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Report of Independent Auditors onrinternal Control over Financial Reporting and on
" Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

¢

- To the Board of Directors of .
Dutchess Tobacco Asset Securitization Corporation:

‘We have audited the statement of net assets (deficit) and governmental fund balance sheet and the
related statement of activities and governmental fund revenues, expenditures and changes in fund
balance of Dutchess Tobacco Asset Securitization Corporation (a blended compeonent unit of Dutchess
County, New York), (the "Gorporation™) as of and for the year ended December 31, 2009, and have
issued our report thereon dated March 26, 2010. We conducted our audit in accerdance with auditing
standards genera]ly accepted in the Un:ted States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control Over Finangcial Reporting

In planning and performing our audit, we considered the Corporation's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing out opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the

Corporation's internal control over financial reporting. Accordingly, we do not express an opmlon on

" thig effectiveniess of thie Corporation's internal control over financial reporting.

A deficiency in internal controf 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
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 ¢n a
timely basis.

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 deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over financial-reporting that we consider to be material weaknesses, as
defined above. '




Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Corporation's financial statements are
free of 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.

This report is intended solely for the information and use of management, others within the entity and

the Office of State Comptroller and is not intended to be and should net be used by anyone other than

these specified parties.

March 26, 2010



Annual Report for Dutchess Tobacco Asset Securitization Corporation

Fiscal Year Ending 12/31/2009

Run Date: 03/30/2010

Status: CERTINFIED

Governance Tnformation (Buthority-Related)

Question : ) Responge URL (if applicable)

1. Has the authqrity-prepaxed its annual report on operations and Yes The authority does not have a website or is unable to post documents
accomplishments for the reporting period as regquired by secticn 2800 of to its website.
PAL? . :

2. As required by section 2800(9) of PAL, did the authority prepare an No
assessment of the effectiveness of its internal controls?

3. Has the lead audit partner for the independent audit firm changed in the | Yes N/A
last five years in accordance with section 2802{4) of PAL?

4. Dees the.independent auditor provide non-audit services to the No N/A
authority?

5, Does the authbrity have an organization chart? Yes The authority does not have a website 'or is unable to post documents

to its website.
6. Are any authority staff also employed by another government agency? No
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Annual Report for Dutchess Tobaceo Asset Securitization Corporation
Fiscal Year Endirg 12/31/2009

Run

Date: 03/30/2010

Status: CERTIFIED
Governance Information (Board-Related)
Questicn Response TRL
1. Has the Board established a Governance Committee in accordance with Yes N/A
Section 2824(7) of PAL?
2. Has the Board established an Audit Committee in accordance with Yes N/A
Section 2824 (4) of PAL?
3. Provide a URL link where a list of Board committees can be found The authority does not have a website or is unable to post documents
(including the name of the coumittee and the date establighed): to its website.
4. Does the majérity of the Board meet the independence requirements of Yes N/A
Section 2825(2) of PAL? :
5. Providé a URL link to the minutes of the Board and committee meetings The authority does not have a website or is unable to post documents
held during the covered fiscal year to its website.
6. Has the Board adopted a statement of Board duties and Yes The authority does not have a website or is unable to post documents
respongibilities? ) to its website.
7. Has the Board adopted bylaws and made them available to Board members Yes The authority does not have a website or is unable to post documents
and staff? ‘ to its website. )
8. Has the Board adopted a code of ethics for Board members and staff? Yes The authority dees not have a webeite or is unable to post documents
' to its website.
9. Doee the Boaid review and monitor the. authority's implementation of Yes N/A
financial ‘and management controls?
10.Does the Board execute direct oversight of the CEQ and management in Yes N/A
accordance with Section 2824 (1} of PAL?
11.Is there a separation of the Board and CEG/Senior Management Yo N/A
positions in:accordance with Section 2824 (3) of DAL?
12.Has the Board adopted policies for the following in accordance with .
Section 2824 (1) of PAL?
Ssalary and Compensation Yes N/A
Time and Attendance Yes N/A
Whistleblower Protection No N/A
Defense and Indemnification of Board Members Yes N/A
13.Has the Board adopted a policy prohibiting the extension of credit to Yes N/A
Board members and staff in accordance with Section 2824 (5) of PAL?
14.Are the authority's Board members, officers, and staff required to Yasg N/A

submit financial disclosure forms in accordance with Section 2825(3)
of PAL?
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Annual Report for Dutchess Tobacco Asset Securitization Corporaticn

Fiscal Year End:i.ng 12/31/20008

. Run Date: 03/30/2010
Status: CERTIFIED

Boaxrd of Directors Listing

Name Chair? |If Yes, Appointed Nominated Confirmed |Complied Alao Also Term Term
Chair By By by Senate |w/Training holds holds Btart Expiration
Dezgignated Requirement | elected or |elected or | Date Date
By of . appointed |appointed -
Section State municipal
2824 government |govermment
pogition? position?
Montgomery, Paul? No Local Local No No No 11/18/2003 Pleasure of
: Authority
Betros, Michael : No Local Local Neo No No 03/15/2010 Pleasure of
. Authority
Wozniak, Ronald L |Yes Elected by Local Local Yes No Yes 07/13/2005 Pleasure of
: Beard

Authority
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Annual Report for Dutchess Tobacco Aspet Securitization Corporation

Figeal Year Ending 12/31/2009

Run Date: 03/30/2010
Status: CERTIFIED

staff Listing

Name Title: Group Department |Unien
/ Name
Subaidiary

Barga-
ining
Unit

Full |Exempt|{hAnnualized Bonus
Time/ |Indi- |Salary Amount
Part [catoxr |paid by paid by
Time Authority Authority

Over

time
Amount -
paid by
Authority

Total
Compens
‘~ation
paid by
Authority

Individual
algo paid by
anothexr ’
entity to
perform the
work of the
authority

|TE£ ves,

ie the
payment. made
by state oz
local
govaerament?

