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Independent Auditor's Report

To the Board of Directors of
Canadian Thoroughbred Horse Society - National Office

We have audited the accompanying financial statements of Canadian Thoroughbred Horse Society -
National Office, which comprise the statement of financial position as at December 31, 2016, and the
statement of changes in net assets, statement of operations and statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory information.  

Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Canadian accounting standards for not-for-profit organizations and for such internal
control as management determines is necessary to enable the preparation 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 Canadian generally accepted auditing standards. Those standards
require that we comply with ethical requirements and 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 entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control.  An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of 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.

Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of the
Canadian Thoroughbred Horse Society - National Office as at December 31, 2016, and its financial
performance and its cash flows for the year then ended in accordance with Canadian accounting
standards for not-for-profit organizations.

UHY McGovern Hurley LLP

Chartered Professional Accountants
Licensed Public Accountants

Toronto, Canada
June 24, 2017
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STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2016

2016 2015
$ $

ASSETS

CURRENT
Cash and cash equivalents 82,594 106,989
Accounts receivable (Note 5) 6,036 8,169
Prepaid expenses 8,389 2,846

97,019 118,004

EQUIPMENT (Note 2) 18,467 21,535

115,486 139,539

LIABILITIES

CURRENT
Accounts payable and accrued liabilities 15,795 11,287
Government remittances payable 6,393 5,283
Deferred revenues 14,492 12,457
Due to regional divisions (Note 5) 21,348 36,716

58,028 65,743

NET ASSETS

Unrestricted 38,991 52,261
Invested in equipment 18,467 21,535

57,458 73,796

115,486 139,539

COMMITMENTS (Note 4)
CONTINGENT LIABILITY (Note 7)

APPROVED ON BEHALF OF THE BOARD:

Adrian Munro ,  Director

Grant Watson ,  Director

See accompanying notes to the financial statements
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STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2016

Invested in 2016 2015
Equipment Unrestricted Total Total

$ $ $ $

Balance, December 31, 2015 21,535 52,261 73,796 110,072

(Deficiency) of revenues over
expenses - (16,338) (16,338) (36,276)

Purchase of equipment 1,377 (1,377) - -

Amortization of equipment (4,445) 4,445 - -

Balance, December 31, 2016 18,467 38,991 57,458 73,796

See accompanying notes to the financial statements
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STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 2016

2016 2015
$ $

REVENUES
Registration fees 103,003 103,314
Membership fees 46,470 48,787
Interest and other income 1,062 747

150,535 152,848

EXPENSES
Salaries, wages and benefits 81,791 89,023
Member magazine program 18,366 17,740
Professional fees 10,002 12,880
Travel and meetings 9,858 9,341
Computer supplies 8,176 8,852
Office and general 7,502 13,402
Donations 7,500 7,500
Postage and couriers 5,947 4,584
Insurance 4,860 3,899
Telephone 3,688 3,153
Yearbook 2,765 2,565
Bad debts 706 3,191
Bank charges and interest 678 793
Advertising and promotion 364 120
Constitution and election 225 -
Affiliation fees - 6,815
Other (income) - (119)
Amortization 4,445 5,385

166,873 189,124

(DEFICIENCY) OF REVENUES OVER EXPENSES,
for the year (16,338) (36,276)

See accompanying notes to the financial statements
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2016

2016 2015
$ $

CASH FLOWS (USED IN) FROM OPERATING ACTIVITIES
(Deficiency) of revenues over expenses for the year (16,338) (36,276)

Item not involving cash:
Amortization 4,445 5,385

(11,893) (30,891)
Changes in non-cash working capital:

Decrease in accounts receivable 2,133 3,502
(Increase) decrease in prepaid expenses (5,543) 140
Increase (decrease) in accounts payable and accrued liabilities 4,508 (48)
Increase (decrease) in government remittances payable 1,110 (619)
Increase (decrease) in deferred revenues 2,035 (4,008)
(Decrease) increase in amounts due to regional divisions (15,368) 21,730

