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THE LEGISLATIVE POST Audit Committee and its
audit agency, the Legislative Division of Post Audit,
are the audit arm of Kansas government. The pro­
grams and activities of State government now cost
about $7 billion a year. As legislators and adminis­
trators try increasingly to allocate tax dollars effec­
tively and make government work more efficiently,
they need information to evaluate the work of gov­
ernmental agencies. The audit work performed by
Legislative Post Audit helps provide that information.

We conduct our audit work in accordance with
applicable government aUditing standards set forth
by the U.S. General Accounting Office. These stan­
dards pertain to the auditor's professional qualifica­
tions, the quality of the audit work, and the charac­
teristics of professional and meaningful reports. The
standards also have been endorsed by the American
Institute of Certified Public Accountants and adopted
by the Legislative Post Audit Committee.

The Legislative Post Audit Committee is a bi­
partisan committee comprising five senators and five
representatives. Of the Senate members, three are
appointed by the President of the Senate and two
are appointed by the Senate Minority Leader. Of the
Representatives, three are appointed by the
Speaker of the House and two are appointed by the
Minority Leader.

Audits are performed at the direction of the
Legislative Post Audit Committee. Legislators or

committees should make their requests for perform­
ance audits through the Chairman or any other
member of the Committee. Copies of all completed
performance audits are available from the Division's
office.
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The Legislative Division of Post Audit supports full access to the services of State government for all citizens. Upon re­
quest, Legislative Post Audit can provide its audit reports in large print, audio, or other appropriate alternative format to
accommodate persons with visual impairments. Persons with hearing or speech disabilities may reach us through the
Kansas Relay Center at 1-800-766-3777. Our office hours are 8:00 a.m. to 5:00 p.m., Monday through Friday.



LEGISLATURE OF RANSAS

LEGISLATIVE DIVISION OF POSTAUDIT

MERCANTILE BANK TOWER

800 SOUTHWEST JACKSON STREET, SUITE 1200
TOPEKA, KANSAS 66612-2212

TELEPHONE (913) 296-3792
FAX (913) 296-4482

March 11, 1996

To: Members of the Kansas Legislature

This executive summary contains the findings and conclusions from our
completed performance audit, Reviewing the Impact ofParimutuel Racing In Kansas
On the Kansas Racehorse and Greyhound Industries.

If you would like a copy of the full audit report, please call our office and we
will send you one right away. We would be happy to discuss our findings or any
other items in the report with you at your convenience.

Barbara J. Hinton
Legislative Post Auditor





Reviewing the Impact of Parimutuel Racing in Kansas

On the Kansas Racehorse and Greyhound Industries

EXECUTIVE SUMMARY

LEGISLATIVE DIVISION OF POST AUDIT

The numbers contained in this report are based on a survey of all relevant racehorse breed­
ers, greyhound breeders, racehorse owners, and kennel operators. The survey response
rates we received from some groups--particularly racehorse owners and breeders--were not
very high. Although we received responses from breeders in all size categories (large,
medium, and small), we can't say with certainty whether the responses we received are
completely representative of the populations we surveyed. Thus, the numbers contained in
questions one and two of this report shouid be viewed as a baiipark estimation of the eco­
nomic impact on these businesses as a result of legaliZing parimutuel racing in Kansas, and
should not be considered exact.

Question 1: What Impact Has Parimutuel Racing Had on the
Kansas Racehorse and Greyhound Breeding Industries?

We estimated that, In 1995, Kansas breeders sold $1.4 million page 6
worth of race animals as a result of having parimutuel racing in
Kansas. We considered a race animal to be soid as a result of parimutuei
if it was sold to race at one of the three racetracks (Woodiands Race Track,
Wichita Greyhound Park, and Camptown Greyhound Park) that have come
into existence since parimutuel wagering was legalized. We estimated that
racehorse and greyhound breeders sold about $3.2 million worth of race
animals in 1995, and about $1.4 million of those animals were sold to race
in Kansas.

Industry officials tell us the Kansas racehorse and greyhound page 7
breeding industries initially grew by about 30% as a result of
parimutuel racing, but are much smaller now. About 38% of the
racehorse breeders and 56% of the greyhound breeders responding to our
surveys indicated they started their breeding operations as a result of
parimutuel racing being aiiowed in Kansas. However in recent years,
membership in organizations reiated to horsemen has declined, while
membership in the Kansas Greyhound Association has remained fairiy
constant. The number of Kansas-bred greyhounds registered in Kansas
since parimutuel increased untif 1992, then stabifized. The number of
Kansas-bred racehorses registered has continued to decline, from 802
horses in 1990 to 199 horses in 1995.

Question 1: Conclusion - Currentfy, it appears that racehorse page 11
and greyhound breeders annually sell about $1.4 million worth of race
animals to race at Kansas racetracks established since the passage of the
Parimutuel Racing Act. About $933,000 of that amount is for racehorses,
and about $473,000 is for greyhounds. Breeders say both industries grew
about 30% as a resuit of parimutuel racing, but have declined in recent
years because of the drop in attendance and wagering at Kansas
racetracks. It does appear that the industries were once somewhat larger,



................ page 16

and that a number ofpeople did start breeding businesses because of
parimutuel racing. Of the two industries, it appears the racehorse
breeding industry has been hardest hit by declines in attendance and
wagering at Kansas racetracks.

