Communiqué 4:

Risk & Vulnerability Across the Equine Supply Chain

Deva Racing and its alleged malfeasance. Time to tighten up syndicate regulation.

The Shape of Ownership has Changed

British Racing may have approximately 14,000 registered
owners but upwards of 50,000 syndicate and club
members. There is minimal insight into this structure. In
recent years the headline story combines ongoing decline
— in horse population, sole owners and the foal crop — with
rapid growth in shared ownership, particularly syndicates
and clubs, as the primary route into the sport for new
participants. This is a success story reflecting real
commitment, investment and innovation by a growing
number of commercial syndicators and club managers.

The Financial Contribution is a Lifeline for Racing

Annual economic impact by the syndicate movement could
be as high as £263m. Clearly, this is only an estimate,
drawing on incomplete data assuming a current syndicated
horse population of 4,450, training costs of £28,000, annual
bloodstock expenditure of £59m at an average of £40,000
per horse, together with the impact of each one on media
rights, levy, sponsorship (£350m p.a., according to the
Betting & Gaming Council) and raceday spend by
syndicate members. Such a valuable, recurring, and even
expanding, investment needs to be protected and
sustained at all costs.

Economic Impact in 2025 Calculation Value
Total purchase value of 4,450 x £40,000 £178m
syndicated horse population
Training & racing 4,450 x £28,000 £124.6m
expenditure
Annual horse purchase £178m + 3 years £59.3m
expenditure
Total syndicate expenditure £124.6m + £183.9m
on bloodstock & training £59.3m
Impact on media rights, levy £350m + 21,728 £71.7m
& sponsorship x 4,450
Impact on raceday 4,450 x 6 races £8.1m
entertainment & hospitality pa x £300 spend

Total Estimated Economic Impact of £263.7m

Syndicates & Racing Clubs in 2025 i

The End-to-End Equine Supply Chain is Vulnerable

Unfortunately, there is considerable commercial risk and
vulnerability within each segment of the chain. With
incomplete and patchy regulation, consumer protection is
extremely constrained and financial redress hard to
achieve. Bad commercial practice remains commonplace.
And, on occasion, fraud — either deliberate or just through
incompetence — surfaces, doing incalculable harm to the
whole racing industry. Deva Racing, despite being covered
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Segment Risk & Vulnerability Concerns

Breeding Foal crop lowest in 20 years at 4,015 and still

Industry falling. Smaller breeders quitting. No breeder
premiums as in France.

Bloodstock  Heavily criticised in Felice report 2019:

Agents “unethical”, “unlawful sales ring practices” and
“secret profiteering”. Minimal regulation.

Sales Not regulated by the BHA. Easily manipulated

Houses auction practices. Acting as unlicensed banks
with extensive loan facilities.

Trainers Licensed and inspected. £40k working capital
required. Inspections focus primarily on equine
welfare. Zero scrutiny of business practices.

Syndicates A code of practice, licensing and inspection but

& Clubs BHA “not concerned with the regulation of any

services provided”. Blind eye to profiteering.

by the BHA'’s syndicate licensing rules operative since 1st
January 2026, is only the latest example — stretching back
to Supreme Racing Club and beyond. Understandably
defensive assertions from participant bodies such as the
ROA and the RSA about the superb job being done by the
majority of the industry are little comfort to those trapped by
fraudulent behaviour, nor the far larger cohort of individuals
enduring bad commercial practice, tacitly accepted
profiteering and weak transparency.

Proportionate Reform & Implementable Solutions

Notwithstanding the broader requirement for mitigating
risks across the whole equine supply chain, there is clearly
an immediate priority to tighten again the regulation of
syndication and racing clubs. This should be done in a
proportionate and productive manner that avoids the
necessary changes becoming intimidating barriers to entry.
The guiding design principle should be the provision of
stronger consumer protection while encouraging and
sustaining ongoing success of shared ownership.

There is a continuum from relatively light touch regulation
through the BHA, primarily relying on a Code of Practice,
licensing, self-reporting and occasional inspection, through
to the Australian model of dual responsibility by their
equivalent of the BHA and FCA, with much stronger
consumer protection through financial fidelity-type bonds
being mandated on all syndicates and where malfeasance
can quickly be elevated into criminal legal action.

