





NEW ZEALAND THOROUGHBRED RACING INC

NOTES TO THE FINANCIAL STATEMENTS

FOR THE 16 MONTHS ENDED 31 JULY 2007

8. FINANCIAL INSTRUMENTS

NZTR has exposure to financial instruments principally through debtors, cash, short term bank investments, and creditors. It does not

enter into transactions involving off balance sheet financial instruments.

The carrying value of all Statement of Financial Position financial assets and liablities are considered to be equivalent to their fair

value, except for one loan which is interest free.

Financial instruments, which potentially subject NZTR to concentrations of credit risk, consist primarily of cash at bank, short term
investments and debtors.

NZTR places its cash and short term investments with quality financial institutions, such as the ANZ Bank. Amounts owed to NZTR
are mostly due from entities in the racing industry and hence the credit risk is considered low.

9. LOANS

NZTR has advanced the following amounts at commercial interest rates, with the exception of the loans indicated as being interest free:

Catwalk Trust Interest Free - 10,000
New Zealand Racing Hall of Fame Interest Free - 10,000
RACE Inc 257,007 -
Otago Racing Club 42,487 -
Oamaru Racing Club 31,211 -
Otaki-Maori Racing Club 103,184 -
New Zealand Equine Education Trust Interest Free 119,000 151,600
NZTR Owners Settlement Interest Free - 450,000

552,889 601,600
Current 73,698 20,000
Non-Current 479,191 601,600

552,889 621,600

10. RELATED PARTY NOTE

NZTR entered into transactions during the period with two related parties. These included the NZTR Owners Settlement which
manages all settlements in regards to thoroughbred racing.

The second was with the NZRB for both operating and funding transactions. The NZRB charged NZTR for property, telephone,
technology and salary costs. NZTR invoiced the NZRB for drug testing for the 16 months ended 31 July 2007 only. The NZRB also
distributed funding on NZTR’s behalf to Clubs.

NZTR Settlement Administration Fee 157,796 110,771
NZRB (operating fees less operating expenses) (176,458) (236,797)
NZRB (funding revenue less funding expenses) 6,522,934 (793,960)

NZTR has advanced the following amounts, interest free, to related parties:

New Zealand Equine Education Trust 119,000 151,600
NZTR Owners Settlement - 450,000
119,000 601,600
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NEW ZEALAND THOROUGHBRED RACING INC

NOTES TO THE FINANCIAL STATEMENTS

FOR THE 16 MONTHS ENDED 31 JULY 2007

11. PROPERTY AND CENTRAL OVERHEADS

The key expenses that are included in Property and Central Overheads are:

Rent and Property Expenses 129,039 67,289
Insurance 61,245 44,791
Depreciation 94,655 68,869
Loss on Disposal of Property, Plant and Equipment 27,621 32,576

12. IT INFRASTRUCTURE AND NETWORK COSTS

The key expenses included in IT Infrastructure and Network costs are:
Depreciation 475,185 780,916
Maintenance and Network Costs 310,728 157,995

13. SPECIAL PROJECTS

The key projects included in Special Projects are:

Venue Inspection 127,397 97,164
Rules of Racing Review 62,716 -
Regional Feasibility Studies 41,777 -

14. OTHER DEPARTMENT COSTS

The key expenses included in Other Department Costs are:

Drug Detection 160,095 265,329
DNATyping 302,184 272,478
Travel 296,874 197,075

The decrease in drug detection costs is due to the NZRB agreeing to fund the cost of drug testing with the New Zealand Laboratory

Services from 1 August 2006.