(11,125) 20,697

Cash flows (used in) operating activities (23,018) (10,194)

CASH FLOWS (USED IN) FROM INVESTING ACTIVITIES
Purchase of equipment (1,377) -

Cash flows (used in) investing activities (1,377) -

(Decrease) in cash and cash equivalents (24,395) (10,194)

Cash and cash equivalents, beginning of year 106,989 117,183

Cash and cash equivalents, end of year 82,594 106,989

Cash and cash equivalents consist of:
Cash 29,523 34,289
Cash equivalents 53,071 72,700

82,594 106,989

See accompanying notes to the financial statements



CANADIAN THOROUGHBRED HORSE SOCIETY - NATIONAL OFFICE Page 6
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2016

The Canadian Thoroughbred Horse Society - National Office ("CTHS") is a not-for-profit
organization, established in 1906 under the Animal Pedigree Act.  The mandate of CTHS is to
provide a system of registration of Thoroughbred horses and the keeping of their pedigree in
accordance with the Animal Pedigree Act, and to assist and afford means for the promotion of the
interests of its members.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

These financial statements were prepared in accordance with Canadian accounting standards for
not-for-profit organizations.  The policies set out below were consistently applied to all the periods
presented unless otherwise noted below. Outlined below are those policies considered particularly
significant.

Financial Statements:
These financial statements include the accounts of the National Office only and do not include
the accounts of any of CTHS's regional divisions.  These divisions are comprised of Alberta,
British Columbia, Manitoba, Ontario and Saskatchewan.  Members of CTHS remit their
membership fees and thoroughbred horse registration fees to the National Office.  The National
Office forwards a portion of these fees to the appropriate regional division.  Each regional
division is solely responsible for its own activities and its own debts and liabilities arising
therefrom.

Cash and Cash Equivalents: 
Cash and cash equivalents include cash and cashable guaranteed investment certificates.
CTHS invests cash in guaranteed investment certificates maintained in high credit quality
institutions.

Equipment and Amortization:
Equipment is stated at acquisition cost.  Equipment is amortized over the estimated useful lives
of the assets using the following annual rates and methods:

Computers 20% diminishing balance basis
Software 20% diminishing balance basis

Revenue Recognition:
CTHS follows the deferral method of accounting for contributions.  Restricted contributions are
recognized as revenue in the year in which the related expenses are incurred.  Unrestricted
contributions are recognized as revenue when received or receivable if the amount to be
received can be reasonably estimated and collection is reasonably assured.

Registration and membership fees are recognized once the related foal registration and breeder
membership documents, respectively, have been received, prices are fixed and determinable,
and collectibility is reasonably assured. Fees received during the year relating to a future period
have been deferred and will be recognized in the year to which they relate. Interest income is
recognized when earned.

Contributed Services:
Canadian Thoroughbred Horse Society - Ontario Division provides CTHS with accommodation
and related utilities at no cost.  The fair value of these occupancy costs cannot be reasonably
estimated and have not been reflected in these financial statements.

Continued...
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NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Uncertainty:
The preparation of financial statements in accordance with Canadian accounting standards for
not-for-profit organizations requires management to make estimates and assumptions about
future events that affect the reported amounts of assets and liabilities and disclosure of
contingencies at the date of the financial statements and the reported amounts of revenues and
expenditures during the reporting period. Significant estimates include the valuation of accounts
receivables and contingent liabilities and the estimated useful lives of equipment. CTHS
regularly reviews its estimates and assumptions; however, actual results could differ from those
estimates and these differences could be material.

Foreign Currency Translation: 
Monetary assets and liabilities denominated in foreign currencies are translated into Canadian
dollars at the rate of exchange in effect at CTHS's year end.  Non-monetary assets are
translated at the rates prevailing at the acquisition dates.  Revenue and expenses are translated
at the exchange rate prevailing at the transaction date.  Exchange gains or losses are reflected
in the statement of operations.

