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MESSAGE from the NTRA PRESIDENT and CEO

After 10 years, the
NTRA'’s mission to im-
prove the economics of
horse racing and increase
the sport’s popularity

remains unchanged.

What is vastly differ-
ent between the NTRA of
1998 and NTRA of 2008

is the association’s choice of strategic tools to achieve its

mission.

At the outset, our marketing focused almost exclusively
on national television as the best means of expanding the
reach and popularity of horseracing. While an ongoing
national television presence will remain an important mem-
ber benefit and a key component of the NTRA's strategic
mission to market and grow the popularity of the sport,

television is no longer enough to match the competition.

Technology and consumer tastes are now converging
to make the Internet the preferred information source for
a growing audience of sports fans. And nearly a decade of
national consumer research has taught us that horseplay-
ers have some great ideas about how to expand the reach
of horse racing. Following the example of other successful
industries, the NTRA is using customer engagement as a
primary source of innovation and new ways to approach
fan development. As we enter our second decade, we have
formally enlisted our fans in the process through the intro-
duction of a Web 2.0 social networking strategy and a new

Horseplayers” Coalition.

In its start-up phase, the NTRA relied heavily on
the American Horse Council (AHC), a trade association
representing more than 166 breeds of horse, to represent
the racing industry’s interests on Capitol Hill. Today, the
NTRA continues to participate in AHC programs but has
launched its own federal lobbying program focusing on
issues that are largely unique to breeding, pari-mutuel
racing and wagering, and has created what is now the

largest gaming political action committee.

In even less time — just six years — the NTRA has taken
a nascent group purchasing program and built an outstand-
ing member benefit program by partnering with highly
respected sponsors such as John Deere, UPS, Toshiba,
Office Depot, Sherwin-Williams and others. In the pro-
cess, we have dramatically expanded benefits and savings
to members while providing new sources of revenue to the
NTRA. With expanded participation from other leading
equine trade associations such as the AQHA, a strate-
gic re-branding using “NTRA Advantage” in 2007 and a
renewed emphasis on high-quality products and services,
sales have multiplied seven-fold since the program’s incep-

tion.

While not part of our 1998 strategy, helping to insure
the integrity of horseracing has emerged as an important
component of our plan in 2008. Six years ago, the NTRA
took the lead on integrity matters that relate to wager-
ing security in the wake of an attempted Pick-6 wagering
fraud. Since then, we have taken the lead in other integrity
matters such as equine drug testing, medication and equine

sales. Where integrity is concerned, there is no single,




identifiable goal to be met. Ensuring the integrity of our
sport and of pari-mutuel wagering is a never-ending pro-
cess and we remain committed to working proactively with

industry stakeholders on issues of common concern.

Just a few months ago, Congress invited the NTRA
to join the likes of the National Football League (NFL),
National Basketball Association (NBA), Major League
Baseball (MLB), United States Olympic Committee
(USOC) and National Collegiate Athletic Association
(NCAA) to speak for the entire horse industry on the issue
of steroids and drugs in horse racing. The hearing was the
latest example that the NTRA’'s many years of hard work
have distinguished the organization as an important leader
and communicator for the industry. In attending recent
industry gatherings, it also has become abundantly clear
that virtually all segments of the industry are looking to the

NTRA for leadership in a number of critical areas.

We have come this far and grown this strong thanks
to your support. Your contributions to the NTRA over the
past decade — in the form of membership dues, a purchase
made through NTRA Advantage or participation in the
NTRA's various voluntary check-off programs — have

helped us build, sustain and grow many important pro-

grams. As this 2007/2008 Annual Report shows, the asso-
ciation is well positioned to continue to serve the industry
and to meet the challenges that pari-mutuel racing will face

in the years ahead.

As always, we welcome your comments and sugges-
tions. Your support is vital — and valued — as we enter our
second decade of representing the Thoroughbred industry

and fulfilling the mission that you have given us.

Sincerely,

(Rl

Alexander M. Waldrop
President and CEO




BOARD of DIRECTORS

The 15-member NTRA Board of Directors consists
of the NTRA CEO and seven representatives each for

racetracks and for horsemen, owners and breeders.

Track director seats include representatives from
three independent tracks corresponding to the Eastern,
Midwestern and Western regions and four major track
companies: Churchill Downs Incorporated, Keeneland
Association, Magna Entertainment Corporation and the

New York Racing Association.

TRACK REPRESENTATIVES

Independent Seats

Robert Elliston
Turfway Park
Midwestern Region

Robert Green
Philadelphia Park/Greenwood Racing

Eastern Region

F. Jack Liebau, Sr.
Bay Meadows/Hollywood Park
Western Region

Horsemen director seats include representatives
from The Jockey Club, National Horsemen’s Benevolent
and Protective Association, Thoroughbred Horsemen’s
Association, Thoroughbred Owners and Breeders
Association and Thoroughbred Owners of California.

Breeders’ Cup Limited has two horsemen director seats.

Racetrack Company Seats

Robert Evans
Churchill Downs Incorporated

Charles Hayward
New York Racing Association

Jim McAlpine

Magna Entertainment Corporation

Nick Nicholson

Keeneland Association




OWNER/BREEDER/HORSEMEN NTRA CORPORATE OFFICERS
REPRESENTATIVES

Robert Clay
Breeders’ Cup Limited

Robert N. Elliston

Executive Chairman

Alexander M. Waldrop
Alan Foreman President & CEO
Thoroughbred Horsemen’s Association

Robert Watt

William Heiligbrodt Secretary

Thoroughbred Owners and Breeders Association

Vicki Baumgardner

G. Watts Humphrey, Jr.
Breeders’ Cup Limited

Treasurer

Alan Marzelli
The Jockey Club

Marsha Naify
Thoroughbred Owners of California

Joseph Santanna

Horsemen’s Benevolent & Protective Association




MEMBER ORGANIZATIONS and AFFILIATES
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ORGANIZATION STRUCTURE

NTRA qafgn

NTRA Charities NTRA Advantage DML

Investments, LLC

NTRA
Productions, LLC

NTRA Charities, Inc.
Builds awareness of Thoroughbred racing’s civic and community activities through

Public Service Announcements and local programs.

