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INDEPENDENT AUDITOR’S REPORT 

The Board of Directors of 
  Greene Tobacco Asset Securitization Corporation:  

Report on the Financial Statements 
 
We have audited the accompanying financial statements of Greene Tobacco Asset Securitization 
Corporation (a blended component unit of the County of Greene, New York) (the “Corporation”), as 
of and for the year ended December 31, 2019, and the related notes to the financial statements, 
which collectively comprise Greene Tobacco Asset Securitization Corporation’s basic financial 
statements as listed in the table of contents.  

Management’s Responsibility for the Financial Statements 
 
Greene Tobacco Asset Securitization Corporation’s management is responsible for the preparation 
and fair presentation of these financial statements in accordance with accounting principles 
generally accepted in the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error.  

Auditor’s Responsibility  
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements 
are free from material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of governmental activities and major fund of Greene Tobacco Asset 
Securitization Corporation, as of December 31, 2019, and the respective changes in financial 
position and, where applicable, cash flows thereof for the year then ended in accordance with 
accounting principles generally accepted in the United States of America.

Other Matters  
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or 
historical context. We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the 
basic financial statements. We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express an 
opinion or provide any assurance.

Management has omitted budgetary comparison schedules that accounting principles generally 
accepted in the United States of America require to be presented to supplement the basic financial 
statements. Such missing information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board who considers it to be an essential part 
of the financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context. Our opinion on the basic financial statements is not affected by this 
missing information. 

Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated March 28, 
2020 on our consideration of Greene Tobacco Asset Securitization Corporation’s internal control 
over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters. The purpose of that report is to describe the 
scope of our testing of internal control over financial reporting and compliance and the results of that 
testing, and not to provide an opinion on internal control over financial reporting or on compliance. 

That report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering Greene Tobacco Asset Securitization Corporation’s internal control over 
financial reporting and compliance. 

Catskill, New York 
March 28, 2020 
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1. Introduction:

Within this section of the Greene Tobacco Asset Securitization Corporation’s (the “Corporation”)
financial statements, the Corporation’s management provides narrative discussion and analysis
of the financial activities of the Corporation for the year ended December 31, 2019. This
discussion and analysis is intended to serve as an introduction to the Corporation's basic
financial statements for the year ended December 31, 2019.

2. Overview of the Financial Statements:

The Corporation's basic financial statements include: (1) financial statements, and (2) notes to
the financial statements.

A. Financial Statements

The Corporation’s financial statements are prepared on the accrual basis in accordance with
generally accepted accounting principles promulgated by the Government Accounting
Standards Board (GASB).  The Corporation is structured as a single debt service fund. See
notes to the financial statements for a summary of the Corporation’s significant accounting
policies.

The Statement of Net Position and Governmental Fund Balance Sheet present information
on the Corporation’s assets and liabilities, with the difference between the two reported as
net position.  Over time, increases or decreases in net position may serve as a useful
indicator of the Corporation’s financial position.

The Statement of Revenues, Expenses, and Change in Net Position and Governmental
Fund Revenues, Expenditures and Change in Fund Balance present information showing
how the Corporation’s net position changed during the most recent year.  All changes in net
position are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows.  Thus, revenues and expenses are reported in
these statements for some items that will result in cash flows in future periods.

B. Notes to Financial Statements

The accompanying notes to the financial statements provide information essential to a full
understanding of the basic financial statements.

3. Financial Highlights:

The Corporation’s net position decreased by $351,757 primarily due to the $39,102 difference in
actual tobacco proceeds received in the current year compared to the estimated tobacco
receivable from the prior year. The Corporation’s expenses increased by $20,733 as a result of
the additional interest expense on the Trust IV and Trust V variable bonds. No new bonds were
issued during 2019.
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4. Financial Statement Analysis:

Below is a comparative summary of the Corporation’s Statement of Net Position as of December
31:

2019 2018

Assets 1,233,511$         1,297,274$         

Liabilities 14,397,747   14,109,753   
Net position (13,164,236)  (12,812,479)  
Total liabilities and net position 1,233,511$         1,297,274$         

Tobacco settlement receivables made up of 42% and 43% of total assets as of December 31, 
2019 and 2018, respectively. Restricted investments held by fiscal agent made up 54% and 51% 
of total assets, respectively. Current liabilities are comprised of the current portion of bonds 
payable, accrued interest on the variable rate bonds and accounts payable for administrative 
fees.  Long-term liabilities comprised 99% of total liabilities as of December 31, 2019 and 2018. 
Net position decreased in 2019 and 2018 by $351,757 and $382,953, respectively. 

