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Record year
underlines Hong
Kongs leadership
position in
sporting and
community

ambitious target of restoring racing turnover to pre-1997

development

It gives me pleasure to report that The Hong Kong Jockey
Club enjoyed another successful year in 2012/13 across all
areas of its operations, especially its core business of horse
racing. Total racing turnover reached its highest figure ever,
surpassing the previous peak of 1996/97, while racecourse
attendance was the best since 2003/04, with the Chinese
New Year Raceday attracting a remarkable turnout of nearly
119,000. This included almost 112,000 at Sha Tin, which
broke the all-time record for our flagship racecourse.
And at Happy Valley on season finale night, we had to put
up the “house full” sign at one point, for the first time in
recent memory.

These achievements once again demonstrate that
the Club’s strategy to revitalise racing, through systematic
customer segmentation and a customer-centric approach,
is reaping dividends for Hong Kong, by helping the Club
increase its return to the community through its tax
payments and charitable contributions — both of which
also set new records. In 2007 we set ourselves the

levels within ten years; in fact we have accomplished it in
six, attracting a new generation of racegoers to the sport.

During the year, we continued our efforts to broaden
the customer base for racing with new or refurbished facili-
ties for different target segments at both racecourses,
coupled with thematic lifestyle entertainment programmes
and the application of innovative technology that together,
help make a visit to the racecourse an unrivalled social
experience.

In this regard, the Club has established a successful,
customer-focused model for the sport’s long-term
sustainable development — a model that is being closely
observed by many other racing jurisdictions around the
world, keen to tackle the challenge of declining attendance
and an ageing customer trend.

Whereas earlier stages of our Racecourse Master
Plan were directed primarily on fulfilling unmet needs,
this year we have been able to put more focus on
renovations that meet growth in demand in key areas
and the aspirations of differing customer segments. New
or upgraded racecourse facilities opened for the start
of 2012/13 racing season included a new Owners
with Starters Box, Owners Cabin and Members Coffee
Shop at Sha Tin; and a new Young Members Box at
Happy Valley.



At Happy Valley we also enhanced the Public Betting
Hall area, giving it a more “female-friendly” ambience and
facilities in line with a steady increase in the number of
female customers joining our themed events under the
Happy Wednesday branding, which have firmly established
our city racetrack as a midweek hotspot connecting
horse racing and social entertainment fans. This year we
have extended the Happy Wednesday coverage to other
venues at the Valley besides the Beer Garden, while the
Happy Wednesday Facebook group now has more than
21,000 fans.

With a new generation of racegoers in mind, we also
continue to work hard at enhancing the digital experience.
The star of the show has been our Race Simulator App,
which has now received close to 400,000 downloads. Our
smartphone and tablet betting apps now serve more than
450,000 account customers and account for around 18%
of total racing, football and Mark Six turnover. Our
revolutionary ibu interactive entertainment table, which is
an enabling platform for other digital developments, was
honoured in four business awards during the year,
including the Best Practice Awards 2012 and Hong Kong
ICT Awards 2013.

Whilst strengthening the racing experience for our
customers, we also saw Hong Kong move further forward
in its vision of becoming a world leader in racing. The 2012
Hong Kong International Races were the most successful
to date under our prestigious new partnership with
Longines, drawing international stars like Omar Sharif and
Kate Winslet to Hong Kong, as well as top horses, trainers
and jockeys from all over the world. Both turnover and
attendance for this raceday were the highest in more than
a decade.

All four of the International Group One races produced
top-class action, with two of them going to locally-trained
horses — Ambitious Dragon, who won the LONGINES
Hong Kong Mile, and California Memory, who became
the first horse to gain back-to-back wins in the Hong
Kong Cup, with home-grown rider Matthew Chadwick in
the saddle.

Hong Kong also retained its grip on the International
Group One Champions Mile in May, courtesy of Dan Excel.
I’'m delighted to report that this race and the four Hong
Kong International Races were ranked among the World’s
Top 50 International Group/Grade One races in an
inaugural list compiled by the International Federation of
Horseracing Authorities in March. Staging five of the
world’s top 50 races is quite an amazing achievement for
a jurisdiction of Hong Kong’s size with only 83 race

meetings a year and a horse population of just above
1,200. The Hong Kong Sprint is actually ranked second
among all sprint races in the world.

