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WELCOME BY OGDEN MILLS PHIPPS

Good morning ladies and gentlemen and welcome to our Fortleth Annual
Round Table Conference.

The first Round Table discussion was held in 1953 at our ofﬁces in
Manhattan.

Since then, we've moved to Saratoga And there have been gréeat changes
in this museum; It's one of the finest facilities I've ever been in, and I think
we all need to thank Whitney Tower, Johnnie von Stade and the Trustees,‘for
allowing us to be here this morning. Someone else whose contribution and
hard work T have to recognize each year is our program chairman, john
Hettinger.

The Round Table sets out to address issues uppermost in the mmds of all
members of the Thoroughbred industry.

But in addressing specific issues we should never lose sight of the overall
picture. And this year John has put together a program which I believe will
provide an excellent overview of our entlre mdustry from a Varlety of per-

spectives. We thank you John.

To get things underway, I now ask Will Farish to give his traditional annual
report on the activities of The Jockey Club . . . Will.

Acrivrties OF THE Jockey CLUB IN 1992

William S. Farish: Thank you Dinny.

Last year we departed slightly from
tradition by offering you a written
annual report of the various activities
of The Jockey Club. This was well
received, so you'll find our 1992 ver-
sion on your desk with the other
Conference material (see pages 43-46).

I would like to take just a moment
to expand on the section dealing with
our primary area of responsibility —
Thoroughbred registration. In 1985,
the breeding season which produced a
record 51,293 registered foals, 92,000
mares were reported bred.

During the 1991 season, an estimat-
ed 69,500 mares were bred. This repre-
sented a decrease of more than 23,000
in the number of mares bred, against
the 1985 statistics.

Now our latest information, from
the Live Foal Reports we have so far
received, puts this year’s overall regis-
tered foal crop estimate near 38,500.

Our ability to make such a meaning-
ful projection at this time of year is a
tremendous improvement over past
years, when we weren’t able to tell the
industry anything until after the fact —
after the actual year of registration.
That we are able do this is largely
thanks to the support we continue to
receive from stallion owners in meet-
ing the August 1 deadline for filing
Reports of Mares Bred. And also
because of our own ability to process
these reports quicker.

This is how I am able to report
today that The Jockey Club Registry
projects a registered foal crop for 1993
of 36,000 — the seventh consecutive
year that the foal crop has decreased,
and an overall decline of 30 percent
since 1986.

Now there are two important points
to realize about these figures. The first
concerns the cost of Registration. That
30 percent decline means that Registry
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receipts have declined by 30 percent
over a period when the general cost of
living and just generally doing business
has increased by more than 30 percent.

Many of our costs are fixed. They
don’t get lower just because there are
fewer to register.

In other words, The Jockey Club has
been going through the same sort of
economic belt-tightening we have all
had to experience in the past few
years.

We're continuing to use every new
technological development we can, to
combat the situation. And I am pleased
to say that, largely because of these
efforts, next year, for the seventh con-
secutive year, the basic registration fee
will stay the same.

The second point about this contin-
uing decline in the foal crop is even
more important to the future health
and soundness of our industry. It is that
in the future we are going to have a lot
fewer horses running at our race
tracks.

The foal crops of 1987, '88 and "89
have produced nearly 150,000 poten-
tial two-, three- and four-year-olds for
racing. In 1995 that potential racehorse
pool will have dropped to little more
than 116,000. That means in three
year’s time there will be more than
32,000 fewer horses of these racing
ages around than there were last year.
There just won’t be enough horses for
us to be able to go on running the
number of races we're running in this
country.

This isn’t something we can change.
These foal crops are already set. The
breeding season is over.

This trend can’'t be reversed
overnight. Mares born when our foal
crops were at their highest are begin-
ning to reach the end of their most pro-
ductive years. And now, as the poten-
tial racehorse pool drops, so does the
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potential broodmare pool.

We should be aware that the effects
of this decline are likely to continue
until the end of this century.

How we as an industry use this data
is going to determine how our tracks
and breeding industry are going to suf-
vive. It’s a major challenge.

I would like to mention one other
area of Jockey Club activities which has
received a lot of our attention this year.
And that concerns Equibase, the
national race result database we have
established in partnership with the
TRA.

Let me briefly remind you of our
role and obligations in this venture.
Before Equibase was formed, Thor-
oughbred racing stood out alone as just
about the only major professional sport
which was not responsible for its own
records.

These are the records on which so
many of our decisions are based. They
govern the eligibility of horses to run
in our races. They are the basis for
wagering decisions made by our fans;
for buying and selling decisions made
by our owners; and for mating deci-
sions made by our breeders. The
Thoroughbred industry has the respon-
sibility and obligation to maintain con-
trol of those records, and make sure
they are made widely available in what-
ever way suits the best interests of the
industry. That was why the
Thoroughbred Race Tracks of America
and The Jockey Club joined hands to
form Equibase.

By any standards, our progress has
been outstanding. Thanks largely to the
steadfast support and cooperation of
most of our race track partners, in two
short years Equibase is way ahead of
schedule.

A national database of historical
Thoroughbred racing records, owned
by the Thoroughbred industry that cre-

ates them, is now established, and we
are beginning to see the first tangible
results of that ownership.

In the long run it may seem insignifi-
cant beside some of the other industry
benefits to come but, as one of our first
projects, we set out to offer the racing
fans more information in their daily rac-
ing program. I don’t think anyone here
would disagree with the fact that every-
one who buys a racing program at any
track in North America today gets a lot

Ogden M; ills szpps Thank you, \ Wﬂl

more information and, therefore,
understanding and enjoyment of it.

That is a measure of the success
Equibase has already achieved. And a
measure of its contribution to our rac-
ing fans and our racing industry as a
whole.

The rest of the Report you have in
front of you speaks for itself. If you
have any questions about these activi-
ties, please contact us in the future.
Thank you.

As you know, we're living in one of the most tumultuous periods of
change i in hlStOl'Y Political thought, national boundaties, mternatlonal finance
and commerce . everywhere there is change. -

The Thorough bred industry is no exceptmn ‘

And in such a climate, every once ina while, it behooves us to stand back

and look at the overall perspective .

. take stock not only of how these

changes affect us in our own spheres of act1v1ty, but how they affect our indi-
vidual relatlonshlps W1th the rest of the industry. That is the purpose of ourf

: _ opening panel.

The Jockey Club in partlcular

dom.

- In introducing our moderator Jnnmy Brady, ’d hke to take a moment to
recognize publicly someone who, over the years, has given so much of his
time and effort in support of the Thoroughbred mdustry as a whole ancl of‘ '

I can’t imagine what my term of office as Chaitman of The Jockey Club
would be like thhout constantly bemg able to call on his adv1ce and h1s wis-

Jim, would you mtroduce our panehsts7 :

A LOOK AHEAD AT THE THOROUGHBRED INDUSTRY

James C. Brady, Jv, Moderator: Thank
you very much, Mr. Chairman.

Those kind words are appreciated
greatly, but I can tell you this. Whatever
efforts or help that we’ve given the
industry in our family, is because we've
grown up with it and loved it.

I've had the good fortune to be
around horses all of my life. And I sup-
pose when we were growing up we
didn’t look much beyond the fact that

it was anything but a sport. It’s still a
sport to us but, of course, it’s now
changed. Thoroughbred breeding and
racing have become something more.
It’s become an industry . . . an industry
whose economic impact is felt at every
level of society.

All of the components are so diverse
that I'm sure that people think there’s
no rhyme or reason to the way they're
put together. Diversity is one of our
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strengths. But, if we’re not careful, it
also brings with it the risk of self-inter-
est getting in the way of our overall
progress.

Today, we've brought together a
group of key representatives from
some of the diverse components in our
industry. They represent our infrastruc-
ture . . . the cycle from farm to race
track, and back. Each will have their
own views on where their business is
going, where it can go, and where it
should go, if we're going to achieve the

overall stability we need for a healthy
future.

Our panelists include Jim Bell, presi-
dent of Jonabell Farm, who will talk
obviously from the farm point of view;
Frederick Seitz, who will talk from the
consignors’ point of view; Watts
Humphrey, a Member of The Jockey
Club, will talk from the owners’ point
of view; Jerry Lawrence, who is execu-
tive vice president of the New York
Racing Associations, obviously will talk
from the race track’s point of view.

 Moderator: We start where the life of a Thoroughbred starts . . . on the farm.
_ Jimmy Bell is president of Jonabell, which is in the heart of the Bluegrass
country so rich in the heritage of the Thoroughbred. - ,
‘Maybe you could tell us, Jimmy, what some of the pressures on the farm
_ are and the steps we can take to make them better.

A LOOK AHFAD

James G. Bell: Thank you, Jim.

First, let me thank The Jockey Club
for allowing our panel the opportunity
to express some of our thoughts, ideas
and opinions about the future of our
business.

Having said that, let me begin with
an observation. Although I was asked
to comment on the future of the farm, I
cannot help but place this subject in
the overall context of our industry.

Historically, each segment of the
industry — breeding, racing and sales
— has been interested primarily in its
own piece of pie. I think it behooves
us all to pay attention to the big picture
and gear our efforts to taking a smaller
piece of, hopefully, a larger pie. The
only way for our pie to grow is to
improve the quality, health and integri-
ty of our product. Our product is rac-
ing, and the ultimate customer is the
betting patron. It is this person who
ultimately drives our industry.
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. FARM VIEWPOINT

Ideally, the role of the breeding
industry is to respond to the demands
of the racing segment, and produce the
numbers and the quality of animal
which the racing industry can best uti-
lize. Howevet, various factors involved
in the specific business of breeding and
raising horses sometimes work against
the smooth flow from production to
usage. Such is the case today.

It comes as no surprise that eco-
nomics will be a dominant factor in
determining which direction is taken.
That direction will be heavily influ-
enced by how effectively or ineffective-
ly simulcasting is set up on a national
and international basis.

Let us turn now to the specifics of
the farm, in the present and in the
future.

Whether a breeder owns his own
farm or boards elsewhere; whether a
farm stands stallions or only boards
mares; whether it is a commercial or

private operation — regardless of
which approach is taken, the yearling
auction market is a key indicator of the
health of the business.

Today, 62% of market yearlings sell
for $10,000 or less, and economics of
raising horses in the manner many
breeders are used to does not make
this feasible.

Stud fees are among the few remain-
ing variables, since feed, workers’
comp, etc., are expenses which horse
farm owners cannot control.

But reduced stud fees mean that any
farm owner dependent on stud fee
income sees income reduced, while he
still has all the ramifications of support-
ing the horse and all that this entails.
What once was a major profit center
for the farm becomes more and more a
financial burden as stud fee income
continuously drops.

To board a mare and expect quality
care in a breeding center such as
Kentucky, costs about $20 a day. To
raise her foal and take it to the market
will run between $8,000 - $9,000 of
out-of-pocket expense. And this does
not even include the cost of the stud
fee, the cost of the mare, advertising,
commissions to the consignor, commis-
sions to the sales companies. Add these
expenses, and the cost rises to $10,000
- $12,000.

In such a climate, a $10,000 yearling
sale is hardly a target to aim for.

Like the American crop farmer, the
Thoroughbred farmer often finds the
cost of producing the product exceed-
ing its market value. But in our field,
there can be no direct government
price-support programs for this crop.
Few things stay the same. And the
farmer’s marketplace is no exception.