This :authority has dndicated

that it has no staff during the reporting period.
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Annual Report for Dutchess Tobacco Agset Securitization Corporation
Fiscal Year Ending 12/31/2009

Run Date: 03/30/2010

Status: CERTIFIED
Benefit Information
During the fiscal year, did the authority centinue to pay for any of the above mentioned benefits for
; : No -
Boaxrd Members
Name Title Severance |Payment |Club Use cof Persgonal |Aute [Transpo- |Housing |Spousal / |Tuition [Multi- None Other
: Package for Member- |Corporate |Loane rtation Allow- Dependent |Assist- |Year of
Unused ship Credit ance Life ance Employ- |These
Leave Cards Insurance meng Benefits
Wozniak, Board of X
Ronald L Directors
Montgomery |Board of X
. Paul Directors
Betros, Board of X
Michael Directors
staff )
ame Title Severance |Payment [Club Use of Personal {Autec |Transpo- |Housing |Spousal / |Tuition [Multi- None Other |~
' Package Loxr Member- |Corporate |Loans rtation Allow- Dependent |Assist- |Year of
Unused ship Credit ance Life ance Employ-~ |[There
Leave Cards Insurance ment Beneflts

No Data has been entered by the Authority for this section in PARIS
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Annual Report for Dutchess Tobacco Asset Securitization Corporation
‘Figeal Year Ending 12/31/2009

Run Date: 03/30/2010

Subsgidiary/Affiliate Verifleation

Is the list of subsidiaries, as assembled by the Office of the State Comptroller, correct?

Yes
Are there other affiliates or subsidiaries of the authority that are active, not included in the PARIS reports submitted by this authorit N

Status: CERTIFIED

o
Name of Subsidlary/Affilliate Status Requested Changes ]
Subsidiary/Affiliate Creation
Name of Subsidiary/Affilliate Establishment Entity Purpose
Date
Subsidiary/Affiliate Termination :
!Name of Subsidiary/Affilliate | Termination Date Termination Reason

Proof Termination

No Data has been entered by the Authority for this section in PARIS
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Annual Report for Dutchess Tebacco Asset Securitization Corporaﬁion

Fiscal Year Ending 12/31/2009

Run Date: 03/30/2010
" Status: CERTIFIED

Summary Financial Information

SUMMARY STATEMENT OF NET ASSETS

Agsets -
Current Agasets
Cash and cash equivalents :
Investment?
Receivables, net
Other assets
Total Currént Apsets
Noncurrent Aaﬂetﬁ
Restricted cash .and investments
Long-term receivables, net
'éther asseﬁs
Capital Aésets
Land énd other nondepreciable ﬁroperty
Buildings and eguipment
Infraétructure
Accumﬁlated depreciation
Net Cépital Agsets
Total Non&urrent Anpetp

Total Agsets

$61,342
$60,650

50
$3,441,438
$3,563,430
$3,555,357
$0
$1,003,109
$0

$0

50

50

50
$4,598,466

$8,161,896
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Znnual Report for Dutchess Tobacco Asset Securitization Corporation
Fiscal Year Ending 12/31/2009

Run Date: 03/30/2010

Status: CERTIFIED

Summary Financial Information

SUMMARY STATEMENT OF NET ASSETS

Liabilities

Current Liabilities

Accounts gayable

- Pengion cdntribution payable

Other post-employment benefits
- Accrued liabilities

Deferred fevenues

Bonds andénotES payable

Othexr 10n§—term cbligations due within one year

Total Current Liabilities

Noncurzent Liabilities

Pension contribution payable
Other posﬁ—employment benefits
Bonds and;nctes payable

Other long—term obiigations
Total Nondurrent Liabilities

Total Liabilitiea
Net Asset (Deficit)

Net Asset

Invested in capital assets, net of related debt
Restricted

Unrestricted

Total Net BAesets

$0.

$0

40
$8,303,905
$0

$0

50
$8,303,905

50
50
50
$62,554,343
$62,554,343
$70,858,248

50
{$62,696,352)

50
($62,6596,352)
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Annual Report for Dutchess Tobacco Asset Securitization Corporation Run Date: 03/30/2010
Figecal Year Ending 12/31/20009

Status: CERTIFIED

Summary Financial Information

SUMMARY STATEMENT OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS

Operating Revenueg

Charges for services

$0
Rental & financing income $0
Cther operating revenues $3,940,346

Total Opexating Revenue $3,940,346
Operating Exgenaés

Salaries and wages

S0
Other eﬁpioyee benefits 50
Professioﬁal services contracts $61,312
Supplies-ﬁnd materials 50
Depreciation & amortization 587,149
Other opefating expenses $0
Total Opexating Expenses $148,461

Cperating Incomé (Losg)