In addition, Hong Kong-trained horses continued to
make their mark overseas last year, most notably by
landing both International Group One events at the
Singapore Airlines International Raceday on 19 May, when
Military Attack won the feature race, with Dan Excel
completing a Hong Kong quinella, while Lucky Nine took
the KrisFlyer International Sprint.
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crucial to the project’s success.

A further illustration of Hong
Kong’s growing recognition in
world racing was the move of the
Asian Racing Federation Secretariat to the city in August
2012. The Club has been one of the key drivers for the
globalisation of racing and the move of the Federation’s
base will help position Hong Kong at the heart of the
sport’s development in Asia. Building on this, Hong Kong
will host the 35th Asian Racing Conference in May next
year, bringing the sport’s leaders here from around the
world. In line with the Club’s own customer-driven
philosophy, meeting the different needs of racing’s
customers - Owners, Members and the racing public - will
be the core theme of the conference.

Another very positive development for the future
was the Legislative Council’s approval of the Betting
Duty (Amendment) Bill 2013 on 3 July, three days after
the end of the financial year under review. In essence,
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“ Whilst strengthening
the racing experience
for our customers,

we also saw Hong Kong  that the ciub has championed
move further forward
in its vision of
becoming a world
leader in racing. »

this paves the way for Hong
Kong to establish commingling
arrangements with overseas
racing jurisdictions, a measure

since 2007 as means of strength-
ening its competitive position in
the international arena and
combating illegal bookmaking.

Building on the strong global
branding of our racing product
and high liquidity in our pools, we
can bring international betting
revenues onshore and thereby,
through collective efforts with
overseas partners, eliminate the
illegal bookmakers’ opportunity for odds arbitrage. We are
now in active talks with potential partners and hope to
introduce the first commingled pools within the coming
season.

Operational summary

Our efforts to retain and attract horse racing customers
paid handsome dividends to the community at large in
2012/13. Over the year, race betting duty payments to the
public purse grew 12.1% to HK$11.11 billion, the highest
figure since 1999/2000. Meanwhile the Club’s share of gross
margin grew 11.1% to HK$4.12 billion. It should be noted,
though, that this is still some way short of the 1999/2000
figure, which was HK$4.50 billion. This reflects the
challenges the Club now faces in increased competition.

As regards football betting, we saw continued
turnover growth of 7.0% during the year despite the
absence of any major international tournaments. Betting
duty payments to Government grew 6.9% to HK$4.21
billion, matching the Club’s share of gross margin.

This was the tenth year since the Club was authorised
to offer regulated football betting in 2003 and turnover has
trebled over that period, making Hong Kong one of the
world’s most successful football betting operators. This is
despite the fact that we are able to offer fewer matches
and bet types than many of our illegal and offshore
competitors, who are able to attract customers with more
competitive odds, as they pay no tax, and lure customers
with credit betting and other socially undesirable
incentives.

It is much to the Club’s credit that we are still able to
compete strongly in this very challenging market - and
thus protect Government revenues - by providing top-

quality customer service and information content for
bettors, coupled with a high reputation for integrity and
reliability. Given the demographic of football customers
and round-the-clock nature of the business, our online
and mobile betting services are proving even more popular
than they are for racing, now accounting for some 70% of
football volume.

We expect the build-up to World Cup 2014 will give
further impetus to our football operations in the coming
year. But it will also encourage the illegal and offshore
operators to become more active, so we shall continue to
be vigilant of the market situation.

Our Mark Six lottery operations were not able to
repeat their exceptional growth of 2011/12, partly because
there were fewer large jackpots, but they continue to
benefit from the revitalisation initiatives we took in 2010.
Turnover this year showed a small decline of 0.9%,
generating lottery duty payments of HK$1.91 billion and
commission for the Club of HK$458 million.

In addition, the Mark Six produced a HK$1.14 billion
contribution to the Government’s Lotteries Fund, which
supports social welfare projects. In this respect, it plays
an especially significant role in community life, not only
being a highly popular form of social entertainment with
some 4.3 million customers, but also making a three-
pronged return to society through its tax payments,
Lotteries Fund contributions and ultimately, the Club’s
charitable donations.