The racehorse buyer of today, and
presumably tomorrow, seems short on
patience and apparently short on dis-
posable income. He is interested in

instant action. He is not accustomed to
buying a car and waiting a year and a
half to drive it home.

The highest interest level among
would-be buyers occurs at the races —
somewhere between the saddling pad-
dock and the starting gate. Responding
to this will necessitate that the breed-
er/farm owner consider taking his
product farther down the pipeline
toward the races.

This might mean consigning to two-
year-olds sales instead of yearling sales.
It might mean forming racing partner-
ships. And it might even mean taking
the horse as far as the race track, and
marketing it as a ready-made horse.

Horses of lesser pedigree will be val-
ued more and more by their ability to
petform. Quality-bred and well-con-
formed horses will continue to hold
their value. There has always been, and
will continue to be, strong demand for
good individuals in the conventional
marketplace.

What then is the response of the
future?

The geographic centers of quality in
Thoroughbred breeding do not need to
shift. The problem is that there are
numerous breeders and farms trying to
compete in a ring of quality which is
rapidly shrinking. And they have found
they no longer fit in that economic
environment.

The explosion of the 1980’s created
enough demand for marginal animals
that many breeders and farm owners
could survive in that supposed ring of
quality. But this is not the case today.
Thus, 15-20 percent of the farms in the
Bluegrass are for sale, according to an
expert in real estate.

What then is the outlook for the
future? The farm of the future I believe
will have many of the following charac-
teristics:

» Minimal debt load, certainly not
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heavily leveraged in land or horses.

» An accounting system that fits the
individual operation, and which
includes a strict budgetary process,
that will be reviewed at least monthly
and must be sufficient enough to track
every penny at all times.

s The farm of the future will depend
less on raising horses in a labor-inten-
sive environment, and lean towards the
optimal utilization of sheds, thus creat-
ing savings in labor, bedding and main-
tenance.

s The cosmetics of more farms will
change, with picture-perfect, mani-
cured farms becoming more workman-
like in setting, as attention is focused
on the fields and less on the perimeter.

» The farm of the future, even more
than today, will likely have other cash-
producing crops such as a small herd of
cattle, and corn and perhaps tobacco,
as well as horses.

» More farms will turn to baling
their pastures to obtain bedding.

» In such cost-intense areas as
Lexington, there will be fewer farms,
and many farms will have a smaller
number of mares and foals, as ways are
sought to raise a horse for less
expense.

» Stallion fees will continue to drop,
a trend several years in the making and
iltustrated by the fact that the last two
Horse of the Year champions stood
their 1992 season for $15,000. There
will be very few syndications in the
immediate future, so the financial bur-
den will be on the owner of the stud
until he succeeds, instead of relying on
an artificial anticipation that the old
shareholders used to pay for up front.

* In the future, more and more peo-
ple will breed to race and not to sell.
Breeders used to take their most
expensive mare and mate it with their
most expensive stallion nomination
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available with more regard for market
appeal than racing potential. This, too,
is changing.

This is a national audience and The
Jockey Club a national organization,
and much of what I have to say applies
to many regions of the country.

Turning to Kentucky, with which I
am most familiar, I believe it will
remain a primary breeding center. The
concentration of top stallions in the
state creates a concentration of mares,
which in turn generates high-quality
veterinary services and general exper-
tise in animal husbandry. The land, of
course, has long been proven as one of
the excellent environments for horses.

As I stated above, however, there
will probably be somewhat of a geo-
graphical shift in the foal crop, as the
less costly animals are logically bred in
parts of the country where less expen-
sive range land is available.

That trend will be augmented by the
proliferation of state-bred programs
seeking to create demand for horses in
certain areas. In conclusion, simulcast-
ing should help ensure that purses for
major racing centers remain high
enough to support a number of high-
class breeding operations.

Yearling prices are at their lowest in
20 years, while purses are at or near an
alltime high. The climate is conducive
to attracting the new owner, as well as
established owners, to investment in
race horses.

The challenge for the farm is to pro-
duce its product at a reasonable profit
0 as to meet the needs of the racing
industty.

The characteristics I have reviewed
for the farm of the future will not only
be logical to pursue, in most cases they
will be necessities.

Thank you.

Moderator: Thank you very much, Jimmy.
I think you can see why Jonabell is known as one of the sound institutions

in our overall business.

In any business one of the most critical areas is the point of sale. In our
Thoroughbred business, for many years, results from the public auction of
Thoroughbreds have been seen as the bellwether of the industry’s wealth and

prosperity.

Fred Seitz has experience in this field from every aspect. He’s been a mem-
ber of the staff of the Fasig-Tipton Sales Company. He’s made his mark as a
consignor to public auctions, both as an agent and in his own right. Now he .
has his own farm, raising and preparing horses for the commercial market.

Like the foal crop, sales prices have been going down. Some call it a return

to norm, Fred.
What would you say?

A LooK AHEAD: CONSIGNOR VIEWPOINT

Frederick J. Seitz: Thank you Mr.
Brady. Good morning ladies and gentle-
men.

In order to theorize where our sales
may be going in the future, it might be
helpful to examine parts of our tumul-
tuous recent past. Some observations.

Our foal crop has declined from a
high of 51,000 in 1986 to an estimated
36,000 now in utero. That’s a 29 per-
cent decrease over the last seven years.

The corresponding years’ North
American yearling average was $34,000
in 1986 and $26,000 last year — a drop
of 24 percent for all yearlings sold.

It’s obvious the reduction in supply
has not been met by an increase or
even a constancy in demand, as gross
sales revenues continue to decline even
in the face of fewer horses. The reduc-
tion in quantity also hasn’t necessarily
meant a higher percentage of quality,
possibly explained by the fact that the
top 15 percent of our stallions produce
85 percent of our commercial year-
lings.

In the 1960’s, when Bold Ruler was
the dominant stallion, it was a rarity for
one of his yearlings to appear at public

auction. Now, it is simply assumed that
the best stallions will have possibly as
many as two dozen yearlings offered in
a single select sale.

It is only within the last 15-20 years
that it is common that a concentration
of the best-bred horses in a foal crop
are offered at public auction. Not many
vears ago it was unusual for horses of
the top quality to be sold at all. Those
horses tended to belong to breeders
who raced their own stock and who
sold mares only as a culling process.

The gross yearling sales of the mar-
ket pinnacle of 1985 was $347 million.
This was almost six times the gross of
10 years prior. We appear to be headed
back to gross yearling sales figures
approximating 1980 and before.

Supply and demand are both
decreasing, with demand falling the
most rapidly.

The “Age of Dispersals” in the first
half of the 1980’s changed the face of
the commercial market inalterably as
vast numbers of commercial brood-
mares were dispersed, 30 percent of
these mares going to off-shore inter-
ests.
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Speaking of off-shore interests, over
the last decade more than a third of our
selected summer vearlings have gone
overseas.

Consequently, we find 30 percent of
commercial broodmares offered at pub-
lic auction exported, and our future
broodmares and stallions (in the form
of select yearlings) being depleted at a
rate well over 33 percent.

As foreign demand waned for our
better yearlings this year, so have gross
revenues and yearling averages.

Private yearling transactions are esti-
mated to remove 40 - 50 select year-
lings from the market annually at a cost
estimated at $20 million. A reliable
source concludes that as many as 12
one-million-dollar yearlings were pri-
vately removed from this year’s auction
crop.

As an aside, perhaps a compilation
of data on these private transactions,
done to assist in evaluating our chang-
ing yearling market, would be possible
through The Jockey Club’s Ownership
Registry or Equibase affiliation,

I don’t suggest at all that the details
of private transactions be made public,
but only that the volume of such trans-
actions be publicized in order to assist
in evaluating our rapidly changing com-
mercial market, ultimately to the bene-
fit of the breeder. On stallions, our stud
fees rose too rapidly in the early 1980’s,
leading to premature retirement of
colts and a loss of enthusiasm for the
game, Now, as our colts do thankfully
race longer, some of our competitive
edge is still lost to exportation of many
stallions and stallion prospects.

Syndication is almost extinct as stud
fees continue to decline and the better
stallions breed more mares for lesser
fees.

As summer yearling averages
decline, a migration toward one-stop
Fall marketing increases, and many
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regional markets also dectease.

So, we find ourselves with a distinct-
ly decreased supply, which many of us
expected to be met by a constant
demand as if “all things remained
equal”

Why haven’t they remained equal?
Or more importantly, why don’t more
people want to own racehorses?

First, international economic stagna-
tion obviously limits the purchase of
non-necessities.

Second, the tax law revisions of
1986 caused many defections.

Third, and perhaps most impostant,
racing is under siege from other gam-
bling opportunities.

In many instances, we've stolen the
fun from going to the races and lost our
competitive edge by over-charging and
under-servicing our customer and by
providing too much product. One
needs simply to walk across the street
to see how a quality product, well pre-
sented in correct supply equals good
business.

In summary, our sales problem isn't
an oversupply of horses. It’s a shortage
of owners.

Interestingly, our owners aren’t the
ultimate consumer of our product in
the supply-demand chain. The race
tracks, and ultimately its patrons, pro-
vide the basis of the demand for our
yearlings.

Therefore, our owner can be viewed
as merely an agent in the demand for
our product, as neither the patron nor
the track purchase the product directly
from us, the supplier.

The consignor consequently does
not dictate to this chain, but can only
react to it. Therefore, the consignor or
sales company can’t singlehandedly
solve the owner-shortage problem. It is
an industry problem.

Together we all need to make a con-
certed effort to:

 Provide a unified marketing cam-
paign with some national direction.

o Insure that simulcasting evolves to
our mutual benefit, by not only increas-
ing purses but continuing the demand
for quality horses.

» Reinstitute some investment
incentives.

o Lastly, and perhaps most impor-
tantly, by all making an effort to attract
and treat the new owner as if he’s the
most important person in the industry.
At this juncture, he probably is.

The sales future? The market for
yearlings may be ready to turn. The
current market makes good horses
more affordable. The declining num-
bers are soon to have a severe effect on
the size of fields — not just related to a
shortage of owners as is now the case,
but related to a coming actual shortage
of horses.

It’s a hard, cold fact that, in 1995,
there will be 23 percent less three-year-
olds, which translates into two less
horses per field on average every-
where. These are the foals of '92 and
this fact can’t be changed, unless the
number of races written changes.
Speculation on the crop of 1993’s
effect leads to potential shortages bor-
dering crisis level.

Hopefully, that kind of supply short-
age will meet with a demand from
owners willing to participate in our
game. The demand we've recently seen
in our Fall yearling and two-year-old
market would seem to indicate
strength at these more affordable lev-
els.

Recent innovations in the warranties
of sales yearlings lend credibility to
consignments and confidence to buy-
ers.

Racing in Texas will inevitably have
its effect on demand.

We have the potential for strength in
the great breadth of our bloodlines and
racing records with the strongest
bloodlines available in the middle and
lower ranges.

The stallions with their first crop of
yearlings this year indicate increased
potential for profitability.

For example, top price of the
Freshman sires is champion miler,
Zilzal, at $60,000. French Guineas win-
ner and U.S. champion older male,
Blushing John, stands for $35,000;
three-million-dollar earner, Crypto-
clearance, for $20,000. Champion
Sunshine Forever’s fee is $20,000. And
SO on.

