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Board of l)ireetors 
Louisiana Thoroughbred Breeders Association 

denendenl Auditor's Reoort 

W e have audited the statement of assets, liabilities and fund balance - m odified cash basis of 

LOUISIANA TItOROUGIIBRED BP, EEDERS ASSOCIATION (a non-profit organization) as of 
Decem ber 31, 1997, and the related statements of revenues and expenses - m odified cash basis, and 
changes in fired balance - m odified cash basis, for/he year then ended. These financial statements are 
the responsibility of the Association's m auagement. Our responsibility is to express an opinion on the 
financial slaleuaents based on our audit. 

W e conducted our audit in accordance with generally accepted auditing standards and the 
standards applicable to financial audits contained in Government Audithlg Standards, issued by the 
Com ptroller General of the United States. Those standards require thai we plan and perform tim audit 
to obtain reasonable assurauce about whether the financial statements are free of m aterial lilisstatcnlcnl. 
An audit includes exam ining, on a test basis, evidence supporting the anrouuts and disclosures in the 
financial statem ents. A n audit also includes assessing the accounting principles used and significant 
estim ates m ade by m anagenm nt, as well as evaluating the overall financial statem ent presenlation. W e 
believe that our audit provides a reasonable basis for our opinion. 

A s described in N ote A , the A ssociation's policy is to prepare its financial statem ents on the 
m odified basis of cash receipts and disbursem ents; consequently, certain revenues and related assets are 
recognized when received rather than when eanmd, and certain expenses are recognized when paid 
rather than w hen the obligation is incurred. Accordingly, the accom panying financial statem ents are 
not intended to present financial position and results of operations in conform ity w ith generally 
accepted accounting principles. 

A s discussed in N ote A , the A ssociation has recorded accounts receivable related to the 
publication of the Louisiana Horse m agazine. In our opinion, accounts receivable should not be 
recorded using the m odified cash basis of accounting. The effect of recording accounts receivable is to 
increase assets, fund balance and revenues by $31,205. 

A s discussed in Note A, tim Association has decided not to adopt Statem ent of Financial 
Accounting Standards (SFAS 116), "Accounting for Contributions Received and Contributions M ade" 
and Statement of Financial Accounting Standards (SFAS 117), "Financial Statements of Not-for-Profit 
Organizations". M anagem ent feels that the financial statements arc m ore beneficial to the reader 
w ithout the adoption of these two Statem ents. Not adopting SFA S 116 and SFA S 117, had no effect on 
the Association's financial position results ofooeratious and changes in financial position. 
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111 our opinion, except for tile effects of recording accounts receivable
, and not adopting SFA S 

116 aftd SFA S 117 as discussed in tile preceding paragraphs
, tile ffflarleial statem ents referred to in tile 

first paragraph present fairly, in all material respects
, the assets, liabilities and fire d balance of 

I,OUIS1ANA TitOROUGItI~I~,ED BREEDERS ASSOCIATION as of December 31
, 1997, and its 

related revenue and expenses and changes in fired balance for the year then ended on the basis of 
accounting as described in N ote A . 

M ay 20, 1998 

A Professional Accom~liz~g Corporation 
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LO UISIAN A TItO R O U G ItBRED BREEDERS A SSO CIATIO N 
N O TES TO FINANCIAL STATEM ENTS 

N O T E A 
SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES 

O I'ERATIONS 
The LO UISIANA TItOROUGH III~,ED BREEDERS ASSO CIATIO N is a nou-profil 

organizalion which seeks lo prom ote and further the thoroughbred breeding industry w ithin tile 
state of Louisiana. 

14%  LICENSE FEE 
In order to assist tile Association in its promotion of tile industry, the Association 

receives 14%  of the 1.5%  license fee collected by the Louisiana State Racing Com m ission from 
off-track wagering facilities. The Association has also elected to use these receipts to pay 
breeders awards to breeders of accredited Louisiana bred horses finishing first, second or third in 
out-of-state stakes races with a base value of $25,000. These awards are paid at a rate of 10% of 
the earned purse, with the maximum award based on a purse of $100,000 for Open Slakes and 
$150,000 for Graded Stakes. 

LO UISIANA IIO R SE 
The Louisiana ltorse is the offi cial publication of the Association 

BR EEDER S AW AR DS - SA LAM  RACES 
Each racing association shall conduct one special accredited Louisiana bred m aiden 

(SALAM ) thoroughbred race each thoroughbred racing day of each race meeting, if sufficient 
horses are available. The Executive Comm ittee of the Association shall specify file type, age, 
dislance aud purse of each SALAM  race. 