$3,791,885
Nopoperating Revenues

Investment earnings

$165, 780
State subéidies/grants 50
Federal sqbsidies/grants 50
Municipal isubsidies/grants $0
Public auﬁhority subsidies §0
Other nonoperating revenues $0
Total Ncnéperating Revenua $165,780
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Annual Repoxt for Dutchess Tobacco Asset Securitization Corporation
Flacal Year Ending 12/31/2009

Run Date: 03/30/2010

Status: CERTIFIED

Sumrary Financial Information

SUMMARY STATEMENT OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS

Nonoperating Expensas

Interest ind other financing charges

$4,449,862

Subsidies ‘to other public authorities $0

Grants and donatione R 50

Cther nondperating expenses ) 30

Total NonSperating EXpensges / 54,445,862

Income (Loss) Before Contzributions ($452,157)
Capital Contributions - %0
Change in net as?ets (54592,197)
Wet agsets (defiéit) beginning of vear ($62,204,155)
Other net aasefsgchangés 50 ]
:Net agsets {deficit) at end of year {$62,696,352)
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Annval Report for Dutchess Tobacco Agset Securitization Corporation
Figeal Year Ending 12/31/2009

Current Debt

Run Date: 03/30/2010

Status: CERTIFIED

Question Responee
1. Did the Authority have any outstanding debt, including conduit debt, at any point during the reporting period? Yes
2. If yes, has the Authority issued any debt during the reporting period? No

New Debt Issuances List by Type of Debt and Program

No Data has been entered by the Authority for this section in PARIS
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Annual Report for Dutchess Tobacco Asset Securitization Corporation

Fiscal Year Ending 12/31/2009

Run: Date:

03/30/2010
Status: CERTIFIED

Schedule of Authority Debt

Type of bPebt

Statutory
Authorization
($)

Outstanding Start
of Fiscal year
(s)

New Debt
Igguances

(3}

Debt Retired
(€3]

Qutstanding
End of
Fiscal Year ($)

State Obligation
State Guaranteed

State Supporéed

State Continéent Obligation

State Moral ébligation

Othe; State funded
Authority Oblig%tion

General Obiigation
" Revenue

Cther Non-State Funded

Conduit Debt

66,271,279.00

2,165,000.00

64,106,279.00
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Annual Report for Dutchess Tobacco Asset Securitization Corporation
Fiscal Year Ending 12/31/200%

" Rup, Date: 03/30/20L0
Status: CERTIFIED

Rezl Property Acquisition/Disposal List

This Authority has indicated that it had no real property acquisitions or disposals during the reporting period.
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Annual Report for Dutchesgs Tobaccod Asset Securitization Corporation : Run Date: 03/30/2010

Fiscal Year Ending 12/31/2008 Status: CERTIFIED

Pergonal Property

Thig Aﬁthority hag indicated that it had no personal property disposals during the reporting period.
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Annual Report for Dutchess Tobacco Asset Securitization Corporation
Fiascal Year Ending 12/31/20009

Run Date: 03/30/2010
Status: CERTIFIED

Property Documents

officer who shall be responsible for the authority's compliance with and enforcement
of such guidelines?

Question . : Regponse | URL (if applicable)
1. In accordance with Section 28596 (3) of PAL, the authority is required to prepare a No
report at least annually of all real property of the autherity. Has this report been
prepared?
2.Has the authority prepared policies, procedures, or guidelines regarding the use, Mo
awarding, moniﬁoring, and reporting of contracts for the acquisition and disposal of '
property? ) 3 .
3. In accordance with Section 2896{1) of PAL, has the autherity named a contracting No
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Annual Report for Dutchess Tobacco Asset Securitization Corporation
Figcal Year Ending 12/31/200% .

Run Date: 03/30/2010

Status: CERTIFIED

Grant Information

This Authority has indicated that it did mot award any grants during the reporting period.
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Annuval Report for Dutchess Tobacco Asset Securitization Corporation o ’

Run Date: 03/30/2010
Figcal Year Ending 12/31/2009 Statug: CERTIFIED

Loan Information

This Authority has indicated that it did not award any loans during the reporting periecd.

. . Page 17 of 19




annual Report for Dutchess Tobacco Asset Securitization Corporation ' Run bate: 03/30/2010

Fiscal ¥Year Ending 12/31/2009 Statuas: CERTIFIED

Bond Information .
‘This Authority has indicated that it did not have any outstanding bondas during the reporting period.

<
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Annual Report for Dutchess Tobacceo Asset Securitization Coxporation - '
Fiscal Year Ending 12/31/2009

Run Date: 03/30/2010

Status: CERTIFIED

Additional Commentg:
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Certified Finanecial Audit fox Dutchess Tobacco Asset Securitization Corporation

Run Date: 03/30/2010
Figcal Year Ending 12/31/2009 Status: CERTIFIED
Financial Documents:
Quesgtion: Responsge URL (if applicable)
1. Has an independent audit of the authority's financial Yes The authority does not have a website or is unable to post
statements been completed? ' documents to its website.
2. Has the authority's independent auditor issued a No
management letter to the authority in connection with its
audit’ of the authority's financial statements?
3. Has the ‘authority's independent auditor issued a Report on Yes

Internal Controls Over Financial Reporting to the
authority?

The authority does not have a website or is umable to post
documents te its website.

