1In
announced its intent to withdraw rat1ngs|
Securities.
originally part of the base MSA have erod
consistently maintained.

(5) Investment and deposit policy

The Corporation follows an investmen
in the Indenture, the overall objective o
safeguard the principal amount of funds i
with federal, state and other legal requi
liquidity of invested funds in order to m
due; and attainment of a market rate of r
activity is the responsibility of the Tre
€

8 In accordance with the Corporation’s
all deposits of the Corporation including
special time deposits, in excess of the ai
provisions of the Federal Deposit Insuran
a pledge of securities with an aggregate
amount of deposits.

e TG

lement revenues received by April
ble.

edit risk

e is contingent upon receiving

May of 2017, Fitch Ratings

Pn US Tobacco Asset-Backed
For a variety of reasons, the material calculations
ed confidence that ratings can be

i and deposit policy as outlined
f which is to adequately

nvested or deposited;
rements:;
eet obligations as they become
=2 EULT .
asurer of the Corporation.

conformance
provide sufficient

Oversight of investment

investment and deposit policy,
certificates of deposit and

nount insured under the
ce Act
value equal to the aggregate

(FDIC) shall be secured by
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(5) Investment and deposit policy (continped)

As of December 31, 2021; and 2020, the carrying amount of the
Corporation’s cash and cash equivalents was $96,302 and $90,677,
respectively. The amounts exposed to Custodial Credit Risk and secured by
collateral held by a bank are $-0- and $-0-, respectively.

(6) Bonds Payable

The Series 2005 bonds bear interest at rates ranging from 0.00% to
5.00%. These bonds are secured by a perfected security interest in, and
pledge of, the Trust Estate, as defined in the Indenture, which includes,
the TSRs and all investment earnings on amounts on deposit.

Among the accounts established are the liguidity reserve account, the
turbo redemption account and the debt service account. The corporation
retains TSRs in an amount sufficient to service its debt and pay its
operating expenses for one year.

Long-term indebtedness consisted of the following:

2021 2020

Balance - beginning ol year $17,380,787 S17, 047,341
Repayments of bonds (190, 000) (140,000)
Accreted interest 3 508,789 S 473,446
Balance =~ end of year 517,699,576 $17,380,787
Required payments due within one year 510,006,544 3 835,000

-18-
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(6) Bonds Payable

Scheduled Turbo redemption repayments are

(continued)

Tioga Tobacca

Asset

orporation
L Unit of the

New York)
Statements

as follows:

Year ended Principal Interest Accreted Int

2022 10,006, 544 250; 875 547,435

2022 940,000 205; 250 586; 775

2024 1,005,000 156,625 633, 391

2025 1 ; 370000 104,750 680, 651

2026 1,425,000 49,875 732,442

202 7-2031 2,512,264 4,183,797 3,427,488

29322036 700,864 M. 568, 874 2,251,690

20372041 389 804 2,690,958 484,669

: Thereafter -0~ = .

Total

$ 17,699,576

$ 13,208,004

$ 8,350,541

Required maturities for the Series 2005 bonds represent the minimum
amount of principal that the Corporation #ust pay as of the specific
distribution dates in order to avoid a deiault. Turbo (accelerated)
amortization payments are required to be made against outstanding
principal providing that the Corporation receives sufficient TSRs to make
the Turbo payments. There are no assurances that TSRs will materialize
and/or be sufficient to make the projected Turbo payment. The interest
payment requirements shown above are based on the required principal
maturity schedule and include the accreted value portion of capital
appreciation bonds in the year in which they are required to be redeemed.
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(6) Bonds Payable (continued)
Under the terms of the debt agreement, th
maintain certain deposits to fund debt se
deposits are included in restricted cash
financial statements. 1In addition, the C
debt covenants, including limitations on
compliance with Trustee indenture agreeme
was in compliance with all covenants and

as of December 31, 2021 and 2020.

The corporation had liquidity reserv
$775,972, at December 31, 2021, and 2020,
payments on its bonds. Principal payment
$140,000 were made in 2021 and 2020, resp
flexible amortization payment schedule fo
required principal paymen made

principal is added to the end of the term

principal p

¢ (7)) Administrative Reimbursement to Ti
In addition to setting forth the teri
purchase of TSRs, the Purchase and Sale Ad
consideration to retain the County to act
the preparation of reports and other instr
the duty of the Corporation to prepare, ex

to the Indenture and the related agreement
te
(including shared en
reasonable legal and auditing expenses) ba
services; or on a basis reasonably relateag

contemplates the lease of office space,
services and expenses

.

(8) Subsequent Events
: Events and transactions that occurred
81, 2021, to April 30, 2022, have been eva

inclusion in the financial statements.