We believe that the Australian model is too severe. The
BHA, between 2021 and 2026, responded well to calls for
stronger regulation with a phased approach, in close
consultation with the industry. Although it is now clear that
these regulatory steps do not go far enough, the overall
approach was correct. Another phase of change and
tighter regulation is required. Licensing alone isn’t enough.
We show some readily implementable solutions overleaf.
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The Main Drivers of Bad Practice in Syndication, with Some Practical and Readily Implementable Solutions

A. Fraudulent
Over-Selling of
Shares

B. Undisclosed
Profiteering on
Costs

C. Inadequate
Transparency on
Charges

D. Non-Return
of Money to the
Syndicate

E. Connected
Selling by the
Syndicator

F. Minimal
Consumer
Protection

Properly |

1. Check the
Contract

2. Number of
Shares

3. Purchase of
the Horse

4. Training Fees
& Insurance

5. VAT

6. Syndicate
Management
Charges & Costs

7. Bank Account

8. Prize Money &
Sale Proceeds

9. Decision
Making

10. Annual
Accounts

Risk & Vulnerability Across the Equine Supply Chain: A Syndication Case Study

Where there is more than 100% ownership in the horse. Solution: every owner should be
registered and have a unique registration number. Register 1 lists all horses and who owns them,
with % shares. BHA inspects it. Register 2 lists all owners and their individual shares. Maintained
by the BHA. Owners are entitled to check both registers and ensure they own what they think they
own. ltis self-policing.

Inflating the purchase price of the horse is common, e.g. buy it for £30k and syndicate it the next day
for £50k. Similarly with training, e.g. £2,500 invoiced monthly fees inflated to £4,500. Solution: all
costs to be disclosed. Any inflation, and reasons for it, to be made clear by the syndicator.

Bloated, often hidden management charges. Overstated overheads. Minimal accounting with non-
issue of cost summaries. A single bank account covering multiple syndicates. Solution: BHA to
produce a customer-friendly “transparency checklist” to be issued to prospective syndicate members
(similar to the checklist below).

Includes prize money, sale proceeds and VAT refunds. Often done extremely slowly or only when
the syndicate member buys into another horse. Solution: BHA to stipulate and monitor required
payment schedules. VAT refund to be compulsory.

Syndicates are becoming more active in breeding, private purchases and pinhooking. There can be
connected party commissions and undisclosed, concealed margins. Solution: all connected parties
and profits to be disclosed to prospective syndicate members.

The BHA’s code of conduct, licensing and inspection are insufficiently rigorous. When things go
wrong there is no financial protection or redress for consumers. Civil actions are prohibitively
expensive. Solution: introduce a tougher “next phase” of BHA-led regulation. Set up professional
indemnity insurance to cover syndicate members, with a mandatory levy on syndicators.

nformed Syndicate Members Can Drive Better Transparency and Curb Bad Practice

Have you been given a copy of the syndicate agreement or contract? Is it readily understandable?
Does it give you all the information you need to make an informed decision about joining the
syndicate? Are there continuity arrangements if the syndicator falls ill or loses BHA registration?

How many members will be in the syndicate when it is fully subscribed? Are all the shares of equal
value? Can the percentages vary? If so, do the benefits vary similarly? Are split shares allowed?

What was the total purchase price of the horse? When was it bought? Are syndicate members
being asked to pay more than that? If so, by how much and for what reason? Was the syndicator
also the breeder or previous owner? If so, what profit or loss is being made?

What are the monthly training fees (as invoiced by the trainer)? Will syndicate members be required
to pay more than that? If so, by how much, and why? If required, who pays for insurance?

VAT is levied at 20% on certain invoices. Will that money be reclaimed and returned to the
syndicate? When? If not returned to the syndicate, where does it go? |s that completely clear?

Of total annual charges, how much (in both percentage and £ terms) is being retained by the
syndicate manager to cover overheads and profit? Is a breakdown provided for you? Will you
receive a regular, itemised summary of the syndicate’s costs?

Do your payments go into a ring-fenced bank account specifically for your syndicate? Are there
quarterly reconciliations? Or do they go into a single account for all the syndicator’s syndicates?

When and how will net prize money be returned to you? Has the difference between gross and net,
e.g. trainer deductions, been explained to you? Does the syndicator retain a percentage of the prize
money? If the horse is sold, are all the proceeds returned to the syndicate? If not, what deductions
are made and where do they go?

What involvement will you have in key decisions, e.g. sale of the horse? How will disputes and
disagreements be managed? When will the syndicate end? What exit rights do you have?

Will you receive prompt annual and final accounts? Have you seen an example? Are they properly
comprehensive and understandable? Who approves them?
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