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Global Excellence

for a Better Return to
the Community

A Record Breaking 130th Anniversary Year

This last year has undoubtedly been outstanding in every respect. The 130th Anniversary
was a great success as we celebrated the Club’s achievements in racing and its long
history of community service. The Club, once again, achieved a new record in racing,
football and lottery turnover of HK$191.43 billion, which in turn enabled it to return a
record HK$20.05 billion in duty and tax to Government. And the Charities Trust, for the
second straight year exceeded HK$3 billion in donations, with HK$3.87 billion donated
to 189 projects.

These results owe a great deal to the success of our world-class racing, where, thanks
to our Owners, and the incentives we have provided them through continuous increases
in prize money, Hong Kong is now home to some of the world’s top thoroughbreds.
This year Hong Kong horses won nine of our ten International Group One races, while
overseas they were victorious in another four. These included two new trophies. Rich
Tapestry’s win in the Santa Anita Sprint Championship was the first ever for Hong Kong
in the United States, and Aerovelocity’s victory in Japan’s Takamatsunomiya Kinen made
him not only the first Hong Kong horse but the first overseas horse to win the race.

The quality of Hong Kong racing was underlined when 23 Hong Kong horses
were listed in the LONGINES World’s Best Racehorse Rankings for 2014, up from our
previous best of 21. These included Able Friend, whose rating of 127 made him the joint
third best racehorse in the world for 2014. It is also worth noting that of 61 horses rated
over 120, seven were from Hong Kong, which is close to 12% of the total; a remarkable
accomplishment given that we have only 1,200 horses in training.

Equally remarkable is the fact that all six of our International Group One races for
2014 ranked among the World’s Top 100 Group One/Grade One Races, with four of
them in the Top 25. And with the Club now having an additional four International Group
One races this season, and a strong pool of elite horses, there is every chance that more
races will feature in the rankings next year.
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This emphasis on world-class racing is not only about
achieving sporting success but also about building and
sustaining our business and so ensuring that the Club
can maintain and grow its tax and charity support. And
in this respect the financial results this year have been
outstanding. Racing turnover for the full season reached
HK$107.93 billion, up 5.8% on last year and the second
time we have exceeded the HK$100 billion mark. Net
margin, at HK$4.51 billion for the full racing season was
3.9% up on last season and the best for 17 seasons.

Even more encouraging has been the success of
our world-class racing product overseas, where we are
now starting to harvest the financial reward of our efforts.
Through the simulcast of our racing to other jurisdictions
and the commingling of overseas wagers into our betting
pools, which this year extended to nine regions and 11
commingling partners, turnover from these sources grew
from a nominal figure last year to HK$2.49 bilion for
the financial year and HK$2.64 billion for the full racing
season. All of this illustrates the significant interest in and
attractiveness of Hong Kong racing overseas, driven by
the quality and competitiveness of our racing product, the
depth of our wagering pools and last but not least by our
reputation for integrity. In view of this, we believe it is timely
to review the current restrictions on inbound simulcasting,
as under the present arrangements Hong Kong fans are
deprived of the opportunity to enjoy some of the best
overseas racing. In a world of globalised sport such
restrictions are surely no longer appropriate and should
be relaxed.

The Club’s football betting operations have also had a
record year, with turnover up by 26% to HK$78.25 billion,
generating HK$5.59 billion in tax payments, with a similar
amount returned to the Club. Given that last year’s high
turnover was boosted, in part, by the World Cup, this
continued upward trend is highly pleasing and indicates
the success of our efforts to attract customers away from
illegal bookmakers.

Meanwhile, having recorded a modest increase last
year, the Mark Six lottery experienced a slight 1.6% decline
this year to HK$7.78 billion, these variations being mainly
due to seasonal fluctuations in the number of jackpots
and snowballs. The Mark Six nonetheless remains an
important source of community funding, generating
HK$1.95 billion in duty and HK$1.17 billion for charity via
the Lotteries Fund.

Alongside our focus on world-class racing is an equally
strong focus on our customers based on a detailed and
analytical approach to understanding current customer
wants and potential customer needs. This year saw further
progress to strengthen all aspects of this customer-centric
approach.

Our HK$6.3 billion Racecourse Master Plan, now in its
seventh year, coupled with the Happy Wednesday brand,
which has successfully positioned racing as a social and
lifestyle-based entertainment experience, is transforming
Sha Tin and Happy Valley racecourses. Existing venues
have been renovated and new ones created to serve the
differentiated needs of customers, with ten venues opening
this season and more to follow next season. This, together
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with our highly competitive racing, themed racing events
and major racedays like the Hong Kong International
Races, not to mention the excitement generated by star
horses like Able Friend, Aerovelocity, Designs On Rome,
Rich Tapestry and Dan Excel helped increase racecourse
attendance to 2.07 million this year, our highest attendance
for 12 years.

Technology, a core strength of the Club, is improving
our connectivity with customers, particularly with respect
to the younger generation with their device driven
lifestyles. This season we launched RacingHK on the
popular WeChat social media platform as an accessible
source of racing news, and we extended Racing Touch, a
graphically-rich racing information application, to Android
devices. And the new HKJC TV Football provided football
fans with a mobile platform to watch live football matches
and obtain latest scores and odds.

Technology is also helping us build our product
offerings. Last season we became the first racing
organisation in the world to introduce advanced odds
calculation technology, utilising software originally developed
for high-speed securities trading, which we used to
relaunch the popular Quartet bet. This technology, which
instantly calculates all outcomes of events, allows us
to provide real-time odds and dividend data on exotic
bets, making these bet types much more accessible
to customers. This season we extended it to create a
merged pool for the Quartet and First 4, providing a larger
and more stable pool for customers. As a result, turnover
on the Quartet and First 4 increased significantly.