¢
i
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Asset

orporation

Unit of the
New York)
Statements

e Corporation is required to
rvice payments,
and cash equivalents in the basic

if needed. Such

orporation is subject to various
cxpenses/expenditures,
nt requirements.
indenture agreement requirements

and
The Corporation

es in the amount of $775, 969 and

respectively, to fund debt
in the amounts of $190,000 and
ctively, in accordance with the

the Series 2005 bonds. If
the bonds,
and final maturity is extended.

-~ 4= 1o T T |
n CNe unpaid

bga County

ns and conditions of the sale and
greement provides for separate

as Administrator with respect to
uments and documents that it is
ecute, file or deliver pursuant
s. The Agreement also

lephone, overhead and operating
ployees, consultants, and

sed on actual use, value of such
] thereto. '

from the period from December
luated for disclosure and




INDEPENDENT AUDITORS’ REPORT ON
FINANCIAL REPORTING AND ON COMPL
BASED ON AN AUDIT OF FINAD
PERFORMED IN ACCORDANCE WITH GOV}

Board of Directors

Tioga Tobacco Asset
Securitization Corporation

Owego, New York

We have audited, in accordance with the auditing standar
America (GAAS) and the standards applicable to financi
Standards issued by the Comptroller General of the Unit
the financial statements of the governmental activities an
Securitization Corporation (the TASC), a blended compot

the year ended December 31, 2021, and the related notes
comprise the TASC’s basic financial statements, and ha

2022.

111SCTO&CO
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INTERNAL CONTROL OVER
IANCE AND OTHER MATTERS
NCIAL STATEMENTS

"RNMENT AUDITING STANDARDS

ds generally accepted in the United States of
al audits contained in Government Auditing
ed States (Government Auditing Standards),
d the major fund of the Tioga Tobacco Asset
nent unit of the County of Tioga, as of and for

the financial statements, which collectively
ve issued our report thereon dated May 27,

Report on Internal Control Over Financial Reporting
In planning and performing our audit of the financial sta

control over financial reporting (internal control) as a b;
appropriate in the circumstances for the purpose of expres

ements, we considered the TASC’s internal
aS]S for demgnmg audit procedures that are
pmg our opinions on the financial statements,

but not for the purpose of expressing an opinion on the effectiveness of the TASC’s internal control,

Accordingly, we do not express an opinion on the effecti

A deficiency in internal control exists when the design
management or employees, in the normal course of perfor

detect and correct, misstatements on a timely basis.
combination of deficiencies, in internal control, such that t
misstatement of the TASC’s financial statements will not
timely basis. A significant deficiency is a deficiency,
control that is less severe than a material weakness, yet i
charged with governance.

Our consideration of internal control was for the limited p

section and was not designed to identify all deficiencie

weaknesses or significant deficiencies. Given these limitat

deficiencies in internal control that we consider to be

weaknesses or significant deficiencies may exist that wer

Insero & Co. CPA

The Highest Standard | (800) 232-9547

Ivemess of the TASC’s internal control.

or operation of a control does not allow
ming their assigned functions, to prevent, or
A material weakness is a deficiency, or a
here is a reasonable possibility that a material
be prevented, or detected and corrected, on a

or a combination of deficiencies, in internal

mportant enough to merit attention by those

urpose described in the first paragraph of this
s in internal control that might be material
ions, during our audit we did not identify any
material weaknesses. However, material
e not identified.

g LLP

| wwiv.inserocpa.com



Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether t
material misstatement, we performed tests of its con
regulations, contracts, and grant agreements, noncomp
material effect on the financial statements. However, pro
provisions was not an objective of our audit, and accordin
results of our tests disclosed no instances of noncompli
reported under Government Auditing Standards.

Purpose of This Report
The purpose of this report is solely to describe the sc

he TASC’s financial statements are free from
npliance with certain provisions of laws,
liance with which could have a direct and
viding an opinion on compliance with those
1gly, we do not express such an opinion. The
ince or other matters that are required to be

ope of our testing of internal control and

compliance and the results of that testing, and not to provide an opinion on the effectiveness of the

TASC’s internal control or on compliance. This report
accordance with Government Auditing Standards in co
compliance. Accordingly, this communication is not suit,

Respectfully submitted,
v .Cf ﬁg (P

Insero & Co. CPAs, LLP
Certified Public Accountants

Ithaca, New York
May 27, 2022

22

is an integral part of an audit performed in
nsidering the TASC’s internal control and
able for any other purpose.
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COMMUNICATION WITH THOSE CHA

AT THE CONCLUSION O

Board of Directors

Tioga Tobacco Asset
Securitization Corporation

Owego, New York

We have audited the financial statements of the govern

Tioga Tobacco Asset Securitization Corporation (the Co
of Tioga, for the year ended December 31, 2021. Profess

with information about our responsibilities under g

Government Auditing Standards, as well as certain inf

timing of our audit. We have communicated such info
2022, Professional standards also require that we com
related to our audit.

