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Kansas Racing and Gaming Commission

STAFF AGENDA MEMORANDUM

DATE OF MEETING: December 4, 2008

AGENDA ITEM: Presentation of KRGC compliance audit of Kansas
Horsemen’s Association (“KHA”) for the year ended
December 31, 2007.

PRESENTER: Charles LaBoy, Director of Audit and Electronic Security, KRGC
ISSUE SUMMARY: Commission staff conducted a compliance audit of the KHA for
2007.

COMMISSION ACTION REQUIRED/REQUESTED: Commission review and discussion
of report and financial statements.

STAFF RECOMMENDATIONS: Staff recommends the report and related financial
statements be approved, as presented, by the Commission.
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700 SW Harrison, Suite 420, Topeka, Kansas 66603
(785) 296-5800 Fax (785) 296-0900

Kansas Racing and

Gaming Commission

Memo

To: Stephen L. Martino, Executive Director, KRGC
From: Charles LaBoy, Director of Audit and Electronic Security, KRGC

Date: October 30, 2008

Re: Compliance Audit of Kansas Horsemen’s Association

We have performed a compliance audit of the Kansas Horsemen’s Association (“KHA") operations for
the year ended December 31, 2007. This compliance audit is substantially less in scope than an audit
of financial statements in accordance with Statement on Auditing Standards as promulgated by the
Auditing Standards Board of the AICPA. KRGC is not independent with respect to the KHA.

The KHA contracts with the KRGC to serve as the official horse registering agency for Kansas, in
accordance with K.S.A. 74-8830.

We have attached the Balance Sheet of the KHA at December 31, 2007 and the related Profit & Loss
Statement for the KHA for the year ended December 31, 2007.

Balance Sheet

The Balance Sheet reflects an increase of cash and equity during the year ended December 31, 2007.
The cause for the increase in cash and equity results principally from the net income for the year.

Office equipment with acquisition costs of $2,494 is fully depreciated.
Liabilities shown relate to payroll taxes payable by the Association at the end of 2007.

Profit & Loss Statement

The KHA had net income in 2007 of $10,287. In 2006, the Association had a loss of $2,700.

Findings

We noted a significant lack of segregation of duties because the Association’s bookkeeper is the only
employee of KHA and, consequently, she performs virtually all the recordkeeping and reconciliation
processes that underlie the financial and other data we audited. This is typical in an organization of this
size and is usually mitigated by oversight performed by others in a position to review her work. Some
review is performed and adjustments made during the annual tax preparation but daily work is typically
not reviewed.

We noted no issues of non-compliance by the KHA, with the rules and regulations of the KRGC, that
would require disclosure to the Commission in this report.
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KANSAS BRED REGISTRY PROGRAM

10/18/08 Balance Sheet
As of December 31, 2007

ASSETS
Current Assefs
Checking/Savings
KS Bred Program Checking
KS Horsemen's Assoc-Checking
Transfer

Total Checking/Savings

Other Current Assets
Fund Bal. Rec-KS BRED REGISTRY

Total Other Current Assets

Total Current Assets

Fixed Assets

Computer
Depreciation
Original Cost

Total Computer

Printer
Depreciation
Original Cost

Total Printer
Total Fixed Asseis

TOTAL ASSETS

LIABILITIES & EQUITY
Liabilities
Current Liabilities
Other Current Liabilities
Federal W/H Tax Payable
FICA Tax Pay - Med. Care
FICA Tax Pay - SS
Fund Bal. Pay-KS Horsemen Assoc
State W/H Tax Payable

Total Other Current Lizbilities
Total Curreni Liabilities

Total Liabilities

Equity
FUND BALANCE-KS HORSEMEN ASSOC
FUND BALANCE - KS BRED REGISTRY
Retained Earnings
Net Income

Total Equity

TOTAL LIABILITIES & EQUITY

Dec 31, 07

15,665 55
4,604.11
-850.00

19,319 66

8,342.52
834252

27,662 18

-1 994 00
1,004.00

0.00

-500.00
500.00

0.00

0.00

27,662.18

336.00
57 .44
24580
8 342 .52
245.00

§,226.56

8,226 56

9,226 56

15,107 .03
4 58161
-11 540 45
10 287 43

18 43562

27,662.18

Page 1
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10/18/08

KANSAS BRED REGISTRY PROGRAM

Profit & Loss

January through December 2007

Income
KRGC Reimbursement
KS Domiciled Mare Regist.
Ks Domicile Mare Reg PA
KS Domic Mare Reg. QH
KS Domic Mare Reg. TB

Total KS Domiciled Mare Regist.