No other sales period could match
such value and diversity in first crop
sires who, in turn, could provide such
profitability to breeders and potential
for racing owners.

The migration of horses between
Summer and Fall, and between
Kentucky and regional markets, will
continue.

Percentages of weanlings offered at
auction will continue to fluctuate.

The movement of two-year-old sales
away from their traditional winter for-
mat will continue, as less two-year-old
races are offered in the present time
frame of these winter sales.

New marketing strategies will
inevitably offer horses closer to start-
ing. And innovative formats for private
transactions will emerge.

If we continue to focus on solutions
to our industry’s shortcomings, and
with the market forces and reactions
already in place, I believe a market
ready to turn is indicated, embracing
some new formats and schedules and
succeeding at a more predictable and
affordable level.

Thank you very much.
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 Moderator: Thank you very much, Fred.

1 think you can all see why Fred has the wonderful reputation that he has.
Somewhere along the line someone has got to pay the bills. And that’s the

owner. , ~

~ Watts Humphrey is an owner and a breeder who’s done a lot more for rac-
ing than just sign checks. As a trustee of the Thoroughbred Owners and
Breeders Association, he can speak for one of the most important aspects

industry,

_ What is the owner’s petspective on the future of our industry, Watts?

A Look AHEAD: OWNER’S VIEWPOINT

G. Watts Humphrey, Jr: Thank you Jim.
Good morning ladies and gentlemen.

When John Hettinger first asked me
to discuss the owner’s perspective on
the future of the Thoroughbred indus-
try in five to seven minutes, my imme-
diate response was: “That’s impossible.”

Then he suggested that I focus on
the potential impact of the reduction in
both the quality and size of the breed-
ing herd. My facetious response to this
request was: “That’s easy. Owners are
disappearing far faster than either the
size or quality of the foal crop is
decreasing.”

Actually, these are complicated and
critical times for our industry, which
will require careful analysis, hew solu-
tions and, most importantly, increased
understanding and teamwork.

In my brief remarks this morning, 1
will attempt to touch on the direct
impact of a smaller and perhaps weak-
er foal crop on the owner, and will con-
clude by offering some broad-brushed
ideas on how to improve the industry
outlook from the owner’s perspective.
Before discussing how these factors
may effect the owner, please allow me
to define three broad categories of
owners for this discussion.

First, we have the breeders/owners
who are the individuals or syndicates
depending primarily on their own
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breeding to provide future racing
stock.

A second group of owners would be
what I would categorize as race track
owners. These people depend primari-
ly on purchasing privately, or claiming,
racing stock with demonstrated form
upon which they think they can
improve.

Finally, we have the owner who
goes to the public auction arena, who
attempts to buy from the breeding
industry future racehorses as either
weanlings, yearlings or two-year-olds.
All of these owners will be slightly dif-
ferently impacted by the foal crop and
its size and quality.

I would submit that the size and the
quality of the foal crop are mutually
exclusive. Breeding less mares does not
mean producing lesser quality foals, my
assumption being that, as the foal crop
declines, it will be the lesser quality
breeding stock that will be taken out of
production.

The quality of the crop for use in
American racing is going to depend
more on international competition for
our bloodstock; the breeding industry’s
ability to mate, foal and raise superior
animals; and the horse training commu-
nity’s skills and acumen in developing
superior performance, not the size of
the foal crop.
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Owners who are attempting to race
the lesser quality individuals are going
to be adversely effected by this trend.
Owners focusing on the quality are still
going to find an ample supply.

As we have already heard, in the
short run the foal crop has not
decreased dramatically.

The owner/breeder is benefiting
from this, through the lower stud fees.
Therefore, their animals are less expen-
sive when they enter them in the rac-
ing stables.

The auction/owner is benefitting
from lower racing stock prices because
of the lower stud fees, fewer owners
competing for the animals and a level,
to subsiding, international involve-
ment. All owners are also enjoying
level, to rising, purses and smaller
fields.

However, ate we in a downward spi-
ral?

My conclusion would be that the
size and quality of the foal crop are
symptoms, not the cause, of an appar-
ent declining industry.

What, then, from the owner’s per-
spective, needs to change in the next
decade to reverse these trends and to
create growth and opportunity for cur-
rent owners and potential new own-
ers?

First, those of us who garner all,
some or any, of our income from the
Thoroughbred industry must, in my
opinion, realize that we have only two
customers — the owner and the racing
fan. If they are not fully satisfied with
the product and service the industry
provides, we are in the dreaded down-
watd spiral.

In most instances the owner’s per-
spective would be compatible with the
racing fan’s perspective. Customer sat-
isfaction and customer service must be

the prime objective.

Second, the industry must presetve
and build on “the aura of the sport,”
and needs to create and develop an
“atmosphere of excitement” These are
what the owner is really buying, with
the added opportunity for economic
gain and potentially a grand slam.

Today, the owner participates in two
basic arenas of our industry — the auc-
tion sales and the race track. All of us
in the industry, and I mean all — breed-
ers, sales companies, bloodstock
agents, race track managers, trainers,
jockeys — must become part of the
process and solution.

This will obviously mean putting the
good of the owner and racing fan
ahead of any and all our self-interests.

In many areas, this is already hap-
pening. The Saratoga meet is a shining
example. The base must be broadened
and the pace accelerated.

We don’t need more organizations.
We already have a proliferation. Just to
mention a few . . . TJC, AHC, TRA,
HBPA, TOBA, RCI, AHRE plus a multi-
tude of state associations. We need to
have our existing organizations share
the same vision, communicate, and
develop and implement programs.

Let’s learn from each other, share
experiences and develop mutually
compatible solutions.

In conclusion, to me it’s very simple
from the owner’s perspective. In the
next decade the industry must provide
an enhanced aura of the sport. It must
create this atmosphere of excitement
which we all long for. And it must
increase the potential for economic
return.

These are challenges that can be
met, in my opinion, by innovation and
cooperation.

Thank you very much.
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Moderator; Thank you very much, Watts.

There’s not much point in raising horses if they don’t have race tracks to
go to. That's where they’re proven. That’s partially their reason for existence.

Race tracks are also our contact with the general public and our lifeblood,
the all important fan. As such, more than anyone else in the business, race
track management is on the front line dealing with, and responding to, the
technological and social changes of our day.

Jerry Lawrence has been in the race track business for most of his life. As
Executive Vice President of the New York Racing Associations, he’s in as

- 'good of a place as anyone to give us his views on where racing is going.

Jerty . .

A Look AHEAD: RACING VIEWPOINT

Gerald Lawrence: Thank you Jim and
good morning.

The topic which John Hettinger has
asked me to address this morning is the
future of the Thoroughbred industry
from a racing perspective. To begin
with, it’s no secret that all of us around
the country are confronted with the
problem of short fields.

On that note, we just completed a
study here in New York, in which we
looked at the betting handle for about
300 of our feature races in 1991, to see
how it correlated with size of our
fields.

What we found was that over the
entire year, feature races with eleven or
more horses generated 50% more bet-
ting handle than feature races with six
or fewer horses. Feature races with 11
or more horses generated 20% more
handle than feature races with 7 to 10
horses. If any of you would like to have
a copy of the complete results of this
study, please feel free to contact me.

A healthy and sizeable foal crop
builds full fields. And full fields build
betting handle, which is the financial
bread and butter of this entire industry.

Now there is, of course, one way to
assure full fields, even with a diminish-
ing horse supply. With eight or ten
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“super tracks” running all of the live
racing in this country, and all other
markets taking simulcasts from these
races, we would virtually be guaran-
teed full fields, even with a diminishing
foal crop.

The question we have to ask our-
selves, however, is whether or not that
is the ideal scenario.

To answer that question, I think that
we really have to take a look at some
important distribution questions. Let
me start by saying that, despite all of
the tales of doom and gloom that seem
to surround so many of our industry
gatherings, we here today are part of a
major growth industry — legalized
gambling in America.

From 1982 to 1990, the U.S. legal
wagering market grew an astounding
148 percent — an annual average rate
of over 12 percent. Most of this was
due to expanded distribution as a result
of more lenient legislation.

Legalized pari-mutuel wagering on
horse racing grew 28 percent over the
same period. That's an annual 3 per-
cent growth rate, almost all due to
expanded off-track distribution.

Doom and gloom? Well, that only
begins to manifest itself when we look
at racing’s changing market share posi-

tion within the growth industry.

In 1982, pari-mutuel wagering on
horse racing represented 22 percent of
the overall U.S. legal wagering market.
By 1990, racing’s share of the market
was down to 11 per cent.

What is remaining for us is an
increasingly smaller piece of an
expanding pie. I should also point out
that over this time period casino mar-
ket share position decreased slightly.

The real leader, from a market share
growth perspective, has been the lot-
teries. Whereas racing’s growth share
of the legalized wagering market was
cut in half in the 1980’s, the lottery’s
share doubled over that time period.
The key to this growth was distribu-
tion. More states legalized lotteries.
And in states with legalized lotteries,
the lottery is everywhere.

Now let’s look at take-outs.

Average national take-out is almost
50 per cent — more in lotteries than it
is in racing, and more than twelve
times that of casinos. Yet the lottery is
still winning the distribution battle and
the market share battle.

This suggests to me that the key
competitive advantage in this legalized
wagering industry is distribution. On
all fronts, the lotteries have the distri-
bution edge over racing and casinos.
With important legislative initiatives
that are currently under consideration,
as well as Indian gaming, expanded
national distribution of casino wager-
ing is on the horizon. Couple this with
the fact that average take-out on casino
wagers is one fifth of that on horse rac-
ing and one twelfth of that on lotteries,
I'd project serious revenue growth for
casinos in the coming decade.

Where does all of this leave racing?
Well, some of this growth is going to
come at our expense. The pie is only
so big. And so we all better start focus-
ing a lot more of our energies on the

distribution of our game real quick.

In terms of expanding distribution,
we have a number of possible vehicles
— live racing, tele-theatre simulcasts,
in-home simulcasts with telephone bet-
ting, intertrack simulcasts, and spartan
OTB patlors.

Let me suggest that live racing, tele-
theatres, and in-home simulcasting are
the key distribution factors in the
future. The fact that we in New York
still have “race-call only” OTB parlors
as a distribution arm offers evidence of
just how far behind we are in the distri-
bution game.

Note, however, that I do mention
live racing as a key distribution vehicle
for the future. To put it bluntly, I do not
believe that it is in racing’s best interest
to have only seven or eight super-
tracks. The live racing distribution arm
is just too important to limit it to a few
markets.

Anyone who walks the grounds of
Saratoga this time of year cannot help
but see how effective a robust live rac-
ing product can be in attracting new
and casual fans. The live racing product
is vital from a gambling and handle per-
spective, because a good portion of our
best players simply have to be at the
track to see the horses to wager.

We recently did some consumer
research at Belmont and asked our
patrons why they attend live racing
rather than OTB. The number one
response wasn’t lower takeouts or
added comfort, although both of our
downstate tracks offer both. The num-
ber one response was that our fans
desired to see live horses race.

Now don’t get me wrong. Major
markets should have a live racing distri-
bution, but they should not be overly
saturated with live racing, as we ate in
downstate New York. This is where the
importance of new distribution vehi-
cles like in-home simulcasting and tele-
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theatres come in. Product diversity is
made possible without having to satu-
rate any market with any one product.