O f the com m issions earned by tile racing association hosting each SALAM  race, the 
Association receives 8% . Of the rem aining com m issions, 40% shall be paid into a special 
m aiden race purse account from which purses shall be disbursed. Any m onies left in the aeeounl 
at the conclusion of tile race m eet shall revert to the Association to supplement other Louisiana 
bred thoroughbred purses at the next available race m eeting conducted by that racing association. 

O f the com m issions on wagers m ade at off-track wagering facilities ou each SALAM  
race, the Association receives 15.1% . 

The Association is obligated to use the above funds for paym ent of breeders awards in 
accordance with a distribution form ula established by the executive com m ittee of the 
Association. Accordingly, the Association was paying 20% of the earned purse to the breeders 
of those horses finishing first, second and third in the respective SALAM  race. Effective 
N ovem ber 23, 1995, the A ssociation reduced the award to 15%  of the earned purse. 

LO UISIANA CItAM PIONS DAY 
The Association is authorized to hold a special day of racing devoted solely to Louisiana 

bred horses, for the purpose of focusing national attenlion on and enhancing the horse breeding 
industry in the Slate. It was enacted by the state legislature so as to include bolh thoroughbred 
aud quarter horse races on the sam e racing progranl. The racing program on Louisiana 
Cham pions Day shall consist of seven races for thoroughbreds and three races for quarterhorses. 



I,O UISIANA TItO R O U G IlBRED BREEDER S A SSO CIATIO N 
N O TES TO FINANCIAL STATEM ENTS 

N O TE A 

SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

LOUISIANA CItAM PIONS DAY (Continued) 

Louisiana Cham pions Day purses shall be determ ined by the Association after 

consultation with the Louisiana Quarterhorse Breeders Association and shall be fimded through 
purses offered by participating racing associations, m atcbing funds fi'om the appropriate breeders 
association, corporate contributions, fimds from Kentucky Derby Day and up 1o $200,000 from 
the 9. 1%  fands, m entioned below . 

Kentucky Derby Day funds represent all fees from pari-m utuel wagering on races held 
on lhe first Saturday in M ay. These funds are paid to the Association by order of the State of 
Louisiana Departm ent of Econom ic Developm ent and are required to be placed in an interest 
bearing account. 

I)nring the year ended December 31, 1997, the Association received $103,634 of 
Kentucky Derby D ay Funds. Tbese receipts w ere used, in full, to supplem ent Louisiana 

Champions Day purses, with $72,544 paid towards thoroughbred race purses and $31,090 paid 
tow ard quarter horse race purses. 

BR EED ER S A W ARD S - O TItER RA CES 
For purposes of this disclosure, other races include Accredited Louisiana Bred and Open 

Races. An Accredited Louisiana Bred Race is one that is written exclusively for accredited 
l,ot~isiaua bred horses. An O pen Race is auy race other than one w ritten exclusively for 
accredited Louisiana bred horses. Of the comm issions collected by the off-track betting 
facilities, throughout tile State, that are designated for purse supplem ents, 9.1%  is rem itted to the 
Association. The exceptions are those com m issions from SALAM  races and Kentucky Derby 
Day races as m entioned above. 

The Association is obligated to use these funds to supplem ent purses for allowance, 
lm ndicap, stake races for accredited Louisiana bred horses and to pay breeders awards to 
breeders of accredited Louisiana bred horses fiuishing first, second and third in Open Races at 
any track in Louisiana. 

Each racing association authorized to conduct race m eets shall pay the equivalent of 
10%  of the w inner's share of tile purse of each O pen Race w on by an accredited Louisiana bred 
horse. The A ssociation uses these funds together w ith 9.1%  funds from above to pay breeders 
awards to breeders of accredited Louisiana bred horses finishing first, second, and third in Open 
P, aces, at any track in Louisiana. 

The A ssociation was paying 20%  of the earned purse as breeders awards. Effective 
N ovem ber 23, 1995, the Association reduced the award to 15%  of the earned purse. The 
m axim um breeders award paid on an Accredited Louisiana Bred Race is based on a purse of 
$75,000. The nmximnm award paid by the Association on an Open Race - Non-Graded Slakes is 
based on a purse of $100,000. Finally, the maximum award paid by the Association on an Open 
Race - Graded Stakes is based on a purse of $150,000. 



LO UISIANA TIIORO UGItBRED BREEDERS ASSO CIATIO N 
NO TES TO FINAN CIAL STATEM ENTS 

N O TE A 

SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

I~I~,EEDERS AW ARDS - OTIIER RACES (Continued) 

Over and above the purse supplements m entioned above
, the Association shall use up to 

two htmdred thousand dollars ($200,000) of tile 9.1% funds, per year to supplement purses on 
Louisiana Champions Day. 