2019 2018
General revenues

Other financing sources
Administrative fee income 6,298$  6,298$  
Interest and dividend income 17,686 15,987 
Tobacco settlement revenue 478,100              427,870              

Total general revenues 502,084              450,155              
General expenditures (853,841)             (833,108)             
Total general revenues in excess of

expenditures (expenditures in excess
of revenues) (351,757)             (382,953)             

Net position at the beginning of the year (12,812,479)        (12,429,526)        

Net position at the end of the year (13,164,236)$      (12,812,479)$      

As of December 31, 2019 and 2018 tobacco settlement revenue comprised 95% of total general 
revenues, respectively. Tobacco settlement revenue increased by $50,230 or 12% in 2019 
compared to 2018. General expenditures increased by $20,733 or 3% in 2019 compared to 
2018.  Interest expenses comprised 97% and 96% of total general expenditures during the years 
ended December 31, 2019 and 2018, respectively.  Interest expense increased $22,823 or 3% in 
2019 compared to 2018.  
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5.   Additional Information: 
 
This report is prepared for the use of Greene Tobacco Asset Securitization Corporation’s board 
of directors, management, federal awarding agencies and pass-through entities and members of 
the public interest in the affairs of the Corporation.  Questions with regards to this financial report 
or requests for additional information may be addressed to the Deputy Treasurer, Greene 
Tobacco Asset Securitization Corporation, 411 Main Street, Catskill, NY 12414.   
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Debt Service 
Fund and Total 
Governmental 

Funds
Full Accrual 
Adjustments

Statement of 
Net Position

ASSETS

Current assets:
Cash and cash equivalents 45,255$              -$                     45,255$          
Tobacco settlement receivables 523,500              -                       523,500          

Total current assets 568,755              -                       568,755          

Noncurrent assets:
Restricted investments held by fiscal agent 664,756              -                       664,756          

Total noncurrent assets 664,756              -                       664,756          

Total assets 1,233,511$         -$                     1,233,511$     

LIABILITIES

Current liabilities:
Accounts payable 4,000$                -$                     4,000$            
Interest payable -                          36,354             36,354            

Total current liabilities 4,000                  36,354             40,354            

Long-term liabilities:
Bonds payable -                          14,357,393      14,357,393     

Total long-term liabilities -                          14,357,393      14,357,393     

Total liabilities 4,000                  14,393,747      14,397,747     

FUND BALANCE/NET POSITION

Fund Balance:
Assigned 45,255                (45,255)            -                      
Restricted for debt service 1,184,256           (1,184,256)       -                      

Total fund balance 1,229,511           (1,229,511)       -                      

Total liabilities and fund balance 1,233,511$         

Net Position:
Unrestricted -                       45,255            
Restricted for debt service (14,393,747)     (13,209,491)    

Total net position (14,393,747)     (13,164,236)    
Total liabilities and net position -$                     1,233,511$     



GREENE TOBACCO ASSET SECURITIZATION CORPORATION 
(a blended component unit of the County of Greene, New York) 
STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN NET POSITION AND 
GOVERNMENTAL FUND REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE 
For the year ended December 31, 2019 
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Debt Service  
Fund and Total 
Governmental 

Funds
Full Accrual 
Adjustments

Statement of 
Revenues, 

Expenses and 
Change in Net 

Position
General revenues:

Other financing sources
Administrative fee income 6,298$                -$                      6,298$              
Interest and dividend income 17,686                -                        17,686              
Tobacco settlement revenue 478,100              -                        478,100             