More markets with live racing, but
less live racing in each market. Again,
that’s more markets with live racing
but less live racing in each market.
That’s the solution. An effective mix of
live racing with tele-theatres and in-
home simulcasting can assure a prod-
uct which is fresh and healthy.

So what are we saying here? What
we are saying here is that the key suc-
cess factor for competing in this emerg-
ing growth industry of legalized wager-
ing is distribution. Thus far, racing is
losing market share by losing the distri-
bution game.

What we need is a newer, more suc-
cessful approach to distributing our
products. The factionalism which has
led us to less than optimal distribution

must come to an end.

Three hundred days of live racing in
one market is not the right approach.
At the same time, a market which relies
exclusively on simulcasting to the
exclusion of live racing is not the right
approach either. The ideal distribution
involves an effective mix of the two,
something which we must work
together in achieving. The key point
here is that a healthy live racing prod-
uct is critical to, rather than exclusive
of, successful distribution of our prod-
uct in various markets.

Under the ideal scenario of shorter,
high quality meets in more markets
we're still going to need a robust
supply of horses in order to ensute full,
competitive fields, that will build both
on- and off-track betting handle.

Thank you.

James C. Brady, Jr, Moderator: Thank you very much Jerry. That was a very
provocative statement. [ sure hope your phone isn’t too busy this week.

We've heard different perspectives on the future. I am struck by the fact
that there are certainly many facets to our business. And while the outlooks
are diverse, the answers are not diverse at all. Every facet of the Horse
Industry is going through a painful reappraisal of the way they do busi iness.

Will Farish spoke about the varied and exciting activities in which The
Jockey Club is involved, and I think it is easy to see how different that is from ~
the hand-operated registry card file of just a dozen years ago.

My business experience is with Banking and Real Estate, as Well as Wlth‘ ‘
horses. The similarities as the excesses that crept into all of these are stnkmg ,

Thete is no magic that makes the problems go away. We must examine all
aspects of our business and be willing to implement decisions that are
painful. Only by going through this process and taking these tough steps will

~ we come out of these times posmoned to take full advantage of the opportu-v .
nities that awaitus. ‘ -

Over hundreds and hundreds of yea1s tlns resilient sport ‘has been suc-
cessful in overcoming all sorts of challenges And, as you will hear shortly,~ .
there are more to come. ~'

These represent our opportumt1es and our challenges and Iam conﬁdent .

of our ability to address them and deal with them. I'd like to thank our four
~ panelists for sharmg their thoughts thh us. It certamly was a very mterestmg e
morning. ~ : e

INTERMISSION
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RACING IN THE PACIFIC RIM

Ogden Mills Phipps: Few world changes compare with the emergence of
what has become known as the Pacific Rim as a ma]or arena for mternatlonal

trade and commerce.

Last Decembet, I had the pleasure of meeting our next speaker at last
year’s Asian Racing Conference, held in Hong Kong.

_ That Conference was an eye-opening experience, and brought home just
what a force the Pacific Rim is becoming, not only in industrial trade and
commerce, but also in the world of Thoroughbred racing.

Les Carlyon speaks to these developments with the objectiveness of a pro-
fessional newsman, author, and racing and breeding commentator. ‘

His syndicated column appears in Australia’s two leading newspapers —
The Age, in Melbourne; and Sydney’s Morning Herald.

He also speaks as a practical horseman, who knows what it's like to breed
a stakes winner and put a yearling through the sales ring.

Les we appreciate you and your wife commg this long way and we look

forward to hearing from you.

Les Carlyon: First of all, Mr. Chairman,
I thank you for the honor you show me
in inviting me to speak here today.

I have to tell you it is slightly less
daunting for me than on another occa-
sion when I shared a platform with one
of your prominent members.

That was a roisterous luncheon in
Melbourne at Cup time two years ago
and I was feeling a little apprehensive,
as one normally does before these sorts
of things. So you can imagine how I felt
when my co-speaker, Arthur Hancock,
turned up with a sparkling line of wit
and a sheaf of notes thick enough to
give a large horse colic . . . and a guitar!

All T could do was thank the Lord I
was speaking first. Dinny assures me I
am not required to sing the Sunday
Silence song today.

Mr, Chairman, it is not only an
honor to be here today, it is also for me
a pilgrimage of sorts. One great thing
America has given the world, I think, is
the best sports writers in the world.

One thinks of Runyon, Liebling,

Cannon, Estes, Lardner, Red Smith and,
I believe, the greatest of them all — Joe
Palmer.

These and others were so good they
created a sub-branch of literature —
rich, lively, idiomatic and, sometimes, a
little cynical.

Yet none of them were ever any-
thing but warm about Saratoga. Palmer
was no respecter of sacred cows, yet
Saratoga moved him to write of the
“sunshine lying on elm trees like bright
dust” Racing here in August, he wrote,
was a ‘jewel” . . . and “a man who
would want to change it would stir
champagne”

I now know that, thanks to you, M.
Chairman, to be true. But I confess to
having a few problems with the per-
ceptions Damon Runyon planted in my
mind about this place.

There, for instance, turns out to be
no Grand Union Hotel, not now any-
way. And no bookies, least of all one
who goes by the name of Willie the
Worrier. Nor have I met any desperates,
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That’s the trouble with perceptions,
they are hard things to shake. And, Mr.
Chairman, I wonder if there is not a
perception about racing in the part of
the world from which I come, a per-
ception which in some ways is no less
dated than the Runyonesque portrait of
Saratoga.

Among the great truths about racing
are these: Racing’s finest traditions
spring from Britain and America; the
hallowed races are run in these places.
If you wish to come close to the heart
and soul of the Thoroughbred, you
stand in the graveyard at Claiborne
Farm and commune with the ghosts; or
you linger on Newmarket Heath on a
misty morning and listen to the thud of
hoofs.

But this, I tentatively suggest, should
not blind us to what is happening in
racing’s third world, the countries of
the Pacific and Asia that come together
as the Asian Racing Conference.

I use that phrase “third world” pure-
ly in the numerical sense, not as a
polite way of speaking about poverty.
You can say what you like about racing
in Australia, Japan and Hong Kong, the
one thing it is not is impoverished. And
neither, except in the case of Japan per-
haps, can one say racing in my patt of
the world lacks a little history.

Now it’s natural to associate racing
with its undying moments, which
means we quite properly think of
fabled places on this side of the world,
such as the track across the road here,
which opened a month before
Gettysburg and has been casting spells
ever since.

We think of the Derby at Churchill
Downs, dating from 1875. We think of
the first classic at Epsom, England in
1779.

To keep things is some sort of per-
spective, however, I offer a few other
dates.
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The first formal race meeting in
Australia took place in Sydney in 1810.
The Melbourne Cup, which is
Australia’s foremost race and now cat-
ries a stake of $1.5 million (US), began
in 1861. By 1880, that Melbourne Cup
had dragged in its first 100,000 crowd.
And it will attract the same number this
year. It’s endured.

They were racing in Singapote in
1842 and in Hong Kong in the mid-
1840’s.

The Melbourne Cup, as those of you
who have been to it would know, is
one of the great racing pageants of the
world. But, apart from the Cup, it is
probably true to say Asia and the
Pacific, despite their early start of rac-
ing, failed to develop other great races.

Until now . ..

The Japan Cup, I think, is now
becoming one of the great races of the
world. And I suggest its star has only
just begun to rise. I am old enough to
remember when people told me cars
with funny names like Toyota would
never catch on.

The Invitation Cup in Hong Kong
last year attracted horses from eight
countries. Now it’s only a Group 3 race
but, in 1991, it may have been the most
international race ever staged any-
where, It, too, is a comer.

In Melbourne, we have developed a
high-class weight-for-age race of inter-
national quality called the Cox Plate.
And in Sydney, they run the world’s
richest two-year-old race, the Golden
Slippet, worth $1.5 million (US).

I am still not suggesting, Mr.
Chairman, that the Pacific Rim — now
or ever — offers a challenge to the
heartlands of racing. There are some
things money cannot buy, and tradition
is one of them.

I think what I'm suggesting, though,
is that in Asian and Australian racing
there is a vibrancy that may not be fully

appreciated. I am certainly suggesting
that segments of Asian racing, even in
these gloomy times, are experiencing
extraordinary growth. And, further, I'm
suggesting that innovations in the
Pacific Rim countries — mostly to do
with betting technology and race pre-
sentation — have so revolutionized the
business side that, inevitably, they will
be adapted in what we might call the
old world.

I come to you today, I can assure
you, as 2 messenger rather than a sales-
man. But let me offer a few facts to
support what I have said. Before I do,
let me apologize for having to resort,
from now on, to so much statistical
information.

The reason I love horse racing is
because of the wondrous theatre it pro-
duces, part of which is the horse play-
et’s belief in the statistical certainty
that two and two can be made to equal
306. But ’'m afraid it’s impossible to
talk about such a large subject, without
resorting to some statistics.

Now, a few of those random facts . ..

If we look at Japan for a moment, I'll
offer you two remarkable numbers:

First, the annual betting handle,
most of it from off-course betting . . . it
comes out at $32 billion (US). That’s
one third of the estimated world-wide
betting handle of $89 billion (US). One
third of it from one country.

Second, the average prize money for
a race in Japan last season came out at
$224,000 (US). If you savor that figure
a bit you begin to understand that the
Japanese purchaser of a million-dollar
yearling is perhaps not the cock-eyed
optimist we might think him to be.

Take Hong Kong. There is no breed-
ing industry there. All the horses are
imported and there are just 1,000 of
them in training. Yet the betting
turnover in Hong Kong is close to
$7 billion (US), which means that, on

average, each horse stabled in Hong
Kong creates a betting turnover close
to $7 million (US).

One reason the handle is so high
there is because of the standard of race
presentation. They use a huge video
matrix screen — much bigger than that
one you may have seen used at the
Barcelona Olympics. And it works very
well at getting people in.

I've not been to Japan, but I have
seen enough film from there to know
that they present their races in the
same way.

Now if we look at Australia for a
moment . . .

We have a very substantial breeding
industry in Australia, so substantial that
only the United States has more mares.
Perhaps that’s really a thing one
shouldn’t boast about at the moment.
But racing goes very much to the heart
of Australian culture. I suggest to you,
perhaps more so than it does in the
United States. It’s possibly because, in
Australia, it would've been impossible
to settle the country without horses.
And just about everybody in Australia
— certainly people of the second or
third generation — has got some link
to the horse, although it may not neces-
sarily be a racehorse.

But so deep is this racing tradition
that we have around 500 tracks. Now if
you translate that on a population
basis, that would convert to about
8,500 tracks in the U.S.

There is a rare democracy about
Australian racing. A sheep shearer can
not only own racehorses, he can —
and does — watch his $5,000 horse
beat a million-dollar yearling owned by
an Arab potentate. The John Henry syn-
drome lives in Australia.

We are a peculiar blend of the old
and the new. Our style of racing is very
much a throwback to the British tradi-
tion. But our off-course betting system
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is straight from the age of the
microchip.

In passing, Mr. Chairman, I might
mention that one reason Australian rac-
ing has developed so strongly is that,
on administrative matters, the sport is
not fragmented.