Finally, tile Association has elected to contribute 10%  of tile 9.1%  funds to tile general 
operation of the Association. This contribution is to help cover adm inistrative costs incurred in 
m aintaining the breeders awards program . 

PO LITICA L A CTIO N CO M M ITTEE 
The Association form ed a com m ittee

, known as tile Breeder's Political Action 
Com m ittee, for tile purpose of represeuting tile Association in legislative m atters at tile slate 
level. M embers are asked to contribute $20 for the support of this conmdttee. 

PU RSE SUPPLEM ENTS 
Any licensee who is licensed in the state of Louisiana to conduct race m eetings where 

pari-m utuel wagering is perm itted sball deduct one-half of the breakage
, wbich is understood to 

be the am ount of m oney left after paying off tbe bettors
, and shall deposit and retain such 

am ounts in a special account to be used for the purpose of supplem enting purses for races written 
mdy for accredited thoroughbred horses. Amounts so deducted shall be used only at tile track 
where such am ount is deducted. 

lu relation to the purse supplem ents, the liceusee conducting tile race m eeting shal 
w ithhold 2%  of the total supplemental purse. The amounts so withheld from the supplem enta 
purses shall be paid to the Association for use for operating and adm inistrative expenses

. 

VIDEO DRAW  POK ER DEVICE PURSE SUPPLEM ENT FUND 

As enacted by Louisiana Revised Statute 33:4862.23(B), monies in tile Video Draw 
Poker Device Purse Supplement Fund shall be annually appropriated to the Deparlment of 
Econom ic Developm ent, Louisiana State Racing Com m ission

, aud shall be allocated by the 
com m ission. 

Two-thirds of tile funds appropriated by the com m ission shall be allocated and provided 
to the licensed racing associations in the State which conduct live horse racing

, on the basis of 
tile proporlion the num ber of thoroughbred race days each association conducted for the 
preceding year bears to tile total num ber of thoroughbred race days conducted statew ide for the 
preceding year and such funds shall be used solely to supplement purses in accordance w itb a 
schedule or form ula established by the purse com m ittee of the Association on Louisiana bred 
thoroughbred races scbeduled for purses not to exceed fifteen thousand dollars

. 
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LO UISIANA TItO R O UG ItBRED BREEDERS A SSO CIATIO N 
N O TES TO FINANCIAL STATEM ENTS 

NO TE A 

SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Conthm ed) 

VIDEO DICkW  POKER DEVICE PURSE SUPPLEM ENT FUND (Continued) 

D ue to fact tbat tbe Association is not in receipt of these funds, but rather tile licensed 
racing associations which conduct live horse racing, and because the Association does not 
disburse these funds, but rather provides direction to the licensed racing associations oll which 
purses for Louisiana bred thoroughbred races will be supplem ented, the financial activities do 
not reflect the receipts and disbursements of the licensed racing associations which conduct live 
borse racing. 

BA SIS O F ACC O U NTING 
The Association's policy is to prepare its financial statements on a m odified cash basis 

that includes recording of depreciation on long-lived assets. Under this basis, revenues are 
generally recognized w hen collected ratber than w hen earned, and expenses are generally 
recoguized wben paid rather than when incurred. Consequently, accrued incom e, w itb the 
exception of accounts receivable, expenses, payables and deferred expenses, which m ay be 
m aterial in am ount, are not reflected in the accom panying financial statem ents. 

Use of the m odified cash basis also precludes the Association from including a statement 
of cash flow s as a basic financial statem ent. It also precludes the A ssociation from alteriug the 
presentation of its financial statements, which would include presenting changes in net assets 
rather than changes in fund balances, and including certain disclosures aboul its investm ents, 
both of w hich are prescribed by generally accepted accounting principles. 

"llm s, tile accom panying financial statements are 11o1 intended to present the financial 
position and results of operations in conformity with generally accepted accounting principles. 
If an expenditure results in the acquisition of an asset having an estim ated usefid life which 
extends beyond the year of acquisition, the expenditure is capitalized and depreciated over tile 
estim ated useful life oflbe asset. 

M anagement has decided not to adopt Statement of Financial Accounting Standards 
(SFAS 116), "Accounting for Contributions P, eceived and Conlributions M ade" and Statement of 
Financial Accounting Standards (SFAS 117), "Financial Statements of Not-for-Profit 
Organizations". M anagement feels tbat it would be m ore beneficial to the reader of the financial 
statem ents 11oi to adopt these Statem ents. 