Total general revenues 502,084              -                        502,084             

General expenditures/expenses:
Other financing uses

Interest 432,016              392,996             825,012             
Debt service principal payments 105,000              (105,000)           -                        
Professional fees - Officers 8,000                  (4,000)               4,000                
Professional fees - Legal 5,250                  -                        5,250                
Professional fees - Audit 6,600                  -                        6,600                
Administrative fees - Other 1,002                  -                        1,002                
Trustee fees 9,047                  -                        9,047                
Insurance 579                     2,351 2,930                

Total expenditures/expenses 567,494              286,347             853,841             

Change in fund balance/net position (65,410)               (286,347)           (351,757)           

Fund balance/net position, beginning of year 1,294,921           (14,107,400)      (12,812,479)      

Fund balance/net position, end of year 1,229,511$         (14,393,747)$    (13,164,236)$    



GREENE TOBACCO ASSET SECURITIZATION CORPORATION 
(a blended component unit of the County of Greene, New York) 
NOTES TO FINANCIAL STATEMENTS  
December 31, 2019 

 
 

Page 8 
 

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 
 

Greene Tobacco Asset Securitization Corporation (GTASC) was incorporated October 17, 2000 as a 
local development corporation by the County of Greene, New York (the County) under the provisions 
of Section 1411 of the New York State Not-For-Profit Corporation Law and as a Public Authority they 
are subject to the Public Authority Accountability Act of 2005. Its purpose is to issue bonds 
securitized solely from County Tobacco Settlement Revenues under the Master Settlement 
Agreement dated November 23, 1998, purchased from the County under the Purchase and Sale 
Agreements dated October 15, 2000, August 25, 2005, and November 25, 2005 and to forward to 
the County the net proceeds from the bond issuance. GTASC paid off the 2000 bond series during 
2005 through a debt reconstructive plan. The plan involved selling a 2005 bond series. In 
compliance with GASB Technical Bulletin No. 2004-1 the Corporation is treated as a blended 
component unit of the County. 

 
General 

 
The accompanying general purpose financial statements have been prepared in conformity with 
accounting principles generally accepted in the United States of America for governments as 
prescribed by Governmental Accounting Standards Board (GASB) which is the primary standard 
setting body for establishing governmental accounting and financial reporting principles. 

 
Measurement, Focus, Basis of Accounting, and Financial Statement Presentation 

 
The government-wide financial statements are reported using the economic resources measurement 
focus and the accrual basis of accounting.  Revenues are recorded when earned and expenses are 
recorded when a liability is incurred, regardless of the timing of related cash flows. 

 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting.  Revenues are recognized as 
soon as they are considered measurable and available.  Revenues are considered available when 
they are collectible within the current period or soon enough thereafter to pay liabilities of the current 
period.  For this purpose, the Corporation considers revenues to be available if they are collected 
within one year after the end of the current fiscal period.  The Corporation applies GASB Technical 
Bulletin No. 2004-1 "Tobacco Settlement Recognition and Financial Report Entity Issues" and 
recognizes tobacco settlement revenue when the event giving rise to recognition (i.e., the domestic 
shipment of cigarettes) occurs. Expenditures generally are recorded when a liability is incurred. 

 
The statement of activities demonstrates the degree to which direct expenses of a given function or 
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with 
a specific function or segment. Program revenues include 1) charges to customers who purchase, 
use, or benefit from the services provided by a given function or segment and 2) grants and 
contributions that are restricted to meeting the operational or capital requirements of a particular 
function or segment.  Unrestricted interest income and tobacco settlement rights not included among 
program revenues are reported as general revenues. The Corporation has no program revenues. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Measurement, Focus, Basis of Accounting, and Financial Statement Presentation (Continued) 
 
In addition to the government-wide financial statements, the Corporation has prepared financial 
statements for the Corporation's only governmental fund. Governmental fund financial statements 
continue to use the modified accrual basis of accounting and the current financial resources 
measurement focus. Accordingly, the accounting and financial reporting of the fund financial 
statement is similar to what previously could have been presented in the Corporation's financial 
statements, although the format of the financial statements has been modified in accordance with 
requirements of GASB Statement No. 34. Due to the single purpose nature of the activities of the 
Corporation, the government-wide and fund financial statements have been presented together with 
an adjustment column reconciling the differences. 
 