Page 1 of 2




Certified Fimaneial Audit for Dutchess Tobacco Asset Securitization Corporatiom Run Date: 03/30/2010

Fiscal Year Ending 12/31/2009 ' Status: CERTIFIED

Additiopal Comments:

Paga 2 of 2




Dutchess Tobacco Asset

Securitization Corporation

(A blended component unit of Dutchess County, New York)
Management’s Discussion and Analysis
and Basic Financial Statements
December 31, 2009
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| PR/CEVWRHOUSE@OPERS

677 Broadway

Albany NY 12207
Telephone (518) 462 2030
Facsimile (518} 427 4489

Repdrt of Independent Auditors

" To th'e' Board of Directors of
Duichess Tobacco Asset Securitization Corporation:;

In our opinion, the accompanying statement of net assets (deficit) and governmental fund balance sheat
and the related statement of activities and governmental fund revenues, expenditures and changes in
fund balance present fairly, in all material respects, the financial position of Dutchess Tobacco Asset
Securitization Corporation (a blended component unit of Dutchess County, New York), (the "Corporation")
at December 31, 2002 and the changes in financial position thereof for the year then ended in conformity
with accounting principles generally accepted in the United States of America. These financial -
statements are the responsibility of the Corporation’s management. Our responsibility is fo express an
opinion on these financial statements based on our audit. We conducted our audit of these statements 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 of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audit provides a
regsonable basis for our opinion,

In accordance with Government Auditing Standards, we have also issued our report dated March 25,
2010 on our consideration of the Corporation's intemnal control over financial reporting and oni our fests of

matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the resuits of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of
our audit. ' ‘

The managemeént's discilssion and analysis on pages 2 through'6 is not a reqiréd part of the basic ~
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

S

~ March 26, 2010

PricewaterhouseCoopers LLP -




Dutchess Tobacco Asset Securitization Corporation
(A blended component unit of Dutchess County, New York)
Management’s Discussion and Analysis

December 31, 2009

The following discussion and analysis of the financial statements of the Dutchess Tobacco Asset
Securitization Corporation {the “TASC” or “Corporation”} provides an overview of the Corporation’s
financial activities from January 1, 2009 to December 31, 2009. It should be read in conjunction
with the basic financial statements and notes to the financial statements contained herein.

This report of the TASC includes statements that are not historical or current facts and are
considered “forward looking statements” under accounting principles generally accepted in the -
United States of America. Forward looking statements are subject to certain risks and
uncertainties that could cause actual results to differ materially from those presently anticipated.
The management of the TASC cautions readers not to place undue reliance on any such forward
looking statements. Some of the factors that could cause actual results to differ materially from
forward looking statements include, for example, a change in realized tcbacco settlement
payments or other uncertainties not identified at this time.

The TASC undertakes no obligation to publicly correct or update any forward looking statement if it
later becomes aware that such results have not or are not likely to be achieved.

The Corporation

The Corporation was formed on December 1 2003. In December 2003, the Corporaticn entered
into a Purchase and Sale Agreement with the County of Dutchess to purchase the rights, title and
interest in Tobacco Seitlement fund [tigation awards in the amount of $41.97 milflion,.under a
Master Settlernent Agreement (the “MSA”). The MSA was entered into on November 23, 1998,
among the Attorneys General of 46 states, the District of Columbia, the Commonwealth of Puerto
Rico, Guam, the U.S. Virgin Islands, American Samoa and the'Commonwealth of the North
Mariana Islands (collectively the “Settling States”) and the four largest United States tobacco
manufacturers” Philip Morris Incorporated, R.J. Reynolds Tobacco Company, Brown & Williamson
Tobacco Corporation, and Lorillard Tobacco Company (collectively the "Original Participating
Manufacturers or “OPMs”). The MSA resolved cigarette smoking-refated claims by the Settling
States, and provides for a continuing release of future smoking-related claims in exchange for
certain payments {o be made o the Settiing States. The MSA also provides for the imposition of
certain tobacco advettising and marketing restrictions, among other things. The Corporation is not
a party to the MSA.

On December 18, 2003, the Corporation, together with local development corporations in Rockland

and Oswego counties formed a pool known as the New York Counties Tobacco Trust Ill and issued

$79.7 million in Tobacco Settlement Pass-Through Bonds Series 2003 (Turbo Term Bonds). The
TASC's share of the pool totaled $47.8 million.

In November 2005, the Corporation entered into a Purchase and Sale Agreement with the County

of Dutchess o purchase the rights, iitle and interest in Tobacco Settlement fund litigation awards in
the amount of $25.5 million. On November 28, 2005, the New York Counties Tobacco Trust V was
formed and issued $199.4 million in Tobacco Settlement Bonds Series 2005 [Subordinate Turbo
Capital Appreciation Bonds {"CABs")]. The TASC's share of this pool totaled $26.2 milion.

Both Series of bonds are collateralized by, and payable from, ali of the annual payments allocated
to the County under the MSA. The bond payments are due on the Subordinate Turbo CAB bonds
after the series 2003 Term bonds are paid in order to match the cash flows of the underlying
collateral. On December 31, 2009, $36,318,064 and $26,236,279 (excluding accrued interest of
~ $8,303,902) remained outstandmg under the Turbo Term Bonds and the Subordlnate Turbo CABs,

respectively.




Dutchess Tobacco Asset Securitization Corporation
{A blended component unit of Dutchess County, New York) -

Management Discussion and Analysis
December 31, 2009

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Corporation's basic
financial statements. The Corporation’s basic financtal statements consist of three components: 1)
government-wide financial statements, 2) governmental fund financial stafements, and 3) notes to
the financial statements. Due to the single purpose nature of the activities of the Corporation, the
government-wide and governmental fund financial statements have been presented together with
an adjustments column reconciling the differences.

