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OVERVI EW

* TSASC Inc.'s tobacco settlenent asset-backed bonds series 2006-1 are
backed by tobacco settlement revenues due to New York as part of a naster
settl enment agreenent between participating tobacco conpanies and the
settling states.

e W raised our ratings on two tranches and affirnmed our ratings on two
ot hers.

e Qur rating actions reflect the tranches' ability to pay tinely interest
and principal under various stress scenari 0s.

NEW YORK (Standard & Poor's) Jan. 26, 2015--Standard & Poor's Ratings Services
today raised its ratings on two tranches from TSASC Inc.'s $1.35 billion
tobacco settl enent asset-backed bonds series 2006-1 and affirned its ratings
on two other tranches (see list). Al outstanding classes of this series were
originally issued and rated in 2006. TSASC Inc.'s series 2006-1 consists of
turbo term bonds naturing between 2022 and 2042.

The rating actions reflect our view of the transaction's performnce under a

series of stressed cash flow scenarios, including:

e« Acigarette volunme decline test that assesses if the transaction can
wi t hstand annual declines in cigarette shipnents;

e Paynment disruptions by the |argest of the participating manufacturers, by
mar ket share, at various points over the transaction's termto reflect a
Chapter 11 bankruptcy filing; and

e« Aliquidity stress test to account for settlenent anount disputes by
participating manufacturers, as a result of changes to their market
share, which continues to shift to nonparticipating manufacturers.
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We affirned our ratings on classes that we believe will nmake tinely interest
and principal paynments under all three stress scenarios comensurate with the
current ratings. W raised our ratings on classes that can now nmake tinely
interest and principal payments at a higher rating |evel.

The raised ratings also had to pass additional volune decline sensitivity
tests, commensurate with the higher rating |evels.

Qur analysis also reflects devel opnments within the tobacco industry. W view
the U S. tobacco industry as having a stable rating outl ook based on the high
brand equity and pricing power of the top three nmanufacturers' conventiona
cigarette brands. In our view, this should help offset ongoing cigarette

vol une declines and allow for sustai ned cash flows. However, changi ng
regul ati ons and ongoing litigation risk are constraining factors the industry
faces.

RELATED CRI TERI A AND RESEARCH

Rel ated Criteria

e Revised Assunptions For U S. Tobacco Settl enent-Backed Transactions, Cct.
28, 2011

* Understandi ng Standard & Poor's Rating Definitions, June 3, 2009

 Revised Framework For Applying U S. Tobacco Securitization Criteria, My
18, 2007

e Overview of S&P's Tobacco Securitization Rating Mthodol ogy, Cct. 25,
2000

Rel at ed Research

* @ obal Structured Finance Scenario And Sensitivity Analysis
Under st andi ng The Effects OF Macroecononic Factors On Credit Quality,
July 2, 2014
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TSASC | nc.

$1.35 billion tobacco settl enment asset-backed bonds series 2006-1
Rat i ng

C ass Cusl P Maturity To From

2006  898526CX4  6/1/2022 BBB- (sf) BB+ (sf)
2006  898526CY2  6/1/2026 BB- (sf) B+ (sf)

RATI NGS AFFI RMED

TSASC | nc.
$1.35 billion tobacco settl enent asset-backed bonds series 2006-1
d ass Cusl P Maturity Rat i ng

2006 898526CZ9 6/ 1/ 2034 B (sf)
2006 898526DA3 6/ 1/ 2042 B- (sf)

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JANUARY 26, 2015 2

THIS WAS PREPARED EXCLUSIVELY FOR USER TIMOTHY VEITCH. 1380840 | 302373078
NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED.



Two Ratings Raised On TSASC Inc. Series 2006-1; Two Ratings Affirmed

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JANUARY 26, 2015 3

THIS WAS PREPARED EXCLUSIVELY FOR USER TIMOTHY VEITCH. 1380840 | 302373078
NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED.



Copyright © 2016 by Standard & Poor's Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part
thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval
system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be
used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not
responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for
the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR
A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment
and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any
damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription) and www.spcapitalig.com
(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information
about our ratings fees is available at www.standardandpoors.com/usratingsfees.

STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor's Financial Services LLC.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JANUARY 26, 2015 4

THIS WAS PREPARED EXCLUSIVELY FOR USER TIMOTHY VEITCH. 1380840 | 302373078
NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED.



