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The Hong Kong Jockey Club (the “Club”) is a world-class racing club that acts continuously for
the betterment of our society. Through its integrated business model of world-class racing and
racecourse entertainment, membership club, responsible sports wagering and lottery, and charity
and community contribution, the Club generates economic and social value for the community.

The Club, together with its subsidiaries (collectively the “Group”), is Hong Kong’s largest single
taxpayer, contributing a record HK$21.7 billion in 2016/17. The Club allocates its surplus funds to
charitable and community projects via The Hong Kong Jockey Club Charities Trust (the “Trust”),
which is one of the world’s top ten providers of charity funding. In 2016/17, the Trust donated a
record HK$7.6 billion to 216 charitable and community projects.

The Hong Kong Jockey Club Charities Trust
Donations From The Hong Kong Jockey Club Group and Charitable Donations (HK$M)
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GROUP STRUCTURE

The Club is a company with liability limited by guarantee. Through its wholly owned subsidiaries,
HKJC Horse Race Betting Limited, HKJC Football Betting Limited and HKJC Lotteries Limited, the
Club holds the sole licences for the operation and management of Hong Kong’s horse race betting,
football betting and Mark Six lottery. The Jockey Club Membership Services Limited, another
principal subsidiary, manages Members’ social and recreational facilities.

The Trust is a public charity and is primarily engaged in supporting charitable and community
projects in Hong Kong.

KEY RELATIONSHIPS

The Club has no shareholders and is governed by an elected Board of Stewards whose members
possess a wide cross-section of business and community experience and serve without
remuneration.

In line with the Government’s policy of meeting public demand for gambling through a regulated
and responsible channel, the Club provides all on-course betting and has been authorised as Hong
Kong’s sole provider of off-course betting services on horse racing since 1973. It has been the
authorised operator of the Mark Six lottery since 1975. In 2003, to combat illegal betting on football
matches, it was further authorised by the Government to provide a regulated football betting service.
The Club’s betting licences are issued and overseen by the Home Affairs Bureau in consultation
with the Betting and Lotteries Commission.
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In support of its commitment to promote responsible gambling, the Club engages with the
Government, police, gambling care agencies, customers, employees and international organisations
to establish measures to protect Hong Kong people from excessive and illegal gambling. In 2003,
the Club supported the Government’s establishment of the Ping Wo Fund, an independent body
which finances preventive and remedial measures to address gambling-related problems.

The Club’s wide-ranging role as Hong Kong’s largest provider of sporting and wagering
entertainment, major source of tax and charity funding, prestigious membership club and significant
employer, means that most individuals and organisations in Hong Kong can be considered as
the Club’s stakeholders. The major stakeholder groups include the Club’s customers, members,
employees, Government departments, local community bodies, The Legislative Council, District
Councils and the media. It also has extensive relationships with various governmental and non-
governmental bodies through its charity and community works.

Internationally the Club maintains wide-ranging industry connections through its membership of
the Asian Racing Federation (Chairman), International Federation of Horseracing Authorities (Vice-
Chairman, Asia), and World Lottery Association (Member, Executive Committee) amongst others.
The Club also hosts the Secretariat of the Asian Racing Federation. Through participation in these
bodies, the Club is able to shape international standards, policies and protocols for the benefit of
the industry and in support of its own business development.

OPERATIONAL REVIEW

The Club’s strategic focus on world-class racing continued to deliver outstanding results this year.
All 11 of the Club’s international Group 1 races featured in the World’s Top 100 Group 1 Races in
2016, while a record 26 Hong Kong horses were included in the 2016 LONGINES World’s Best
Racehorse Rankings, exceeding the previous high of 23 achieved in 2014 and 2015.

Racing fans were able to enjoy an additional five weeknight race meetings this season, following
approval from the Government last year, taking the season’s total number of race meetings to 88.
In addition, also with the Government’s approval, there were eight additional simulcast occasions,
taking the season total to 23, plus the existing 10 simulcast races.

At the racecourses, the Club continued to focus on creating a world-class sporting, social and
entertainment experience. The multi-year HK$6.7 billion Racecourse Master Plan has revitalised
both racecourses, providing differentiated racegoing experiences for various customer segments.
This year saw four more new or refurbished venues open. Each racecourse has its own brand
personality, with Sha Tin the home of all 11 of the Club’s international races, while Happy Valley’s
Happy Wednesday brand, featuring themed parties and live entertainment, has made it Hong Kong’s
most popular place for midweek entertainment as well as a major tourist attraction. Leveraging on
this, the Club launched a new strategic partnership with the Hong Kong Tourism Board this season,
with Happy Wednesday featuring in a new television campaign. Overall racecourse attendance for
the season was more than 2 million, including a record attendance of just over 100,000 for the Hong
Kong International Races.

