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Toskr & Co., p.C.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS® REPORT

The Board of Trustees
Agriculture and New York State
Horse Breeding Development Fund:

Report on the Financial Statements

We have audited the accompanying financial statements of the Agriculture and New York State
Horse Breeding Development Fund (the Fund), a component unit of the State of New York, as of
and for the year ended December 31, 2014, and the related notes to the financial statements, which
collectively comprise the Fund’s basic 2014 financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these 2014 financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the Fund’s preparation and fair presentation of the financial statements in order to desi gn
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Fund’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Fund as of December 31, 2014, and the changes in financial position and its
cash flows for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Correction of Error

As discussed in note 13 to the financial statements, an error resulting in the misstatement of net
position at January 1, 2014 was discovered in the current year. As a result, amounts reported for net
position at January 1, 2014 have been restated to correct the error. Qur opinion is not modified with
respect to the error.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 4 through 6 and the Schedule of Funding Progress
for Other Postemployment Benefits (OPEB) on page 19 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinton or provide any assurance.

Reports on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued our report dated ,
2015, on our consideration of the Fund’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters, The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the resuits of that testing, and not to provide an opinion
on the internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.




In accordance with Government Auditing Standards, we have also issued our report dated R
2015 on the Fund’s compliance with Section 201.3 of Title Two if the Official Compilation of
Codes. Rules and Regulations of the State of New York. The purpose of that report is to provide an
opinion as to the Fund’s compliance with investment guidelines contained therein. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in
considering the Fund’s internal control over financial reporting and compliance.

Williamsville, New York
, 2015



AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Management’s Discussion and Analysis
December 31, 2014

Management of the Agriculture and New York State Breeding Development Fund (the Fund), offers
readers of the Fund’s financial statements this analysis of the financial activities of the Fund for the
years ended December 31, 2014 and 2013.

Following this Management’s Discussion and Analysis (MD&A) are the financial statements of the
Fund together with the notes thereto. Please read the MD&A in conjunction with the Fund’s
financial statements and the accompanying notes in order to obtain a full understanding of the
Fund’s financial position and results of operations.

The Fund was created by an Act of the State of New York (the State), as more fully described in
note 1 to the financial statements, and commenced operations in 1965. The Fund is empowered
with the task of promoting agriculture in general, developing the breeding of horses, and the
encouraging and funding of equine research in New York State.

OVERVIEW OF FINANCIAL STATEMENTS

This annual financial report consists of two parts: Management’s Discussion and Analysis (this
section) and the basic financial statements. The Fund follows enterprise fund reporting; therefore,
the financial statements are presented using the economic resources measurement focus and the
accrual basis of accounting.

FINANCIAL ANALYSIS OF THE FUND

Net Position
The following table summarizes the net position as of December 31, 2014 and 2013:

2014 2013
Assets: :
Cash and equivalents $ 7,036,063 7,246,026
Receivables 2,167,094 1.646.340
Total assets 9.203.157 8.892.366
Liabilities:
State, county and town fair obligations 168,175 155,962
Accrued payroll and payroll related liabilities 11,538 6,623
Payable to Harry M. Zweig Memorial Fund 114,853 106,611
Postemployment benefits 412.909 339,930
Total liabilities 707.475 609,126
Net position $ 8,495,682 8.283.240



AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Management’s Discussion and Analysis, Continued

Operating Activities

Under founding statutes, the Fund receives revenue from on-track and off-track handle in New York
and breakage from regional off-track betting wagers. Handle and breakage accounted for 17.0% of
revenue in 2014, down from 17.2% in 2013. In 2004, the Fund obtained an additional contractual
source of revenue from Video Lottery Terminals (VLTs) at Finger Lakes Casino and Raceway
(FLCR). Further significantly enhancing Fund revenues, the New York Racing Association
(NYRA) began operation of VLTs at the Aqueduct racetrack’s casino (Resorts World Casino New
York City) in late 2012. VLT revenues from these sources accounted for 78.8% and 77.4% of total
revenue for 2014 and 2013, respectively.

Beginning on January 1, 2014, new legislation provided for the Fund to receive additional revenues
from Advance Deposit Wagering (ADW) sources. ADW revenue for 2014 totaled $333,875, or
2.2% of total revenue for the year.

Nomination and sustaining fees decreased significantly from $878,184 in 2013 to $308,732 in 2014.