The Corporation reports one governmental fund - the Debt Service Fund.  As a blended component 
unit of the County of Greene, New York, the Debt Service Fund is combined into the Governmental 
funds of the County of Greene, New York.  When both restricted and unrestricted resources are 
available for use, it is the Corporation's policy to use restricted resources first, then unrestricted 
resources as they are needed. 
 
Under the full accrual basis, the Corporation is required to report the full amount of the bonds 
outstanding, however, can only recognize the tobacco settlement revenue expected to be received 
in the next fiscal year.  The future collection of tobacco settlement revenue (TSR) is dependent on 
many factors, including future cigarette consumption.  As such, the future collection   is   not   
reasonably estimable   and   is not recorded as an asset in either the government-wide financial 
statements or the governmental fund financial statements. This results in a significant deficit in net 
assets on the government-wide financial statements. 
 
Deferred Outflows / Inflows of Resources 
 
GASB Statement No., 63, "Financial Reporting of Deferred Outflows of Resources, Deferred Inflows 
of Resources, and Net Position", and GASB Statement No. 65, "Items Previously Reported as 
Assets and Liabilities", defined and classified deferred outflows of resources and deferred inflows of 
resources.  A deferred outflow of resources is a consumption of net assets that applies to future 
period(s), and as such, will not be recognized as an outflow of resources (expense/expenditure) until 
that time.  A deferred inflow of resources is an acquisition of net assets that applies to future 
period(s), and as such, will not be recognized as an inflow of resources (revenue) until that time. 
 
Fund Balances 

 
The Corporation applies Governmental Accounting Standards Board Statement No. 54, "Fund 
Balance Reporting and Governmental Fund Type Definitions" (GASB 54).  GASB 54 focuses on the 
constraints imposed on resources in governmental funds. 
 
Fund balance is now broken down into five different classifications: non-spendable, restricted, 
committed, assigned, and unassigned. 
 
Non-spendable consists of assets that are inherently non-spendable in the current period either 
because of their form or because they must be maintained intact, including prepaid items, 
inventories, long-term portions of loans receivable, financial assets held for resale, and principal of 
endowments. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Fund Balances (Continued) 
 
Restricted consists of amounts that are subject to externally enforceable legal purpose restrictions 
imposed by creditors, grantors, contributors, or laws and regulations of other governments; or 
through constitutional provisions or enabling legislation. 

 
Committed consists of amounts that are subject to a purpose constraint imposed by a formal action 
of the government’s highest level of decision-making authority before the end of the fiscal year, and 
that require the same level of formal action to remove the constraint.  The Corporation's Board is the 
decision-making authority that can, by passing a resolution prior to the end of the fiscal year, commit 
fund balance. 
 
Assigned consists of amounts that are subject to a purpose constraint that represents an intended 
use established by the government’s highest level of decision-making authority, or by their 
designated body or official. The purpose of the assignment must be narrower than the purpose of 
the general fund, and in funds other than the general fund, assigned fund balance represents the 
residual amount of fund balance. 
 
Unassigned represents the residual classification for the government’s general fund and could report 
a surplus or deficit. In funds other than the general fund, the unassigned classification should be 
used only to report a deficit balance resulting from overspending for specific purposes for which 
amounts had been restricted, committed, or assigned. 
 
When resources are available from multiple classifications, the Corporation spends funds in the 
following order: restricted, committed, assigned, unassigned. 

 
The Corporation categorizes its only fund as a debt service fund because the only restriction that 
exists related to the tobacco revenue received is to service the outstanding debt. The majority of the 
Corporation's debt service fund equity is restricted for debt service. The amount of cash and cash 
equivalents and certificates of deposit are assigned to pay future operating expenditures. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with accounting principles generally accepted 
in the United States of America requires management to make estimates and assumptions. This will 
affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at 
the date of the financial statements, and the reported amounts of revenues and expenses during the 
reporting period. Actual results could differ from these estimates. 
 