TOTAL COLUM NS - OVERVIEW  
Total colum ns - overview are captioned lnemorandum only to indicate thai they are 

presented Io facilitate financial analysis only. Data in these colum ns do not present assets, 
liabilities and fund balance, revenues and expenses, and changes in fund balance - m odified cash 
basis in conform ity w ith generally accepted accounting principles. 



LO UISIANA TItORO UGH BRED BREEDERS ASSO CIATION 
N O TES TO FINAN CIAL STATEM ENTS 

N O TF A 

SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

A CCO U NTS R ECEIVA BLE 
Beginning w ith tile purchase of the Louisiaua Horse publication ill 1990, tile Association 

began recording accounts receivable pertaining to the operation oflhe publication. Uncollectible 
accounts receivable are charged directly against earnings when they are determ ined to be 
uncollectible. Use of this method does not result in a material difference from the valuation 
m ethod required by generally accepted accounting principles. 

Credit is extended to those who are m embers of the Association 

PROPERTY AND EQUIPM ENT 
Properly and equipment are recorded at cost. Depreciation is provided on tile straight- 

line and accelerated methods over the estimated useful lives of the respective assets. Use of the 
accelerated m ethod does not result ill a m aterial difference from the straight-line m ethod 
required by generally accepted accounting principles. W hen property and equipm ent are sold or 
otherwise disposed of, the related cost and acc um ulated depreciation are rem oved from tile 
accounts and any gain or loss is included w ithin the results of operations. Depreciation expense 
totaled $24,441 for the year ended Decelnber 31, 1997. 

DEPO SITS ItELD FOR FUTURITY RA CES 
Funds received as nom inations for thoroughbreds to run in races scheduled in future 

years are accum ulated until the races are run, w ith tile funds distributed to the horseulau's 
bookkeeper for distribution to tile winning thoroughbred owner(s). These funds are shown as 
liabilities of the Association. Any interest earned on these funds is considered as operating 
rew ~nue of the A ssociation. 

CASIt EQUIVALENTS 
For reporting purposes, tile Association considers all highly liquid debt instrum ents with 

a m aturity of six m onths or less to be considered cash equivalents. 

INC O M E TAX ES 

The Association meets tile requirements of Section 501(c)6 of the Internal Revenue 
Code and therefore is exem pt from Federal and state incom e taxes. 

USE O F ESTIM ATES 
Tile preparation of finaucial statem ents in conform ity with generally accepted accounting 

principles requires m auagem ent to m ake estimates and assumptions that affect certain reported 
am ounts and disclosures. Aeeordiugly, actual results could differ from those estimates. 

A D V ER TISIN G  
The Association expenses the cost of advertising as incurred. Adverlising and promotion 

totaled $52,787 in 1997. 



LO UISIANA TH O RO UG IIBRED BREEDERS A SSO CIATIO N 
NOTES TO FINANCIAL STATEM ENTS 

N O TE B 
DEFINED CO NTRIBUTION PENSIO N PLAN 

The Association has a defined contribution pension plan for all em ployees who have 
reached twenty-one years of age and have a m inim um of one year of service. The annual 
contribution shall be equal to 25% of each eligible employees ammal wages and shah be paid in 
January of the year following tile year of eligibility. 

The contributions paid in 1997 totaled $26,733 

N O TE C 
R ELA TED ])A R TY TRA NSA CTIO NS 

The Association is the sole shareholder of the Breeders' Sales Com pany of Louisiana, 
Inc. The purpose of this company is to organize and operate horse auctions in order for breeders 
to have a forum for selling their horses. It was funned by the Association's Board of Directors 
in order 1o keep the income of the two organizations separate. This investm ent is staled at cost, 
as opposed to the equity m ethod w hich is required by generally accepted accounting principles. 
As of Decem ber 31, 1997, tile m arket value of this ilw estm ent camm t be readily determ ined. 

The Retained (Deficit) of this company equals $18,794. Use of the equity method would require 
that the investment be carried at a basis of $1,206, thus (;rearing a difference of$18,794, which is 
not considered m aterial to the financial statements taken as a whole. 

During 1997, the Association was paid $-0- for tile mauagemeut of tile Breeders' Sales 
Com pany of Louisiana, Inc. For their year ended Decem ber 31, 1997, tile Breeders' Sales 
Company of Louisiana, Inc. had a net loss of $1,241. 

As of December 31, 1997, tile Breeders' Sales Company of Louisiana, Inc. owes tile 
Association $42,037. 

