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Emphasis of Matters

We draw attention to Note 1 in the notes to financial statements that indicates that these financial statements
present only the STASC and do not purport to, and do not present fairly the financial position of the County of
Sullivan, New York as of December 31, 2018 and the changes in financial position and cash flows for the year
then ended in conformity with accounting principles generally accepted in the United States of America. Our
opinion is not modified with respect to this matter.

We further draw attention to Note 4 in the notes to financial statements which discusses that the only
significant resource of the STASC is the right to receive tobacco revenues. A reduction in these revenues
would affect debt service coverage on the bonds. If the reduction were material, it could impair the ability of
the STASC to make turbo redemption payments or even its ability to pay required principal payments as they
are due. As a result, actual payments may not conform to either the turbo redemption maturities or the
required principal payments schedules. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management's
Discussion and Analysis be presented {o supplement the financial statements. Such information, although not
a part of the financial statements, is required by the Governmental Accounting Standards Board, who
considers it o be an essential part of financial reporting for placing the 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 financial
statements and other knowledge we obtained during our audit of the 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.

Other Reporting Required by Government Auditing Standards

in accordance with Government Auditing Standards, we have also issued our report dated March 12, 2019 on
our consideration of the STASC’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 the effectiveness of the STASC's 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 the STASC's internal control over financial reporting and
compliance.

PKE O CGramp vg LLP
PKF O’Connor Davies, LLP
Harrison, New York

March 12, 2019
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The notes to financial statements provide additional information that is essential to a full understanding of
the data provided in the statement of net position and the statement of revenues, expenses and changes
in net position. The notes to financial statements are located beginning on page 8 of this report.

Financial Analysis

Net position increased by $336,102 in 2018, compared with an increase of $168,303 in 2017, a
difference of $167,799. Recognition of tobacco settlement revenues increased $135,487. Non-operating
costs decreased $32,811 as compared to 2017.

Debt Administration

At the end of the current fiscal year, the STASC had total gross bonded debt for the 2016 Series B and C
bonds outstanding of $16,040,000. STASC made debt service payments during the year of $320,000.

Additional information on the STASC’s long-term debt can be found in Note 3 in the notes to financial
statements.

Economic Factors

The bonds are payable only from the assets of the STASC. STASC's only source of funds for payments
on the bonds is the collections of TSR's and amounts on deposit in pledged accounts (i.e. liquidity and
debt service reserve accounts) pursuant to the indenture. If a participating manufacturer becomes a
debtor in a bankruptcy case and defaults in making payments or cigarette consumption declines, funds
available to STASC to pay bondholders may be reduced or eliminated.

Requests for Information

This financial report is designed to provide a general overview of the STASC'’s finances for all those with
an interest in those finances. Questions and comments concerning any of the information provided in this
report should be addressed to Janet Young, President of the STASC, 100 North Street, Monticelio, New

York 12701.
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Sullivan County Tobacco Asset Securitization Corporation
(A Blended Component Unit of the County of Sullivan, New York)

Statement of Revenues, Expenses and Changes in Net Position
Year Ended December 31, 2018

OPERATING REVENUES
Tobacco settlement revenues

OPERATING EXPENSES
Professional fees
Insurance expense

Total Operating Expenses

Income from Operations

NON-OPERATING REVENUES (EXPENSES)
Interest income
Interest expense

Total Non-Operating Expenses
Change in Net Position

NET POSITION
Beginning of year

End of year

See notes to financial statements.

987,293

30,312
4,260

34,572

952,721

25,413
(642,032)

(616,619)

336,102

(15,146,078)

(14,809,976)




ovv'6

1£6LG $

Gor'esB $

¥89'02

1TL'Z56 $

8L1'62Z¢E'} $

6¥6'€0L')
622'522 $

8/1'6z¢e'} $

gLO'LPE’L

(8e¥'zZ1L)

(ggz'L10'L)

(962°169)
(000'02¢)

€l¥'sT

Sov'eL6

(2L6'7E)
L16'200'L $

'$JUSLUB)E)S |BIDURUI} O} SBJ0U 885

spuoq Bujpunjal Lo $S0] JO UONBZIOWE
LU0} S924N0SAI JO SMOYINO Palisjep Ul 9seal0a

wniweJd enss) jeuibuo
JO UONBZIHOWE Woy sjgeled spuoq Ui sseatns
SILINLOYV ONILSIANI HSYO-NON

sonIAlaY Bunelad WO UseD 19N

8|(eAIDOS] JUBSWIBISS 000EQO ]
sa|iqel pue s1asse ul sebueyp
sanAoe Buneiado Woly ysed j1au
0} suofielado WO} SLUCOUI B|1DUODSI 0} sjuasnipy
suonesado Wwouj swoou|