NTRA Advantage, LLC
Delivers cost reductions and efficiencies to NTRA members and associated member

organizations through group purchasing.

NTRA Investments, LLC
Makes strategic acquisitions to benefit NTRA members.

NTRA Productions, LLC
Produces horse racing programming, maintains the world’s largest archive of racing

footage and holds all NTRA programming contracts.




NTRA ADVANTAGE

NTRA's for-profit subsidiary, NTRA Advantage,
facilitates sales of products and services from leading
suppliers and manufacturers direct to one million NTRA

members and members of NTR A-affiliated organizations.

Affiliates include all major racing and performance
horse associations such as American Quarter Horse
Association, Equine Canada, Harness Tracks of America,
National Steeplechase Association, United States
Equestrian Federation, United States Polo Association and

United States Trotting Association.

NTRA Advantage product categories include tractors
and other farm equipment, paint, overnight shipping, office

supplies, travel and consumer electronics.

Sales of marketing partner products have grown
annually for six consecutive years, topping $116 million in

2007, and are projected to reach $125 million in 2008.

NTRA Advantage participants have realized savings
of $17 million in 2007 and nearly $85 million since the

program’s inception in 2002.

John Deere vehicles grating the main track at Keeneland Racecourse.

© Horsephotos.com/NTRA



NTRA ADVANTAGE PARTNERS
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NTRA CHARITIES

NTRA's non-profit, 501 (c)(3) publicly supported
charity, NTRA Charities, builds awareness of charitable
programs in the racing industry through public service

announcements and other media.

NTRA Charities’ national partner is Ronald McDonald
House Charities, Inc. (RIMHC®), whose mission is to create,
find and support programs that directly improve the health
and well being of children. NTRA-produced RMHC public

service announcements air nationally on the TVG network

and during NTRA racing telecasts on ESPN.

NTRA Charities also supports projects to ensure the
health and safety of racing’s human and equine athletes.
All facets of the racing industry — including racetracks,
horsemen, jockeys, owners, breeders and racing fans

— contribute to NTRA Charities’ special projects.

NTRA qabgn,

CHARITIES

The NTRA Charities — Permanently Disabled Jockeys
Fund accepts and disburses contributions to support nearly

60 disabled riders.

The NTRA Charities — Barbaro Memorial Fund
supports research to cure laminitis. In consultation with the
Grayson-Jockey Club Research Foundation, the Barbaro
Memorial Fund in 2007 supported laminitis research
projects and programs at the University of Georgia,
University of Pennsylvania and Louisiana State University.
Through a marketing partnership with Pfizer, support for
the Barbaro Fund continues in 2008.

L3

®

RONALD MCDONALD
HOUSE CHARITIES
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The passing of Kentucky Derby winner Barbaro, who succumbed to laminitis in 2007, inspired hundreds of contributions to the
NTRA Charities - Barbaro Memorial Fund to cure laminitis.

;

D oo

NTRA CHARITIES
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LEGISLATIVE

Through a combination of legislative advocacy and
contributions from its political action committee, Horse

PAC, NTRA proactively seeks legislation to address issues

that impact the pari-mutuel racing and wagering industries.

The NTRA'’s lobbying efforts center on tax matters
affecting horse owners, breeders, players and racetracks,
and on safeguarding the industry’s ability to continue to
conduct online pari-mutuel wagering on horse racing as

authorized by the Interstate Horseracing Act.

The association also supports American Horse Council
programs to address matters that affect the horse industry
as a whole, including immigration, unwanted horses and

agricultural issues.

In 2007, the NTRA secured inclusion of the Equine
Equity Act (EEA) — Federal legislation to address tax
matters relating to racehorses — in the Senate-passed
version of the Farm Bill. The Farm Bill, including the EEA
provision, became law in early 2008. The association also
has formed a Horseplayers’ Coalition, which focuses on
legislative and regulatory solutions to tax and business
issues that impact pari-mutuel racetracks and their
customers and provides grass roots support for the NTRA’s

lobbying efforts on Capitol Hill.

Alex Waldrop testifies on Capitol Hill on February 27, 2008.

© Horsephotos.com/NTRA






INDUSTRY PROGRAMS

The NTRA participates in a range of collaborative
programs to address issues of national importance to the
horse racing industry, including equine drug testing, animal

welfare, wagering technology and sales integrity.

The NTRA supports the Racing Medication and
Testing Consortium, which provides scientific support
for racing’s equine drug testing program and, with the
Association of Racing Commissioners International,

promotes a national medication policy.

As a member of the American Horse Council, NTRA

participates in several committees relating to horse health

and safety, including the Unwanted Horse Coalition, whose
mission is to reduce the number of unwanted horses in the

United States.

NTRA has taken a lead role in the Wagering
Transmission Protocol project to improve the technological

infrastructure of the pari-mutuel wagering system.

In collaboration with the Thoroughbred Owners and
Breeders Association (TOBA), the NTRA also helped
produce new business guidelines governing sales of
Thoroughbred horses at auction under the Sales Integrity
Task Force.

14
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NTRA and TOBA produced new guidelines for bloodstock agents and sellers at public auction, which take effect in 2008
at Keeneland and Fasig-Tipton. These two companies - the country’s largest and oldest auctioneers,
respectively - sold more than $1 billion worth of horses in 2007.




MARKETING

NTRA'’s national marketing and promotions focus on
racing’s core fan, the horseplayer, as well as target fans.
The association and its member organizations support a
yearlong series of handicapping tournaments that highlight
the skills of horseplayers and culminate in the annual
$1 million Daily Racing Form/NTRA National Handicapping
Championship (NHC).