In 2012, Suffolk Off-track Betting Corporation filed a petition for bankruptcy. At December 31,
2014, approximately $70,000 due from Suffolk to the Fund is being withheld pending court
resolution of the bankruptcy petition. Management’s estimate of the uncollectible amount has been
set up as an allowance against the receivable at December 31, 2014 and 2013.

Due to the decrease in revenues for 2014, the Fund decreased award and purse payout rates for
2014. Racetrack purses totaled $14.3 million in 2013 and $12.3 million in 2014. Breeder awards
were $1.0 million in 2013 and $.72 million in 2014.



The following table summarizes operating income for the years ended December 31, 2014 and

AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Management’s Discussion and Analysis, Continued

2013:
201 2013
Operating revenue:
Handle and breakage revenue $ 2,610,005 2,806,797
Advance Deposit Wagering revenue 333,875 -
VLT commission 12,067,220 12,614,936
Nomination and sustaining fees 308,732 878,184
Other income - 5
Total operating revenue 15,319,832 16,299,922
Operating expenses:
Awards and purses 13,869,387 16,459,391
State, county and town fair repairs and construction 76,948 66,754
Grants 50,000 50,000
4-H standardbred development 76,835 75,723
Administration 809,790 894,622
Harry M. Zweig Memorial Fund 299,705 352,439
Bad debt - Suffolk OTB 31,299 -
Total operating expenses 15,213,964 17,898,929
Operating income (loss) 105,868  (1,599,007)
Nonoperating revenue - interest income 13,826 12,781
Change i net position $ 119,694 (1,586,226)

CONTACTING THE FUND’S FINANCIAL MANAGEMENT

This financial report is designed to provide readers with a general overview of the Fund’s finances
and to demonstrate the Fund’s accountability for the revenue that it receives. If you have questions
about this report or need additional financial information, contact the Fund at 1 Broadway Center,
Schenectady, New York 12305,



AGRICULTURE AND NEW YORK STATE
HORSE BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)
Statement of Net Position
December 31, 2014

Assets
Current assets:
Cash and cash equivalents
Receivables, less allowance for losses of
$70,064 in 2014 and $38,765 in 2013

Total assets

Liabilities and Net Position

Current liabilities:
State, county and town fair obligations
Accrued payroll and payroll related liabilities
Payable to Harry M. Zweig Memorial Fund

Total current liabilities

Noncurrent liabilities - postemployment benefits payable
Total liabilities

Commitment (note 9)

Net position:
Restricted - expendable
Unrestricted

Total net position

See notes to accompanying financial statements.

§ 7,036,063

2,167,094
9,203,157

168,175
11,538
114,853

294,566
412,909
707,475

7,656,628
839,054

$ 8.495.682



AGRICULTURE AND NEW YORK STATE
HORSE BREEDING AND DEVELOPMENT FUND
(A Component Unit of the State of New York)
Statement of Revenue, Expenses and Changes in Net Position
Year ended December 31, 2014

Operating revenue:
Handle and breakage revenue
Advance Deposit Wagering revenue
VLT commissions
Nomination and sustaining fees
Other income

Total operating revenue

Operating expenses:
Racetrack purses
State, county and town fair purses
Breeder awards
State, county and town fair repairs and construction
Grants
4-H standardbred development
Administration
Harry M. Zweig Memorial Fund

Total operating expenses
Operating income (loss)
Nonoperating revenue - interest income
Change in net position
Net posttion at beginning of year as originally stated
Prior period adjustment (note 13)
Net position at beginning of year, restated

Net position at end of year

See accompanying notes to financial statements.

$ 2,610,005

333,875
12,067,220
308,732

15,319,832

12,274,752
878,150
716,485

76,948
50,000
76,835
341,089

299,705
15,213,964

105,868

13,826
119,694

8,283,240

92,748
8,375,988
5 8,495,682



AGRICULTURE AND NEW YORK STATE
HORSE BREEDING AND DEVELOPMENT FUND
(A Component Unit of the State of New York)
Statement of Cash Flows
Year ended December 31, 2014

Cash flows from operating activities:

Receipts from operations $ 14,767,779
Payments for awards and purses (13,764,426)
Payments to Harry M. Zweig Memorial Fund (291,463)
Payments to contractors and suppliers (515,585)
Payments to employees (216,311)
State, county and town fair repairs and construction (76,948)
Grants (50,000)
4-H standardbred development (76,835)
Net cash used in operating activities (223,789)