Significant Audit Matters

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use
significant accounting policies used by the Tioga Tob
described in Note 2 to the financial statements. No nev
application of existing policies was not changed during 2
by the Corporation during the year for which there is a |
All significant transactions have been recognized in the f

Accounting estimates are an integral part of the financial
based on management’s knowledge and experience abo
about future events. Certain accounting estimates ar
significance to the financial statements and because of the
may differ significantly from those expected. The
Corporation’s financial statements were the calculatic
accreted interest.

Management’s estimate of the calculation of tobacco st
trends and expected revenue. Management’s estimate o
repayment schedule and agreement. We evaluated the k
the calculation of tobacco settlement receivables and ac
reasonable in relation to the financial statements taken as

Insero & Co. CPA

The Highest Standard | (ROO) 232-9547

RGED WITH GOVERNANCE
F THE AUDIT

mental activities and the major fund of the
rporation), a component unit of the County
sional standards require that we provide you
cnerally accepted auditing standards and
ormation related to the planned scope and
rmation in our letter to you dated May 10,
municate to you the following information

of appropriate accounting policies. The
acco Asset Securitization Corporation are
v accounting policies were adopted and the
021. We noted no transactions entered into
ack of authoritative guidance or consensus.
inancial statements in the proper period.

statements prepared by management and are
ut past and current events and assumptions
¢ particularly sensitive because of their
possibility that future events affecting them

most sensitive estimates affecting the
on of tobacco settlement receivables and

-9
)

ettlement receivables is based on historical
f the accreted interest is based on the bond
ey factors and assumptions used to develop
creted interest in determining that they are
a whole.

s, LLP

| www.inserocpa.com




Tioga Tobacco Asset Securitization Corporation
May 27, 2022
Page 2

Certain financial statement disclosures are particularly
financial statement users.

The most sensitive disclosure affecting the financial statc
which is presented in Note 6 to the financial statements.

The financial statement disclosures are neutral, consisten

Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with
our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all know
the audit, other than those that are clearly trivial, and co
management. There were no such misstatements detecte

Disagreements With Management
For purposes of this letter, a disagreement with manager
auditing matter, whether or not resolved to our satisfacti
statements or the auditors’ report. We are pleased to rep
the course of our audit.

Management Representations
We have requested certain representations from manager
representation letter dated May 27, 2022.

Management Consultations With Other Independent
In some cases, management may decide to consult w
accounting matters, similar to obtaining a “second opin
involves application of an accounting principle to th
determination of the type of auditors’ opinion that m
professional standards require the consulting accounta
consultant has all the relevant facts. To our knowledge,
accountants,

Other Audit Findings or Issues
We generally discuss a variety of matters, including th
auditing standards, with management each year prior
However, these discussions occurred in the normal cout
responses were not a condition to our retention.

sensitive because of their significance to

zments was bonds payable, the disclosure of

t, and clear.

management in performing and completing

n and likely misstatements identified during
mmunicate them to the appropriate level of
d as the result of audit procedures.

ment is a financial accounting, reporting, or
on, that could be significant to the financial
ort that no such disagreements arose during

nent that are included in the management

Accountants

ith other accountants about auditing and
ion” on certain situations. If a consultation
¢ Corporation’s financial statements or a
ay be expressed on those statements, our
nt to check with us to determine that the
there were no such consultations with other

e application of accounting principles and
to retention as the Corporation’s auditors.
rse of our professional relationship and our
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Other Matters
We applied certain limited procedures to the Manage

ment’s Discussion and Analysis, which is

required supplementary information (RSI) that supplements the basic financial statements. Our

procedures consisted of inquiries of management regardi
and comparing the information for consistency with ms
basic financial statements, and other knowledge we obtz
statements. We did not audit the RSI and do not express
RSL

Restriction on Use

This information is intended solely for the use of the
management of the Tioga Tobacco Asset Securitization
should not be, used by anyone other than these specified

Respectfully submitted,

Mv®*cﬂ%éw

Insero & Co. CPAs, LLP
Certified Public Accountants

Ithaca, New York
May 27, 2022

ng the methods of preparing the information
inagement’s responses to our inquiries, the
iined during our audit of the basic financial
an opinion or provide any assurance on the

Board of Directors, Audit Committee, and
Corporation and is not intended to be, and
parties.