A newly created National Handicapping Championship
Tour identifies and rewards the best tournament players and

links the qualifying tournaments to each and the NHC.

The Tour features a leader board, added prize money

and a $2 million bonus. A “Rookies Tour” also is planned.

Participants automatically are enrolled in the NTRA

Horseplayers’ Coalition.

NTRA fosters an online community of current and
emerging fans through the use of blogging, Web postings
and interactive communications. The association’s
Web 2.0 social networking strategy focuses on direct
communications with consumers regarding a wide variety of

issues that face the pari-mutuel racing industry.

NTRA member organizations can join the Web 2.0
initiative through a co-op program that offers e-mail

optimization, online social programs and event marketing.

16



""”U\-u HANDICAPPING

NSH]f January 26, 2008
A0 Goooar— $500,000

fryﬁ_HuNDRw r//ouanD DOLLHRS AND o%o
<008 NHC 17",

© Horsephotos.com/NTRA

Keith Chamblin, Jason McCormick, Richard & Sally Goodall and Steve Crist with the winner's check at the
2008 Daily Racing Form/NTRA National Handicapping Championship at Red Rock Resort & Casino, Las Vegas, NV January 26, 2008.
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Reflecting the growing trend toward wireless and
interactive media, NTRA has brought renewed focus and
enhancements to its Web site. NTR A.com is now a leading
supplier of racing information and race replays, offering
a global audience the opportunity to share the racing
experience online at any time. In 2007, NTRA.com page
views increased 12 percent, to more than 17 million, with

the number of site visitors increasing by 69 percent.

For television audiences, NTRA offers springtime
racing on ESPN, including traditional Triple Crown
prep races such as the Florida Derby and Arkansas

Derby. NTRA marketing partner TVG offers continuous

racing coverage throughout the year on DISH Network,
DIRECTYV and select cable systems.

NTRA member organizations and founding member
Breeders’ Cup Limited offer horse racing’s signature events,
the Triple Crown and Breeders’ Cup World Championships,

on major networks.

18



NATIONAL THOROUGHBRED RACING ASSOCIATION

in association with

FEATURED RACE:
Churchill Downs + Gradel * 2 million « May 03, 4:30PM ET »

Up
Sign-up now to become a NHC Tour
Member!

es

SITE SEARCH

AA ADVANTAGE NDUSTRY

KENTUCKY DERBY
NBCE

The Big Brown Blog

Buzz, exciternent, and intrigue might be the three
best words to describe the unbeaten Big Brown as
he heads into the Kentucky Derby. The buzz is
simple -- he's the Kentucky Derby favorite and
making headlines. Excitement comes easy when you
win your three lifetime staris by a combined margin
of 29 lengths and draw comparisons to racing's
immortals. Follow IEAH Stables’ Big Brown Blog
right here on NTRA.com!

Follow |IEAH Stables’ Big Brown on his journey through the
Tripte Crown and beyond, right here on NTRA.com!

Headline News

* Saez o ride Eight Belles ¥ in Derby

* Surf Cat seems back to okl self

* Four graded winners contest Derby Trial
* Texas Mie tops quariet of stakes

heads Bob L
* Withers: J) Be K may just be uncatchable

* Communique works magic in Bewich 5.

* Wesichester: Grasshopper cutting back

* Giant Moo going to Preakress

* Closing day carryover at Keeneland

* Beaugay: Criminologist has G1 goals ahead

* Another fily standout for Salzman

MORE NEWS

comtant provided by

(275723 bloodhorse.com

.com Features and Blogs

A Voice for Players in Washington

Alex Waldrop, Special to NTRA.com

‘With the sting of tax returns and April 15 still fresh in the
4 minds of many horseplayers, this week seemed like the

perfect time to formerly launch the NTRA Horseplayers®

Coalition. READ BLOG

How's Big Brown?

IEAH Stables, Special to NTRA.com

Big Brown and trainer Rick Dutrow Jr. will arrive at
Churchill Downs on Monday, likely by 5:00 p.m. The
crowd will follow. READ BLOG

5 Mayne: What can Big Brown do for you?

o Kenny Mayne, Special to NTRA.com

ESPN's Kenny Mayne dropped by Big Brown's stall fora
rare interview with the Flordia Derby winner the week
prior to the 134th running of the Kentucky Derby, FULL
STORY

Graded eamings are today’s polyester

Randy Moss, Special to NTRA.com

Times have changed, and Churchill Downs may need to
rethink its Kentucky Derby graded-earnings rule. READ
BLOG

“Because | Can™

Eric Wing, Special to NTRA.com

The rationale for pointing a horse to the Kentucky Damy
seems to have changed qurte a bit lately READ

MORE FEATURES MORE BLOG ENTRIES

TOP 10 HORSES

All Times Eastarn,

. Sportscenter at the Kentucky
mamnm

DISTANCE:
TRACK: Churchil Downs
Triple Crown Special
RACE: Kentucky Oaks
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TRACK: Churchill Downs

10 Furlongs
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Featured Races

Powersd by Equibasa

An Award-Winning Film
Opening April 18
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Horseplayers' Coalition
NHC Tour
Become a member and
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NTRA on YouTube NTRA on MySpace
Catch major races from NTRA  Add NTRA to your MySpace
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and more!
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A FINAL WORD

NTRA has and will continue to use its convening
authority to address many of horse racing’s most complex
and controversial issues. Only by taking on integrity
matters, like medication or industry challenges like the
health and safety of our athletes, can we build and retain

our customers’ confidence and patronage.

Similarly, federal legislation and the NTRA’s in-

house sales program aimed at improving the economics of

racing and breeding are key to making our industry more

competitive.
Ensuring our industry’s future drives everything we do.

