
CTBA: How has labor been affected with an increase
in minimum wage this year; are you continuing to find a
high turnover rate and are you forced to be understaffed?

Ballena Vista: We pay wages that are more than minimum
wage and are more than fair, which is one of the reasons why
we have a low turnover rate, so the rise in minimum wage did
not affect us. Secondly, if anything, an occasional under-
staffed condition is not a reflection of our wages but rather the
lack of availability of qualified personnel. We have absorbed
the most recent—as well as previous—minimum wage
increases without passing those costs on to our clients in the
form of increased day rates. Although payroll makes up a
large part of our expenses, the exorbitant rise in many of the
other costs of doing “horse business” are the major reasons
that led us to increase our day rates.

Harris: The minimum wage in California has gone up
substantially over the last several years, and is much higher
than the federal minimum wage. We are finding that to get
good help we do need to pay pretty well. Our turnover has
not been too bad, although there is more in some of the
lower level jobs. We try to use intern programs and also have
a few employees here that are under special work visas. The
overall horse industry needs to be more proactive in posi-
tioning itself as a good occupation. The federal minimum
wage for covered, nonexempt employees is $5.85 per hour
effective July 24, 2007, and will increase to $6.55 per hour
effective July 24, 2008. In California the minimum wage of
$8 an hour is much higher than the federal minimum wage.

Legacy: Our labor force has actually increased and so
have their wages, so our work force is solid. We have a
back-log of applications for work. We are managing our
workforce more closely to assure lower worker's compensa-
tion claims and hopefully healthier employees so there is
less time off sick.

Magali: We have not found a high turnover or a staffing
issue. With the increase in minimum wages and workman’s
compensation policies, we have been forced to raise our rates.

River Edge: Our employees are loyal and faithful, one
percent or less turnover annually.

Vessels: When the quality of our farm is at stake, we
cannot afford to be understaffed. Once again, unfortunately,
we must pass this on to the customers.

CTBA: Can you explain the phenomena of an
increased day rate losing possible clients but not covering
all the necessary expenses? Does the farm rely on sales
ring or racetrack earnings as a secondary form of income?

Ballena Vista: Bottom line is that horse businessmen
and businesswomen who know that our business is just that,
a business, and not a hobby, do understand that costs to
farms sometimes must be passed on to them in order for the
farms to continue to operate at a high level of service both
to them and to their bloodstock. In that regard, this business
is like any other in that increases in costs are often passed
on to the consumer. We do not have any immediate plans
to raise our day rates again soon, but we will have to see
what the future holds.

Harris: The overall economics of the business are of
dramatic concern at all levels. We need to charge enough
to at least break even on incremental client horses,
although we may not be covering our entire overhead. We
need to sell some horses each year, and only the better ones
are that marketable. It’s tough to get enough to cover costs
on many yearlings, so it is more an issue of how much more
we want to put in the horse to get it to the races versus its
potential value as a racehorse. Training costs and related
expenses at California tracks, and really everywhere, make
it tough for the average owner to do that well unless he gets
an exceptional horse along the way. One has to really love
this game to be in it.

Legacy: Due to the increase in our costs, we raised our
rates effective Jan. 1, 2008. If costs continue to rise, we will
have to increase our costs again next year. We have lost some
clients due to the increases, but the majority of our clients
understand the horse business and want the best care for
their horses. As cost rises, it will dictate the people who can
afford to stay in the horse business. Our rates in California
are still lower than in Kentucky, which is hard to believe.

Magali: We have lost some clients to lesser expensive
farms. Our farm, being a breeding farm, relies on people
wanting to breed their mares in California. We rely secon-
darily on sales of our own yearlings and two-year-olds.

River Edge: Our board rates are reasonable to accom-
modate clients, but certainly are not covering all the
expenses. Sales ring earnings do not pad the bank account,
and racetrack earnings are not applicable to our corporation.

Vessels: I can only hope that people want to raise their
horses at a quality facility. Vessels Stallion Farm is not cheap
to run, but we cannot be forced to drop the quality of our
product. Right now there is a very minimal sales market in
California, therefore we are forced to either hold on and run
some horses, or be creative and look for other markets.
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