Income Tax Status 
 
The Corporation is exempt from federal income tax under Section 115 (1) of the Internal Revenue 
Code and from state income tax under Section 1411 of the State Not-For-Profit Corporation Code. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Investments 

 
The Corporation follows GASB Statement No. 72, “Fair Value Measurement and Application”, when 
recording its investments on the statement of financial position and governmental fund balance 
sheet, which requires entities to record marketable securities with readily determinable fair values at 
their fair values based on quoted market prices or other significant observable or unobservable 
inputs and certain other investments at amortized cost. All investment income is reported as revenue 
in the statement of activities and the statement of revenues, expenditures and changes in fund 
balance. 
 
NOTE 2 – CASH AND CASH EQUIVALENTS 
 
Cash includes cash on hand, demand deposits and short-term investments with original maturities of 
three months or less from the date acquired by the Corporation. The carrying value of cash at 
December 31, 2019 was fully covered by Federal Depository Insurance. 
 
NOTE 3 – RESTRICTED INVESTMENTS HELD BY FISCAL AGENT 
 
Investments held by the fiscal agent consist of Liquidity Reserve, Turbo, Collection and Debt Service 
accounts. 
 
The Liquidity Reserve Account, administered by a trustee, was established and initially funded from 
bond proceeds. This account serves as collateral for the Corporation’s bonds and may be used to 
pay interest and required amortization payments. 

The Turbo Account, administered by a trustee, was established and serves to receive proceeds 
when a trapping event occurs. A Downgrade Trapping Event as defined in the Master Settlement 
Agreement (MSA) report is when as of any deposit date an Original Participating Manufacture 
(OPM) with a Market Share of 7% or more is rated below “Baa3” by Moody’s or “BBB” by S&P. 
 
The Collection Account, administered by a trustee, serves to receive proceeds from tobacco 
companies under the Master Settlement Agreement. Funds are transferred to the Debt Service and 
Turbo Accounts to cover principal and interest payments, respectively. The Collection Account is 
also used to pay certain Trustee fees. 

The Debt Service Account, administered by a trustee, serves to remit payments to bond service 
expenses. 
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NOTE 3 – RESTRICTED INVESTMENTS HELD BY FISCAL AGENT (Continued) 
 
The Corporation has the following restricted investments held by fiscal agents as of December 31, 
2019: 
 

United States Money
Treasury Notes Market Funds Total

(Level 1) (Amortized Cost) Investments

Liquidity Reserve 648,368$             -$                      648,368$        
Debt Service 11,993                 262                   12,255            
Turbo -                           3,701                3,701              
Collection -                           432                   432                 
Total 660,361$             4,395$              664,756$        

 
In accordance with GASB Statement No. 72, fair value measurements are identified as Level 1, 
Level 2, or Level 3. Level 1 fair value is based on quoted prices in active markets for identical 
assets. Level 2 fair value is based on significant other observable inputs. Level 3 fair value is based 
on significant unobservable inputs. The Corporation does not have any Level 2 or Level 3 
investments as of December 31, 2019.  
 
The Corporation’s investment policy is to invest in high-quality investments with a yield not to exceed 
the yield on the Tobacco Asset Securitization Corporation (TASC) bonds. Interest rate risk is the risk 
that changes in interest rates will adversely affect the fair value of an investment. The Corporation 
manages and attempts to minimize interest rate risk by investing in short-term investments that 
mature within one year, so that they can react to changing interest rates and invest in securities that 
provide the highest yield without exceeding interest rates on the TASC bonds. 

NOTE 4 – TOBACCO SETTLEMENT RECEIVABLE 

As purchaser of the County’s Tobacco Assets under the Master Settlement Agreement, per the 
Purchase and Sale Agreement dated August 25, 2005 and November 25, 2005 between the 
Corporation and the County, the Corporation obtained all rights, title, and interest, exclusive of the 
100% Beneficial Interest in the Residual Trust, of the Tobacco Assets. Total available funds over the 
life of the bonds including earnings on the Liquidity Reserve less annual operating expense 
allocations estimated at $59.6 million at the bond issuance date are dependent upon numerous 
variables. These variables are identified in the Bond Offering Statement dated August 25, 2005 and 
November 25, 2005. 

Collections of funds in excess of debt service requirements, should they occur, will be residual 
payments, the rights to which have been retained by the County. 