We thank you for entrusting us with this responsibility
and welcome every opportunity to bring together our
industry’s stakeholders in united efforts to promote the

storied sport of horse racing.

© Breeders’ Cup Limited

Curlin stormed to victory in the 2007 Breeders’ Cup Classic — Powered by Dodge to clinch Horse of the Year honors
at the Eclipse Awards, presented by NTRA, Daily Racing Form and the National Turf Writers Association.
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National Thoroughbred Racing Association, Inc. and Subsidiaries

REPORT of INDEPENDENT AUDITORS

Report of Independent Auditors

To the Board of Directors
National Thoroughbred Racing Association

We have audited the accompanying consolidated statements of financial position of the
National Thoroughbred Racing Association, Inc. and Subsidiaries (the Association) as of
December 31, 2007 and 2006, and the related consolidated statements of activities and changes
in net assets and cash flows for the years then ended. These financial statements are the
responsibility of the Association’s management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in 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.
We were not engaged to perform an audit of the Association’s internal control over financial
reporting. Our audits included consideration of internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Association’s internal control over
financial reporting. Accordingly, we express no such opinion. An audit also 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
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of the National Thoroughbred Racing Association, Inc. and
Subsidiaries at December 31, 2007 and 2006, and the consolidated results of their activities,
their change in net assets and their cash flows for the years then ended in conformity with U.S.
generally accepted accounting principles.

Our audits were conducted for the purpose of forming an opinion on the consolidated
financial statements taken as a whole. The consolidating details appearing in the consolidated
financial statements are presented for purposes of additional analysis and are not a required part
of the consolidated financial statements. Such information has been subjected to the auditing
procedures applied in our audits of the consolidating financial statements and, in our opinion,
is fairly stated in all material respects in relation to the cosolidated financial statements take
as a whole.

March 14, 2008 émt ¥ MLLP
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National Thoroughbred Racing Association, Inc.

and Su})sidiuries

CONSOLIDATED STATEMENTS of FINANCIAL POSITION

AS OF DECEMBER 31, 2007 AND 2006 [\\'ITII CONSOLIDATING DETAILS IN 2()()7]

ASSETS
Cash and cash equivalents
Funds held for others
Accounts receivable, net
Receivable from Breeders' Cup Limited
Prepaid expenses
Other assets
Property and equipment, net
Investment in subsidiaries
Due (to) from subsidiaries
Intangible assets, net

Total assets

LIABILITIES AND NET ASSETS
Accounts payable and accrued liabilities
Funds held for others
Payable to Breeders’ Cup Limited
Deferred revenue
Current portion of long-term debt
Long-term debt
Other long-term liabilities

Total liabilities

Minority interest

Net assets
Preferred membership interest
Undesignated net assets

Total net assets (deficit)

Total liabilities and net assets

See accompanying notes.

NTRA
INVESTMENTS,
NTRA, INC. LLC

$14,250,722 $ 439402
4,280,832

3927790 510,613
38,842

156,684 22425
74,157
282,397
1,000,000

(296,323) 296,323

3,260,186

$23715,101 $ 4,528949

$3,655,727 $ 17000
4280,832

1,179,022 209,174

1,661,890

4,060,312
74,157

9,189,738 5948,376

25,000

1,000,000

14,525,363 (2,444,427)

14,525,363 (1,444,427)

$23715,101 $ 4,528,949

INTERCOMPANY
ELIMINATIONS

$ (6,39)

(1,000,000)

$ (1,006,396)

$ (6:39)

(6.396)

(25,000)

(1,000,000)
25,000
(975,000)
$(1,006,396)

2007
CONSOLIDATED

$ 14,690,124
4,280,832
4,432,007

38,842
179,109
74,157
282,397

3,260,186
$ 27,237,654

$ 3,666,333l
4,280,832
1,388,196
1,661,890
4,060,312
74,157
15,131,718

12,105,936
12,105,936
$ 27,237,654

2006
CONSOLIDATED

$ 12,372,592
4,358,964
7,950,403

238,58l
470,305
574,18

6,472,168
$ 32,437,194

$ 6,561,500
4,358,964
2,321,566

375,177
2,000,000
5,560,312
452,530
21,630,049

10,807,145
10,807,145
$ 32/437,194
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National Thoroughbred Racing Association, Inc.

and Su})sidiuries

CONSOLIDATED STATEMENTS of ACTIVITIES and
CHANGES in NET ASSETS

AS OF DECEMBER 31, 2007 AND 2006 [WITH CONSOLIDATING DETAILS IN 2007]
NTRA
INVESTMENTS,  INTERCOMPANY 2007
NTRA, INC. LLC ELIMINATIONS CONSOLIDATED

OPERATING REVENUES

Revenues from Breeders' Cup Limited $ - $ -

Membership dues 9,789,627 9,789,627

Television, sponsorship, purchasing

and promotions 10,827,945 $ 7523421 $ (3012,101) 15,339,265

Contributions 1,545,416 1,545,416

Other revenues 158,766 158,766
Total operating revenues 22,321,754 7,523,421 (3,012,101) 26,833,074
OPERATING EXPENSES

Television 3,142,708 7,523,421 (3,011,652) 7,654,477

Sponsorship and purchasing 4,606,716 (449) 4,606,267

Advertising, marketing and promotions 2,734,568 2,734,568

Purses and awards -

Legislative and regulatory programs 971,031 971,031

Office of Racing Integrity 125,040 125,040

Contributions 1,509,750 1,509,750

General and administrative 4,918,902 988 4,919,890

Depreciation and amortization 314,626 3,211,982 3,526,608
Total operating expenses 18,323,341 10,736,391 (3,012,101) 26,047,631
Excess of operating revenues over

operating expenses 3998413 (3,212,970) 785,443
NON-OPERATING INCOME (EXPENSE)

Interest income (expense) 508,488 508,488

Other income 4,860 4,860
Total non-operating income (expense) 513,348 - - 513,348
Excess of revenues over (under) expenses 4511,761 (3212,970) - 1,298,791

Continued next page.

