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Many in the Arabian Horse community keep asking what happens after the Restructuring

Resolution is passed and how will changing the structure result in growth?

The answer: By itself changing the structure will not result in growth. What it will do is create an
organization that will be much more effective at solving problems. So let me say it again: The
changes in the organizational structure being proposed will in my experience create a
more effective organization. One of our primary problems is growth - we are shrinking at an

alarming rate. So let me answer the question with another question:

o How will the changes to the organizational structure proposed in the Restructuring
Resolution equip the organization to be more effective at problem solving?

1. Reduces the size of board to a more manageable number (29 to14)

2. Equips the board with people who have experience in managing and turning
around large organizations and growing them — provides for a diversity of expertise
and the formation of a strong team — AHA is in unique position to have people with
various areas of expertise w/in the membership w/ a love and commitment to the
Arabian horse and they will do this hard and demanding work for free

3. Creates accountability and transparency with the membership

4. Sets up a decision-making process that will allow the board and management team
to move with much greater agility and speed — speed in decision making is a
competitive advantage

5. Provides a governance structure that resembles successful 21%' century
organizations. AHA is operating with a legacy structure that was created in the
1950s and resembles a social club model. It is not the optimal structure today
given the macro challenges we are facing and the competitive head winds we are

experiencing.



Successful businesses and organizations have some common themes and characteristics

here are a few:

* An organization must have a Vision that everyone understands — where are
we going and where do we want to be in 10 years. This informs all of your
decisions. If | am going to go to California from Texas there maybe more
than one route but it is not east. Going east will not get me there. If | think
I’'m going to CA and you think we are going to NY that's a fundamental
problem. We have to start with a consensus view on where we are going

long term — that is vision and it will take some work

= |t must have a well understood strategy. What is a strategy anyway — a
strategy answers the question and defines the activities you will engage in
to WIN — what do | mean by Win — WIN with Customers and against your
Competitors. Who are your customers — they are our members ... who are

our competitors — other breeds

= Getting Strategy right is critically important for long term success— for
example if you are a rail road then strategy is the direction you lay your
tracks ... if your tracks are going the wrong direction it makes no difference
if your trains run on time — tracks are very expensive to move ... strategy
can be expensive to change so its important to get strategy right first and

then work on operational efficiency or the ops plan

» What is an Operating Plan — it is the tactical plan behind the strategy. Itis

the tactical HOW you are going to achieve your strategy ... it contains goals



which are targets or measurements ... it answers the question who is in
charge of what and by when. You cannot hit a target if you don’t have one.
Some of the measurements are daily, weekly monthly and quarterly. They
all roll up to an annual plan that is in service to a 3-year plan which is all
informed by a 10-year vision. On a daily basis it answers the question are
we winning or losing. If we are losing, what do we do to reverse that. The
right strategy combined with the right operating plan has the ability to move
an organization from a reactive state where life happens to it to a proactive
state where it begins to drive results with informed intent, drive its owm

destiny.

= The Vision, the Strategy and the Operating plan must be broadly
communicated inside and outside the organization. This creates
awareness, drives alignment and creates an implied accountability to
result.
| mention this because:

= The above requires a nimble and effective organizational structure.

You cannot do this kind of work otherwise. This is hard work and it requires
skill, focus, determination and total alignment between the board and

management team

» This is why the optimal organizational structure can ultimately facilitate the

change in the organization that needs to occur.



* In the current state — the management team needs a board in the trench
with them, a board that can equip this team with the tools they need to

succeed. This is what is required in my experience.

Let’s talk about the role of a board for a minute. It is important to recognize that a board’s role in
any organization profit or non-profit varies depending upon the state of the organization at any
given time. Meaning in a turnaround, or a crisis or when executing on a performance improvement
plan the board must engage more deeply and more frequently in the organization. Once you hit
cruising altitude and the turbulence subsides the board can step back into basically a governance
role. | have learned this over time being in many different situations across many different

organizations.

Today AHA requires the board to go deep in its support of the organization and we need a

structure to accommodate that requirement.

A couple of closing comments:

1. It is important to note that all businesses and organizations have problems from the very
successful to the not so successful. A key attribute of successful organizations is that
they identify and admit their problems quickly and solve them permanently — solving
problems permanently vs addressing the symptoms is what improves execution. We call
this treating the root cause not the symptom — permanently solving problems versus

kicking the can down the road.

2. All organizations and industries have a life cycle. You may have seen Lisa Blackstone’s
life cycle chart. That chart is taught at all major business schools in the US because it has
proven to be true over a long period of time. You have the start up phase, then growth,

then maturation and then decline. At the end of maturation or early in decline renewal
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must occur or decline will continue at some point the end will be the result. AHA is clearly
in late stages of decline not early — | believe it can be reversed but it’s not going to be easy
and it won’t happen fast. We did not get here overnight, and we can’t solve this overnight.
Immediate things can be done that will make a difference but turning an aircraft carrier

around takes time ... this is an aircraft carrier not a PT boat.

3. We have a great product in the Arabian horse. But just because you have the best product
does not guarantee market success. Two examples — Apple in the early days against
Microsoft. Steve Jobs had concurrency in 10S before Microsoft — the ability to run multiple
programs simultaneously ie graphical interface or windows but Gates out maneuvered him
commercially and became the worldwide standard in business applications. Apple has
come back but this shows the importance of how strategy can drive market position early

on. Another example is VHS vs Beta.

4. What is the worst thing that could happen? | believe there is more risk in doing nothing
than changing our organizational structure in ways that will equip AHA to be more effective

at problem solving.

In closing, one of the business principles | embrace is “structure drives behavior”. Having the
optimal structure is one of the key’s to driving the behavior within an organization that will

produce the desired outcomes.

So at Convention in November when this Resolution comes to the board | am asking
everyone that wants to see our Arabian Horse community not survive but thrive to vote

YES to approve the Restructuring Resolution!

Whether you are a delegate or not please go to Convention in November! We need your

support to get this Resolution across the finish line! See you in Reno!



