
LOUISIANA HORSEMEN'S BENEVOLENT AND PROTECTIVE ASSOCIATION 1993, INC. 
Report on Audit of Financial Statements December 31,1996 



LOUISIANA HORSEMEN'S BENEVOLENT AND PROTECTIVE ASSOCIATION 1993, INC 
CONTENTS 

NDEPENDENT AUDITOR'S REPORT ON THE FINANCIAL STATEMENTS 
NDEPENDI'NT AUDITOR'S REPORT ON COMPLIANCE 

Page 

NDEPENOI--NT AUDITOR'S REPORT ON THE INTERNAL CONTROL STRUCTURE 3 
SCHEDULE OF PRIOR YEAR REPORTABLE CONDITIONS 
SCHEDULE OF REPORTABLE CONDITIONS - CURRENT YEAR 
FINANCIAl. STATEMENTS 
Statement of Financial Position Statement of Activities Statement of Cash Flows Notes to F:inancial Statements 
NDEPENDENT AUDITOR'S REPORT ON ADDITIONAL INFORMATION 
ADDITIONAL INFORMATION Statement of Functional Expenses Horsemen's Bookkeeper System Activity Purse Hold Account 

5 
7 
8 9 10 
11 
15 
16 17 
19 



]&icOarb ~ei~er CERTIFIED PUBLIC ,~,CCOUNTANT 
5017 CRAIG AVENUE, KENNER, LOUISIANA 70065 (504) 888-9929 FAX (504) 888-9929 

MEMBER American Instilute of CPA's t ouisiana Society of CPA's The Board of Directors Louisiana Horsemen's Benevolent and Protective Association 1993, Inc New Orleans, Louisiana 
Tax Planning & Pre~,arat~on Accounting & Bookkeeping Au(~ting 

I have audited the accompanying statement of financial position of the Louisiana Horsemen's Benevolent and Protective Association 1993, Inc. (a non-profit organization) as of December 31, 1996, and the related statements of activities and cash flow for the year then ended. These financial statements are the responsibility of the Company's management. My responsibility is to express an opinion on these financial statements based on my audit. I conducted my audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States and the .Louisiana Governmental Audit Guide. Those standards require that 1 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 te~t basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well a~ evaluating the overall financial statement presentation. I believe that my audit provides a reasonable basi~ for my opinion. In my opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Louisiana Horsemen's Benevolent and Protective Association 1993, Inc. a~ of December 31, 1996, and the changes in its net assets and its cash flows for the year then ended in conformity with generally accepted accounting principles. As discussed in Note 3 to the financial statements, in 1996 the organization adopted the provision of tbe Financial Accounting Standards Board's statement of Financial Accounting Standards No. 124 Accounting for Certain Investments Held by Not-For-Profit Organizations. In accordance with Government Auditing Standards, I have also issued a report dated June 3, 1997, c, onsideration of the Louisiana Horsemen's Benevolent and Protective Association 1993, Inc.'s i control structure and a report dated June 3, 1997, on its compliance with laws and regulations. //? "., /'1/~ / Richard P, leiser, It. Certified Public Accountant June 3, 1997 

on nb nterna 



~t~ic~ar~r t~eiser CERTIFIED PUBLIC ACCOUNTANT 
5017 CRAIG AVENUE, KENNER, LOUISIANA 70065 (504) 888-9929 FAX (504) 888-9929 

MEMBER American Institute of CPA's Louisiana Society of CPA's The Board of Directors Louisiana Horsernen's Benevolent and Protective Association 1993, Inc New Orleans, Louisiana REPORT 

