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Last year we stated “standing still is not an option” if the Club is to sustain its racing operations
and maintain its level of charitable donations. We proposed the modernisation of horse racing
betting duty and a relaxation of the regulatory framework on racing in line with the successful
model established by football betting. We have made some progress, with the Government
agreeing to reform betting duty and to move to a tax on gross profit margin. As we wait for the
legislative process, we are optimistic we will gain the support we need to fulfil our commitment
as a world leader in racing, betting and sporting entertainment and to remain Hong Kong's
premier charity provider.

roup turnover this year was HK$97.19

billion, which included a full-year’s

contribution from football betting

operations. Racing turnover, however,

declined for an eighth straight year,

though the annual rate of decline was
slowed somewhat as a result of successful marketing
efforts in the face of growing legal and illegal
competition for the betting dollar.

The Club remains Hong Kong’s single largest
taxpayer, this year paying a total of HK$12.34
billion including HK$8.35 billion in racing betting
duty and HK$2.03 billion in gross profit tax on
football betting. The Club also continues to be
Hong Kong’s most significant benefactor, donating
HK$1.02 billion to over 100 charity and community
projects through The Hong Kong Jockey Club
Charities Trust.

This was a breakthrough year for our vision of
becoming a world leader in racing, sporting and
betting entertainment. Our international races, the
Cathay Pacific Hong Kong International Races and
the Audemars Piguet QE II Cup, attracted top
horses to compete in some of the most international
racing anywhere. Together with the Japan Racing
Association we inaugurated a new international
championship, the Asian Mile Challenge, which is
already set to expand into a wider competition.

Yet it was our horses that truly put Hong Kong
on the world sporting map this year. In particular
two horses, Silent Witness and Cape Of Good Hope,

captured the imagination of race fans worldwide.
Silent Witness, already ranked the world’s top
sprinter, became the focus of huge local and
international attention in his successful bid to win
17 consecutive races. 7ime magazine was moved to
name him one of the world’s most influential
‘people’ in 2004. Cape Of Good Hope carried the flag
for Hong Kong in Australia and Europe, and with
wins in the Australia Stakes and the Golden Jubilee
Stakes of Royal Ascot, earned the title of Global
Sprint Series Champion. In all a record 23 Hong
Kong horses were rated 110 and above in the 2004
World Thoroughbred Racehorse Rankings.

Successes such as these enhance Hong Kong’s
reputation as a centre of international sporting
excellence. This was clearly influential in the
Olympic Committee’s selection of Hong Kong to
stage the equestrian competition during the 2008
Beijing Olympic games. The Club is proud to be
the venue provider for these events and will do its
utmost to make them a truly memorable occasion
for Hong Kong.

Our higher profile is also attracting the interest of
racing fans around the world. This year we provided
new or expanded simulcasting of our races to
Canada, the United States, Singapore, Malaysia,
New Zealand and Australia. With the proposed tax
and regulatory regime in place Hong Kong has
substantial potential to broaden its customer base.

This year also saw substantial improvements at
racetracks and off-course in line with our commitment



Successes such as these enhance Hong Kong's
reputation as a centre of international sporting
excellence. This was clearly influential in the Olympic
committee’s selection of Hong Kong to stage the
equestrian competition during the 2008 Beijing Olympic
games. The Club is proud to be the venue provider for
these events and will do its utmost to make them a
truly memorable occasion for Hong Kong.

to provide customers with the very best in facilities
and service. Sha Tin saw the opening of a new
Owners Pavilion and a spectacular new covered Parade
Ring, the only one in the world with a retractable
roof. Off-course, a further 31 Off-Course Betting
Branches were fully refurbished. Further refurbishment
work is already under way at both racecourses to air-
condition key public areas and to substantially
renovate designated Members’ and Owners’ facilities.

The Club continues to bring sporting action
closer to customers and to enhance information
accessibility. STRIDE, the world’s first system
capable of tracking the position of all horses in real-
time is now fully operational at both racecourses
while this year saw the full launch of Easy Form,
SpeedPick and new audio channels on the Club’s
web site. Meanwhile customers at many Off-Course
Betting Branches were provided with uninterrupted
race coverage, live telecast of selected football
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matches and special video programming. These and
other improvements helped the Club increase overall
customer satisfaction ratings. Mainland visitors also
endorsed the Club by voting us as one of Hong
Kong’s Best Brands.

This year was the first full year of our football
betting service and the results have been very
positive. It must be stressed that this achievement in
part reflects the flexibility of the regulatory
framework, which enables the Club to compete
directly with illegal operators through fast roll-out of
bet types and wide coverage of football leagues. It is
also clear evidence that, given the opportunity, the
Club has the capability to become a world leader in
betting entertainment.