SILLIAILOVY ONLLVHIdO WOX¥H HSVD 13N
Ol SNOLLYYZ4O WOH4 IWOONI 40 NOLLVITIONOO Y

syugleainba pue yseo [elo]

siusjeAinba pue yseo paiduisey
sjug|eAlinba pue ysen

Jeak jo pug

Jeak jo BuuuiBag
SLNITVAIND3 ANV HSVD

sjusjeAlinb3 pue ysen ul abueys jeN
seniAoy Bupueuld jenden-uoN Lol Yseo 18N

pred jsalaju
s|qeded spuoq jo JuswAeday
SALLIAILDVY ONIDNVNID TV LIdYO-NON WOYA SMOTd HEVD

BWI0DU| }SB8JBU|

SAILIANILOV DNILSIANI WOYH4 SMOTd HSVYD
saniAnoy BupesedQ wod ysed 1IeN

siopusa 0} pied ysed

SBNUBABS JUBLISHISS 02RO} LLIOJ) PEAISSI YSBD
SIALLIAILOVY ONILYHIJO NOHA4 SMOTH HSYD

8107 'L ¢ 1oquusds( papul JeoA
SMO|4 USED 4O JusLUBelS

(OHOA MBN ‘UBAIINS JO AUNa) 8y} jo sun wauodwod pspusig v)
uoneiodion UOHEZIMINGSS J8ssy ©ooeqo} AJUNos UBAINS



(This page intentionally left blank)



"pOLINDU BB Sell|iqe! S} 8y} Je
pepioos) ale sesusdxs pue pouUlesd USUM papiodal ale sanuaaal ‘BuijunNodde JO SISEq [BNICO. 8y} Jepun
‘BUUNOo. JO SISE] [BNIOOR SU} U0 paulejuiew ale DSYIS 8y} JO SJUNoooe oy "sosuadxs pue senusaal
‘uoinsod 18U ‘S90IN0SSI JO SMOJUI POLISISD ‘SBIJIICEI| ‘S82IN0SA) JO SMOHIN0 Pallajep ‘sjosse s asudwoo
UoIYM SJUNODOE jO 198 Buipuejeqg-jes & yum Ajue Bupunodoe pue [eosy Juepusdspul ue si puny vy

uopejussald Jo siseq

‘sluUsWeIR)s [eIOUBUY S) Ul AJUNOD By} O Jun Jusuodwod papusiqy
g se pojodel S| DSVIS Ul SonuUsAsy ainn4 pue SJessy JO sugjsuel] Ajuz-enu pue senusray
aimin- pue sejgeaeosy J0 sebpojd pue seles, ‘gy 'ON Juswelels gsvyo AqQ pepsasiadns Jo/pue pepusuie
se ‘senss; Awug Buuodey Jerousui4 pue uonubosey Juswses 000eqo), ‘L-F00Z 'ON unsjing
jesiuyos ] (. gsvo,) pieog spiepuelg Bupunoosoy [ejuswiuisacs) Ag pepiaoid souepinb eyl uo peseg

uopugeq Auz

‘sjuewiAed Juswgpes 020eqo} ainjni Ag
Ajuo painoas s1 pue AJUNcy) By JO 1gep PRIepISUOD JoU S| SBNUBASI 8S8Y) SZIIN28s 0) DSV.LS Ag panssi
19ep sul (\S.MSL,) senusaey luswapesg oooeqe) pabpeid wioly Ajejos painoes pue woll ejgeled
aJe spuog 9107 seueg ey ‘swaeloid jeudes aunny Joj pue sejonN uoneddnuy puog jendes Buipueisino
16 uoidod wauno sy Jo Aed o} spuny yim Ajunog sui spinoid (p pue spuog gL0zZ seueg eyl o} pajeled
souEnss! Jo s1800 uleleD Aed (g ‘jeas) pasnbal syl Je JUNodoY sAlesey Alpinbil syl puny (Z ‘spuod L00Z
seuag BuipueisiNe 8y} punel (| O} pPasn aJam Ydlym jo spesooud ay) ‘(,81L02 seues, AlBAlDs|joo) spuog
ULe] 0ginj DOLOZ pue spuog wisl/euss €910z seues 'spuog ubnoiyj-ssed JusWeleg 000eqoL
10 000'689'GL$ pensst OSYLS ‘9L0z Buung "000°LF0'GL$ 10} DSVLS 0} Seudeq Juesuod syl pue
YSIA 84} Jepun sjuswiAed saledsal 0} 1selalul pue s ‘siybu aining sy Jo jje pjos Aiunog 8y ‘L0z Buung