Tax Planning & Preparat,on Accounting & Bookkeeping AuS,tmg 

1 have audited the financial statements of the Louisiana Horsemen's Benevolent and Protective Association 1993, Inc. (a nonprofit organization) as of and for the year ended December 31, 1996, and the horsemen's bookkeeper system and the purse hold account and have issued my report thereon dated June 3, 1997. 1 conducted my audit in accordance with generally accepted auditing standards and Government Auditit~ ~;tandards issued by the Comptroller General of the United States and the Louisiana Governmental Audi _(,3uide. Those standards require that I plan and perfnrm the audit to obtain reasonable assurance abou whether the financial statements are free of material misstatement. Compliance with laws, regulations, contracts, and grants applicable to the Louisiana Horsemen's Benevolent and Protective Association 1993, Inc. is the responsibility of the Louisiana Horsemen's Benevolent and Protective Association 1993, Inc.'s management. As a part of obtaining reasonable ~Lssurance about whether the financial statements are free of material misstatement, I performed tests of the Louisiana Horsemen's Benevolent and Protective Association 1993, lnc.'s compliance with certain provisions of laws, regulations, contracts and grants. However, my objective was not to provide an opinion on overall compliance with such provisions. Accordingly, I do not express such an opinion The results of my tests disclosed no instances of non-compliance that are required to be reported under government auditing standards. This report is intended for the information of the audit committee, management, and The State of Louisiana Legislative Auditor. This restriction is not intended to limit the distribution of this report, which is a matter of public record. -) / 
Richard P. Reiser, Jr. Certified Public Accountant June 3, 1997 



~itOar~r i~ei~er CERTIFIED PUBLIC ACCOUNTANT 5017 CRAIG AVENUE, KENNER, LOUISIANA 70065 (504) 888-9929 FAX (504) 888-9929 
MEMBER American Institute of CPA's Louisiana Society of CPA's The Board of Directors Louisiana Horsernen's Benevolent and Protective Association 1993, Inc New Orleans, Louisiana 

L 

Tax Planning & Preparat,on Accounting & Bookkeeping Auci4ttng 

1 have audited the finauci',d statements of the Louisiana Horsemen's Benevolent and Protective Association 1993, Inc. (a nonprofit organization) as of and for the year ended December 31, 1996 and have issued my report thereon dated June 3, 1997. I conducted my audit in accordance with generally accepted auditing standards and Government Audi~ Standards, issued by the Comptroller General of the United States and the Louisiana Governmental Audit Guide. Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. 
The management of the Louisiana Horsemen's Benevolent and Protective Association 1993, Inc. is responsible for establishing and maintaining an internal control structure. In fidfilling this responsibility. estimates and judgements by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss ti'om unauthorized use or disposition, and that transactions are executed in accordance with management's anthorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in any internal control structure, ~xrors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may cleteriorate. 
In planning and performing my audit of the financial statements of the Louisiana Horsemen's Benevolent and Protective Association 1993, Inc. for the year ended December 31, 1996, I obtained an understanding uf the internal control structure. With respect to the internal control structure, I obtained and nnderstanding of the design of relevant policies and procedures and whether they have been placezl in operation, and I assessed control risk in order Io determine my auditing procedures for the purpose of expressing my opinion on the financial statements and not to provide an opinion on the internal control structure. Accordingly, 1 do not express such an opinion. l noted certain matters involving the internal control structure and its operation that 1 consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants Reportable conditions involve matters coming to my attention relating to significant deficiencies in the design or operation of' the internal control structure that, in my judgment, could adversely affect the 



organization's ability to record, process, summarize, and report financial data in a manner that is consisten with the assertions of management in the financial statements. The reportable conditions noted are as follows Travel and meal expenses did not always have proper supporting documentation indicating why the expenses were incurred. Budgeting is not being done timely and no long range forecasting is being done 
A material weakness is a reportable condition in which the design or operation of the specific internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in ~anounts that would be materi',d in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. lVly consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be reportable conditions and accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses a.s defined above. However, I believe none of the reportable conditions described in the accompanying sche~lule of reportable conditions are material weaknesses. 
in connection with the audit, I reviewed the prior year's reportable conditions on the internal control ,';tructure, including applicable internal administrative controls to determine whether management had implemented appropriate corrective action to correct the conditions giving rise to those findings. The results of my review indicate that management has taken appropriate corrective action with respect to the prior year findings as described in the Schedule of Prior Reportable Conditions, accept for conditions regarding budgeting and long range forecasting. This report is intended for the information of the board of directors, management, the State of Louisiana ]Legislative Auditor. This restriction is not intended to limit the distribution of this report, which is a matter of public record ~'? / ;/f' / 
Richard P. Reiser, Certified Public Accountant June 3, 1997 