The Statement of Net Assets (Deficit) and Governmental Fund Balance Sheet includes all of the
Corporation’s assets and liabilities and provides information about the nature and amounts of
investrments in resources (assets) and the obligations to Corporation creditors (liabilities). 1t also
provides the basis for computing rate of return, evaluating the capital structure of the Corporation
and assessing the liquidity and financial flexibility of the Corporation. The Statement of Net Assets
(Deficit) column reports information about the Corporation using accounting methods similar to
those used by private sector companies (accrual basis of accounting) and presents all assets and
liabilities of the Corporation — both current and long-term. The Governmental Fund Balance Sheet
focuses on the Corporation’s balances of spendable resources available for the payment of
governmental expenditures rncludlng payment of debt service requirements at the end of the
current period.

All of the current period’s activity is accounted for in the Stafement of Activities and Govemnmental
Fund Revenues, Expenditures and Changes in Fund Bafance. These statements measure the
success of the Corporation’s operations and can be used to determine the Corporation's ability to

_meet its financial objectives and credit-worthiness. The Statement of Activities column presents
information on how the Corporation’s net assets changed during the most recent fiscal period. All
changes in net assets are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows. The Governmental Fund Revenues,
Expenditures and Changes in Fund Balances focuses primarily on the Corporation's other
financing sotrces for the fiscal year.

Summary of Financlal Results
Government-Wide Financial Statements

The table below summarizes the Carporaticn’s Statement of Net Assets (Deficit) at December 31,
2009 and 2008.

2009 2008 Change Change
Cash and cash eguivalents and restﬂcted investments 3,563430 $ 3,526,218 37.214 1.06%

' Due from other governments 3,695,357 4,015,845 (420,588) " -10.47%
Other assets 1,003,109 1,020,708 (17,598) -1.72%
Total assets 8,161,806 § 8,562,869 {400,973) -4.68%
Accrued interest payable 8,303.902 $ 6,117,231 2,186,671 35.75%
Bonds payable 62,554,343 64,649,793 {2.095,450) -3.24%
Total liabilities 70,858,245 $ 70,767,024 '91,221 0.13%
Total net assels {deficit) (62,696,349) § (62,204,155) (492,194) 0.79%




Dutchess Tobacco Asset Securitization Corporation
(A blended component unit of Dutchess County, New York}

Management Discussion and Ana!ySIS
December 31, 2009

At December 31, 2009, the Corporation assets amounted to $8.2 million, of which $3.5 million is .
restricted cash and investments and $3.6 million is due from other governments for 2009 tobacco
settlement revenue expected to be received in 2010. At Décemnber 31, 2009, total liabilities of the
Corporation amounted to $70.9 million, of which $62.6 million is bonds payable. The change in net
assets (deficit) from 2008 to 2009 relates primarily to the receipt of tobacco settlement revenue of
$3.9 million offset by interest expense of $4.4 million. Accrued interest increased by $2.2 million

" due to the accrual of interest on the Subordinated Turbo CABs which will not be paid until the
Turbo Term Bonds are paid in full, currently scheduled in 2043.

Statement of Activfties. The table below summarizes the Corporation’'s Statement of Activities for
the years ended December 31, 2008 and 2008.

2009 : 2008 Change Change
Revenues ‘ i $ 4,106,130 % 4298283 3§ (162,153) (4.47)%
Expenses ) : 4,598,324 4,589,796 8,528 0.19 %
Decrease in nef assets (deficit) : (492,184) {291,513) {200,681) (68.84)%
Net assets (deficit) - beginning of year (62,204,155} (61,912,642) {261,513) (0.47Y%
Net assets {deficit} - end of year $ (62,696,349} $ (62,204,186) $ (482,194} (0.79)%

In 2009, the Corporation's revenues consist of $3,940,000 of tobacco settlement revenue and
$166,000 of investment income. In 2009, the Corporation’s expenses consisted of, interest
expense of $4,450,000, administrative expenses of $61,000 and amortization expense of $87,000
as compared to interest expense of $4,408,000, administrative expense of $93,000 and

amortization expenses of $89,000 in 2008.

Governmental Fund Financial Statement
Governmental Fund Balance Sheet The table below summarizes the Corporation’s Balance Sheet

at December 31, 2008 and 2008.

e 2009 e 2RO B e BN BTGB e CRBAG o e
Total assefs . $ 7158787 §& 7542161 3  (383,374) (5.08)%
Total fund balance $ 7,158,787 § 7,542,161 § (383.374)‘ (5.08)%

The Corporation’s assets,"as reported on the Governmental Fund Balance Sheet, amounted to.
$7.2 miliion at December 31, 2008, which include cash and cash equivalents, restricted
investments and amounis due from other governments.
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Governmental Fund Statement of Revenue, Expenditures, and Changes in Fund Balance. The
table below summarizes the Corporaticn's Governmental Fund Revenues, Expenditures and
Changes in Fund Balance for the years ended December 31, 2009 and 2008. '

2009 2008 Change Change
Revenues $  4,106130 $ 4,208,283 $  (192,153) (4.47)%
Expenditures ' 4,489,504 4,249,862 239,542 '5.64 %
(Deficiency) excess of revenues over expenditure (383,374) 48321 (431,695} (893.39)%
Fund balance - beginning of year 7,542,161 7,493,840 48,321 0.54 %
Furd balance - end of year . $ 7,158,787 % 7,542,161 § (383,374) - {5.08)%

In 2008, revenues of $4,1086,000 reflect $3,940,000 in tobécco settlement revenue and $166,000 in’

investment income, whereas in 2008, revenues of $4,298,000 reflect the receipt of $4,119,000 in
fobacco settlement revenue and $1179,000 in investment income.