Cash flows from investing activities - interest eared 13,826
Net decrease in cash and cash equivalents (209,963)

Cash and cash equivalents at beginning of year 7,246,026

Cash and cash equivalents at end of year $ 7,036,063

Reconciliation of operating income (loss) to net cash used
in operating activities:
Operating income (loss) 105,868
Adjustments to reconcile operating income (loss) to net
cash used in operating activities:

Changes in:
Receivables (520,754)
Accounts payable and accrued expenses 100,990
Accrued payroll and related liabilities 4,915
State, county and town fair obligations 12,213
Postemployment benefits payable 72,979
Net cash used in operating activities $ (223,789)

See accompanying notes to financial statements,



AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Notes to Financial Statements
December 31, 2014

(1) Organization

The Agricuiture and New York State Horse Breeding Development Fund (the Fund) was
established in July 1965 as a public benefit corporation pursuant to Section 8040 ( Article
1V), Title 21, Chapter 2 of the Laws of New York State (the Act). The Fund’s Board of
Trustees is, by law, comprised of the Chairman of New York State Racing and Wagering
Board, the New York State Commissioner of Agriculture and Markets, and the Chairman
and two other members of the New York State Harness Racing Commission. The Fund is
empowered with the task of promoting agriculture in general, developing the breeding of
horses, and encouraging and funding of equine research in New York State.

The Fund is a component reporting unit of the State of New York and as such, is combined with
other component units in the State’s annual financial report

(2) Summary of Significant Accounting Policies

(a) Basis of Presentation
The accompanying financial statement have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United
States of America as applied to government entities, The Government Account
Standards Board (GASB). Is the accepted standard setting body for establishing
governmental accounting and financial reporting principles.

(b) Assets. Liabilities and Net Position
» Revenue receivable consists of handle, breakage, a percentage of Advanced Deposit
Wagering (ADW), and a percentage of Video Lottery Terminals (VLT) revenue amounts
and are reported at their outstanding unpaid principal balances. The Fund records
revenue receivable at the estimated fair value, net of a reserve based upon the estimated
collectability.

* Retirement Plan - The Fund provides retirement benefits for its regular, full-time
employees through contributions to the New York State Employees’ Retirement System.
The System provides various plans and options, some of which require employee
contributions.

e The Fund expenses advertising and promotion costs as incurred.

(c) Restricted Net Position
Restricted net position consists of restrictions placed on net position use through external
constraints, such as those imposed under law (see note 4). The Fund has restricted
certain cash and receivables in the approximate amount of $7,656,628 and $7,444,185 at
December 31, 2014 and 2013, respectively to fund future purses and breeders awards
and for other restricted purposes.
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AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Notes to Financial Statements, Continued

2) Summary of Significant Accounting Policies. Continued

(d) Use of Estimates

The preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities and disclosures at the
date of these financial statements and the reported amounts of revenue and expenses
during the reporting period. Actual results could differ from those estimates.

(e} Subseguent Events :
The Fund has evaluated subsequent events through the date of the report which is the date
the financial statements were available to be issued.

(3) Cash and Cash Equivalents

For the purposes of the statement of cash flows, the Fund considers cash in operating bank
accounts and the funds invested in the “New York State Short Term Investment Pool” to be
cash and cash equivalents.

The Fund’s investment policies are governed by New York State Statute. Fund monies must be
deposited in FDIC-insured commercial banks or trust companies located within the State.
The Fund is authorized to use demand accounts, certificates of deposit and short-term U.S.
Treasury bills or notes.

Collateral is required for demand deposits and certificates of deposit in an amount equal to or
greater than the amount of all deposits not covered by federal deposit insurance. Obligations
that may be pledged as collateral are outlined in chapter 623 of the laws of the State of New
York.

Custodial Credit Risk - This is the risk that in the event of a bank failure, the Fund’s deposits
may not be returned to it. As noted above, by State statute, all deposits in excess of FDIC
insurance coverage must be collateralized. As of December 31, 2014 and 2013, all
uninsured bank deposits were fully collateralized with securities held by the pledging
financial institution’s trust department or agent as part of the collateral used to secure all the
institution’s deposits from the State of New York.