The Tobacco Settlement Receivable of $523,500 as of December 31, 2019 consists entirely of 
estimated revenue that will be received in 2020 for 2019 sales of tobacco. 
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NOTE 5 – BONDS PAYABLE 

On December 7, 2000, the Corporation issued $8,115,000 variable rate bonds. These bonds were 
part of the $227,130,000 New York Counties Tobacco Trust I, Tobacco Settlement Pass-Through 
Bonds, Series 2000. The Corporation’s bonds consist of serial bonds maturing in the years 2002 
through and including 2015, fixed term bonds maturing in the years 2016 through and including 2019 
and flexible term bonds maturing in the years 2020 through and including 2042. The Corporation’s 
bonds are secured by the Tobacco Settlement Revenues acquired from the County and by 
investment earnings on the Liquidity Reserve Account and on other accounts established under the 
bond agreement. The 2000 Bond Series was paid off in 2005. 

On August 25, 2005, the Corporation issued $11,672,040 variable interest bonds. These bonds were 
part of the $414,798,208 New York Counties Tobacco Trust IV, Tobacco Settlement Pass-Through 
Bonds, Series 2005 N-151. The Corporation’s bonds consist of $10,805,000 of current interest turbo 
bonds maturing in the years 2006 through and including 2045 and capital appreciation bonds of 
$867,040. There is no scheduled payment of principal or interest on the capital appreciation in the 
required schedule. 

Interest accrues on the capital appreciation bonds and is not payable until the Corporation’s bonds 
are paid in full. The Corporation’s bonds are secured by the Tobacco Settlement Revenues acquired 
from the County and by investment earnings on the Liquidity Reserve Account and on other 
accounts established under the bond agreement. The payment of interest and principal on these 
bonds started in 2006. The optional schedule shown below assumes that $3,535,000 in additional 
principal payments will be made in 2020. It is more likely than not that the full amount will not be paid 
in 2020 and as a result the interest presented could be significantly higher. 
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NOTE 5 – BONDS PAYABLE (Continued) 

On November 29, 2005, the Corporation issued $1,240,800 in variable rate bonds. These bonds 
were part of the $199,375,348 New York Counties Tobacco Trust V, Tobacco Settlement Pass-
Through Bonds, Series 2005 N-184. The Corporation’s bonds consist of turbo bonds maturing in the 
years 2026 through and including 2060. The Corporation’s bonds are collateralized by the Tobacco 
Settlement Revenues acquired from the County and by investment earning on the Liquidity Reserve 
Account and on other accounts established under the bond agreement. The projected start date for 
the payment of these bonds and interest is anticipated to start in the year 2026, when a portion of 
the August 2005 Series have been paid off. 

August 2005 Series - Required Schedule
Year Ending Principal Interest

2020 -                      429,213         
2021 -                      429,213         
2022 -                      429,213         
2023 20,000            428,737         
2024 220,000          423,038         

2025-2029 1,280,000       1,940,044      
2030-2034 1,650,000       1,577,000      
2035-2039 2,110,000       930,625         
2040-2044 2,715,000       511,875         

2045 625,000          15,625           
8,620,000       7,114,583      

Capital appreciation bonds 867,040          -                    
Prior year cumulative interest accrued on the capital

appreciation bonds 1,076,946       -                    
Current year interest accrued on the capital

appreciation bonds 121,278 -                    
10,685,264     7,114,583      

November 2005 Series (including accrued interest
of $2,431,329 at December 31, 2019) 3,672,129       -                    

Payable at December 31, 2019 14,357,393$   7,114,583$    
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NOTE 5 – BONDS PAYABLE (Continued) 

It is mandatory for the Corporation to make payments according to the required schedule to meet its 
obligations to the bond holders; however an optional flexible amortization payment schedule for the 
2005 Series allows for the bonds to be paid off in the year 2026. This accelerated payment schedule 
would reduce total interest expense over the remaining life of the bonds and will be utilized by the 
Corporation as funding allows. The Corporation has been paying between the required and the 
flexible schedule in the past. However, it is anticipated the Corporation will be paying on the required 
schedule for the foreseeable future.  