2006
CONSOLIDATED

$ 41,386,159
10,330,544

21,800,571
492,550
133,209
74,143,033

13,314,859
8,280,729
10,286,493
27,940,390
1,391,352
28,531
573,103
6,402,371
3,583,960
71,801,788

2,341,245

348,937
945,259
1,294,196

3,635,441
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Continued from previous page.

OTHER CHANGES
Transfer of net assets
Change in undesignated net assets (deficit)

Undesignated net assets at beginning of year,
including preferred membership interest

Total net assets (deficit) at end of year

NTRA, INC.

(1,272,705)
3239056

11,286,307

$ 14,525,363

NTRA
INVESTMENTS, INTERCOMPANY 2007 2006
LLC ELIMINATIONS CONSOLIDATED CONSOLIDATED
272,705
(1.940,265) - 1,298,791 3635441
495,838 (975,000) 10,807,145 7171704
$ (1,144427) $ (975,000) $ 12,105,936 $ 10,807,145
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2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Excess of revenues over expenses $ 1,298,791 $ 3635441
Adjustments to reconcile excess of revenues over (under)
expenses to net cash provided by operating activities:
Loss on disposal of assets - 34,962
Depreciation and amortization 3,526,608 3,583,960
Changes in operating assets and liabilities:
Decrease in accounts receivable, net 3518396 377,148
(Increase) decrease in receivable from Breeders’ Cup Limited (38,842) 1,369,484
Decrease in prepaid expenses 59,472 5,681
Decrease in other assets 396,148 69,201
(Decrease) increase in accounts payable and accrued liabilities (2,895,169) 540,119
(Decrease) increase in payable to Breeders' Cup Limited (2,321,566) 2,321,566
Increase (decrease) in deferred revenue 1,013,019 (70,074)
(Decrease) increase in other long-term liabilities (378,373) (126,878)
Net cash provided by operating activities 4,178,484 11,740,610
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (22,842) (71,880)
Net cash used in investing activities (22,842) (71,880)
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of long-term debt (1,838,110) (6,439,688)
Net cash used in financing activities (1,838,110) (6,439,688)
Net increase in cash and cash equivalents 2,317,532 5,229,042
Cash and cash equivalents at beginning of year 12,372,592 7,143,550
Cash and cash equivalents at end of year $ 14,690,124 $ 12,372,592
SUPPLEMENTAL DISCLOSURE
Cash paid for interest $ - $ 280,097

See accompanying notes.
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NATURE of BUSINESS and
ORGANIZATION

The National Thoroughbred Racing Association, Inc.
(the “NTRA” or “NTRA, Inc.”), is a not-for-profit mem-
bership organization incorporated in December 1997.
The purpose of the NTRA is to strengthen the Thorough-
bred racing industry by increasing public awareness,
creating a centralized national structure, implementing
comprehensive marketing strategies and enhancing the
industry’s economic condition by achieving significant
revenue increases and cost reductions for its membership.
NTRA, Inc., as reported on the consolidated statements
of financial position and the consolidated statements of
activities and changes in net assets, includes NTRA, Inc.
and its wholly owned subsidiaries, NTRA Charities, Inc.
(“NTRA Charities”) and NTRA Purchasing (previously
EquiSource, LLC). NTRA Charities is a not-for-profit,
tax-exempt charitable organization whose purpose is to
broaden the Thoroughbred industry’s scope of commu-
nity outreach through a national affiliation with Ronald
McDonald House Charities and to promote and support
existing charities in, and related to, the Thoroughbred
industry. NTRA Purchasing, created in January 2002, is
a for-profit, limited liability company whose purpose is to
deliver cost savings and value-added services to NTRA

members through contracts with major national suppliers.

NTRA Investments, LLC (“NTRA Investments”),
as reported on the consolidated statements of financial
position and the consolidated statements of activities and
changes in net assets, is a for-profit, limited liability com-
pany of which NTRA has a 75 percent ownership interest.
The remaining 25 percent interest is owned collectively by
The Jockey Club, Inc., Breeders’ Cup Properties, LLC (an
affiliate of the NTRA), Keeneland Association and Oak
Tree Charitable Foundation (collectively the “Minority
Partners”). NTRA Investments includes a wholly owned
subsidiary, NTRA Productions, LLC (“NTRA Produc-
tions”). NTRA Productions offers television production
services and controls the world’s largest archive of horse

racing video as well as numerous programming contracts.

YEARS ENDED DECEMBER 31,

2007 AND 2006

Collectively, these consolidated entities are referred to as
the “Association” within these consolidated financial

statements.

MEMBERSHIP and MANAGEMENT
SERVICES AGREEMENT with
BREEDERS' CUP LIMITED

In October 2000, the NTRA entered into an agree-
ment (the “Agreement”) with Breeders’ Cup Limited
(“BCL”) under which, effective January 1, 2001 and for
the ten-year period ending December 31, 2010, the NTRA
performed certain Membership and Management Services,
defined as the performance of normal day-to-day business
operations of BCL. In exchange for such services, BCL
provided NTRA with a Membership and Management
Services Fee. This fee was equal to all BCL operating rev-
enues, excluding investment income, dividends and interest
income; license fee income paid by NTRA; net income from
Breeders’ Cup Properties; less general and administrative
expenses and other expenses necessary to operate Breed-

ers’ Cup Limited.

In connection with this Agreement and the required
services, BCL provided a non-transferable, non-exclusive,
royalty-free license for NTRA to utilize various intellec-
tual property, including copyrights, patents, trademarks,
logos, customer information and other information. BCL
retained full ownership of its property and the rights asso-
ciated with it.