Meanwhile, for Members, in addition to the many new
and refurbished racecourse venues we are investing very
substantially in Clubhouse renovations, most notably in
the new extension to Happy Valley Clubhouse which
is currently in an advanced stage of planning. When
complete it will undoubtedly cement the Club’s position as
one of Asia’s finest membership clubs.

As | have said, all of the Club’s efforts to build the
quality of its racing and sporting entertainment ultimately
have one objective: to sustain and grow its contribution to
the community. The success of those efforts is reflected
in the record contributions of the Charities Trust, both last
year and this, with donations this year climbing to HK$3.87
billion, more than three times the HK$1.05 billion donated
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in 2007/8. It is only because of these improving business
results that the Trust has been able to embark on a major
initiative this year to address three key areas of community
need (youth development, elderly care and sport), while
simultaneously maintaining its support for existing charity
projects and partners. The first youth initiative, CLAP for
Youth @ JC, a HK$500 million project to help 200,000
young people develop their career and life paths, is already
underway, with more projects upcoming.

Such strong and ongoing commitments to the
community mean that the Club is very focused on
sustaining its business performance, not only in the short-
term but over the decades to come. In a competitive
and ever changing market environment the Club knows
it cannot stand still and must work continually to satisfy
customer needs. And it is with this in mind that the Club is
now making further substantial investments in technology
and infrastructure; investments which will enable the Club
to enhance the health of its assets and so position itself for
further and sustained growth.

Besides the Racecourse Master Plan, the Club has
committed over HK$2 billion to develop a next generation
customer information and wagering system. Leveraging
the Club’s technology strength the new system will enable
the Club to react much faster to market demand and
improve its ability to take on illegal operators. Much of the
development work will be undertaken at the new Sha Tin
Communications and Technology Centre, a state-of-the-
art facility and a highly attractive working environment for
employees which brings together core [T functions, a new
broadcasting and television studio as well as Telebet and
call centre functions.

Absolutely fundamental to the Club’s future is the
Conghua Training Centre in Guangdong. With the waiting
list for horse permits currently around five years, Conghua
gives us the opportunity both to meet the demand for
ownership and to increase our horse population. Indeed,
when we consider what has been achieved with just 1,200
horses stabled at Sha Tin, then it is clear that the additional
capacity and advanced training facilities at Conghua
will provide a significant new platform for Hong Kong
racing as we enter the next stage of growth. Whether
the full benefits can be realised however, will depend
on the number of race meetings available. Certainly the



expectation of Owners will be that they should be given
the maximum opportunity to run their horses and this
will undoubtedly increase pressure to add additional race
meetings in the medium term.

With the Conghua Training Centre due to open in
the third quarter of 2018, we are now moving ahead with
operational arrangements. We have recently strengthened
the project management team. We are also well advanced
with the relevant protocols for the transport of horses and
veterinary medicines across the border and have started
training stables staff. It is a complex project, but we are
determined to do it well and add yet another success story
to the Club.

The Conghua Training Center, together with the
increasing involvement of executives in supporting the
Club’s role as a global leader in racing - notably through its
operation of the Secretariat of the Asian Racing Federation
and its leading role in the International Federation of Horse
Racing Authorities - has led to an increase in the scope and
complexity of the Racing Division. To fulfil its international
duty, to meet the requests for advice from other racing
authorities, including from the China Equestrian Association
and the China Horseracing Industry Association to support
the development of the sport of horse racing in China,
and also to focus on the development of the Conghua
Training Centre, the Division will be formed into the Racing
Business and Operations Division and the Racing Authority
Division. The Racing Authority Division will be responsible
for Racing Administration, Racing Control - including the
Racing Laboratory, the Racing Development Board, the
Asian Racing Federation Secretariat and IFHA activities
led by the Club. The Racing Business Operations Division
will be responsible for the racing operations of the Club,
including the development of the Conghua Training Centre
and the Racecourse Master Plan.

Everything | have described so far demonstrates the
strong commitment the Club has to building the strength
of its racing and sporting entertainment so as to ensure a
sustainable future for its community support. Nonetheless
there remains one very significant threat to all of this: illegal
gambling. Increasingly facilitated by mobile and online
technology, illegal and unauthorised gambling operators
tumnover an estimated HK$100 bilion dollars a year,
resulting in a loss of some HK$12 billion in community

funding. And as we know only too well, illegal betting is
also frequently associated with problem gambling and
criminality.

The Government’s approach has always been to
provide for gambling demand through regulated and
responsibly managed gambling channels such as those
operated by the Club. It was in response to the rampant
growth of illegal football gambling, for example, that the
Government introduced regulated football betting in
2008. There is, however, growing evidence of substantial
betting taking place on various types of sports, especially
basketball, where there is as yet no legal channel available.
The experience of illegal football betting, which grew
exponentially in the 1990s, suggests it is better to start
addressing the problem sooner rather than later, and
certainly well before illegal operators become further
entrenched. In view of this it is perhaps timely to start
investigating the nature of the problem, the scale of illegal
activity and the most appropriate means of dealing with it.

In closing my report | would like to say it has been a
privilege to serve the Club during this special Anniversary
year. My sincere thanks to the Board of Stewards for their
support and guidance, most especially our Chairman
Dr Simon S O Ip. And my deepest appreciation for the
excellent performance of our management team and
employees, who have worked so hard to make this year
such a memorable one for the Club and for the Hong
Kong community.

Winfried Engelbrecht-Bresges
Chief Executive Officer
24 July 2015
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