{4) Restricted Assets and Net Position

Restricted cash and receivables, and the related restricted net position, reflect certain anticipated
future cash expenditures, substantially all of which are encumbered under Law. As more
fully described in note 5, the Fund is required to allocate not less the 75% of handle
revenues for purses and breeders’ awards. Accordingly, undistributed minimum purses and
breeders’ awards have been restricted for this purpose in the accompanying financial
statements. Other restricted funds include monies committed for State and County fair
repairs, 4-H standardbred development, and other purposes.

11



AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Notes to Financial Statements, Continued

(5) Receipt and Distribution of Revenue and Basis of Net Position

New York State Racing, Pari-Mutuel Wagering and Breeding law (the Law), Section 254,
provides for Fund revenues from New York on-track and off-track thoroughbred handle and
breakage from regional off-track betting wagers as well as from Video Lottery Terminals
(VLT) gaming devices at Finger Lakes Casino and Racetrack, and Resort World Casino
New York City.

Handle: Handle of one percent is received from each harness racing track licensed to
conduct pari-mutuel betting within the State for all monies deposited in pari-mutuel
betting pools. The Fund also receives handle revenues of one half of one percent of all
monies deposited in pari-mutuel betting pools from simulcasts of out-of-state
thoroughbred races conducted at licensed harness tracks within the state.

Breakage: Twenty percent of New York State off-track betting breakage from bets on
harness races and fifty percent on all other races is paid to the Fund and to the NYS
Thoroughbred Breeding Development Fund; the Fund receives one half of such
payments.

VLT: Since 2004, the Fund has received revenue from VLT devices at Finger Lakes
Casino and Racetrack under a contractual agreement expiring in 2015. Upon expiration
of the contract, this revenue source will continue by statute but be reduced to 1.25% of
New Win. In 2011, the Fund began to receive VLT device revenue from Resorts World
Casino - New York City at the Aqueduct Racetrack at the rate of 1% of Net Win. This
increased to 1.25% in October of 2012, and to 1.5% in October 2013,

Effective January 1, 2014, New York State Racing, Pari-Mutuel Wagering and Breeding
law, Section 115-b, provides for Fund revenues generated from out of state ADW handle
from New York State residents.

Nomination and sustaining fees represent amounts paid by owners and other fees paid by
horsemen to enter their horses in New York Sire Stakes® events conducted at harness
racing tracks, including state and county fairs.

Moneys received by the Fund are disposed and distributed, and the Fund’s net position is
maintained, in accordance with the Law, Section 254. The Fund is authorized to dispose
and distribute the moneys received by it for the following purposes and no other:

Awards and Purses: An amount as determined by the Fund, not less than 75% of the
handle revenue, with not less than 10% nor more than 20% of that amount used for
breeders’ awards. The specific allocation of amounts for both purses and breeders’
awards, within the aforementioned ranges, are determined by the Trustees of the Fund.

12



AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Notes to Financial Statements, Continued

(5) Receipt and Distribution of Revenue and Basis of Net Position, Continued

Expenditures for the purposes of State, County and Town fair purses, repairs and
construction, and for the purpose of 4-H standardbred development are authorized under
the Act in amounts determined by the Trustees of the Fund.

Administration: Up to 4% for the administration and management of the Fund.

Equine research: An amount equal to 2% of revenue for the promotion of equine
research.

The Act provides for the allocating and distribution of interest income, within the
aforementioned expenses categories, at the discretion of the Trustees, of the Fund.

(6) Services Agreement

The Fund contracts with the harness Horse Breeders of New York State, Inc., a not-for-profit
membership organization, for purposes of obtaining consulting, advisory and other services
regarding the breeding of stardardbred horses in New York State. Amounts paid under the
agreement amounted to $289,500 and $300,000 for the years ended December 31, 2014 and
2013, respectively. The amounts were included in general and administrative expenses on
the Fund’s statements of revenues, expenses and changes in net position. The contract is
renewable annually.

(7) Pension Plan

{a) Plan Description

The Fund participates in the New York State and Local Employees’ Retirement System

(ERS or the System) cost sharing multiple employer retirement system. The System
provides retirement benefits as well as death and disability benefits. Obligations of
employers and employees to contribute and benefits to employees are governed by the
New York State Retirement and Social Security Law (NYSRSSL). As set forth in the
NYSRSSL, the Comptroller of the State of New York (Comptroller) serves as sole
trustee and administrative head of the System. The Comptroller shall adopt and may
amend rules and regulations for the administration and transaction of the business of the
System and for custody and control of their funds. The System issues a publicly
available financial report that includes financial statements and required supplementary
information. That report may be obtained by writing to the New York State and Local
Retirement System, 110 State Street, Albany, New York 12244.