A drug, for instance, that’s outlawed
in Melbourne is outlawed several thou-
sand miles away, and several states
away, in Perth.

Now, New Zealand also has a lot to
offer.

I'll be accused of treason for saying
this, but New Zealand is the great
breeding nursery of the Pacific. It
breeds fewer horses than Australia but,
horse-for-horse, I guess one would have
to say, they are probably the best horses
bred in the area.

Now, if I could test your patience
just a little further, I'm just going to
show you a few slides.

The first slide T would like to show
you is a comparison of the three major
racing regions of the world (fig.{).

A few points; First, the Asian
Racing Conference countries stage
fewer races than you do here, but three
times as many as Europe. And perhaps

the other interesting part about that is
that, if you look down at the bottom, in
terms of prize money and betting han-
dle the Asian Racing Conference coun-
tries, in fact, lead the world.

Let’s now look at a second slide
showing the prize money in a little
more detail (fig.é¢). Prize money alone
doesn’t make an event great, but it is
interesting that Japan and Australia
both offer more in purses than such
celebrated racing nations as France,
Great Britain and Ireland.

Now, on to the third slide, which is
a break wup of betting (fig.77). I find it
interesting here that, while the United
States offers as much prize money as
Japan, it can only attract half as much
back in revenue from racing — $14 bil-
fion (US) against $31 billion (US). The
British figure may look impressive, yet
— for various reasons — as we all
know, not that much of it seems to find
its way into the betterment of racing.

Australia, you will notice, is right up
there with France. Incidentally, the
Australian handle on just one race —
the Melbourne Cup — is well over
$100 million (US), which compares
pretty well with your Breeders’ Cup

INTERNATIONAL COMPARISONS

PRIZE MONEY:

SEASON 1990 AND 1990-91 INTERNATIONAL COMPARISONS
, . FOR 1990 IN U.S. DOLLARS
Asian Racing
Pan Conference Selected Asian Selected Other
Europe  America  Countries Racing Gonfarence Countries Countries
Races 21660 99,144 61,625 Japan $7644M  United States  $710.4m
Hosesintraiing 38710 123651 92662 Austraia $1587m - Franoe - $1443m
South Africa $46M  GreatBritain  $ 92.3M
Runners 206,511 876,174 578,392 Hong Kong $ 200M Italy $ 69.3M
Prize money $2682m $7466M  $877.3M New Zealand $188M  Canada $ 592m
{in Milfons) Malaysia/Singapore  $ 10.3Mm Ireland $232M
Betting tumover  $19578M  $14,728M  $42,870M India $ 56M Venezuela $149Mm
{inMiions) Macao $ 55M  Argentina $13.7m
Pakistan $ 33Mm Mexico $ 59Mm

Figures for flat racing only

Source: Paper presented to 1992 Asian Racing Confarence by
Major-General Guy Watkins, Chief Executive, Royal Hong Kong Jockey Club.

FIG. 1

Total prize money warid-wide: $2.36 Billion
Source: International Racing Conference, Paris.
FiG. it

day handle.

And look at Hong Kong — all that
money from just 1,000 horses.

The fourth slide looks at Japan and
Hong Kong a little more closely (fig.iv).
You'll see here the huge volume of
Japanese betting that comes from off-
course betting. And look at the atten-
dance figures for Hong Kong.

The fifth slide is simply to give an
outline of the dimensions of the breed-
ing industry around the Pacific (fig.v).

Australia dominates the numbers,
but numbers don’t necessarily reflect
quality. New Zealand, as I said, breeds
some great horses. South Africa will
benefit from being able to deal with

BETTING:

INTERNATIONAL COMPARISONS
FOR 1990 IN U.S. DOLLARS

Selected Asian Racing Selected Other
Conference Countries Countries
Japan $ 3188 United States  $ 14.18
Australia $ 738 GreatBritain ~ $ 9.08
Hong Kong $ 618 France $ 748
Korea $8404m Italy $ 248

Malaysia/Singapore  $4715M  Argentina $280.7 M

New Zealand $3778M  lreland

World-wide total: $89.1 Billion

$2196M

World-wide, excluding bookmakers $75.7 Billion
Source: International Racing Conference, Faris.

Includes harness racing
FIG. fif

BIG BETTING IN THE PACIFIC RIM
TWO EXAMPLES

JAPAN 1991 (U.S. DOLLARS)

Average daily turnover $93.3M
(in Millions)

How it was bet:

Off-course venues T4.7%

On-course 17.0%

Telephone 8.3%

Average prize money per race $224,321

Note: Japan's average daily turmover compares with the North American
handle on the Breeders Cup at Churchill Dovns of $67.6 miion,

Sources: JRA, The Blood-Horse, Lexington.

HONG KONG: 1987-88 THROUGH 1991-92

a8 9te
Horse population 843 1,014
Number of races 457 498
Prize money
(in Millions) $ 12 $237m

Average atfendance 42,900 48,200
(includes cross-betting)

Betting tumover
(in Bilions) $1.188  $6.938

Note: The Hong Kong betting turnover of $6.9 billion is earned
from the exertions of only 1,014 horses.

Source: Royal Hong Kong Jockey Club.
FIG. iv
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SELECTED BREEDING STATISTICS

PACIFIC RIM COUNTRIES
FOALS PRODUCED
E
Australia 17,500 23,500
India 535 1,157
Japan 7,557 9319
New Zealand 5450 5,762
South Africa 3413 4,144
Total 34,455 43,882

Saurce; International Racing Conference Report, 1990.

Current Austrafian foal crop estimated at around 19,000

MARES AT STUD - 1990
Australia 40,300
India 2,538
Japan 14,630
New Zealand 12417
South Africa 7214
Total 77,109

Source: Infernational Racing Conference Report, 1990.

FIG. v




GROWTH IN AUSTRALIAN RACING
(US. DOLLARS)

1977-78 1990-91

Number of tracks 534 492

Number of days raced 3,480 3,785

Number of races 21,208 25614
Number of starters 190,472 247,895
Horses in training 26,867 38,243
Prize money $282M $155.3M
(in Millions)

Betting turnover $ 7348

(in Billions)

Source: Australian Thoroughbred Statistical Record;
International Racing Conference, Parls.

FIG. vi

the rest of the world now. And a little
point that won'’t surprise you . . . later
figures will show very heavy falls in the
Australian foal crop. In other words,
what’s happening here is happening
exactly the same in Australia.

Finally, the last slide, a quick look at
the latest Australian figures (fig.vi).

Youwll see that huge number of
tracks there. We need all those. I live in
Victoria, which is the smallest main-
land State. On an average Saturday,
there is one city meeting and 10 lesser
meetings around the provincial towns,
just within that one state.

Finally, M. Chairman, everyone here
knows better than I do that for racing
to succeed and flourish anywhere, cet-
tain ingredients must be present.

We need good horses and we need
an affection for the horse as an animal.
And 1 think it would be tragedy if this
sport, as I prefer to call it, ever loses
that.

We need to create great sporting
theatre so as to compete against other
SpOrts.

We need to be on mainstream TV
because, like it or not, that is where
the next generation seems to get its val-
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ues and role models. We need big race
crowds. And that means the way we
present races will become more and
more important.

And we need big betting turnovers
because these, in the end, underwrite
everything.

If one accepts these general proposi-
tions, I think Asia and Australia perhaps
have a little more to offer the world
than might generally be thought.

There is, too, as we all know, a trend
to make racing more international. And
this can only be good, as it has been for
other sports. The Breeders’ Cup seems
to become more successful each year.
So does the Japan Cup. Hong Kong'’s
international race is going to be a great
success. It's spreading right throughout
the Pacific Rim.

The Melbourne Cup a few years
back was won by a horse called
Kingston Rule. He was a son of
Secretatiat, and looks like him. He was
bred in Kentucky on a farm within
walking distance of the Keeneland
barns. The farm is owned by an
Australian businessman. Kingston Rule
first raced in France, couldn’t handle
that soft ground, and came to Australia
and in 2 way made racing in our area a
lot more international. We’re going to
see a lot more of that. And the more
that happens the better it'll be.

And I think the more we get interna-
tional racing, the greater its appeal to
the public and, one would hope, to the
major TV networks. Who knows, one
day we Australians may be able to bet
on the Breeders’ Cup using a personal
computer. As it is, Hong Kong will this
year be betting on the Melbourne Cup.

One day, maybe, there will be an
international circuit of racing that
attracts global betting and TV coverage.

Who knows, there could even be a
Thoroughbred equivalent of the
Olympic Games every four years. This

would be good, because we Australians
belted away with the two gold medals
for the three-day event at Barcelona.

At this point, Mr. Chairman, I have
become a salesman rather than a mes-
senget, so it is time to stop.

Ogd n Mills thpps. Les, thank you.

I thank you again for the honor. I
wish you all well. And I have to tell you
that Joe Palmer was right . . . this place
does cast most wondetrful spells.

Thank you.

1 thought everybody in this toom would be amazed at the numbers that

‘were going on in the Pacific Rim. I certainly was when I went over there Iast
year. Les we appreciate you commg all this way to tell us about it.




THE CASINO CRISIS

Ogden Mills Phipps: The last panel is going to discuss casino gambling.
In recent years we have seen a gradual but significant change in society’s

perception of gambling.

First, there was acceptance of the lottery, a concept which rapidly spread
from state to state. Now it’s casinos that are beginning to be seen widely as a
way for states to raise revenue for their hard-pressed treasuties. ‘

Let me now turn it over to Dick Duchossois and his panel, to examine this
development, and discuss its impact on racing.

Dick . ..

Richard L. Duchossois: Thank you,
Dinny.

After this wonderful time down
here in Saratoga, some of us are going
to be returning back home to reality.

The reality in Chicago, and other
major metropolitan cities around the
country, is that we are going to be fac-
ing casino gambling, which in turn is
going to pose a very grave threat to our
entire industry.

Without exaggeration, the expan-
sion of casino gambling is going to
mean that, within the next four to five
years, some of us won't be here.

As an owner of a race track, a breed-
ing farm and a racing stable, it’s
become very clear to me that casino
gambling can destroy, and probably
will destroy, every segment of our
industry as we know it today.

It’s imperative that we develop a
strategy to develop a program that can
be implemented to slow down or stop
the proliferation of casino gambling
throughout the United States. This
action must be taken now. Time is very
shott.

It’s a very complicated and very
complex problem. It’s certain that we
don’t have time today to discuss the
entire operation. But, before we really
dive into the program, it’s necessary for
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us to understand what some of the
problems are. In Illinois, we have
pretty well brought the industry
together over the past two years.

In Ilinois, we've gotten a lot of
things done because we speak as one
person.

Ed Duffy here is a spokesman for
Illinois Thoroughbred racing. That
includes the breeders, the owners, the
race tracks and so forth. Ed is not only
President of Arlington International
Racecourse, he was the man that
Governor Thompson had, to put
together the racing and breeding legis-
lation in the state of Illinois. And then,
later, he became the Governor’s top
cabinet member.

So Ed is well versed in not only the
operation of a race track, but in how a
race track inter-relates with the politics
of racing, and what you have to do at
the statehouse as well as in
Washington. To speak to the problem
from the breeders’ side of our opera-
tion, we have a4 man who needs no
introduction.