LOUISIANA HORSEMEN'S BENEVOLENT AND PROTECTIVE ASSOCIATION 1993, INC SCHEDULE OF PRIOR REPORTABLE CONDITIONS For the Year ended December 31, 1996 
]he prior audit report dated May 29, 1996, contained reportable conditions. The following is a status of those findings: Y EMEN'S BOOKKEEPER SY The check reconciliation worksheet used by the head horsemen's bookkeeper to reconcile the horsemen bookkeeper meets each week is poorly designed arid has contributed to a lack of understanding of how the system works. CURRENT STATUS "]+he head horsemen bookkeeper is now using a standard bank reconciliation format which has rectified this matter. 
/~DJUSTMENT E BANK RECON ION 
In reviewing the horsemen's bookkeeper's check reconciliation work, it was apparent that reconciling adjustments were often carried over to the succeeding bank reconciliations because the adjustments were not being posted promptly. CURRENT STATUS Adjustments are being posted more promptly and this situation has been resolved in a sufficient matte E While auditing the hersemen's bookkeeper system it was discovered that the head horsemen's bookkeeper was netting bank charges against interest income thus showing no bank charge expense and less interest income. While not material, it is not proper accounting and also reveals a policy not decided upon by management. CURRENT STATUS This has been corrected so that total bank charges and total interest income is known by management RT A ]-he Louisiana HRPA 1993, Inc. had no budget for 1995 nor does it have one for 1996. Also no long range forecasting has been done. ~URRENT STATUS Budgeting was not implemented until late in the year. No long range forecasting has been done "Therefore, this finding will be repeated again. 5 



LOUISIANA HORSEMEN'S BENEVOLENT AND PROTECTIVE ASSOCIATION 1993, INC SCHEDULE OF PRIOR REPORTABLE CONDITIONS For the Year ended December 31, 1996 
The purse hold check book at times lacks detail or clear descriptions of the transactions CURRENT STATUS Much better documentation is being done both in organizing the data and improving it E COND tD ~CCOUNT Remaining funds closed out from a horsemen's bookkeeper meet are deposited in the purse hold account and commingled with other closed out meets. "These closed out meets are not accounted for and monitored as checks are written from the purse hold account to cover old outstanding checks from horsemen who finally cash a check from an old meet. No one is monitoring the checks being written from the purse hold to see if it's more than the old meet had when it was closed. 
Spreadsheets have been devised to keep track of closed horsemen's bookkeeper meets allowing the organization to monitor these funds. 
The 1994 Delta Downs under payment, to be distributed from the purse hold account for money owed to the Jockey Guild, as recommended in the October 16, 1995 audit report, still has not been done. 2 his is; a repeat finding. 
This money was finally paid back during 1996 



LOUISIANA HORSEMEN'S BENEVOLENT AND PROTECTIVE ASSOCIATION 1993, INC 

FINDING 
SCHEDULE OF REPORTABLE CONDITIONS For the Year ended December 31, 1996 

Some travel and meal expenses either lacked proper supporting documentation or did not have an indication of why the expense was incurred. RECOMMENDATION 
FINDING Management did not devise a budget until late in the year and has not done any long range forecasting RECOMMENDATION to use it exposes 



LOUISIANA HORSEMEN'S BENEVOLENT AND PROTECTIVE ASSOCIATION 1993. INC 

Assets Current assets 
STATEMENT OF FINANCIAL POSITION December 31, 1996 

Cash and cash equivalents Due from related party Total Current Assets Non-Current Assets Investments Land, buildings and equipment (net) Total assets 