13



AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Notes to Financial Statements, Continued

{7) Pension Plan, Continued

(b) Funding Policy

The System is noncontributory except for employees who joined the ERS after July 27, 1976
and prior to January 1, 2010, who have less than ten years of service or membership, are
required to contribute 3% of their salary throughout their active membership. Employees
who joined on or after January 1, 2010 and before April 1, 2012 are required to
contribute 3.5% throughout their active membership. Those joining on or after April 1,
2012 are required to contribute between 3% and 6%, dependent upon their salary, for
their entire working career. Additionally, members who meet certain eligibility
requirements will receive one month additional service credit for each completed year of
service up to a maximum of two additional years of service credit.

Under the authority of the NYSRSSL, the Comptroller shall certify annually the rates
expressed as proportions of payroll of members, which shall be used in computing the
contributions required to be made by employees to the pension accumulation fund.
Since 1989, the Systems’ billings have been based in Chapter 62 of the Laws of 1989 of
the State of New York. This legislation requires participating employers to make
payments on a current basis. The Board is required to contribute at an actuarially
determined rate. The rate billed by the Comptroller for ERS during the year ended
December 31, 2014 is based on covered payroll with rates ranging from 10.8% to 20.1%.
The required contributions for the current and preceding two years were:

Year Contribution
2014 $ 18,685
2013 11,017
2012 10,000

The Fund’s contributions made to the System were equal to 100 percent of the contributions
required for each year.

(8) Postemplovment Benefits Other Than Pensions

The Fund provides postemployment healthcare benefits as a participating employer in The New
York State Health Insurance Program (NYSHIP). NYSHIP was established by the New
York State Legislature in 1957 to provide health insurance to New York State Employees,
and financial information is reported in an agency fund of the State of New York. The Fund
has not set aside any assets to fund the liabilities of this plan. The plan is funded on a pay as
you go basis.

14



AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Notes to Financial Statements, Continued

8) Postemployment Benefits Other Than Pensions, Continued

The Fund’s other post-employment benefits (OPEB) obligation under the plan is calculated
based on an annual required contribution (ARC), an amount actuarially determined in
accordance with the parameters of GASB Statement 45, “Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions.” The ARC
represents the level of funding that, if paid on an ongoing basis, is projected to provide
sufficient resources to fund both the normal cost each year and to amortize any unfunded
actuarial accrued liabilities (or funding excess) over a period not to exceed thirty years.

Based on the actuarial valuations report as of December 31, 2013, information related to the
Fund’s annual OPEB cost, ARC, contributions and changes in net OPEB obligations for the
years ended December 31, 2014 and 2013 are as follows:

2014 2013
ARC § 141,974 141,974
Interest on net OPEB obligation from Prior Year 10,300 10,300
Actuarial Adjustments (56.592) 45.139
Annual OPEBR Cost $ 95979 107.135
Net OPEB obligation at beginning of year $ 339,930 257,488
Annual OPEB cost 95,979 107,135
Contributions (23.000) (24.693)
Net OPEB obligation at end of year $ 41290 339,930

Funding Policy - The Fund currently pays for postemployment benefits on a pay-as-you-go
basis. These financial statements assume that funding will continue.

Actuarial valuations of an ongoing plan involve estimates of the value reported amounts and
assumptions about the probability of occurrence of events far into the future, Examples
include assumptions about future employment, mortality, and the healthcare cost trend.
Amounts determined regarding the funded status of the plan and the annual required
contributions of the employer are subject to continual revision as actual results are compared
with past expectations and new estimates are made about the future. The schedule of
funding progress on page 19 presents multi-year trend information that shows whether the
actuarial value of plan assets is increasing or decreasing over time relative to the actuarial
accrued liabilities for benefits.

Projections of benefits for financial reporting purposes are based on the substantive plan (the
plan as understood by the employer and plan members) include the types of benefits
provided at the time of each valuation and the historical pattern of sharing of benefit costs
between the employer and plan members to that point. The actuarial methods and
assumptions used include techniques that are designed to reduce short-term volatility in
actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term
perspective of the calculations.