Financial Instruments:
Measurement of financial instruments
CTHS initially measures its financial assets and liabilities at fair value, except for certain non-
arms length transactions. 

CTHS subsequently measures all its financial assets and financial liabilities at amortized cost,
except for cash equivalents, which are carried at fair value. Financial assets measured at
amortized cost include cash and accounts receivable. Financial liabilities measured at amortized
cost include accounts payable and accrued liabilities and amounts due to regional divisions. 

Impairment
Financial assets measured at amortized cost are tested for impairment when there are
indicators of impairment. The amount of the write-down is recognized in operations. The
previously recognized impairment loss may be reversed to the extent of the improvement,
directly or by adjusting the allowance account, provided it is no greater than the amount that
would have been reported at the date of the reversal had the impairment not been recognized
previously. The amount of the reversal is recognized in operations. 

2. EQUIPMENT

Accumulated  Net Net
Cost Amortization 2016 2015

$ $ $ $

Computers 6,595 4,707 1,888 2,360
Software 80,484 63,905 16,579 19,175

87,079 68,612 18,467 21,535

Continued...
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NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2016

3. INCOME TAXES

As a not-for-profit corporation, CTHS is not subject to income taxes, in accordance with Section
149(1)(l) of the Income Tax Act.

4. COMMITMENTS

CTHS has entered into a contract for magazine subscriptions and insurance. The total amount of
future commitments relating to these contracts are as follows:

2017 $ 24,926
2018 $ 6,426

$ 31,352

5. RELATED PARTY BALANCES

Included in accounts receivable at December 31, 2016 is $1,557 (2015 - $nil) due from certain
regional divisions. Amounts due to certain regional divisions at December 31, 2016 total $21,348
(2015 - $36,716).  These amounts are unsecured, non-interest bearing and have no fixed terms of
repayment.

CTHS and the regional divisions share certain revenues and operating costs and the above
amounts relate to the allocations of these items.

The above transactions were in the normal course of operations and were measured at the
exchange amount being the amount of consideration established and agreed to by the related
parties.

6. FINANCIAL INSTRUMENTS 

Risks and Concentrations:
CTHS is exposed to various risks through its financial instruments. The following analysis
provides a measure of CTHS's risk exposure and concentrations at December 31, 2016.

Liquidity Risk:
CTHS’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to
meet liabilities when due. As at December 31, 2016, CTHS had current liabilities of $59,720
(2015 - $65,743). CTHS’s current trade financial liabilities generally have contractual maturities
of less than 30 days and are subject to normal trade terms. Vacation pay is payable in time off
upon employee request or as cash payments in the event of a termination.

Credit Risk:
CTHS is exposed to credit risk on its accounts receivable from customers. CTHS largely
mitigates its credit risk through a broad customer base and the necessity for customers to pay
fees prior to obtaining CTHS accreditation to race, sell or auction foals. During the year ended
December 31, 2016, CTHS recorded bad debts on its accounts receivable of $706 (2015 -
$3,191). 

Continued...
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NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2016

6. FINANCIAL INSTRUMENTS (Continued)

Interest Rate Risk:
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. CTHS is not exposed to significant
interest rate risk.

Foreign Exchange Risk:
CTHS conducts transactions in several foreign currencies and is therefore subject to risks
associated with exchange fluctuations.

7. CONTINGENT LIABILITY

The Corporation is party to a legal proceeding relating to the termination of a former employee. The
former employee is requesting compensation for lost wages and other matters. The outcome of this
claim is currently unknown and the potential liability is not determinable at this time. Management
does not expect the outcome of this claim to have a materially adverse effect on the results of
CTHS’s financial position or operations. CTHS has not recorded any provisions as at December 31,
2016 relating to this matter. Should any losses result from the resolution of this claim, they will be
charged to operations in the year that they are determined.
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