On December 1, 2005, BCL and NTRA amended
the Agreement whereby termination by BCL may occur
annually after December 31, 2005 by giving written notice
to NTRA no later than September 30 of each year to be
effective December 31 of the subject year. On August 25,
2006, BCL provided written notice to NTRA for termina-
tion of this Agreement effective December 31, 2006. This
termination has resulted in a reduction of revenues and
expenses in 2007 due to the elimination of the Membership
and Management Services fee (recorded in revenues from
Breeders’ Cup Limited) and various expenses related to
the operations of Breeders’ Cup.
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In April 2007, NTRA and BCL agreed in principle
to the terms of an Affiliation Agreement in which the two
companies will continue to share various resources such as
personnel, office space and administrative expenses for the
two years beginning January 1, 2007 and ending Decem-
ber 31, 2008. The agreement also sets forth the methods for
fulfilling sponsorship contracts under which both compa-
nies are contractually obligated. BCL paid membership
dues to NTRA in an amount of $800,000 in 2007. Member-
ship dues for 2008 shall be subject to further definition of
the future structure and membership of NTRA.

SIGNIFICANT ACCOUNTING
POLICIES

PRINCIPLES of CONSOLIDATION

The consolidated financial statements include the
accounts of the NTRA and its subsidiaries. All significant
intercompany balances and transactions have been elimi-

nated in consolidation.
OPERATING REVENUES and EXPENSES

Transactions that are considered by management to be
ongoing and central to the strategic purpose of the Asso-
ciation are reported as operating revenues and operating
expenses. Other peripheral transactions are reported as
non-operating income (expense) on the consolidated state-
ments of activities and changes in net assets.

RISKS and UNCERTAINTIES

A significant portion of the Association’s revenue is
dependent on the overall economy of the Thoroughbred
industry. The consolidated financial statements and
accompanying notes have been prepared in conformity
with accounting principles generally accepted in the
United States, which require management to make esti-
mates and assumptions that affect the amounts reported.

Actual results could vary from these estimates.

YEARS ENDED DECEMBER

31,

2007 AND 2006

REVENUE RECOGNITION

In 2006, the Association derived a significant
portion of its revenue from the Membership and
Management Services Fee provided by BCL. Other
primary sources of revenue in both 2007 and 2006 are
membership dues along with fees associated with

television, sponsorship, purchasing and promotions.

Racetrack members and horsemen’s association
dues are recognized in the year to which the member-
ship relates. Dues from public auction sales companies,
and horse sellers and buyers participating in designated
public auctions, are recognized in the year during which
the sale is conducted. Other membership dues are rec-
ognized as revenue when earned according to contract

terms.

Television, sponsorship, purchasing and promo-
tion revenues are earned based upon the satisfaction of
contractual terms. All cash received in 2007 and 2006
related to events occurring in 2008 and 2007, respec-
tively, is recorded in deferred revenue on the consoli-

dated statements of financial position.

All unrestricted, unconditional charitable contribu-
tions are recorded as revenue when received. All con-
tributions are considered available for unrestricted use
unless specifically restricted by the donor. Restricted
contributions received and expended for their restricted
purpose within the same fiscal year are reported as

unrestricted contributions.
CASH and CASH EQUIVALENTS

The Association considers all investments purchased
with an original maturity date of three months or less to

be cash equivalents.
FUNDS HELD for OTHERS

Funds held for others represent cash held on
behalf of other organizations that may be paid to those
organizations in the near term. The amounts of
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$4,280,832 and $4,358,964 as of December 31, 2007 and
2006, respectively, are recorded as both current assets
and current liabilities in the consolidated statements of

financial position.
ACCOUNTS RECEIVABLE

Accounts receivable are recorded net of an allow-
ance for doubtful accounts of approximately $507,000
and $1,058,000 as of December 31, 2007 and 2006,
respectively. Changes in the allowance are reflected
against membership dues on the consolidated statements
of activities and changes in net assets. For 2007, 65
percent of gross accounts receivable is outstanding from
two members. These receivables were collected in full in
2008. No other concentrations of credit risk existed at

December 31, 2007 or 2006.
ADVERTISING and PREPAID EXPENSES

The Association expenses print advertising costs
as incurred and media advertising costs the first time
the advertising takes place. As of December 31, 2007
and 2006, the Association had included approximately
$12,000 and $23,000 in prepaid expenses on the con-
solidated statements of financial position relating to
amounts paid for production costs in advance of media

advertising being aired.
INTANGIBLE ASSETS

The Association accounts for finite-lived intangible
assets at the lower of the amortized cost or estimated
realizable value. Amortization is provided using the
straight-line method over the useful life of the assets. As
part of an ongoing review of the valuation and amortiza-
tion of the intangible assets of the Association, manage-
ment assesses the carrying value of its intangible assets
if facts and circumstances suggest that there may be
impairment. If this review indicates that the intangible
assets may not be recoverable, the Association would
perform a non-discounted cash flow analysis of the oper-
ating results pertaining to such intangible assets. If the

estimated undiscounted cash flows were less than the

YEARS ENDED DECEMBER

31,

2007 AND 2006

asset carrying value, the value of the intangible assets
would be reduced to their estimated realizable value,
which would be estimated by discounting the previously
estimated cash flows. There is no impairment recorded
against intangible assets in 2007 and 2006.

PROPERTY and EQUIPMENT

Property and equipment are stated at cost less
accumulated depreciation. Property and equipment are
depreciated using the straight-line method over their
estimated useful lives, which range from two to seven
years. Leasehold improvements are stated at cost and
amortized using the straight-line method over the lease
term. Depreciation expense is approximately $315,000
and $365,000 in 2007 and 2006, respectively.