$ 128,750 10,155 138,905 
74,194 209,03~ $ 422,132 



LOUISIANA HORSEMEN'S BENEVOLENT AND PROTECTIVE ASSOCIATION 1993, INC 

Unrestricted Net Assets Revenues Pony leads Interest income Rent Jockey payroll fees Dividend income NSF fees Miscellaneous income 

STATEMENT OF ACTIVITIES Year Ended December 31, 1996 

Total unrestricted revenue and support 
Expenses Program services Supporting services - management & genera Total expenses ncrease in unrestricted net assets before cumulative effect of change of accounting principle Cumulative effect on prior year of a change in method ot: accounting for investments 
Decrease in unrestricted net assets Increase in temporarily restricted net assets Increase in permanently restricted net assets Decrease in net assets NET ASSETS AT BEGINNING OF YEAR Decrease in allowance for unrealized loss on marketable equity securities NET ASSETS AT END OF YEAR 
The accompanying notes to the financial statements are an integral part of these financial statements. 

374,508 
204,681 154,431 359,112 
15,396 
(34,966) (19,570 0 0 (19,570 167,472 32,386 



LOUISIANA HOFISEMEN'S BENEVOLENT AND PROTECTIVE ASSOCIATION 1993, INC STATEMENT OF CASH FLOWS Year Ended December 31, 1996 
CASH FLOWS FROM OPERATING ACTIVITIES Change in net assets Adjustments to reconcile increase in net assets to Net cash provided by operations Cumulative effect of change in account principles Reflect investments at fair value Depreciation Unrealized gains on investments (Increase) decrease in: Due from related party Increase (decrease) in: Accounts payable and accrued expenses Rental deposits NET CASH PROVIDED BY OPERATING ACTIVITIES CASH FLOWS FROM INVESTING ACTIVITIES Acquisitions of property and equipment NET CASH USED BY INVESTING ACTIVITIES CASH FLOWS FROM FINANCING ACTIVITIES NET INCREASE IN CASH AND CASH EQUIVALENTS (:ASH & CASH EQUIVALENTS AS OF BEGINNING OF YEAR (;ASH & CASH E!QUIVALENTS AS OF END OF YEAR 

The accompanying notes to the financial statements are an integral part of these financial statements. 10 

19,570 
34,966 57,162 (401 22,763 4,887 1,80Q 101 607 
(48,259) (48,259) 
53,348 75,402 $ 128,750 



LOUISIANA HORSEMEN'S BENEVOLENT AND PROTECTIVE ASSOCIATION 1993, INC NOTES TO FINANCIAL STATEMENTS December 31, 1996 
A 

The Louisiana Horsemen's Benevolent and Protective Association 1993, Inc. was formed as a protective association for Louisiana horsemen to, among other things, mediate on behalf of individual members when problems arise with track managements or state racing commissions, negotiate fair distributions at tracks and monitor state and federal legislative developments in the interest of horsemen. Its principal revenue sources are pony lead fees charged to assist race horses onto the track and interest income derived from the horsemen's bookkeeper system which earns interest on funds horsemen have in the system. 
The financial statements have been prepared utilizing the accrual basis of accounting INCOME TAXES NO provision for income taxes has been made, since the company is exempt as a non-profd organization under ~ 501 (c)(6) of the Internal Revenue Code. 
Under Statement of Financial Account Standards (SFAS) No. 117, Financial Statement of Not-for- Profit Organizations, the Organization is required to report information regarding its financial position and activities accounting to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets. Under these provisions, net assets, revenues, expenses, gains, and losses are classified based on the existence or absence of donor-imposed restrictions. Accordingly, net assets of the Organization and changes therein are classified and reported as follows: UNRESTRICTED NET ASSETS - Net assets that are not subject to donor-imposed stipulations TEMPORARILY RES'[RICTED NET ASSETS - Net assets subject to donor-imposed stipulations that may or will be met either by actions of the Organization and/or the passage of time. PERMANENTLY RESTRICTED NET ASSETS - Net assets subject to donor-imposed stipulations that neither expire by the passage of time nor can be fulfilled or otherwise removed by actions of the Organization. 