Robert Clay is the owner of Three
Chimneys Farm. He’s president of
TOBA. He’s a member of The Jockey
Club.

Robert knows and understands rac-
ing and breeding very well. But he also

understands the tremendous economic
impact the casinos would have on the
multi-billion dollar agri-business here in
the states.

After we've heard from both Ed and
Robert, I would like to take a few
moments to suggest a way that we may
combat this very dangerous force, that
is starting to take over our industry and
the market share that we enjoy, even
though it is now dwindling.

Ed...

Edward T Duffy: Thank you Dick.

Mr. Chairman, before I begin, I
would submit to you that there are
now two people that one wishes not to
follow — the man with the guitar from
Kentucky, and the man with the won-
derful stories from Down Under! Had I
known that you were going to do that,
I would have tried to get us scheduled
differently this morning.

Mz. Chairman, again, thank you for
the opportunity of coming before your
group this morning to discuss a prob-
lem that I believe, we belicve, has great
impact on our industry over the next
several years.

It occurred to me as we were listen-
ing to the various speakers this morn-
ing that the one central theme that was
driven through all their presentations
was the issue of the future.

I, like my predecessors, would like
to discuss with you what we see as a
problem in the future, and perhaps
what we might do to resolve it.

My message today is very straightfor-
ward: If casino gambling continues to
expand in this country, the racing
industry as we know it will not survive.
By the end of the 20th century, for all
practical purposes, there could be no
horse racing industry at all. There is no
place in the world where casino gam-
bling and pari-mutuel wagering have
co-existed without artificial subsidies to

the horse racing industry.

We need to understand that this is
not an issue of the casinos against the
race tracks. The issue is the casinos
against an agri-business that is spread
throughout most of our country’s
states, whether or not they have pari-
mutuel wagering offered.

Race tracks are only the showcases
for breeders, owners, and their related
support industries to show their prod-
ucts. If race tracks cannot provide this
service without making a profit, then a
major segment of agri-business will col-
lapse. The race tracks, breeders, own-
ers and support industries are entirely
dependent upon one another. If one
fails, we all fail,

But the casinos are already starting
to issue death notices for racing.

They did so in a statement recently
released in Chicago by a consortium of
Caesars World, Circus Circus and
Hilton. They are now asking the people
of Illinois to allow them to replace the
racing industry. If this happens in
IMinois, what will happen to the rest of
out industry throughout the country?

The casinos, and their army of lob-
byists and public relations firms, are
telling uninformed legislators and an
unsuspecting public that our industry
is made up of, “complacent, non-com-
petitive dinosaurs.” The casinos have
said that we have allowed our market
share to erode to the point that we can-
not survive the remainder of this centu-
1y, which is only seven years away.

The casinos are playing on legisla-
tors’ and the public’s recession-driven
desires for the creation of new govern-
ment revenues without raising taxes
and, of course, new jobs. The issue we
face is, therefore, not a business matter
but a political matter and, as we all
know, business and government often
times have different goals.

The casinos are telling anyone who
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will listen that racing is highly frag-
mented industry, riddled with internal
conflicts and dissension, and plagued
by the absence of a national strategy.
The casinos say that, with isolated
exceptions, we have failed to market
and promote horse racing to appeal to
contemporary consumer tastes and
lifestyles.

As a result, the casinos say, racing
has increasingly lost popularity and
market share, which the casinos are
eager to claim for their own. The casi-
nos say that our industry is showing all
the signs of a mature business that
facks vision and direction,

It is important to observe that the
casino industry is very well organized
and financed, when it comes to pro-
moting the welfare of itself, while rac-
ing sometimes appears to be looked at
as a loose federation of many different
associations, each only concerned for
its own welfare.

The reality we are now confronting
is that if the tracks, the breeders, the
trainers, the owners are all to survive,
we must change. We must unite. We
must develop a battleplan to counter
the casinos. And we must do it within
the next several weeks, because casi-
nos are moving against us even as we
speak.

I use Illinois as an example, but only
as an example because, as we speak, it
will occur in the rest of our country. As
we speak, right now in Illinois, there is
public debate going on over whether
casinos will be allowed to expand with-
in that state. In November that vote
will be taken.

Unfortunately, there are those in our
industry who have been seduced into
believing that casinos may offer new
opportunities for racing. They advocate
striking deals with the casinos in hopes
of living together happily ever after. I
believe they are indulging in dangerous
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fantasies.

Many insiders in our industry have
even gone so far as to suggest we
should put slot machines in our tracks
and share these machine’s income with
the horsemen. The simple truth is that
placing slot machines inside of race
tracks is actually helping to bring about
our own demise. It is like economic
suicide, economic suicide for the own-
ers and the breeders.

Let me give you an example of what
we’re suggesting when we take the
position opposing putting slot
machines inside of a race track.

Any normal business that offers two
products, one product is profitable, the
other item is a loss item that requires
subsidies from the first product.

That’s why they're offering to share
the income from slot machines with
the horsemen . . . because they realize
that, once the slot machines are offered
into this market, it will take away the
horsemen’s share and the race track’s
share of the income. It doesn’t take a
business owner long to realize that if
his first product is subsidizing a sec-
ond, if the second is taken away, the
first product becomes more profitable
yet to the bottom line.

Unlike any previous challenge this
industry has ever had to confront, the
expansion of casino gambling to
Chicago and other major metropolitan
markets across the nation carries a
death threat.

Make no mistake. Casinos are preda-
tors.

Empirical evidence has clearly
shown that casinos and pari-mutuel
wagering cannot co-exist in the same
marketplace. In every case thus far, rac-
ing revenue has declined by as much as
35 to 40 percent annually. No industry
can absorb such severe financial
impact and continue to survive.

The casinos tell us that if we “play

ball” they will provide us with new
profit centers and that we will adjust
quickly to a new wagering-product
mix. The casinos suggest that blending
pari-mutuel wagering with other forms
of gambling would effectively subsidize
racing. In this case, the casinos are
doing what they do best, trying to sell
a dream.

In real-world business, however, one
maximizes those things that create
profits; and minimizes those activities
that lose money.

Therefore, if racing’s survival
becomes dependent on slot machines
or video poker revenues, the industry
faces a shift of priorities which will
inevitably hurt its less profitable racing
opetations.

Years ago, racing enjoyed a waget-
ing monopoly. Because of this, we
were requited to pay a privilege tax on
our gross sales — on our handle, if you
will. We are still paying a tax for the so-
called “privilege” of pari-mutuel wager-
ing.

The casinos, on the other hand, only
pay taxes on the profits they make.
And that’s a big difference in terms of
taxation and of economic viability.

This is an uneven playing field, with
the advantage going to the casinos.

While taxes are a major factor in
business, they can only be dealt with
through politics.

As you well know, this industry’s
historical power in the political arena
has flowed directly from the industry’s
importance as a source of jobs and fax
revenue to local and state govern-
ments. But that power has eroded over
the years with the proliferation of
other forms of wageting.

Right now, it is estimated that there
are well over a million people that
work in out industry across the coun-
try. With numbers like these we can, if
you choose, focus significant public

and political attention on one thing and
one thing only — our common sut-
vival,

Owners must understand and
accept their responsibility to help lead
this fight. After all, owners are the peo-
ple who finance this industry. And they
are an extraordinarily prestigious group
of Americans. If they would speak up
loudly and with one voice, I believe
they would be listened to.

Ladies and gentlemen, if the legisla-
tors in Illinois bow to the casinos in
November, it is more than likely that
other jurisdictions will soon follow.
And to the extent that Illinois
Thoroughbred tracks are hurt or put
out of business, to the same extent will
our breeders and owners be hurt or
put out of business as well.

If racing does not resist the casinos,
the casinos could put us all out of busi-
ness. The fight is real. The issue is sur-
vival. I believe the time is now, and
truly it is up to you.

I thank you for the time that you
have granted us this morning.

Thank you very much.

Now it is my pleasure to introduce
someone who is much more familiar to
this group than I am. He is the
President of TOBA and a very famous
breeder in our country . . . Mr. Robert
Clay.

Robert N. Clay: Thank you, Ed.

When Dick approached me at the
Keeneland Summer sales and asked me
to sit on this panel to discuss casino
gambling, my obvious reaction was that
I am in no way qualified to address this
subject.

Dick, in his persistent urging, asked
me to give some thought to the own-
ers’ and breeders’ perspective on how
they may be effected if casinos were
allowed in the Chicago area.

Since there are probably as many
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owners’ and breeders’ perspectives as
there are owners and breeders, I am
reluctant to represent their perspec-
tive, but T'll try to generalize it as I see
it.

Let me start by expanding on one of
Jerry’s statistics. It summarizes the seri-
ous concerns that owners and breeders
around this country share for our exis-
tence.

In 1974, racing enjoyed 35 percent
of the legalized gambling market in
North America. According to Jerry, in
1982 it had dropped to 22 percent; in
1990 to 11 percent; and today nine
percent.

If racing had held its 35 percent of
the gambling market that it had in
1974, the average earnings of a race-
horse today would be $31,000 per year,
instead of $8,000 per year. And as
we've been told by Les, the average
earnings in Japan are $224,000 a year.
The advent of casino gambling threat-
ens to lessen even the $8,000.

Racing no longer enjoys its status as
a monopoly. Riverboats, Indian gaming,
casinos and the lotteries have entered
the arena as competitors for the gam-
ing dollar against the traditional play-
ers, horses, jai alai, and dogs.

Consumer-friendly competitors,
such as video poker games, are lurking
on the horizon. Sports gambling,
thanks to the political clout of the
major sports leagues, has been put on
hold for the time being. But there’s is a
second reason for the market share
decline — racing’s lack of attention to
any strategy.

There is no unified, resolute, goal-
oriented strategy within our industry to
protect our market share. We've have
not defined our marketing strategy, or
our legislative agenda. We are “ripe for
the picking” for our competition.

Now, before all the race track execu-
tives in the audience start objecting to

36

this statement, let me clarify. I am talk-
ing national strategy.

I am sure that each track’s own man-
agement, and especially their own mar-
keting departments, have defined their
local markets, products, niches and leg-
islative agendas. But we are not taking
advantage of a national strategy.

There is no economy of scale on
ideas, strength in numbers, political
leverage, commercial sponsorship, tele-
vision contracts, national fan base, etc.
As long as each race track, and each
owners and breeders association, sub-
scribes to the theory that they have a
better way, we remain an industry with
fragmented strategies.

But what is the perspective of the
owner and breeder to the alarming
market share numbers? Or to the gam-
ing competition, such as casinos?

Let me start with the owner. The
average owner is complacent to the
problems facing racing. Most owners
are in racing for fun and maybe for a
chance for their fun to pay for itself.
They teally do not have the time, or the
inclination, to be burdened with the
industry problems. They want to play
golf, not sit on the board of directors of
the country club.

They have, historically, deferred the
so-called “problems of racing” to others
— the trainers, the race tracks, the
Registry. Owners, for the most part, are
much more concerned with the conve-
nience of owning horses, trainer com-
munication, size of purses, seating,
licensing, etc., than they are with casi-
nos, or riverboats, or video poker, or
market share, or strategy. They assume
that someone else will represent them
in those areas. Owners do watch the
developments in the industry, and
those developments may effect their
investment. But, for the most part,
owners are not inclined to get
involved.