In 2009, the Carporation’s expenditures primarily include repayment of principal of $2,165,000,
interest expense of $2,263,000 and administrative expenses of $61,000, whereas in 2008,
expenditures primarily included repayment of principal of $1,795, OOO interest expense of

$2, 362 000 and admmlstratlve expenses of $93,000. :

Long Term Debt Activity
The 2003 Series Bonds issued by the Corporation are forty-year obilgatlons scheduled to retlre in

ordinary course in May 2043. However, under early redemption provisions, particularly Turbo
Redemption's, any MSA payments exceeding annual debt service requirements of the Bonds must
be applied to the early redemption of principal. During 2009, the Corporation made a Turbo
Redemption payment in the amount of $2,165,000

During 2005, the Corporation issued additional bonds, Subordinate Turbo CABs that are
subordinate to the 2003 Series Bonds. The Subordinate Turbo CABs consist of four series
__scheduled to retire in ordinary course in June 2038, 2050, 2055 and 2060.

Since the Corporation has pledged all fuiure Tobacco Settlement revenues ("TSRs") to the bonds
currently outstanding until those bonds have been retired, the Corporation cannot issue additional
debt without rating agency confirmation and residual holder consent. The Corporation monitors
market conditions for circumstances conducive to undertaking a refunding transaction that would
result in savings of mterest expense over t|me No such condltions arose durtng the most recently

completed fiscal period.

Significant Cufrently Known Facts
The following are currently known facts that could have a potential significant effect on net assets

and changes in fund balance in future years.
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Payment Colfections _

On November 23, 1998, participating cigarette manufacturers, entered into a Master Settlement
Agreement with 46 states and 5 other jurisdictions. The Master Settlement Agreement provides for
Tobacco Setflement payments in exchange for a release from claims. Tobacco Settlement
payments consists of initial payments to be received through 2003; annual payments, to be made .
on April 15, continuing in perpetuity; and strategic contribution fund payments, to be made on

Aprit 15, 2008 continuing annually through 2017. .

Payments may vary based on inﬂation adjustments, volume adjustments of cigarette sales,
litigation adjustments from non-settling states, offsets for miscalculated or disputed payments,
federal tobacco leglslatlon offsets, litigation releasmg parttes oifsets, and offsets for clalms over the
amounts of the award.

The ability of the Corporation to make debt service payments on bonds is contingent upon the
receipt of Tobacco Seitlement payments. The bonds issued by the Carporation do not constitute a
claim against the full falth credit, or taxing powers of Dutchess County, New York.

Contactmg the TASC’s Financial Management ‘

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the TASC's finances and to demonstrate its accountability for
the money it receives. If you have questions about this repert or need additional financial
information, contact Ronald L. Wozniak, President or Pamela Barrack, Treasurer, 22 Market Street,
Poughkeepsie, New York 12601.
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Special
_ Revenue
Fund
and Total Statement of
Governmental Entity-wide Net Assets
Fund Adjustments (Peficit)
Assels
Current assets _ )
Cash and cash eqguivaienis $ 61,342 . % - % 61,342
Restricted cash ., 60,650 ‘ - - . B0,650
Due from other governments 3,595,357 ‘ - 3,695,357
Total current asseis 3,717,3_49 : - 3,717,349
Noncurrent assets
Bond issuance costs, net of accumulated
amortization of $114,902 - 1,003,109 1,003,109
Restricted investrments 3,441,438 - 3,441,438
Total noncurrent assets . 3,441,438 1,003,109 4,444 B47
Total assets $ 7158787 $ 1,003,108 $ 8,161,896
Liabilities '
Noncurrent liabilities .
Accrued interest ' $ - $ . 8303902 $ 8,303,902
Bonds payable, net of a discount of
$1,551,936 - 62,554,343 62,554,343 -
Total liabilities . - 70,858,245 ~70,858,245
Fund Balance/Net Assets (Deficit)
B BAIANGE e
Reserved for debt service 7,158,787 - {7,1B8,787) -
Total fund balance ‘ 7,168,787 {7,158,787) -

Total iabilities and fund balance $ 7,158,787

Net assets (deficit) ‘ A ‘
Restricted : ' ' S (62,696,349)

(62,696,349

Total net assets (deficit) _ $ (62,695,349) $

(62,696,349)

The accompanying notes are an integral part of these financial statements.
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General revenues
Other financing sources
Investment income
Tobacco settlement revenue

Total general revenues

General expénditureslexpenses
Other financing uses

Interest expense

Armortization of discount
Amortization of bond issuance costs
‘Administrative expenses

Debt service principal payments

Total expenditures/expenses

Deficiency of revenues over.
expenditures

Becrease in net assets (def cit)

Fund balance/net assets (deficit)
Beginning of the year

End of the year

Special

Revenue
Fund
and Total
Governmental Enfity-wide  Statement of
Funds Adjustments Activities
$ 165,785 $ - $ 165,785
3,940,345 - 3,940,345
4,108,130 - 4,108,130
2,263,192 2,186,671 4,449,863
- 69,550 69,550
- 17,599 17,599
61,312 - 61,312
2,165,000 {2,165,000). -
© 4,489,504 108,820 4,598,324
(383,374) - -
- - (492,194}
7,542,161 - (62,204,155)