Officials from the various breeder organizations who responded to the
draft report questioned why we only counted the animals that were bred
In Kansas to supply Kansas racetracks. This approach was taken
because the Special Committee on Gaming asked us to focus on that
portion of the breeding business that could be attributed to legalization
ofparimutuel racing In Kansas.

Question 2: What Economic Impact Has Racing Had
On Kansas Agribusinesses Such As

Food Suppliers and Veterinarians?

We estimate that the economic benefit to Kansas agribusi· page 12
nesses supplying goods and services to breeders and owners of
race animals as a result of having parimutuel racing in Kansas was
about $15.2 million in 1995. The racing industry has an economic
Impact on the businesses that supply goods and services to owners and
breeders of racing animals In three ways.

• the money breeders spend while the racehorses or greyhounds are
being raised and trained in Kansas-estimated at $9.9 million in 1995

• the money racehorse and greyhound owners spend to keep their
race animals in Kansas while they are racing at Kansas racetracks­
estimated at $4.5 million in 1995

• money spent for racehorses that remain in Kansas during the non­
racing season-estimated at $788,000 in 1995

Most of the money racehorse and greyhound owners, page 13
breeders, and kennel operators spent with Kansas agribusinesses in
1995 went for animal training and food. Together, racehorse and
greyhound owners, breeders, and kennel operators spent about $3.9
million for training and $3. 1 million to feed the race animals. These two
categories accounted for nearly half the expenditures reported in 1995.

Question 2: Conclusion - Currentiy, It appears that having
parimutuel racing In Kansas creates about a $14 million to $15 million a
year economic benefit for Kansas businesses that suppiy goods and
services to breeders and owners of race animals. The largest economic
beneficiaries appear to be animal trainers and food suppliers. If Kansas
racetracks were to go out of business, these individuals would be among
those who would likely suffer the greatest economic loss.
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Officials from the various breeder organizations who responded to the
draft report questioned why the scope of the audit didn't include
economic activity generated by the ratetracks themselves, and why
economic multipliers weren't used to project the impact on the entire
Kansas economy. In requesting this audit, the Special Committee on
Gaming specifically asked us to look at the direct economic impact
parimutuel racing has had on the breeding industries and on
associated agribusinesses such as veterinarians, food suppliers,
trainers, and the like. That is the scope the Legislative Post Audit
Committee approved.

Question 3: How Much of the Prize Money Awarded
At Kansas Tracks Ends Up Going to Kansas Residents

Who Own Racing Animals?

In 1995, about $4 million, or 47% of the total prize money page 17
paid out at Kansas racetracks, went to Kansas residents. During
1995, patrons at The Woodlands Race Track, Wichita Greyhound Park,
and Camptown Greyhound Park wagered more than $164 mil/ion on
greyhound and horse races. About 5% of that money, or about $8.6
mil/ion, went to pay purses for winning greyhounds and horses at those
tracks. About $6.8 million of the total purses were paid for winning
greyhounds, and the remaining $1.8 mil/ion was paid for winning
horses. About 47% of the prize money was paid on behalf of winning
animals owned by Kansas residents: $3.2 mil/ion for greyhounds and
$800,000 for racehorses.

Kansas owners and breeders also received about $1 page 18
million from purse supplements and breed awards when Kansas-
bred race animals won at the tracks. Another way winning race
animals can generate money for Kansas residents is through programs
established to encourage breeding of race animals in Kansas. in 1995,
$372,620 in purse suppiements and $621,410 in breed awards were
provided for Kansas-bred race animais.

Owners and breeders of Kansas race animals told us the page 19
demand for Kansas-bred race animals is declining, because the
prize money paid in Kansas isn't as attractive as in other states.
The prize money paid at Kansas racetracks is directly linked to
attendance and the amount of money wagered at the tracks. As less
money is wagered at the tracks, less money is available for purses,
purse supplements, and breed awards. Officials told us that purse
supplements encourage people to buy Kansas-bred race animals, while
breed awards encourage people to enter into the breeding industry in
Kansas. Officials also told us that some breeders in the State take their
animals to be bred in other states.
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Question 3: Conclusion - Kansas residents received page 22
slightly more than $5 million during 1995 as a result of animals they
owned or bred winning races at Kansas tracks. They received about
$4 million of that money from purses at the track, and about $1 million
from purse supplements and breed awards made from the Kansas
Horse Breeding Development Fund and the Kansas Greyhound
Breeding Development Fund. As the amount wagered in Kansas
declines, there will be a corresponding decline in the amount of money
available for purses, purse supplements, and breed awards.

Appendix A: Survey Responses from Racehorse Breeders page 23

Appendix B: Survey Responses from Greyhound Breeders page 27

Appendix C: Survey Responses from Racehorse Owners page 31

Appendix D: Survey Responses from Contracted Kennel Operators page 35

Appendix E: Estimate Methodology page 39

Appendix F: Use of Economic Multipliers page 43

Appendix G: Audit Responses page 47

This audit was conducted by Trish Pfannenstiel and Scott Brunner. If you need
any additional information about the audit's findings, please contact Ms. Pfannenstiel at
the Division's offices. Our address is: Legislative Division of Post Audit, 800 SW Jack­
son Street, Suite 1200, Topeka, Kansas 66612. You also may call (913) 296-3792, or
contact us via the Internet at: LPA@PostAudit.ksleg.state.ks.us
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