Technology is a key enabler of the customer experience. Indeed the Club is considered a world-
leader in wagering and information technology. The Club is currently developing a next-generation
customer information and wagering system. This year also saw the first release of a new customer
relationship management system. In addition, there were enhancements to Racing Touch, the
Club’s one-stop racing and wagering mobile application, with live racing now available to all account
holders, while the HKJC TV mobile application has been further enriched, including provision of
race day radio to all account holders.

The success of Hong Kong'’s world-class racing is reflected in the continued growth of commingling,
with turnover for the full racing season up 87.1% from last year to HK$6.5 billion. With the addition of
21 partners this year, the Club now has 34 overseas commingling partners. In addition, live and pre-
recorded racing programmes featuring Hong Kong racing are now more widely available overseas,
with Hong Kong racing information also being carried in major overseas racing publications.

Commingling, accounting for 5.5% of the total racing turnover in the 2016/17 season, was a
significant contributor to the record racing turnover of HK$117.4 billion for the full season.
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To sustain Hong Kong’s world-class racing, and thereby to ensure that the Club can continue
contributing to the betterment of society, the Club is currently constructing the Conghua Training
Centre in Guangdong. This will provide state-of-the-art training and stabling facilities and will
complement the existing facilities at Sha Tin. In particular, it will provide rehabilitation and spelling
facilities and an uphill gallop. Good progress was made this year, with the majority of the construction
completed, while staff recruitment and training is underway. The centre is targeted to open in the third
quarter of 2018.

With the objective of combatting illegal and offshore bookmakers, and to prevent the siphoning of
money from the community, in 2003 the Government authorised the Club to provide wagering on
football. Since then the Club has become one of the world’s largest and most successful operators,
generating substantial tax and charity returns for the community.

This year the Group achieved another record football betting turnover of HK$92.7 billion,
representing an increase of 6.8% over last year. This generated HK$6.2 billion in tax payments to
the Government, with a similar amount returned to the Group.

Fundamental to the Club’s success is its ability to provide timely information through digital and mobile
channels as well as to meet customer demand for wagering on a wide range of football leagues and
tournaments, including, this year, the final stages of Euro 2016 and the Olympic football tournament.

Mark Six lottery turnover, at HK$8.0 billion, was down 6.2% on last year. Here it is worth noting that
the Mark Six has not changed significantly for 40 years.

The Trust donated a record HK$7.6 billion to charity and community this year. This consisted of
HK$4.1 billion in regular charity donations, an increase on last year’s HK$3.9 billion, plus HK$3.5
billion for the construction of the Hong Kong Palace Museum in celebration of the 20th Anniversary
of the establishment of the HKSAR. The Trust continues to support a broad range of community
needs, including 216 charitable and community projects this year. For the last two years it has been
pursuing three specific areas of focus, namely to enhance youth development, to improve elderly
care and to promote sports. This year it added arts, culture and heritage as a fourth area of focus.

The Club is strongly committed to protecting the environment. In support of this, it is focusing on
reducing carbon emissions, improving energy efficiency and improving its management of resources.
The Club has invested in energy-efficient systems and IT solutions as well as environment-friendly
office renovations. The Club’s suppliers are expected to follow a set of sustainability guidelines,
while efforts have been made to enhance green awareness among employees. More details,
including performance data, are provided in the environment section of this Annual Report.

The Club is licensed by the Government to provide betting services on horse racing, football
and the Mark Six lottery pursuant to the Betting Duty Ordinance. In doing so, the Club provides
a regulated channel to meet gambling demand, and works with the Government to promote
responsible gambling and to protect the public from the dangers of credit betting, illegal gambling
and associated crimes. Aside from implementing its own Responsible Gambling Policy, the Club
provides support to the Ping Wo Fund, which finances and co-ordinates preventive and remedial
measures to address gambling-related problems, as well as support public education initiatives.
This year the Club supported the launch of a new series of educational videos and collaborated with
community partners on a project to reinforce preventive education among the younger generation,
encouraging them to embrace healthier lifestyles and to refrain from illegal online gambling.

The Club is committed to preventing its operations from being used for money laundering and has
an Anti-money Laundering Policy and Framework, which makes reference to the internationally
recognised Financial Action Task Force recommendations and industry best practice.

Employees are fundamental to the Club’s future and the Club places great emphasis on providing
them with high-quality learning and development opportunities. The Hong Kong Jockey Club
College, which this year moved into a new purpose-built campus at the Sha Tin Communications
and Technology Centre, provides a centralised learning facility and a variety of training programmes
for the Club’s employees.