N O TE D 
CONCENTRA TIO N OF CREDIT RISK 

The Association has three bank accounts whose balances exceed tile insurance coverage 
provided by tile Federal govern ment. As of December 31, 1997, these balances exceed the 
insurance ceiling by $96,805. 
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R EPO RT O N CO M PLIAN CE AND O N INTERNAL CO N TRO L O VER FINANCIAl. 
REI)O RTING BASED ON AN AUDIT OF FINANCIAL STATEM ENTS PERFORM EI) IN 

ACCO RDANCE W ITH GO VERNM EN TA UDIT1N G S7'.4NDARI)S 

l~oard of Directors 
Louisiana Thoroughbred Breeders Association 

W e have audited  the financial statements of LOUISIANA TltOROUGItBRED BREE1)ERS 

ASSOCIATION (a non-profit organization) as of and for lhe year ended December 31, 1997, and have 
issued our report thereon dated M ay 20, 1998. W e conducted our attdit in accordance with generally 
accepted auditing standards and the staudards applicable to financial attdits conlained in Government 
Auditing Standards, issued by the Comptroller General of the United Stales. 

Com pliance 

A s part of obtaining reasonable assurance about whether LO UISIANA TItO I,~O UG ItBRED BR EEDH ~S 
A SSO CIATIO N 's financial statem ents are free of m aterial m isstalem ent, w e perfonned tests of its 
com pliance w ith certain provisions of laws, regulations, contracts and grants, noncompliance with which 
could have a direct and n|aterial effect on the detennination of financial statem ents am ounts, llowever, 

providing ml opinion on con|plia||ce 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 the following instance of 
noncom pliance that is required to be reported herein under Government Auditing Standards. 

Condition: The LOUISIANA TH OROUGItBRED BREEDERS ASSO CIATION prepares its financial 
statements on the m odified cash basis that includes recording of depreciation on long-lived assets. Under 
this basis, revenues are generally recognized when collected rather lhau when earned, arm expenses are 
generally recognized when paid rather than when incurred. Consequently, accrued incom e, with the 
exceplion of accounts receivable, accrued expenses and deferred expenses, which may be m aterial in 
amount, are not reflected in the financial statements. Use of the modified cash basis also precludes the 
Association fi'om including a statement of cash flows as a basic financial statement. Thus the financial 
statem ents are not intended to present the financial position and results of operations in eonfonnity w ith 
geueraUy accepted accounting principles. LA Rev. Slat. 24:514 requires that the financial statements be 
prepared in accordance w ith generally accepted accounting principles. 
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Criteria: Under tile above m entioned statute, tbe financial statem ents of LO UISIANA 
TItOI~,OUGIIBRED BREEDERS ASSOCIATION should have been prepared according to generally 
accepted accounting principles; however, the nature of the Association's operations preclude them from 
follow ing ~.enerally accepted accounting principles. Outside of the activity associated with the Louisiana 
Champions Day, the Association is not able to m easure at year end its accrued revenue lbat is first collected 
by tile Louisiana State Racing Com m ission, the racing associations, and tile off-track betting facilities. As a 
result of not being able to determine its revenue, the Association therefore is unable to determ ine its liability 
for paym ent of breeders awards. 

Effect: This is not expected to have all effect on tile financial statem ents. The facts attribulable to tile 
Association not preparing its financial statements in accordance with generally accepted accounting 
principles was com m unicated to the legislative auditor in a letter dated October 1, 1998. Said letter 
ackaowledl-~ed tile understanding by the legislative auditor of the difficulty in following generally accepted 
accounting principles as opposed to an Other Comprehensive Basis of Accounting. 

nternal Control O ver Financial Reoortinff 

Ill planning and perforating our audit we considered LOUISIANA TItOROUGIIBRED BREEDERS 
ASSO CIATION 's intern al control over financial reporting in order to detem fine our auditing procedures 
for tile purpose of expressing our opinion oil the financial statem ents and 11ot to provide assurallce on tile 
intern al control over financial reporting. Our consideration of the internal control over financial reporting 
would not necessarily disclose all m atters in file intern al coatrol over financial reporting that m ight be 
m aterial weaknesses. A m aterial weakness is a condition in which the design or operation of one or m ore of 
the intern al control com ponents does not reduce to a relatively low level the risk that m isstatem ents in 
amounts that would be m aterial in relation to the financial statements being audited may occur and not be 
detected w ithin a tim ely period by employees in the normal course of perform ing their assigned functions. 
W e noted no matters involving tile internal control over financial reporting and its operation that we 
consider to be m aterial weaknesses. 

This report is intended for the inform ation of the Board of Directors and tile Legislative Auditor of the Slate 
of Louisiana. This restriction is not intended to lim it the distribution of this report, which is a m atter of 
public record. 

M ay 20, 1998 

A Professional Accounting Corporation 