$ 7,158,787 §%

$ (62,696,349)

The accompanying notes are an integral part of these financial statements.
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1. Reporting Entity and Significant Accounting Policies

 Dutchess Tobacco Asset Securitization Corporation (Blended Component Unit)
The Dutchess Tobacco Asset Securitization Corporation (the “TASC" or “Corporation”) is a special
purpose local development corporation organized pursuant to Section 1411 of the Not-For-Profit
Corporation Law of the State of New York, created by Dutchess County (the "County") for the
purposes of: (i) purchasing from the County all rights, title and interest in certain litigation awards
under the Consent Decree and Final Judgment of the Supreme Court of the State of New York
dated December 23, 1988 and in and under all portions due to the County under the Master
‘Setilement Agreement with respect to tobacco related litigation among various Settling States and
participating manufacturers, (i) to purchase, acquire, own, hold, sell, dispose of tobacco assets
and any future rights of tobacco assets and (jii) to issue and seli bonds to pay for the acquisition of
such tobacco assets. The sole member of the Corporation is the County Attorney. There are three
directars, one appointed by the County Executive, one appointed by the Chairman of the Duichess
County Legislature and one jointly appointed by the County Executive and Chairman of the County
Legislature,

2. Summary of Significant Accounting Policies

General

The accompanying general purpose financial statements have been prepared in conformlty 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 eamed
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

“medsirement fosUs and the modified ateilial basis of accotnting. Reverles 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 Gorporation considers revenues to be available if they are
collected within one year after the end of the current fiscal period. Expenditures generally are
recorded when a l|abtllty is incurred.

The statement of actwlttes demonstrates the degree to which darect expenses of a given functlon 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
properly included among program revenues are reported as general revenues. The Corperation
has no program revenues. ‘
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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
statements is similar fo what previously could have been presented in the Corporation’s financial
statements, although the format of the financial statements has been modified by Governmental
Accounting Standards Board (GASB). 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 adjustments column recenciling the differences.

Under the entity-wide basis the Corporation is required to report the full amount of the bonds
outstanding, however, cannot recognize the tobacco settlement revenue to be received in the
future. The future collection of tobacco settlement revenue {TSR) is dependent on many factars,
including future cigarette consumption. As such, the future collection is not reasonably estimatable
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.

The Corporation reports one governmental fund - the Special Revenue Fund. As a blended
component unit of Dutchess County, New York, the Special Revenue Fund is combined into the
Governmental Funds of Dutchess County, New York. When both restricted and unrestricted
resources are available for use, it is the Corporation's pOlle to use restricted resources first, then

unrestricted resources as they are needed.

Cash and Cash Equivalents
Cash includes cash on hand, demand deposits, and short-term invesimenis with original maturities

of three months or less from the date acquired by the Corporation. The carrying value of
unrestricied cash at December 31, 2009 was $61,342 and is covered by Federal Depository

Insurance.

Investments

__Under the GASB's authoritative guidance on accounting and financial reporting for investments, the |

Corporation reports investments at amortized cost in the statement of net assets and governmental
fund balance sheet as all investments are in commercial paper with maturity dates within one year.
All investment income is reported as revenue in the statement of activities and the statement of

revenues, expenditures, and changes in fund balance.

The Corporation's investment policy is to invest in high quality 1nvestments at a yield not to exceed
‘the yieid of the TASC bonds;,

Due from Other Governmenis
Due from other governments represents amounts owed to the TASC for tobacco settlement

revenue earned in 2009,

Bond Issuance Costs
Bond issuance costs are amortized over the life of the bonds using the effective interest method.

Accrued Interest
“Accried intérest represents interest expense owad on the Serles 2003 Term Bonds and

Subordinate Turbo Capital Appreciation Bonds that will be paid in the future.
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Income Taxes )
The Corporation is exempt from the payment of all Federal and State income taxes.

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 that
affect the reported amounts of assets and liabilities and 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 those estimates.

3. Restricted Cash and Investment

Restricted cash and investments consist of amounts required to be a deposit by the Turbo Term
Bonds agreement until the Bonds are paid in full, which is scheduled in 2043.

Restricted cash and investments at December 31, 2008 were as follows:

Cash restricted for debt service $ 60,650
Investments restricted- debt service 3,441,438
3 3,502,088 .

" Investments consist of collateralized commercial,pépef which is all scheduled to mature within the
next year.

. Anterest 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
ghort-term investments that mature within one year, so that they can react to changing interest
rates.

4, Bonds Payable

On December 18, 2003, the Corporation issued the 2003 New York Counties Tobacco Trust Il
- Tobacco Settlement Pass-Through Bonds (Series 2003 Term Bonds) amounting to $47,815,000,
with an issue value of $45,912,363, net of bond discount of $1,902,637. Proceeds of $41,970,000
were used to purchase tobacco settlement rights from Dutchess County. On November 28, 2005;
the Corporation issued the 2005 New York Tobacco Trust V, Tobacco Settlement Pass Through
Bonds [Subordinate Turbo Capital Appreciation Bonds ("CABs")] amounting to $26,236,279.
Proceeds of $25,500,000 were used to purchase tobacco settlement rights from Dutchess County
The bonds are collateralized and payable from collections including all tobacco settlement
revenues to be received by the Corporation, reserves, amounts held in other accounts established
by the indenture and the Corporation’s rights under the purchase agreement. The proceeds have
been used for the purpose of purchasing all rights, title and interest in certain litigation awards
under the Master Settlement Agreement entered into by participating cigarette manufacturers.