LOUISIANA HORSEMEN'S BENEVOLENT AND PROTECTIVE ASSOCIATION 1993, INC 

USE OF ESTIMATES 
NOTES TO FINANCIAL STATEMENTS December 31, 1996 

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 and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the period. Actual results could differ from those estimates. 
During 1996, the value of contributed services meeting the requirements for recognition in the financial statements was not material and has not been recorded. CASH AND CASH EQUIVALENTS For purposes of the statements of cash flows, the organization considers all highly liquid investments with an initial maturity of three months or less to be cash equivalents. 
Property, plant and equipment are carried at a cost. Depreciation is computed using the straight-line or double declining balance method over the estimated useful lives of the respective assets. When assets are retired or otherwise disposed of, the cost and related accumulated depreciation are removed from the accounts and any resulting gain or loss is reflected in income for the period. The cost of maintenance and repairs is charged te expense as incurred; significant renewals and betterment are capitalized. ]tie following is a summary of the major classes of property and equipment and the related appreciation. 
Land Building Building improvements Furniture & fixtures Computers Equipment "[railer Totals 

COST $ 110,000 705,878 48,259 144,193 47,184 8,266 13,610 

ACCUMULATED DEPRECIATION NET $ 648,684 8,043 143,975 46,360 7,685 13,610 

12 



"Fhe horsemen's bookkeeper system is a computerized accounting system that is used to administer the business of horse racing for owners and trainers of race horses in much the same fashion as a bank. It is run by personnel called horsemen's bookkeepers employed by the Louisiana HBPA 1993, Inc. (93 Inc.) to assist horsemen in the hors~ racing industry. The horsemen's bookkeeper systen~ is entirely independent of and has nothing to do with the operations of the actual race tracks. It is used for horsemen who use the system to conduct business transactions related to horse racing at race tracks around Louisiana. The 93 Inc. provides this system to horsemen, but all funds belong to the horsemen and not the 93 Inc. The system is designed as a cash flow system - cash in and cash out. It runs for a defined length of time - from the start of that race meet to the end of that meet No two meets start and finish at the same time. A complete operating cycle for all race track locations to be reported on is from April 1 to March 31, and so it is for this reporting period. ]he horsemen's bookkeeper system starts with zero dollars. Since the system starts with zero dollars and ends with zero dollars, there is no balance sheet, only a cash in and cash out statement reflecting activity for that period. These funds are not part of the Louisiana HBPA 1993, Inc.'s Statement of financial position or the statement of activities because they are horsomen's funds and are reported here for information purposes only. The Louisiana HBPA 1993, Inc. e,~rns interest on these funds while they administer them. 
nvestments are stated at fair value and consist of: 
Government Mortgage Fund Cost 109,1600 Fair Value 74,194 Unrealized (DepreciatiQn) 
These funds represent board designated amounts set aside in prior years for the purpose of providing an income stream for annual operations. The following schedule summarizes the investment return and its classification in the statement o! activities for the year ended December 31, 1996. Dividend income Unrealized losses $ 4,847 134,966 ~30,119 

13 



The Louisiana Horsemen's Benevolent and Protective Association 1993, Inc. (93 Inc.) shares certain overhead costs with the Louisiana Horsemen's Medical Benefit Trust and the Louisiana Horsemen's Pension Trust. Generally the 93 Inc. pays the overhead expenses and then is reimbursed by the other organizations. In 1998 the Louisiana Horsernen's Medical Benefit Trust reimbursed the 93 Inc. $108,502 for its share of overhead expenses, such as telephone, office supplies, occupancy expense, insurance, etc. The Louisiana Horsemen's Pension Trust reimbursed the 93 Inc. $31,401 for its share of overhead expenses. At December 31, 1996 the Medical trust and Pension Trust still owed $8,71 <3 and $1,438 respectively, totaling to $10,155. The Medical Trust and Pension Trust also paid $10,800 and $2,200 respectively in rent for common office space shared. 
The Organization receives virtually all of its support as a result of the horse racing industry. A significant reduction in the level of this support, would have a material effect on the Organization's activities. 