KS Domiciled Stallion Regist.
KS Domic Stallion Reg. QH
KS Domic Stallion Reg. TB

Total KS Domiciled Stallion Regist.

Mare Certifications
Mare Certifications PA
Mare Certifications - QH
Mare Certifications - TB

Total Mare Certifications

Stallion Certifications
Stallion Certifications - QH
Stallion Certifications - TB

Total Stallion Certifications

Two Yr Old and Up Registrations

Two Yr Old & Up Reg - QH
Two Yr Old & Up Reg. - TB

Total Two Yr Otd and Up Registrations

Weanling Registrations
Weanling Reg. - QH
Weanling Reg. - TB

Total Weanling Registrations

Yearling Registrations
Yearling Reg. - QH
Yearling Reg. - TB

Total Yearling Registrations

Tota! Income

Expense
Analysis Service Charge
Board Meeting Expense
Business Insurance
Corporate Annual Report Fee
FICA Expense/Med. Care
FICA Expensel/SS
Kansas Unemployment Tax
Licenses
Office Supplies
Personal Property Tax
Salary Expense
Travel Expense |
Workers Compensation

Total Expense

Net Income

Jan - Dec '07

9,945 40

50 00
1,250 00

2,550.00

3,850 00

50.00
250.00

300 00

3500
118000

2,030.00

3,255 00
20000
500 60
700 00

3,500 00

3,000.00

6,500 00

5,300 00

3,700 00

8,500.00

2,250 00

3,250.00

5,500.00

39 550 40

123 96

245 89
37500
40 00
373.36
1586.40
£6.00
74.00
6217
17.62
25,740.88
32869
220.00

10,287.43

29 262 97

Page 1
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Kansas Racing and Gaming Commission

STAFF AGENDA MEMORANDUM
DATE OF MEETING: December 4, 2008

AGENDA ITEM: Non-approval of the Lottery Gaming Facility Review Board’s
recommendation of Sumner Gaming Joint Venture, LLC
(d/b/a Harrah’s Kansas).

PRESENTER: Patrick D. Martin, Assistant Attorney General

ISSUE SUMMARY': On August 22, 2008, the Lottery Gaming Facility Review Board selected
Sumner Gaming Joint Venture, LLC (d/b/a Harrah’s Kansas) as the manager of a gaming facility
in the south central gaming zone. The Review Board then forwarded that recommendation on to
the KRGC. Since that recommendation, Sumner Gaming Joint Venture, LLC has voluntarily
withdrawn from consideration as a lottery gaming facility manager. Without another applicant in
that gaming zone, the state would like to restart the selection process.

To aid in restarting that process, the KRGC should formally “not approve” the Review
Board’s recommendation. That action is called for under the express language of the Kansas
Expanded Lottery Act. Specifically, KELA provides that the process for selection of a lottery
gaming facility manager “shall begin again” if the KRGC “does not approve the
recommendation of the lottery gaming facility review board.” K.S.A. 74- 8736(e). In full, that
provision of KELA states:

Upon completion of such investigations and approval of the background of
the prospective lottery gaming facility manager . . . but not more than 10
days after receiving the recommendation of the lottery gaming facility
review board, the Kansas racing and gaming commission shall vote to
approve in whole or reject in whole the recommendation of the lottery
gaming facility review board. If the Kansas racing and gaming
commission does not approve the background of such prospective lottery
gaming facility manager, directors, officers and other persons having an
interest in such prospective manager or does not approve the
recommendation of the lottery gaming facility review board, the Kansas
racing and gaming commission shall notify the executive director of the
lottery and the process for selection of a lottery gaming facility manager
shall begin again in the manner provided in sections 3 and 4, and
amendments thereto.

Id. (emphasis added).
Both the KRGC counsel and the Lottery are in agreement that, under KELA’s language,

the KRGC should formally “not approve the recommendation of the lottery gaming facility
review board” to begin the selection process in the south central zone again.

D.3.a(10f2)



COMMISSION ACTION REQUIRED/REQUESTED
Staff suggests the following motion:

“In light of Sumner Gaming Joint Venture, LLC’s voluntary withdrawal from the south
central gaming zone, the KRGC does not approve the August 22, 2008, recommendation of the
Lottery Gaming Facility Review Board. The KRGC makes this final decision so that the Kansas
Lottery may restart the application process in the south central zone. To be clear, this is not a
decision on Sumner Gaming Joint Venture, LLC’s background.”

STAFF RECOMMENDATIONS: Staff recommends adopting the motion not approving the
Review Board’s recommendation for the south central gaming zone.

D.3.a (2 of 2)
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