Bonds payable at December 31, 2009, ameunted fo $36,318,064 and $26,23‘6,279 for the Series
2003 Term Bonds and the Subordinate Turbo CABs (collectively the "TASC Bonds"}, respectively. -
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Interest on the Series 2003 Term Bands is payable semi-annually at interest rates ranging from
5.006% - 6.00% on each June and December 1, beginning with June 1, 2004. The Corporation is
responsible for all principal and interest payments on the bonds. Interest was paid in the amount
of $2,263,188 during the year ended December 31, 2009 on the Series 2003 Term Bonds.

Principal and interest on the Subordinate Turbo CABs aré subordinate to the Series 2003 Term
Bonds and therefore will not be paid until the Series 2003 Term Bonds are fully paid. Interest on
the Subordinate Turbo CABs is accruing at rates ranging from 6.00% - 7.85%.

The following displays the 2009 éctivity related to bonds payéblé:

2009 2009
Beginning- Add Less Ending
Debt Balance New Debt Payments Balance
- Series 2003 Term Bonds $40,035,000 $ - $(2,165,000) 37,870,000
Subordinate Turbo CABs 26,236,279 - : - 26,236,279
Bonds payable, gross ' $66,271,279 % - $(2,165,000) 384,106,279

Future maturity dates and debt service requirements, for the Series 2003 Term Bonds are as

follows:
Year Ended
12/31/09 ‘ Principal Interest Total
2010 3 - $ 2209083 $ 2,208,063
2011 ' - 2,209,063 2,209,063
2012 - 2,209,063 2,209,063
2013 - 2,209,063 2,209,063
2014-2018 ' - 11,045,313 11,045,313
2024-2028 5,375,000 10,461,100 15,836,100
2029-2033 7,625,000 8,599,088 16,224,068
2034-2038 10,495,000 5,968,950 16,463,950
2038-2043 14,375,000 2,287,250 16,642,250
37,870,000 58,223,246 96,093,246
l.ess Discount (1,5651,936) - . {1,551,938)
“Total ’ " $36318,084 § 58223246 § 94,541,310
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Future maturity dates and debt service requirements for the Subordinate Turbo CABs are as

follows:
Year Ended : TASC Bonds
December 31 Principal Interest Total
2010-2037 % - % - .3 : -
2038-2042 10,384,242 80,565,758 70,950,000
2043-2047 S . - . e
2048-2052 4,889,934 66,030,066 70,820,000
2053-2057 2,604,375 70,480,825 73,095,000
2058-2060 8,357,728 547,342,272 555,700,000
Total $ . 26236279 § 744,428,721  $ 770,665,000

Other Information

The Series 2003 Term Bonds are subject fo “Turbo Redemption”.

"Turbo Redemptions” represent the requirement contained in the Indenture to apply 100% of all
collections that are in excess of the requiremeénts in the Indenture for the funding of the operating
expehses; interest, sinking fund installments, and term bond maturities; maintenance of the
Liquidity Reserve Account (such excess, surplus collections); to the redemption of Series 2003
Term Bonds on each distribution date (each a Turbo Redemption Date) in ascending order of

. maturity. Such surplus collections will be deposited in an account established and maintained by
the trustee under the Indenture (the Turbo Redemption Account). Turbo Redemptions will be
credited against sinking fund installments for any particular Series 2003 Term Bonds in
ascending order of sinking fund installment dates. Turbo Redemptions are not scheduled
amortization payments and are to be made only from surplus collections. In June 2009, the
Corporation made a Turbo Redemption payment of $2,165,000.

Concentratlon of Credlt RlSk

The ability of the Corporation to make debt service payments on the TASC Bonds is contlngent
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.

13




Dutchess Tobacco Asset Securitization Corporation
{A blended component unit of Dutchess County, New York}

Notes to Financial Statements

December 31, 2009

- The TASC Bonds are collateralized by and payable solely from TSRs and investment eamings
pledged under the Bond Indentures and amounts established and held in accordance with the
Bond Indentures‘_

The TASC Bonds are payable only from the assets of the Corporation. The Subordinate Turbo

. CABs are subordinate fo the Series 2003 Term Bonds and no amounts will be paid on the '
Subordinate Turbo CABs until the Series 2003 Term Bonds are paid in fuil: In the event that the
assets of the Corporation have been exhausted, no amounts will thereafter be paid on the TASC
Bonds. The TASC Bonds are not legal or moral obligations of Dutchess County and no recourse
may be had thereto for payment of amounts owirig on the TASC Bonds. Tha Corporation’s only
source of funds for payments on the TASC Bonds is the TSRs. The Corporation has no taxrng
power., : .

Because of the many adjustments included in the Master Settlement Agreement (MSA), it is not
possible to know the exact future collections under the MSA.

6. Contingencies
The assets of the Corporation are not available to pay any creditor of Dutchess 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 Dutchess County. The ability of the Corporation fo meet debt service
payments of bonds is contingent upon the receipt of Tobacco Settlement awards.

T, Subsequent Events

The Corporation has performed an evaluation of subsequent events through March 26, 2010,
which is the date the financial statements were issued.
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