15. SUNDRY COSTS

The key expenses included in Sundry Costs are:

Judicial Control Authority 199,340 149,472
Board Expenses 171,954 145,362
Board Fees 172,928 -
Legal and Professional Fees 315,685 180,527
Audit Fees 36,890 18,500
Bad Debt (Recovery)/Write-Off (13,140) 24,483

16. TOTAL OPERATING REVENUE

Income from NZRB Funding 67,985,509 37,370,860
Income from NZTR Core Activity 9,136,462 6,470,941
Total Operating Revenue 77,121,971 43,841,801

44  NEW ZEALAND THOROUGHBRED RACING



NEW ZEALAND THOROUGHBRED RACING INC

NOTES TO THE FINANCIAL STATEMENTS

FOR THE 16 MONTHS ENDED 31 JULY 2007

17. NEW ZEALAND INTERNATIONAL FINANCIAL REPORTING STANDARDS (NZIFRS)

In December 2002 the Accounting Standards Review Board (ASRB) announced that New Zealand reporting entities would be
required to apply NZIFRS for reporting periods commencing on or after 1January 2007. The international standards were released
on 31 March 2004 and adopted in New Zealand by the ASRB on 24 November 2004 with certain adaptations to reflect New Zealand

circumstances. Entities have the option of adopting NZIFRS early for periods beginning on or after1January 2005.

NZTR will not be an early adopter of NZIFRS. The Opening Balance Sheet (1 April 2006) under the new Standards will be reported

in the 2008 Annual Report, preparatory to full adoption for the financial year ending 31July 2008. A conversion project has
commenced. This project entails assessing the impacts of changes in financial reporting standards on NZTR’s financial reporting
and other related activities, then designing and implementing processes to deliver financial reporting on an NZIFRS compliant basis,

as well as dealing with any related impacts.

Transition from existing NZ GAAP to NZIFRS will be made in accordance with NZIFRS 1“First-time Adoption of New Zealand
Equivalents to International Financial Reporting Standards”. Upon adoption of NZIFRS, comparative information will be restated to
conform with the requirements of NZIFRS and the impact that adoption of NZIFRS has had on NZTR’s financial statements will be

set out.

NZTR has not yet completed the quantification phase of this exercise and as such is unable to conclude on the resulting impact of
adoption of NZIFRS to NZTR’s Statement of Financial Position as at 1 April 2006.
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Deloitte

AUDIT REPORT

TO THE READERS OF THE FINANCIAL STATEMENTS OF NEW ZEALAND
THOROUGHBRED RACING INCORPORATED

We have awdited the financial statements on pages 35 to 43, The financial statements provide
information about the past financial performance of New Zealand Thoroughbred Racing Incorporated
and s Anancial position as at 31 July 2007. This information is stated in accordance with the
accounting policies set out on pages 38 and 39.

Board's Responsibilities

The Board is responsible for the preparation of financial statements, in accordance with New Zealand
law and generally accepted accounting practice, which Fairly reflect the financial position of New
Zealand Thoroughbred Racing Inc as at 31 July 2007 and the results of its operations and cash flows for
the 16 month period ended 31 July 2007,

Auditors’ Responsibilities
It is our responsibility to express to you an independent opinion on the financial statements presented by
the Board.

Basis of Opinion

An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the

financial statements. It also includes assessing:

» the significant estimates and judgements made by the Board in the preparation of the financial
statements, and

# whether the accounting policies are appropriate to New Zealand Thoroughbred Racing Inc's
circumstances, consistently applied and adequately disclosed.

We conducted our audit in accordance with New Fealand Auditing Standards. We planned and
performed our audit 20 as to obtain all the information and explanations which we considered necessary
in order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from material misstatements, whether caused by fraud or emor. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the financial statements.

Other than in our capacity as auditors and the provision of taxation advice, we have no relationship with
or interests in New Zealand Thoroughbred Racing Ine.

Unqualified Opinion
We have obtained all the information and explanations we have required.

In our opinion the attached financial statements fairly reflect the financial position of Mew Zealand
Thoermughbred Bacing Inc as at 31 July 2007 and the results of its operations and cash Nows for the 16
month period ended on that date.

Our audit was completed on 12 September 2007 and our unqualified opinion is expressed as at that date.
W

CHARTERED ACCOUNTANTS
WELLINGTON, NEW ZEALAND
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NZTR INC.
106-110 Jackson Street + Petone + Wellington + New Zealand
PO Box 38 386 + Wellington Mail Centre + New Zealand
TELEPHONE: +64 4 576 6240 FACSIMILE: +64 4 568 8866 EMAIL: office@nzracing.co.nz
WEBSITE: WwWw.nzracing.co.nz