RECENTLY ISSUED ACCOUNTING
PRONOUNCEMENT

In July 2006, the FASB issued Financial Interpre-
tation No. 48, Accounting for Uncertainty in Income
Taxes, an Interpretation of FASB Statement No. 109.
(FIN 48). This interpretation requires that realization
of an uncertain income tax position must be “more likely
than not” (i.e. greater than 50% likelihood of receiving a
benefit) before it can be recognized in the financial state-
ments. Further, this interpretation prescribes the benefit
to be recorded in the financial statements as the amount
most likely to be realized assuming a review by tax
authorities having all relevant information and applying
current conventions. FIN 48 also clarifies the financial
statement classification of tax-related penalties and
interest and sets forth new disclosures regarding unrec-
ognized tax benefits. This interpretation is effective for
fiscal years beginning after December 15, 2007 for non-
public entities. The Association is currently evaluating
the impact that the adoption of this interpretation will
have. There was no effect on the consolidated financial
statements as a result of the adoption. Accordingly, the
impact of adopting this new interpretation is unknown

at the present time.

In September 2006, the FASB issued FASB State-

ment No. 157, Fair Value Measurements (Statement
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157), which establishes a framework for measuring fair
value in accounting principles generally accepted in the
United States, and expands disclosures about fair value

measurements.

Statement 157 applies to other accounting pro-
nouncements that require or permit fair value measure-
ments and, accordingly, Statement 157 does not require
any new fair value measurements. Statement 157 is
effective for financial statements issued for fiscal years
beginning after November 15, 2007, and interim periods
within those fiscal years. The Association is currently
evaluating the potential impact that the adoption of this
statement will have on its financial position and results
of operations. Accordingly, the impact of adopting this

new standard is unknown at the present time.

In February 2007, the FASB issued Statement No.
159, The Fair Value Option for Financial Assets and
Financial Liabilities, Including an Amendment of FASB
Statement No. 115, (Statement 159), which, among
other things, permits items at fair value. Statement 159
is effective for fiscal years beginning after November
15, 2007. The Association is currently evaluating the
potential impact that the adoption of this statement will
have on its financial position and results of operations.
Accordingly, the impact of adopting this new standard is

unknown at the present time.

PROPERTY and EQUIPMENT

Property and equipment consist of the following as of
December 31:

2007 2006

Computer equipment $ 1,051,044 $ 1,037,594
Furniture and fixtures |51493 [51,493
Leasehold improvements 119,205 [19,205
Other equipment 206,932 197,540

1,528,674 1,505,832
Less: accumulated depreciation

and amortization (1,246,277) (931,651)

$ 282,397 3% 574,181

INTANGIBLE ASSETS

Finite-lived intangible assets consist primarily of the
purchased assets of Winner Communications, Inc., now
called, and henceforth referred to as Winnercomm, Inc.
(“Winnercomm”), including broadcast rights, a racing

video library and intellectual property rights.

The total contracted purchase price for the assets of
Winnercomm was $27,500,000, subject to adjustments as
defined in the Purchase Agreement. Payments were made
each year from the date of acquisition in 1999 to 2004, in
accordance with the Purchase Agreement. Final payment

of $3,000,000 was made in 2004.

These intangible assets are amortized using the
straight-line method over the remaining estimated useful life,
which currently expires on December 31, 2008 at the conclu-
sion of the Services Agreement between NTRA Productions
and Winnercomm (the “Services Agreement”). Under this
agreement, Winnercomm provides production and program-
ming services for NTRA Productions’ horse racing pro-
gramming and is responsible for generating advertising and

sponsorship revenue in connection with the programming.

Under the Services Agreement, NTRA Productions
paid management fees of approximately $2,114,000 and
$2,024,000 for the years ended December 31, 2007 and
2006, respectively. For the period January 1, 2007 through
December 31, 2008, the management fee is calculated as
the excess of operating revenues over operating expenses
for NTRA Productions. It is expected that this will be ap-
proximately $1,400,000 in 2008.

The Association’s finite-lived intangible assets con-
sist of the following as of December 31:

2007 2006
Broadcast rights
and film archives $ 26,230,316 $ 26,230,316
Less: accumulated
amortization (22,970,130) (19,758,148)

$ 3,260,186 $ 6472168
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Amortization expense is approximately $3,212,000
for the years ended December 31, 2007 and 2006,

respectively.

LONG-TERM DEBT

NTRA has a revolving line of credit with a bank for
an amount up to $2,000,000 with interest of 0.25 percent
below the prime rate payable monthly and a maturity
date of June 30, 2008. As of December 31, 2007 and
2006, the NTRA had no outstanding borrowings under
the line of credit, with the exception of a letter of credit
for approximately $62,000 used to secure the lease of
office space in New York. Interest expense on the line of
credit was not significant in 2007 and 2006.

The NTRA holds letters of credit from financial
institutions to secure its leases of office space in Lex-
ington, Kentucky and New York, New York. The letter
of credit used to secure office space in New York, in an
amount of $62,000, is deducted from the available bal-
ance on the line of credit as discussed above. The letter
of credit used to secure office space in Lexington is for

an amount of approximately $555,000.

To fund the purchase of the assets of Winnercomm
and the establishment of NTRA Productions, NTRA
Investments entered into a term loan agreement (the
“Loan”) on July 7, 1999 with the Minority Partners
(see “Nature of Business and Organization”). The
loan has a balance of $5,722,202 and $7,560,312 as of
December 31, 2007 and 2006, respectively. This includes
$1,788,188 and $2,362,598 as of December 31, 2007
and 2006, respectively, loaned by an NTRA affiliate
(see “Related Parties”). Effective January 1, 2004 the
interest rate was fixed at four percent until maturity on
September 30, 2006. On June 30, 2006 the terms of the
loan were revised such that no interest will be charged
through maturity; the term is extended to February 29,
2012; and payments are expected to be approximately
$1,500,000 in 2008, $1,250,000 from 2009 through 2011,
and $470,000 in 2012. These expected future payments
are derived from half the revenue received by NTRA

from ODS Technologies, L.P. (“T'VG”). This revenue
received by NTRA from TVG is assigned to the Minor-
ity Partners, who have a first priority security inter-

est until such time as the loan balance is fully settled.
The loan is non-recourse to NTRA; therefore, with the
exception of providing to the Minority Partners half the
revenue received from TVG, NTRA is not responsible
for any additional payments to the Minority Partners.
The wagering activities of TVG could be affected by
the recent establishment of a competitive organization,
TrackNet Media, a joint venture of Churchill Downs,
Inc. and Magna Entertainment Corp., and the termina-
tion of multi-year contracts between TVG and various
racetracks providing Thoroughbred racing television

content.