15



AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Notes to Financial Statements, Continued

(8) Postemployment Benefits Other Than Pensions. Continued

In the December 31, 2013 actuarial valuation, the entry age normal method was used. The
actuarial assumptions include a 0.0% investment rate of return and an annual healtheare cost
trend of 0.0% initially, decreasing to an ultimate rate of 0.0% after 5 years. The plan’s
unfunded actuarial accrued liability is being amortized as a level percentage of projected

payrolls on an open basis. The amortization period used for the December 31, 2013
valuation was 6 years.

Actuarial methods and assumptions - The valuation of the postretirement healthcare benefits
involves estimates and assumptions about the probability of events occurring far into the
future. Examples are assumptions about future employment, mortality, and the health care
cost trend. Calculations are based on the types of benefits provided under the terms of the
substantive plan at the time of valuation and on the pattern of cost sharing between the Fund
and plan participants. Calculations reflect a long-term perspective, so methods and
assumptions used include techniques that are designed to reduce short-term volatility.

Projections assume a closed group population (i.e. no new hires), pay-as-you-go contributions
and a 4% annual rate of investment return for both 2014 and 2013. Also, projections assume
that 100% of future contingent eligible participants will receive the healthcare benefits at
their full eligibility age, or current age if later.

The amortization cost for the initial unfunded actuarial liability is a level dollar amount for a
period of 30 years, 23 years of which remain at December 31, 2014. Some of the more
significant assumptions used in the calculation are as follows:

2014 2013
Funding interest rate 4.0% 4.0%
Trend rate 5.7% 5.7%
Ultimate trend rate 4.2% 4.2%
Year ultimate trend rate rendered 2015/2015 2015/2015
The remaining amortization period 23 years 24 years

(9) Concentration of Risk - Long-Term Receivable and Pavable

In 2011, Suffolk OTB sought protection from its creditors with the filing of a petition for
bankruptcy in the Eastern District of New York under Chapter Nine of the U.S. Bankruptcy
Code.

Under the terms of the filing, Suffolk OTB was able to delay payment on debts owed as of the
filing date while continuing to make payments on all debts incurred from that date forward.
Amounts due and owing the Fund from the OTB at the time of the filing have been included
in the allowance for uncollectible accounts included in the statement of net position.
Although protected by Schedule F - Creditors Holding Unsecured Non-priority Claims in
the 2012 filing, the Fund fully allowed for the non-collectability of these amounts in its
financial statements.
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AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Notes to Financial Statements, Continued

{10) Leases

The Fund’s lease agreement for the office space at 90 State Street, Albany, New York 12207,

under a non-cancellable operating lease expiring on January 31, 2014, was terminated
effective December 31, 2012. The Fund subsequently moved to a new office location at 1
Broadway Center, Schenectady, New York 12305.

No rent expense was recognized for the year ended December 31, 2013. Rent expense for the

year ended December 31, 2014 was approximately $16,000 pursuant to the Memorandum of
Understanding with the NYS Gaming Commission.

(11) Legal Proceedings and Claims

In the ordinary course of business, the Fund may be subject to certain legal proceedings and

claims. For any actions that are not otherwise covered by lability insurance, management
believes that the resulting outcome of any such actions will not have a material adverse
effect on the financial condition or results of operations of the Fund. In addition, when a
loss contingency becomes probable, management establishes reserves on the books and
records of the relevant entity.

{12} Accounting Standards Issued But Not Yet Implemented

GASB Statement No. 68 - “Accounting and Financial Reporting for Pensions - an
Amendment of GASB Statement No. 27” and “GASB Statement No. 71 - “Pension
Transition for Contributions Made Subsequent to the Measurement Date™ replaces existing
standards of accounting and financial reporting for pension plans that are provided to the
employees of state and local governmental employers through pension plans that are
administered through trusts or equivalent arrangements. The statements establish standards
for measuring and recognizing labilities, deferred outflows of resources and deferred
inflows of resources, and expense/expenditures. The requirements of these statements are
effective for periods beginning after June 15, 2014, which is the fiscal year beginning April
1, 2015. These statements are being evaluated for their effect on the financial statements of
the Program.