Taken together, the success of our racing, football
and Mark Six operations in 2012/13 generated record tax
payments of HK$17.64 billion and enabled the Club’s
Charities Trust to make total donations of HK$1.95 billion,
also arecord. Our Chairman has elaborated in his message
on the diverse range of projects this enabled the Trust to
support, benefiting Hong Kong people of all ages and from
all walks of life.

| am particularly pleased that we are able to invest in
Hong Kong’s football development, not just through the
hardware projects the Chairman has mentioned but also
through software initiatives such as the Jockey Club Elite
Youth Football Camp, in partnership with Manchester
United, and Jockey Club Youth Football Development
Programme. These structured and systematic programmes
will be very important to raising Hong Kong’s football
standards over the longer term.

Separately from our Charities Trust donations, we
have been allocating HK$15 million a year to the Ping Wo
Fund and will increase this in the coming year to HK$20
million, with further progressive increases planned. This



will help combat the many social ills associated with illegal
and unauthorised offshore betting channels, especially
junket operators who offer betting on credit. To date our
contributions to the Ping Wo Fund have totalled HK$145
million. At the same time we continue to operate a strict
Responsible Gambling Policy throughout the Club’s
betting channels.

Our Membership services, which are run on a separate
and self-sustained account from our racing and betting
operations, continued to perform well during the year
despite significant pressures of inflation. By tightly
controlling operating costs through more direct sourcing
of foodstuffs and other measures, we were able to
continue enhancing our offerings and deliver top-class
value to our Members. In addition, we completed a number
of upgrades to the clubhouse facilities as part of our
ongoing refurbishment programme, including the
remodelling of Gallop Restaurant at Happy Valley
Clubhouse, and improvements to the recreational facilities
at Beas River Country Club.

Our Beijing Clubhouse celebrated its 5th Anniversary
in April and continues to do a wonderful job in promoting
the HKJC brand on the Mainland, as well as providing top-
class facilities for our Members visiting the capital. To
date, almost 10,000 Hong Kong-based Members have
enjoyed its services, while our Mainland-based corporate
and individual membership now stands at some 800.

Despite these successes, a concern on the
Membership side - echoing the issues we have faced in
horse racing - is a generally ageing trend, coupled with a
tendency among the younger members to be less
interested in horse racing than in the past. We are
addressing these concerns by endeavouring to establish
differentiated venues that will appeal to varying target
segments of the membership.

These include a new Young Members Box at Happy
Valley, complemented by a series of special programmes
to stimulate the younger members’ knowledge and
understanding of horse racing. We have also embarked on
a comprehensive study of our clubhouse facilities, in
particular at Happy Valley, to see how we can best address
Members’ changing needs and expectations in the
interests of long-term sustainability.

Throughout these different operations, we strive to be
a responsible employer, offering our 24,000 full- and
part-time staff fulfilling jobs, a pleasant working
environment and ample chances for career and personal
development. We were delighted to be honoured in the
Randstad Award as an “Employer Brand to Watch for

Corporate Social Responsibility” out of 75 largest
employers in Hong Kong, and also one of the city’s Top
Ten Most Attractive Employers.

Recognising the critical role of our employees in
delivering world-class, customer-centric services, we
continue to invest significant resources into this area, as
demonstrated by The Hong Kong Jockey Club College,
which began operations in early 2012 and is aimed at
putting our people development programmes on to a more
strategic and systematic basis. The College offered 234
programmes during the past year, some benchmarking
with Associate Degree level in the academic structure,
providing over 440,000 hours of staff training in total. In
fact, 98% of all our full- and part-time employees received
some form of structured training. Next year the College
will move into purpose-built facilities.

Another facet of the Club’s social responsibility is our
strong commitment to environment-friendly and
sustainable practices across our operations, as well as
through our charitable donations. With this year’s Annual
Report we are issuing our second full Sustainability
Report, but this time it is only available online, in keeping
with good sustainability principles. In particular, we have
gone a step further by ensuring that green concepts are
proactively embedded into our planning processes, and
by setting clear waste and energy reduction targets.

In closing, may | express my sincere thanks to the
Board of Stewards for their valuable guidance, my fellow
members of the Board of Management for their unfailing
support, and most of all the Club’s loyal staff who make
things happen at the sharp end of the business. We strive
for good business results to maximise the Club’s return to
the community and have set new records this year on both
counts, an achievement to which every single one of them
has contributed. | feel privileged to be leading such a
wonderful organisation.

Winfried Engelbrecht-Bresges
Chief Executive Officer
26 July 2013
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