The breeder, and especially the com-
mercial breeder, on the other hand,
takes a much different attitude.

The health of racing is critical to the
commercial breeder’s livelihood, as
we've already heard here today. He or
she is concerned that racing is losing
its foothold and that there may not be
enough demand for his or her product.

With the demise of Longacres, the
Washington State breeder is desperate-
ly effected. If casinos impact Arlington
Park, the 40,000job breeding industry
in Illinois will definitely suffer. There
are plenty of other examples. The
breeder perceives a crisis and is look-
ing for answers.

But the race track executives in this
country may be looking at this crisis
differently than the owner and breeder.
In the short term, race tracks need the
owners and breeders for product.

The continued decline in the foal
crop is a reflection of how owners and
breeders are voting. They’re voting
with their pocket books, and choosing
to breed fewer horses, primarily
because the economics don’t work.

Many race tracks have recently rec-
ognized the need for this product, with
more attention to the owner — both
their financial needs, through
improved purses, and their non-finan-
cial needs, through better services. The
investment in product by the owner
and breeder is critical to the race track
in the short run . . . it’s a business part-
nership.

But, in the long run, race tracks may
not need our product. It may be too
expensive to maintain the backstretches
if there are more profitable alternatives.
Some tracks are located on prime prop-
erty and may sell out entirely.
Longacres is a good example. And oth-
ers will choose to add non-horse gam-
bling products at their race tracks.
Louisiana has installed a form of slot

machines at their race tracks, and other
track owners have expressed interest in
combing horse and non-horse gam-
bling. These are executives responsible
for earnings and, in some cases, sur-
vival. So one cannot necessarily blame
them for looking at all alternatives for
enhancing the bottom line.

And so what are we going to do?

Do we let our market share contin-
ue to drop to nothing? Do we sit by
idly as race tracks decide to offer differ-
ent, more profitable products? After all,
race tracks are essentially the arenas —
convention halls, if you will — where
we show off our product. Their loyal-
ties are not to the horsemen but,
understandably, to their stockholders,
and their bottom lines.

We need to be concerned that the
slot-machines that may supplement
purses today don’t replace live racing
tomorrow.

Traditionally, horsemen have taken
the adversarial position with race
tracks, demanding their fair share. But
fair share of less is less.

I think as owners and breeders we
must change our attitude. We must join
the race tracks as partners. In good
partnerships, both parties bring some-
thing to the table. In this case, the
owner brings the actors and the track
provides the theatre.

We are the producers, the produc-
tion company. We need to make sure
the theatres use our actors. We create
the stars. We need to make sure that
the stars have a place to perform.

With all the talk of crisis and sur-
vival, we can take comfort that our star
is the horse. And the role of the horse
is paramount. The horse makes us a
sport. The horse gives us our hero. The
horse is what the public follows. The
horse is our niche in the gaming arena.
And the horse provides our tradition.
Handicapping a horse race is a cerebral
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exercise, as opposed to pulling a lever
or scratching a lottery ticket.

But owners and breeders bring
more to the partnership than just the
actors. We can bring tremendous politi-
cal clout.

In Texas, Florida, and California; and
in New York and in Illinois, we should
be joining forces in the political battles
as allies of the race tracks, not adver-
saries. We must organize, as employers
of hundreds of thousands of people, to
strengthen our political muscle in state
houses across the country, and at the
federal level if necessary, to lobby our
cause, horse racing.

We can do all this, while we contin-
ue to ask for our fair share from the
race tracks.

We need to use our strength in num-
bers. TOBA has 32 state association
members, which represent nearly
25,000 members. If each of those mem-
bers employed or contracted 10 peo-
ple, we are talking nearly 250,000 jobs
— Ed has used the number of one mil-
lion jobs as being the number of jobs
effected by our breeding and racing
industries. That is powerful stuff if
organized and mobilized effectively.

But how can we use this powerful
stuff? We must develop a strategy, a
strategy that includes a legislative agen-
da; a strategy that includes a marketing
agenda. We won’t win every legislative
battle, so it'’s imperative that we pro-
mote our product better than the next
guy. Remember our market share is
already down to nine percent.

So, what good does a strategy do us?

It gives us a direction and a resolve.
It unifies our purpose. it defines where
we want to be and how we are going
to get there. Do we want casinos, card
games, slot machines? Do we want
fewer racing days? We need to make
some strategic decisions.

And while we're at it, do we want
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fewer racing days? Do we want to plan
our distribution mix? Do we want uni-
form medication rules? Are we willing
to pay for the promotion of our prod-
uct?

Most everyone in this room has a
strategy for his or her business or orga-
nization. We need a strategy for horse
racing. Owners and breeders are wait-
ing for the leadership to set those
goals.

The threat of casinos in Chicago
offers us a great opportunity. It is a cat-
alyst, a great example of race track
executives, owners breeders and train-
ers working together in the political
arena to fight for horse racing.

You can bet Dick Duchossois has a
strategy to beat casinos in Chicago. But
the problem is bigger than Chicago.

Let’s not only rally to Dick’s call for
political support in Illinois, let’s take
our cue from Illinois.

Let’s develop our national strategy.
And let’s organize our effort to make it
work. I realize this is not an easy task in
the very complicated structure of our
industry, but maybe the Illinois initia-
tive can evolve into something bigger.

Meanwhile, Dick Duchossois, 1
pledge to you the support of the
Thoroughbred Owners and Breeders
Association in your endeavor to stop
casino gambling in Chicago. We will
ask our members to apply whatever
political support they can give as you
fight your battle. Arlington Park is a
great place for the national partnership
to begin.

Thank you.

R. L Duchossois: Thank you, Bob and
Ed.

Bob and Ed have tried to cover a
very complex and complicated pro-
gram in a very short period of time. But
time is running short. We would like to
make a suggestion that we believe will

have a great impact on our industry.

I'm talking about the whole indus-
try. P'm talking a composite of every-
one that has to do with racing and
breeding. That goes down to the man
that raises the hay, the oats, the wheat,
the veterinarian, the blacksmith and so
forth.

We feel that if an executive commit-
tee is put together consisting of either
the president or the next highest offi-
cer of the following organizations: The
Jockey Club, the Thoroughbred
Owners and Breeders Association, the
American Horse Council, the TRA, and
the HBPA,; if these five men would form
an executive committee, with the
responsibility of electing one of them-
selves as the Chairman — or finding a
professional qualified to do the job,
that can represent our industry — this
executive committee would develop
the strategy to implement a program
where we could control what is hap-
pening throughout our entire industry.

They would speak as one voice for
the industry. And only as we speak as
one voice for the industry will we be
able to accomplish the things that the
casinos are doing.

Because believe me, from what we
have seen, the casinos and their action,
their activity, and their strategy in
Chicago and Louisiana, we have a
much larger fight on our hands than we

Ogden Mills thpps chk thank you

have ever dreamt.

This executive committee, if it’s
approved, would be ready to put
together its agenda this coming week
and have its first formal meeting the
following week, and that each of its
members would report back to their
own organization.

It would be hoped that each mem-
ber, the president or the highest rank-
ing officer of the five organizations,
would have the authority to speak for
their organization. Because, if we get
too large a committee, we're going to
accomplish nothing except spending a
lot of time and a lot of money.

It will be up to the individual organi-
zations to help finance this tremendous
fight that we have on our hands.

Reading my history book, I keep
going back to the time when there was
a certain meeting in Munich. The
Prime Minister of England came back,
and all over the world we heard,
“Peace in our time.”

Immediately after that, we had
World War II.

There are too many of us within our
industry endeavoring to create a peace
instead of facing the facts of life — that
we're fighting really for our basic exis-
tence as we know it today.

We thank you very much for your
time and for listening to us on what we
consider a very major problem.

_ The Jockey Club will be happy to be there at the table and w111 be happy
to provxde the back ofﬁce support that’s necesszuy for your cormmttee




Ogden Mills Phipps: Ladies and gentle-
men, before we close, I'd like to say a
few words about two special things.

Every fall we give, at our annual din-
ner, an award called The Jockey Club
Medal.

This is a special award and an
important one. Because, each year, it
recognizes the effort, dedication and
contribution to Thoroughbred racing
and breeding of one outstanding indi-
vidual.

Our first honoree, in 1984, was D.G
Van Clief, whose tireless efforts have
helped make the Breeders’ Cup what it
is today. In 1985 we honored France’s
senior racing administrator, Jean
Romanet. Then there was Dick
Duchossois, who built Arlington
International Racecourse from the
ashes of old Arlington Park; trainer Jack
Van Berg; ABC Sports president, Dennis
Swanson; Daily Racing Form execu-
tive columnist, Joe Hirsch; Dr. Charles
Randall, who for years has done so
much for the scientific community and
the Grayson Foundation; and, last yeat,
the legendary Dr. Manny Gilman.

This is a distinguished list of individ-
uals, each of whom, in a variety of
ways, has displayed an outstanding per-
sonal dedication to the betterment of
Thoroughbred racing and breeding.

Now let me tell you about a special
organization,

It's one that is underfunded and
understaffed. Yet every day it's fighting
for our interests, in a highly competi-
tive political arena. It’s called the
American Horse Council. And its list of
accomplishments on our behalf is a
long one.

They include the Interstate Horse-
racing Act of 1978, without which we
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wouldn’t have any interstate off-track
or inter-track wagering today; repeal of
the Import Tariff on horses brought
into the United States; the Pari-Mutuel
Simplification Act of 1988, which elimi-
nated the federal block to a uniform
licensing system; and many other
things, which don’t make the head-
lines, but which are just as important
for us in the Thoroughbred industry.

Things like depreciation, withhold-
ing taxes and mobilizing federal
involvement to stop the spread of
equine diseases — most recently the
outbreak of equine disease in New
Hampshire and Massachusetts; and
their continuing work for federal legis-
lation to ban states from authorizing
professional sports betting.

The American Horse Council is
effective. It’s headed up by a largely
unsung hero . . . one of those people
who works tirelessly and effectively on
our behalf, and who rarely gets much
credit for his efforts . . . Rich Rolapp.

Rich has been with the Council for
20 years. He’s been its president since
1979.

His performance has been quite out-
standing. He’s totally dedicated and
totally committed. He’s tenacious, but
he’s also unassuming and endlessly
patient. In other words, he’s ideal for
Washington. I can’t think of anyone
who could do it better. And I can’t
think of anyone more worthy to
receive The Jockey Club Medal in
recognition of his hard work.

It is my pleasure, then, to ask
Richards Rolapp, president of the
American Horse Council, to step up
here and receive the 1992 Jockey Club
Medal.

R. Ricbards Rolapp: Thank you very
much, Mr. Chairman,

I am deeply honored and very grate-
ful.

I want to thank The Jockey Club, its
Chairman, the Stewards and Officers
and the members and staff, who have
always given me personally, and the
American Horse Council, so much
encouragement and support.

Also, I want to thank all of the mem-
bers of our staff at AHC, who have
worked for us over the years.

They will be the first to tell you that
they spent most of that time making
me look good. And they deserve most
of the credit.

I also want to say that I don’t for a
minute think that I deserve this award.

This is an award for a recognition that
is deserved by thousands of individuals
and hundreds of organizations, who
have come together through the
American Horse Council to work for
their common good.