Our Membership Services Division continued its
journey to excellence in providing for the needs of
23,000 Members and their families. Among this
year’s achievements, the new Owners Pavilion at Sha
Tin Racecourse and the improved Owners” boxes at
both racecourses attracted higher patronage, while
the new Chater Room at Happy Valley Clubhouse
became a most sought after venue for private and
corporate functions. It was also a remarkable year on
the culinary front, with an unforgettable series of
visits from award-winning chefs including a return
of top chefs from Beijing’s Diaoyutai State
Guesthouse. Our own chefs did us proud by
winning numerous culinary awards including 22
medals at the Hong Kong International Culinary
Classic 2005 and another three at local events.

Upholding customer satisfaction requires staff
dedication and the Club maintained its high level of
commitment to staff training. Membership Services’
“Journey to Excellence” programme entered its
fourth year, while On-Course Betting Services
introduced 1,300 part-time staff to its Field
Coaching Training Programme, and Off-Course
Betting Services created a special “Service with
Pride” programme for frontline supervisory staff.

This was also an important year for Charity with a
particular focus on more proactive involvement in
projects that address long-term community needs. One
such example was our HK$400 million commitment
to the “PA.T.H.S. to Adulthood” scheme — a project
involving five universities, the Social Welfare
Department and the Education and Manpower Bureau
(EMB) to provide positive youth development
programmes for secondary one to three students.



Another example is the Club’s HK$13 million
“Hong Kong Jockey Club Award Scheme for Hong
Kong Student Leaders: National Education Course”.
This three-year project is aligned with EMB
curriculum reforms and will enable 1,500 local
students to visit Beijing to gain a first-hand
understanding of China’s development.

With a view to optimising the effectiveness of its
donations, the Club has worked with charity partners
to implement a new Community Project Grant
funding mode. To date some 61 charity organisations
from the Club’s annual subvention list have obtained
grants for projects lasting for three years.

The Club was gratified to receive a “Partner in
Charity Award” from The Community Chest of
Hong Kong in recognition of the key role we have
played in funding its operations over the past thirty
years. The Club’s subvention and provision of the
office at a nominal rent of HK$1 have enabled the
Chest to direct every dollar of its donations to
community development.

The charitable spirit was very clearly evident
among our frontline employees as the Club mobilised
its resources to raise funds from the public, staff and
Members in aid of the victims of the Asian tsunami.
This effort resulted in the collection of HK$53 million,
including a HK$10 million donation from the Club.

All of the achievements of this and past years are
the product of the Club’s unique not-for-profit
business model which year-in year-out delivers
sporting entertainment, tax revenue and charity
support to Hong Kong. Yet this model is under
attack from illegal and unauthorised offshore betting
operators who use the loophole of Hong Kong’s
betting tax and regulatory system to erode racing
turnover, reduce racing’s tax return to Government
and threaten charity support. Government has since
tabled before the Legislative Council a proposal to
change the betting duty on racing to one based on
gross profit margin, and to relax the regulatory
framework to one similar to that governing football
betting. We believe it is crucial for the long-term
viability of the Club that such a package is approved.
Doing so will not only enable us to compete with
illegal and unauthorised offshore operators but
make it possible to offer attractive racing products to
other jurisdictions including pool co-mingling.
These measures will ultimately enable us to tackle
illegal bookmaking and safeguard and perhaps grow
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our tax and charity contributions.

I should add that illegal and unauthorised betting
is a worldwide threat to social welfare, government
revenue and racing livelihoods, with betting
exchanges being a particular concern. The International
Federation of Horseracing Authorities, racing’s top
body, has taken up the issue with the World
Intellectual Property Rights Organisation, under
the umbrella of the United Nations. The Hong
Kong Jockey Club, as Chair of the Asian Racing
Federation, is also continuing to spearhead efforts to
unite all jurisdictions under the Good Neighbour
Policy and to lobby governments to enact legislation
to protect welfare and revenue.

This has been an exceptionally busy year for the
Club involving both business expansion and a
continued focus on cost management and productivity
enhancement. The Club would not have been able
to meet these challenges without the dedication and
support of its 4,300 full-time and 18,000 part-time
staff. After several years of pay freezes and a pay cut
two years ago, I am therefore pleased to announce
that all full-time staff will receive a salary increase
and higher performers will receive discretionary
performance awards. This award was made in
consideration of market trends and the Club’s
business results this year, and is in line with the
Club’s policy of moving towards a performance
based variable pay structure.

It is with regret that we bid farewell to Timothy
McNally, Executive Director of Security and
Corporate Legal Services after six years with the
Club. We wish him well. The Club welcomes his
successor, Stephen Chandler, a veteran police officer,
who will join us in September 2005. We are also sad
to be losing Steve Beason, Executive Director of
Information Technology, who is returning to the United
States for family reason, after seven years with us.

In closing, I would like to express the Board of
Management’s appreciation for the guidance and
support of the Board of Stewards throughout the
year. We also convey our sincere gratitude to staff for
their dedication and hard work this year, and to our
Members, customers and partners for their unwavering
support for the Club’s vision and mission.

Lawrence T Wong Chief Executive
18th July 2005
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