No interest was paid on the loan in 2007. Inter-
est expense on the Loan (including amounts due to an
NTRA affiliate) was approximately $280,000 in 2006.
The assets of NTRA Investments, including NTRA

Productions, secure the Loan.

INCOME TAXES

The NTRA is exempt from federal income tax under
section 501(c)(6) of the Internal Revenue Code. How-
ever, certain activities of NTRA are subject to tax as
unrelated business income. Additionally, for-profit sub-
sidiaries of NTRA are subject to tax on taxable income,
if any. The tax effect of these activities does not materi-

ally impact the consolidated financial statements.

COMMITMENTS and
CONTINGENCIES

Rent expense, which includes rent for office space,
storage and various equipment in Lexington, Kentucky
and New York, New York, amounted to approximately
$387,000 and $902,000 for the years ended December
31, 2007 and 2006, respectively.
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Future minimum lease payments under existing

lease agreements as of December 31, 2007 are as follows:

2008 200,336
2009 120,431
2010 18,125
2011 -
Total $ 338892

RELATED PARTIES

The Association continues to conduct numerous
transactions with a variety of industry organizations
beyond the scope of the membership. The Association
has formed alliances with leading industry news and
information organizations, including The Blood-Horse,
Inc. and Daily Racing Form, LLC (Official Sponsors of
the Association), Equibase Company (Official Supplier
of Racing Information and Statistics to the Associa-
tion) and The Jockey Club Information Systems, Inc.
(Official Supplier of Breeding and Sales Information for
the Thoroughbred industry to the Association). These
partnerships provide the Association with promotional
and advertising vehicles and enable the Association to
provide timely information and statistics (via the Inter-
net and other media) to both new and existing fans,
as well as non-industry publications wishing to cover
Thoroughbred racing.

Prior to 2007, certain transactions were conducted
from time to time between the Association and BCL.
The Membership and Management Services Fee
provided by BCL to NTRA totaled approximately
$41,000,000 in 2006. The Agreement between the
Association and BCL has been revised (see “Member-
ship and Management Services Agreement with Breed-
ers’ Cup Limited”). No membership and management
fee was provided by BCL in 2007. As of December 31,
2007 and 2006, long-term debt includes $1,788,000
and $2,363,000, respectively, loaned by Breeders’ Cup
Properties, Inc., a wholly owned subsidiary of BCL, to

YEARS ENDED DECEMBER 31, 2007 AND 2006

NTRA Investments. Interest expense for 2007 and 2006
includes approximately $0 and $87,500, respectively,
related to this indebtedness. There is no related interest

payable in 2007 or 2006.

BARTER TRANSACTIONS

The Association has agreements with certain
national and industry sponsors that provide mutual non-
cash benefits to both parties under barter transactions.
The benefits received by the Association from sponsors
are recorded as revenue at the fair market value when
received. The use of these benefits is recorded as expense
at the time of use. For the years ended December 31,
2007 and 2006, the Association recognized revenue
and related advertising expense from these sponsors of
approximately $113,000 and $231,000, respectively.

RETIREMENT PLANS

The National Thoroughbred Racing Association
401(k) Retirement Plan (“Retirement Plan”) covers
all full-time emplo_yees over the age of 21 upon three
months of service. Benefits vest over a period of two
to five years. The NTRA contributes an amount equal
to four percent of a covered employee’s salary. In addi-
tion, NTRA matches amounts contributed by covered
employees. Matching contributions amount to 100
percent of the first three percent of ernployee contri-
butions. The Retirement Plan’s contribution expense
approximated $156,265 and $357,000 for the years ended
December 31, 2007 and 2006, respectively.

The National Thoroughbred Racing Association
Deferred Compensation Plan follows in form the Retire-
ment Plan and covers full-time eligible employees whose
annual compensation exceeds the 401(k) ERISA sal-
ary limits. It exists in accordance with section 457 of
the Internal Revenue Code. Under this plan, employee
benefits vest at the earlier date of retirement age or the
completion of ten years of service (as defined in the plan
document). The Deferred Compensation Plan’s contribu-
tion expense approximated $5,250 and $16,000 for the
years ended December 31, 2007 and 2006, respectively.
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OFFICERS’ COMPENSATION

The NTRA Corporate Officers consist of the Com-
missioner, Secretary and Treasurer in 2005. During
2006, both the Treasurer and the Commissioner retired;
an interim CEQO assumed the duties of Commissioner.
During 2007 a President and CEO, and a Treasurer were
hired.

The annual compensation of the NTRA Corpo-
rate Officers, as defined above, includes a base salary,
annual incentive compensation and long term incentive
compensation. Additionally, the officers are included
in the NTRA’s employee fringe benefits programs. The
aggregate annual compensation of the Corporate Offi-

cers included in operating expenses on the statements of
activities and changes in net assets for the years ended
December 31, 2007 and 2006 is $510,000 and $1,751,233,
respectively. Compensation that has been expensed but
not paid due to uncompleted years of employment by each
of the respective officers, is reported as other current
liabilities on the statements of financial position, as well

as in the aggregate Compensation reported above.

NTRA agreed to fund a portion of a separation
agreement with the retired Commissioner. This amount
of $100,000 is included in general and administrative

expenses and accounts payable and accrued liabilities

in 2007 and 2006.
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