August 2005 Series - Flexible Schedule (Optional)
Year Ending Principal Interest

2020 3,535,000        341,731         
2021 725,000           236,125         
2022 770,000           198,750         
2023 820,000           159,000         
2024 875,000           115,625         

2025-2028 1,895,000        95,625           
8,620,000        1,146,856      

Capital appreciation bonds
2045-2055 2,065,264        -                    

10,685,264      1,146,856      

November 2005 Series (see previous page) 3,672,129        -                    

Payable at December 31, 2019 14,357,393$    1,146,856$    

 

NOTE 6 – CONCENTRATION OF RISK 

The ability of the Corporation to make debt service payments on the TASC Bonds is contingent upon 
the receipt of TSRs. TSR payments may vary based on inflation adjustments, volume of cigarette 
sales adjustments, litigation adjustments from non-settling states, offsets for miscalculated or 
disputed payments, federal tobacco legislation offsets, litigation releasing party offsets, and offsets 
for claims over the amounts of the award. 

NOTE 7 – ANNUAL OPERATING INCOME AND EXPENSE ALLOCATION 

A corporate annual operating expense has been established and will be funded by collections 
received under the Master Settlement Agreement. Future allocations will be adjusted for inflation and 
capped at that adjusted amount. 

NOTE 8 – RELATED ORGANIZATION  

County of Greene, New York 

The Corporation was formed by the County as an instrumentality of the County. The majority of the 
Corporation’s Board of Directors consists of County officials. The Corporation is a related 
organization of the County. The Corporation is treated as a blended component unit of the County, 
as defined by GASB Bulletin No. 2004-1 because the County appoints the voting majority of the 
Tobacco Settlement Authority’s (TSA’s) governing board and the TSA could provide specific 
financial benefits to the County. 
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NOTE 8 – RELATED ORGANIZATION (Continued) 

New York Counties Tobacco Trust I 

The Corporation is one of seventeen New York counties forming the New York Counties Tobacco 
Trust I (the Trust). The Trust was established to provide for the consolidation and sale of the 
seventeen TASC bonds. No TASC assets or revenues are available as security or as payment for 
any other TASC of the Trust. 

NOTE 9 – RELATED PARTIES  

The President and the Vice President/Treasurer of the Corporation are also the County Attorney and 
the Executive Fiscal Administrator, respectively, for Greene County. The President and Vice 
President/Treasurer were both paid $2,000 for their assistance with operating the Corporation for the 
year ended December 31, 2019.  

NOTE 10 – CONTINGENCIES  

The assets of the Corporation are not available to pay any creditor of the County. The bonds issued 
by the Corporation do not constitute a claim against the full faith, credit, and taxing power of the 
General Fund of Greene County. The ability of the Corporation to meet debt service payments of 
bonds is contingent upon the receipt of TSA’s. 

Currently a number of groups and organizations have initiated lawsuits against the Tobacco 
Securities that have passed the test of the lower courts and if these suits are successful they could 
have a detrimental effect on the current settlement arrangement that was initiated by the 
Corporation. These lawsuits, if successful, could have a major impact on the investors (bond 
holders) ability to continue to collect interest and principal payments. Due to the structure of the 
settlement and the bond sales, the Corporation has no liability if the settlement is rescinded in any 
way by the courts. A more detailed narrative can be found in the Administrative Agent Report issued 
by Bond Logistics, LLC (BLX) on November 30, 2011. 
 
NOTE 11 – SUBSEQUENT EVENTS 
 
Subsequent events have been evaluated through March 28, 2020, which is the date the financial 
statements were available to be issued. 

In December 2019, a novel strain of coronavirus disease (“COVID-19”) was first reported in Wuhan, 
China. Less than four months later, on March 11, 2020, the World Health Organization declared 
COVID-19 a pandemic.   