14 



CERTIFIED PUBLIC ACCOUNTANT 5017 CRAIG AVENUE, KENNER. LOUISIANA 70065 (504) 888-9929 FAX (504) 888-9929 MEMBER American Institute of CPA's Louisiana Society of CPA's 
R R 

Tax Planning & Preparalion Accounting & Bookkee[.ng Auciltirlg 

h4y audit report on the basic financial statements of the Louisiana Horsemen's Benevolent and Protective Association, 1993, Inc., and the horsemen's bookkeeper system and the purse hold account appears on page 1. I conducted the audit in accordance with generally accepted auditing standards for the purpose of forming an opinion on the basic financial statements taken as a whole. The schedule of functional expenses and other information on pages 1 6 through 19 related to the above statements is presented for purposes of additional analysis and is not a required part of the basic financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in my opinion, is fairly stated in all material respects in relation to the basic financial statements for the year ended December 31, 1996 and the horsemen's bookkeeper system and the purse hold account taken as a whole. 
Richard P. Reiser, Jr. Certified Public Accountant June 3, 1997 
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LOUISIANA HORSEMEN'S BENEVOLENT AND PROTECTIVE ASSOCIATION 1993, INC SCHEDULE OF FUNCTIONAL EXPENSES FOR THE YEAR ENDED DECEMBER 31, 1996 

Legal & accounting Depreciation Insurance National office assessments Occupancy expense Professional services Taxes and license Postage and freight Repairs and maintenance Office supplies and expense Telephone expense Travel and meeting expense Wages Auto expenses Dues and subscriptions Printing Miscellaneous expenses Total Program Expenses 

Program Services $ 8,954 0 0 0 0 7,922 11,535 3,880 0 5,683 34,225 5,250 115,402 5,892 2,031 3,907 0 $ 204 681 

Supporting Services Management and General $ 29,197 57,162 20,896 5,000 12,961 0 3,738 3,687 11,694 7,745 0 0 0 0 0 0 2,351 $ 154,431 

See accountant's report on additional information 
16 

Total $ 38,151 57,162 20,896 5,000 12,961 7,922 15,273 7,567 11,694 13,428 34,225 5,250 115,402 5,892 2,031 3,9O7 2,3 ~_1 $359 112 



LOUISIANA HORSEMEN'S BENEVOLEN1 AND PROTECTIVE ASSOCIATION 1993, INC Horsemen's Bookkeeper System Activity 
For the Period April 1, 1996 to March 31, 1997 

Horse Owners Jockeys Payee Accounts (Various Vendors) Horse Trainers 
Total 

See accountant's report on additional information 17 

$ 39,328,148 6,281,846 156,610 1,727 64,174 1,566 $ 45,834,07_1 
$ 40,046,359 3,849,015 1,898,026 40,671 



 



LOUISIANA HORSEMEN'S BENEVOLENT AND PROTECTIVE ASSOCIATION 1993, INC Purse Hold Account 
December 31, 1996 

Beginning cash and certificates of deposit balance 1-1-96 
1996 Deposits Outstanding checks from closed meets NSF collections prior meets Petty cash repayments Court order purse money withheld LSRC rulings 
Total Deposits 
1996 Disbursements 
LSRC rulings Petty cash payouts Bad test resolved payments Reissued checks for outstanding checks from closed meets Miscellaneous Jockey Guild track underpayment distribution 
Total Disbursements 
Ending cash and certificate of deposit balance 12-31-96 

27,869 101 400 12,192 300 

300 400 760 
5,391 458 2,500 

See accountant's report on additional information 19 

$ 177,308 

40,862 

(9,809 