Any accomplishments ot achieve-
ments that we have had over the years
are the responsibility of those who
have made the Horse Council what it
is. Many of your are in this room. And I
thank you all for what you have done
for me and what you have done for our
organizations.

This award provides me with the
inspiration to do my very best in the
future to help us all meet the chal-
lenges that face us.

Thank you very much.

Ogdeh Mills Phtpps Wc thank you a]l for commg and look forward to seemg
you at the races thlS afternoon and at the Conference next year - ‘




ANNUAL REPORT OF THE JoCKeY CLUB
AND RELATED ORGANIZATIONS

THE JOCKEY CLUB
(tax-exempt non-stock
membership corporation;
governed by Board of Stewards)

[

THE JOCKEY CLUB THE JOCKEY CLUB
RACING SERVICES, INFORMATION AFFILIATED
INC. SYSTEMS, INC. ORGANIZATIONS
(wholly-owned (wholly-owned (all tax-exempt)
subsidiary) subsidiary)
|

EQUIBASE COMPANY GRAYSONJOCKEY CLUB | |
(general partnership) RESEARCH FOUNDATION, INC.

THE JOCKEY CLUB
FOUNDATION

THOROUGHBRED RACING
COMMUNICATIONS, INC.

REGISTRY:

The primary responsibility of The
Jockey Club is to maintain and publish
The American Stud Book in a manner
which insures the integrity of the breed
in the United States of America, Cana-
da and Puerto Rico.

COMBATS RISING COSTS IN
FACE OF FOAL CROP DECLINE
The projected 1992 registered foal
crop of 38,500 represents the sixth
consecutive year that the foal crop has
decreased.

In 1985, the breeding season which
produced a record 51,293 registered
foals, 92,921 mares were reported
bred. During the 1991 season, an esti-
mated 69,500 mares were bred. This
represented a decrease of more than
23,000 in the number of mares bred,
against 1985 statistics.

In the face of the continuing decline
in revenues resulting from this
decrease, the Registry continues to
pursue all-round improvements in cost-
effectiveness, while maintaining its set-
vice to breeders.
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In this respect, a pilot program to
group blood-test kit mailings to major
farms has been well received and is
already producing cost-savings and
improvement of service, both at the
farm and in the Registry.

Notwithstanding this and other
streamlining techniques which contin-
ue to improve productivity in the pro-
cessing of Registration applications, if
the foal crop continues to decline at
the present rate, additional fees in cer-
tain areas may be necessary so that the
basic Registration cost to breeders may
continue to be stabilized.

1jCIs:

The Jockey Club Information
Systems was tncorporated in 1989 as
a wholly-owned for-profit subsidiary
of The Jockey Club. All profits are rein-
vested in the Thoroughbred industry,
which belps to stabilize Registration
Jees and fund industry projects.

SERVICES EXTENDED
TO HBPA MEMBERS ACROSS
THE COUNTRY

The Jockey Club Information Sys-
tems is aggressively pursuing expan-
sion of its services, in spite of a nation-
al market for on-line information ser-
vices which has been restricted by cur-
rent €CONOMIC pressures.

The company continues to prepare
camera-ready catalogue pages for the
majority of Thoroughbreds sold at auc-
tion in North America each year and
prepare regional sire books for most
areas.

In order to assist members of the
Horsemen’s Benevolent and Protective
Association (HBPA) who do not nor-
mally have access to computer equip-
ment, a far-reaching agreement now
provides national access to the compa-
ny’s on-line Thoroughbred racing,
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breeding and sales information services
marketed under the trade name of
Equine Line. These services are now
being provided to all regional HBPA
offices.

EQUIBASE:

Equibase is a partnership between
The Jockey Club and TRA to establish
a single industry-owned database of
racing and pedigree information.

NATIONWIDE REVOLUTION IN
DAILY RACING PROGRAMS

Since Jan. 1, 1991, Equibase has
been collecting, and continues to col-
lect, the records of every pari-mutuel
Thoroughbred race in North America,
for entry into the industry-owned
national database. For the first time,
the Thoroughbred industry equals
other professional sports by having
control over its records.

In 1992, Equibase began dis-semina-
tion of data to individual race tracks.
By year’s end, the Equibase system will
have been in operation at some 28
Thoroughbred race tracks, represent-
ing more than 3,500 days of racing.
Patrons, and the race tracks who serve
them, will have directly benefitted
from the availability of industry-owned
racing data, presented in a format tai-
lored to meet individual matkets.

By virtue of its existence, Equibase
has already had a profound effect
—both directly and indirectly—on
daily racing programs produced
throughout North America, which now
offer racing fans more information than
ever before.

TRC:

Thoroughbred Racing Commun-
ications is funded by The Jockey Club,
Breeders’ Cup Ltd. and the TRA. It was

founded in 1986 to meet the need fbr
distribution of Thoroughbred news
and information to the media.

NEWSFEEDS
REACH MORE THAN
200 TV STATIONS

Thoroughbred Racing Communi-
cations (TRC) continues to expand
their services to the media through
their weekly bulletin, newsfeeds and
the syndicated radio program “The
Thoroughbred Connection”

The program is now spon-sored by
Delta Airlines and being aired on 53
radio stations throughout the country.

The organization has been particu-
larly active in the generation of televi-
sion newsfeeds on a number of Thor-
oughbred-related subjects and events,
which have been picked up by net-
work news divisions,

Daily newsfeed video packages ema-
nating from network news divisions are
available to 200-220 television stations
in various networks throughout the
United States.

GRAYSON:

The Grayson Foundation was
established in 1940 to raise funding
Jor equine veterinary research, and it
was combined with the similarly-char-
tered Jockey Club Research Foun-
dation in 1989.

14 RESEARCH PROJECTS
RECEIVE ALMOST $450,000

Last year the Grayson-Jockey Club
Research Foundation allocated nearly
$450,000 in support of 14 equine vet-
erinary research projects.

The wide range of research projects
included the relationship between rac-
ing injuries and track surfaces and ten-
don splitting as a treatment for ten-
donitis. This condition alone may be

responsible for up to 35% of all racing
injuries.

Other research included the devel
opment of a new surgical procedure to
correct “roaring.”

The Foundation received 87 grant
requests, totalling $3.2 million, for
research this year.

A majority of these requests are for
quality equine medical research and are
deserving of funding consideration.
Although unable to fund all of the pro-
jects, nearly $500,000 is available for
distribution by the Foundation this
year.

Higher education nationwide is suf-
fering from severe budget cuts as a
result of the overall depressed econo-
my. Colleges and universities are the
“front line” of equine research.

The Foundation’s role in supporting
such research is, therefore, more
important than ever.

Contributions in support of this vital
cause may be addressed to the Grayson-
Jockey Club Research Foundation, Inc.,
821 Corporate Drive, Lexington, Ken-
tucky 40503,

TJC FOUNDATION:

The Jockey Club Foundations was
establisbed in 1943 to provide relief of
Doverty and distress among indigent
members of the Thoroughbred indus-
try and their families.

CHARITABLE
GRANTS EXCEED $450,000

Grants from The Jockey Club
Foundation and Cavanagh Trust
exceeded $450,000 last year.

In addition to the 44 recipients on
the monthly Foundation grant list, orga-
nizations benefitting from support
included Maryland Horsemen’s
Assistance Fund, Inc.; The Eighth Pole,
a New England substance abuse recov-
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ery and rehabilitation program; the  has been taken up by RCI with the
Race Track Chaplaincy Program in New  unanimous adoption of a national pro-
York, for the welfare of stable area per-  gram to be phased in over four yeats,
sonnel at Aqueduct, Belmont and  which calls for the formal accreditation
Saratoga race tracks. of all Stewards officiating at pari-mutuel

Support was also extended to the  tracks against a uniform curriculum
Race Track Chaplaincy Program of  and standardized examination.
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America, to assist their program of help By the end of next year, for the first b
to stable personnel across America. time, at least one Steward at every pati- James E. Bassett III Gordon Grayson William P. Rogers
Distributions from the Cavanagh  mutuel race meeting in the country John A. Bell Il Arthur B. Hancock ITI Donald P. Ross, Jr.
Trust included grants to the University  will be required to have passed the offi- August Belmont Seth W. Hancock E. Barry Ryan
of Arizona Race Track Industry Pro-  cial written and oral tests necessary for James H. Binger *Joseph W. Harper Timothy H. Sams
gram and Windrush Farm Therapeu-  accreditation. Edward S. Bonnie John C. Hartis Ernest L. Samuel
tic Equitation, Inc. In a move to expand the program . Frank A. Bonsal, Jr John Hettinger Reeve Schiey, Jr.
Windrush Farm operates a rehabili-  into all regions, the University of James C. Br.a(.ly, I Fred W. Hooper B?‘Yafd Sharp
tation center for the handicapped. Louisville is to conduct classes in Balti- Baird C. Brittingham E. Edward Houghton Viola Sommer
more, Maryland, this October. The Alexander G. Campbell, Jr. G: Watts Humphrey, Jr. Robert 5. Strauss
school will benefit from local sponsor- Cl}arles J. Cella *Richard I. G. Jones George Strawbridge, Jr.
SPECIAL PROJECTS: ship by Pimlico Race Course and the Alice Headley Chandler Russell B. Jones, Jt. Robert P. Strub
The Jockey Club continues its sup-  Maryland Racing Commission. Helen B. Chenery Warner L. Jones, Jt Charles P. B. Taylor
port of special projects in many areds. George M. Cheston Howard B. Keck Shirley Taylor
These include: DNA MAY PROVIDE SIMPLER, Robert N. Clay James R, Kerr Charles H. Thieriot
MORE ACCURATE PARENTAGE Keene Daingerfield Frank E. Kilroe Oakleigh B. Thorne
STEWARD ACCREDITATION VERIFICATION | Eugene Dixon, Jr. John T. Landry Donald J. Valpredo
COMPULSORY TEST PROGRAM In continuing pursuit of a policy Allan R. Dragone E Jack Liebau Daniel G. Van Clief, Jr.
ESTABLISHED aimed at keeping The Jockey Club, and *chk J. Dreyfus, Jr. John C. Mabee Alfred G. Vanderbilt
Great strides have been made the industry it serves, on the cutting * Richard L. Duchossois William C. MacMillen, Jr. Joseph Walket, Jr.
toward national accreditation of  edge of scientific and technological Aua{re duPont Peter McBean C. V. Whitney
Stewards. developments, The Jockey Club is allo- Villiam duPont Il Donald M. McKellar Betsey Cushing Whitney
The program sponsored by The  cating funds to the support of equine Robert 8. Evans James McManus Wheelock Whitney
Jockey Club, the Association of Racing ~ DNA research. \ Thoglas M. Evans Paul Mellon _ PAB. WldCf_lef il
Commissioners International (RCI) and The initial goal of this research is to William $. Farish Dr. John A. Mortis, Jr. Donald G. Willmot
the Thoroughbred Racing Associations  establish the feasibility of a commer- Anderson Fowler James B. Moseley Jacques D. Wimptheimer
of North America (TRA) at the Universi-  cially viable DNA test for horse identifi- Geo_rge Frostad John H. P cace * William T. Young
ty of Louisville is to join hands with the  cation and parentage verification. Danicl M. Galbreath W. Haggin Perry
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try Program (RTIP) to establish national ~ environment was the subject of a pre- * Stewards
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