GASB Statement No. 72 - “Fair Value Measurement and Application.” This statement,
which was issued in February 2015, provides guidance regarding accounting and financial
reporting issues related to fair value measurements for certain investments and disclosures
related to fair value measurements. The requirements of this statement are effective for
periods beginning after June 15, 2015, which is the fiscal year beginning January 1, 2016 for
the Fund. The statement is being evaluated for its effect on the financial statements of the
Fund.
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AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Notes to Financial Statements, Continued

{13) Correction of Error

During 2014, it was discovered that accounts payable had been overstated and net position had
been understated at January 1, 2014 by $92,748. Correction of this error resulted in a
restatement of net position from what was reported in previously issued financial statements.
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AGRICULTURE AND NEW YORK STATE
HORSE BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)
Required Supplementary Information
Schedule of Funding Progress for Other Postemployment Benefits (OPEB)

Unfunded
Actuarial liability as a
Valuation Valueof  Accrued Unfunded Funded Covered  percentage of
date assets liability liability ratio payroll covered pavroll
1/1/2013  § - 265,076 265,076 0% 100,257 264.40%
1/1/2013 - 223812 223,812 0% 138,390 161.73%
1/1/2012 - 223,812 223,812 0% 138,390 161.73%

19



Tosk1 & Co., p.C.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Board of Trustees
Agriculture and New York State
Horse Breeding Development Fund:

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
Agriculture and New York State Horse Breeding Development Fund (the Fund), as of and for the
year ended December 31, 2014, and the related notes to the financial statements, which collectively
comprise the Fund’s basic financial statements, and have issued our report thereon dated ,
2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Fund’s internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Fund’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Fund’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the Fund’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Fund’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, including the funds investment guidelines,
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance 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 an instance of noncompliance or other matter that is required to be reported under
Government Auditing Standards and which is described in the accompanying schedule of findings
and responses as item 2014-1.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Fund’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Fund’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Wilhiamsville, New York
, 2015
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT ACCOUNTANTS’ REPORT ON
INVESTMENT PROGRAM COMPLIANCE

The Board of Trustees
Agriculture and New York State
Horse Breeding Development Fund:

Report on Investment Program Compliance

We have audited the Agriculture and New York State Horse Breeding Development Fund’s (the
Fund) compliance with the types of compliance requirements described in the Section 201.3 of Title
Two of the Official Compilation of Codes. Rules, and Regulations of the State of New York related
to its investment program during the year ended December 31, 2014.

Management’s Responsibility

Management is responsible for compliance with the requirements of Section 201.3 of Title Two of
the Official Compilation of Codes, Rules. and Regulations of the State of New York related to its
investment program.

Auditor’s Responsibility

Our responsibility is to express an opinion on the compliance for the Fund’s investment program
based on our audit of the types of compliance requirements referred to above. We conducted our
audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material effect on
the investment program occurred. An audit includes examining, on a test basis, evidence about the
Fund’s compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the
investment program. However, our audit does not provide a legal determination of the Fund’s
compliance.

Opinion on Investment Program

In our opinion, the Fund complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on its investment
program for the year ended December 31, 2014.
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Report on Internal Control Over Compliance

Management of the Fund is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Fund’s internal control over compliance
with the types of requirement that could have a direct and material effect on the investment program
to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for the investment program and to test and report on internal
control over compliance in accordance with Section 201.3 of Title Two of the Official Compilation
of Codes. Rules. and Regulations of the State of New York, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not eXpress
an opinion on the effectiveness of the Fund’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement will not
be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or significant deficiencies. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements

of Section 201.3 of Title Two of the Official Compilation of Codes, Rules, and Regulations of the
State of New York. Accordingly, this report is not suitable for any other purpose.

Williamsville, New York
, 2015
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AGRICULTURE AND NEW YORK STATE
BREEDING DEVELOPMENT FUND
(A Component Unit of the State of New York)

Schedule of Findings and Responses
Year ended December 31, 2014

Finding 2014-1

Criteria - New York State law requires all public authorities submit their Annual Financial
Reporting Update Documents and audited financial statements within 90 days of year-end.

Condition - The Fund did not submit its audited financial statements within 90 days of year-end
because of delays in appointing new auditors.

Recommendation - The Fund should consider modifying its auditor appointment protocols in the
future to ensure sufficient time for completion of its annual audits.

Management’s Response - Management concurs and will make the necessary changes.
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