"BR)S BUf} UM SBIUNOCD JBYJO e PUB YIOA MaN Jo AlD ay)
‘o1e18 2y Buowe Jepulewsal sy) pue AJUNoD 8y} o} sluswied jenuue pue [eniul sy} Jo sleys apim-a)els
SIU] JO %GG L 0 POJEJ0|B ‘8661 JoquIsoa( Ul JI0A MBN Jo AjUN0D By} Joj JIOA MN jO 8lels 8yl Jo LnoDd
swLaldng eyl Ul OlUI PBISIUS SBM UDIYM ‘92109 JUSSUOD JIOA MBN 8yl ‘siuswAed |enuue pue [eniul
8y} Jo %9/°Z) Alelewixoidde aA@081 O} PajlIus Si YIOA MON JO 91eIS 8y} ‘YSIN aul Jepun  "sjuswided
uleuso ayew o) siaanpeinuew Bupedipiped sy Aq Juewsesbe ue oy abueyoxs ul swWiep pslelel
Bunjows ainny pue wssaid ‘ised jje aes o) pasibe sisinpejnuew Bunedpied ay) pue salels Bulnes
8U) ‘VSIN Ul 0} Juensing "sienjoeinueus 020eqo] ‘SN pue salels Buines eyl usamieq uolebi
pejejas-Buniows anelebin psajosal ‘(\YSIW,) Juswselby juswseg Joiseiy syl se umouy ‘Juswoaibe
BUjl ‘9661 ‘€7 IOGLUSAON UO OJUl PBISlUS SBM SISINjOBJNUEW 020BCO} Solels peuun jsabie) unoj
oy} pue (,sa)elg Bulpnes,) SeLIolLIS) SNOUEA PUB Saje)s OF jo [eisuab sheusope ay) Buoule Jusweslbe uy

‘slo)e|siBa jo pieog s.AlunoD ay) jo Jepea] Ajoulp oy} pue siojejsibeT] Jo pieog
s fQunoo ay} jo JspeeT Awolepy eyl ‘siojejsibe jo pieog sAunod syl jo uewdieyD oy} ‘Juswiabeuepy
[eloUBUI4 10 JBUOoISSILIWOY s Auno) ayy ebeuepy Ajunod (A1UN0D,) SHIOA MSN ‘UBAINS JO AJUN0D aul
‘SIeqUUSL BAl JO SISISUOD HSVYLS JO SIoaad Jo pieog sy SHOA MBN JO SIEIS 8U} JO MmET salloyiny
aljang ey} o3 wensind pue me uonelodiol HOI4-JO4-JON 91BIS oA MSBN Byl JO Ll uonoes
10 suoisiacid ey} Jepun peziueBio sem QSyIS ‘uopesodiod juswdoeAsp [e00] ejowel-Aojdnnjueq
‘esodind |ewads B s (,OSVYLS,) uonelodion uoneziunoeg jessy 000eqoj AJUnoD UueANG 8yl

SSOUISNE JO SINJEN

€8]diolild BURURODJY JUBSIIUDIS 10 AIBWUING pue sSsaulsng Jo SIMeN - | 210N

81L0¢ L€ sequisde(
SJUSWISIELS [e1oueU] 0} SBJON

(3UOA MBN ‘UBAIIING JO AJUNOD) By} JO Jiun Jusuodwoy) pepusig V)
uopesodion uoneznINOeg }@ssy 099eqo] AJUNOY) UBALING



Sullivan County Tobacco Asset Securitization Corporation
(A Blended Component Unit of the County of Sullivan, New York)

Notes to Financial Statements (Continued)
December 31, 2018

Note 1 - Nature of Business and Summary of Significant Accounting Principles (Continued)

The accompanying financial statements present only the activities of the STASC and do not purport to,
and do not, present fairly the financial position of the County as of December 31, 2018 and the changes
in its financial position for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Cash and Equivalents

Cash and equivalents consist of funds deposited in demand deposit accounts, time deposit accounts and
short-term investments with original maturities of less than three months from the date of acquisition.

Restricted Cash and Equivalents

The terms of the bond indenture provide for the establishment of a liquidity reserve. The reserve has
been established at the maximum annual debt service requirements for Series 2016B Serial/Term Bonds
and interest on 2016C Turbo Term Bonds in the current and any future fiscal year, assuming principal is
paid in accordance with the requirements of the indenture.

Deferred Outflows/inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element represents a consumption of
net position that applies to a future period and so will not be recognized as an outflow of resources

(expense) until then.

in addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element represents an acquisition of net
position that applies to a future period and so will not be recognized as an inflow of resources (revenue)

until that time.

The STASC has reported deferred outflows of resources of $217,129 for a deferred loss on refunding
bonds in the Statement of Net Position. This amount results from the difference in the carrying value of
the refunded debt and its reacquisition price. This amount is deferred and amortized over the shorter of
the life of the refunded or refunding debt.

Tax Status

The STASC is exempt from federal income tax under Section 501 (a) of the Internal Revenue Code as a
501(c)(3) organization.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
deferred outflows of resources, liabilities and deferred inflows of resources and disclosures of contingent
assets and liabilities at the date of the financial statements. Estimates also affect the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those estimates.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the STASC'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.

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 STASC'’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 STASC’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

PRE O CGrnn, Daves, LLP
PKF O'Connor Davies, LLP
Harrison, New York

March 12, 2019
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