The extent of COVID-19’s effect on the Corporation’s operational and financial performance will 
depend on future developments, including the duration, spread and intensity of the pandemic, all of 
which are uncertain and difficult considering the rapidly evolving landscape. As a result, it is not 
currently possible to ascertain the overall impact of COVID-19 on the Corporation’s finances. 
However, if the pandemic continues to evolve into a severe worldwide health crisis, the disease 
could have a material adverse effect on the Corporation’s activities, results of operations, and 
financial condition.  
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN  
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors of 
     Greene Tobacco Asset Securitization Corporation: 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the financial statements of 
Greene Tobacco Asset Securitization Corporation (the Corporation) as of and for the year ended 
December 31, 2019, and the related notes to the financial statements, which collectively comprise 
Greene Tobacco Asset Securitization Corporation’s basic financial statements, and have issued our 
report thereon dated March 28, 2020. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Greene Tobacco 
Asset Securitization Corporation’s internal control over financial reporting (internal control) to 
determine the audit procedures that are appropriate in the circumstances for the purpose of 
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion 
on the effectiveness of Greene Tobacco Asset Securitization Corporation’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of Greene Tobacco Asset 
Securitization Corporation’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees in the normal course of performing their assigned functions, to prevent, 
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a 
material misstatement of the entity’s financial statements will not be prevented, or detected and 
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, 
in internal control that is less severe than a material weakness, yet important enough to merit 
attention by those charged with governance.  

Our consideration of internal control over financial reporting was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal control 
that might be material weaknesses or significant deficiencies and therefore, material weaknesses or 
significant deficiencies may exist that were not identified. We did identify certain deficiencies in 
internal control, described in the accompanying schedule of findings and responses as items 2019-
01 and 2019-02 that we consider to be material weaknesses. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Greene Tobacco Asset Securitization 
Corporation’s financial statements are free from material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements, 
noncompliance with which could have a direct and material effect on the determination of financial 
statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests 
disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 

Greene Tobacco Asset Securitization Corporation’s Response to Findings 

Greene Tobacco Asset Securitization Corporation’s response to findings identified in our audit are 
described in the accompanying schedule of findings and responses. Greene Tobacco Asset 
Securitization Corporation’s response was not subjected to the auditing procedures applied in the 
audit of the financial statements and, accordingly, we express no opinion on it. 

Purpose of this Report  

The purpose of this report is solely to describe the scope 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 
entity’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

 

Catskill, New York 
March 28, 2020 
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Findings 2019-01 

Material Weakness in Internal Control Over Financial Reporting – Recording of Principal 
Payments on Bonds Payable 

Criteria: 

Payments made during the year against outstanding principal of bonds payable should be 
recorded against the outstanding bond liability and not be recorded as expenses. 

Condition: 

During the audit, material adjustments were required to ensure the Corporation’s bond liability 
reflect actual payment activity made during the year ended December 31, 2019. 

Cause: 

Management’s review and reconciliation procedures are not sufficient to ensure activity and 
transactions made during the year are properly reflected on the Corporation’s basis of 
accounting. 

Effect or Potential Effect: 

Non-routine and material audit adjustments were necessary to ensure the Corporation’s bond 
liability at the end of the year properly reflect the outstanding principal balance based on the 
transactions that occurred during the year ended December 31, 2019. 

Recommendation: 

Management should discuss with its auditors the proper entries to record on their general ledger 
to correctly reflect bond principal payments made during the year. 

Responsible Official’s Response: 

Management will begin to discuss these transactions with their auditors in order to ensure the 
general ledger is correctly reflected on the Corporation’s basis of accounting. 

Findings 2019-02 
 
Material Weakness in Internal Control Over Financial Reporting – Estimation of the 
Corporation’s Expected Future Tobacco Proceeds 
 
Criteria: 
 
Management should develop and maintain an accurate and predictable process for estimating 
the Tobacco Receivable it records each year for future receipt of Tobacco Proceeds. 
 
Condition: 
 
During the audit, an adjustment was required to reduce the Tobacco Receivable to a more 
realistic balance based upon actual receipts in recent years. 
 
Cause: 
 
Management’s review procedures were not sufficient to ensure the estimated receivable was 
recorded at a realistic balance. 
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Effect or Potential Effect: 
 
A material audit adjustment was necessary to correct the Authority’s Tobacco Receivable 
balance as of December 31, 2019. 
 
Recommendation: 
 
Management should discuss with its auditors a more realistic approach to estimating its Tobacco 
Receivable before the end of its fiscal year. 
 
Responsible Official’s Response: 
 
Management will discuss and construct a more realistic approach and process for estimating its 
Tobacco Receivable each year.  

  
 

 