The Club is committed to being a caring and responsible employer, seeking to engage employees
through a variety of communication channels, including, this year, the formation of workplace small
groups. It has a well-established Corporate Wellness Programme, with the latest “Sportovation”
initiative using innovative methods to promote physical fitness. The Club has a safety management
system under the direction of a Corporate Safety Committee, which regularly reviews policies and
practices. In addition, employees receive safety training, including via a new e-learning module.
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The Club is designated as a public body under the Prevention of Bribery Ordinance and all full-time
and part-time employees are required to adhere to a Code of Conduct which highlights potential
areas of risk. They also receive training in data security, data privacy, anti-corruption and anti-
discrimination measures as part of the Club’s e-learning compliance curriculum.

FINANCIAL HIGHLIGHTS

Following the approval of five additional weeknight race meetings in July 2016, the number of race
meetings in the current racing season increased from 83 to 88. On a financial year basis, there were
87 race meetings in 2016/17 and 84 in 2015/16.

The Group’s total revenue increased by 3.2% from HK$36,009 million in 2015/16 to HK$37,175
million in the current financial year. Turnover was higher for both horse racing and football betting.
Net margin and commission of HK$11,445 million was 4.3% higher than 2015/16, in line with the
increase in revenue.

Operating costs of HK$9,964 million were HK$322 million or 3.3% higher than last financial year,
primarily driven by higher staff costs and an increase in prize money, as well as an increase in
depreciation following the completion of capital projects during the year.

Group Revenue and Operating Costs (HK$M)
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With the adoption of the Hong Kong Financial Reporting Standards 9 on financial instruments,
mark-to-market gains/losses on investments are reflected in the Group and the Trust’s consolidated
income statement commencing 2016/17. The Group recorded a positive investment return of
HK$4,329 million in the current financial year. The Group’s financial portfolio, while not immune to
volatility in financial markets, is globally diversified across different geographical regions and asset
classes, making it not significantly susceptible to sudden movements arising from any particular
region or investment. In spite of geopolitical events in different parts of the world during the year,
financial markets were buoyed by modest and stable global economic growth and accommodative
monetary policies especially outside the U.S. The investment portfolio benefited from mark-to-
market gains across multiple asset classes.

The financial assets of both the Club and the Trust are managed under a rigorous framework,
with oversight provided by the Finance and General Purposes Committee, which regularly reviews
and approves all investment policies. These assets are managed by the Club’s in-house team and
external professional fund managers. The portfolios managed by the in-house team are primarily
for working capital and liquidity, and are predominantly invested in bank deposits and high credit
quality debt securities. The portfolios managed by external fund managers are mainly for long-term
capital growth, and are invested in an array of asset classes diversified globally with the objective of
achieving consistent returns over the long term with prudent risk diversification.
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The Group remains Hong Kong’s single largest taxpayer, with total tax payments (comprising
betting duty, lottery duty and profits tax) of HK$21,733 million in 2016/17. These payments were
equivalent to about 7.5% of the total taxes collected by the Inland Revenue Department. With
higher amounts wagered and increased revenue, the Group’s total tax contribution over the past
year increased by 3.9% or HK$821 million.

Tax Contribution (HK$M)
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The Group’s net surplus for the year, excluding donations to the Trust, was HK$8,533 million,
166.5% or HK$5,331 million higher than last financial year, largely driven by increases in operating
surplus and positive investment returns.

The Group continued to invest substantially in operating assets and new technology to meet
customer demand and improve asset health. During the current financial year, total capital
expenditure of the Group was HK$3,703 million, higher than the past year by HK$1,044 million.

In order to provide a steady and stable basis to support charitable projects, the Group has adopted
operating surplus after tax as the basis for determining its donations to the Trust commencing from
last financial year. During the year, the Group’s operating surplus after tax, excluding investment
returns and gain on the sale of properties, amounted to HK$4,164 million.

The Group donated a record of HK$7.4 billion to the Trust this financial year. Excluding the HK$3.5
billion donation for the construction of the Hong Kong Palace Museum in celebration of the 20th
anniversary of the establishment of the HKSAR, donations to the Trust were HK$3.9 billion, which
represented an increase from 88% of the Group’s operating surplus after tax in 2015/16 to 94% in
2016/17.

MEMBERSHIP SERVICES

Catering revenue in the current financial year amounted to HK$796 million, a 0.8% increase over
last year. In the face of severe competition in the hospitality and service industry, The Jockey Club
Membership Services Limited (“*JCMSL”) continued to strengthen the quality of its service delivery,
providing members with one of the most prestigious lifestyle and membership experiences in Asia
through racehorse ownership, racecourse and clubhouse hospitality and lifestyle events.

To develop a healthy membership base, and to provide a wider range of services and recreation
facilities for members, JCMSL embarked on the Happy Valley Clubhouse extension project in
2014/15. The extension is on track to open in 2020, with detailed interior design and construction
work ongoing in accordance with the project master schedule. When it opens, the new extension
will effectively double the area of Happy Valley Clubhouse, enabling it to provide extensive and
diverse facilities to serve a wide range of members’ needs.



