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The Hong Kong Jockey Club’s “not-for-profit” business model is unique in the industry and
much admired worldwide. It has proved a huge asset to the Hong Kong community over the
years, enabling the Club to provide world-class sporting entertainment while channeling public
gaming demand into community benefits, and ensuring that these services are run in a regulated
and responsible manner. The Club continues to be Hong Kong’s single largest taxpayer and
ranks amongst the world’s leading charity benefactors. Total contributions made by The Hong
Kong Jockey Club and The Hong Kong Jockey Club Charities Trust to the Hong Kong community
amounted to HK$24.4 billion for the 2010/11 financial year.

The Hong Kong Jockey Club (the “Club”) is a not-for-profit organisation, and 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 Hong Kong Jockey Club Charities Trust (the “Trust”) is a public charity and is primarily
engaged in supporting charitable organisations and community projects in Hong Kong.

The Hong Kong Jockey Club Charities Trust Sources of Income for the Allocations Fund
and Charitable Donations (HK$M)
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Notwithstanding its not-for-profit nature, the Group adopts prudent commercial practices in
the planning and management of their businesses. By maintaining a well-run business operation
and a strong financial position, the Club’s goal is to generate sufficient surplus for maintaining
and enhancing its role as Hong Kong’s top charity and community benefactor.

Benefiting from strong growth in Mainland China and Asia, Hong Kong’s economy has continued
to improve with a 7.0% real gross domestic product growth in 2010, a reduction in the
unemployment rate, and an increase in consumer spending. However, there are a number of
emerging business challenges that will impact the Club’s long-term competitiveness and
performance. They include rapidly stiffening competition from Macau’s gaming industry, the
continued existence of illegal operators, the ageing population of local racing fans and the
changing lifestyle of customers, as well as the unfavourable betting duty regime for the Club’s
wagering businesses.

In spite of these underlying challenges, total racing turnover grew this financial year, with
average turnover per local race increased by 5.8% on the last financial year. This was mainly
attributable to more specific campaigns for targeted customers, more simulcast races, enhanced
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racing content on the web and in television programmes, and the improved economy.
In addition, the 2010/11 and 2009/10 financial years recorded 85 and 79 race meetings
respectively while both racing seasons had 83 race meetings as they did not coincide with the
financial years.

Throughout the year, the Club maintained its vigilant efforts to revitalise racing as a product,
uplift racecourse entertainment value and enhance customer service. As part of the Racecourse
Master Plan, a number of initiatives were completed during the year. They included upgrades
of the air-conditioning infrastructure and fire service improvement works at Happy Valley
Racecourse, as well as the replacement of televisions for Leading Edge at Happy Valley
Racecourse, the Weigh-in Bar and the second and third floors of the Members Betting Hall of
Grandstand | at Sha Tin Racecourse.

The Club has begun to pursue its Racecourse Master Plan at full speed, with the aim
of transforming the Club’s flagship venues into a must-visit destination offering premier
racing, leisure and entertainment experiences. Projects targeted for completion before
the end of 2011 include renovation of Owners’ Box in Grandstand | of Sha Tin Racecourse
and further upgrades of air-conditioning infrastructure at both racecourses. In addition,
local marketing programmes were stepped up during the season to enrich the public’s
racecourse experience.

Football Betting achieved another record high turnover this year, the eighth year of its operation.
Key drivers of business growth included higher customer participation in major tournaments
and leagues, such as World Cup 2010 finals that ended on 11 July 2010, better afternoon
fixtures and more extensive live broadcasting of football matches at the Off-Course Betting
Branches (“OCBBs”). Furthermore, InPlay betting products like “Next Team To Score” continued
to gain popularity during the financial year.

The Mark Six lottery reversed a downward turnover trend to record a year-on-year increase of
7.7%. This achievement was driven by the price increase from HK$5 to HK$10 per unit together
with increase of the minimum first prize payout and the fixed payouts for 4th to 7th prizes since
November 2010, as well as more jackpot draws during the financial year.

Considerable resources were also invested in upgrading the OCBBs with the aim of enhancing
customers’ enjoyment. During the year, OCBB operating hours were extended to include more
live broadcast football matches as well as increased coverage of the English Premier League.
To further strengthen service quality, dedicated betting booths were provided for priority
customers and Club Members at most OCBBs, thus shortening their queuing time.

A number of ageing betting devices were successfully replaced by new state-of-the-art models
in August 2010, such as Customer Input Terminal Version 8, MangoDeluxe and MangoCombo.
To further improve customer experience and gradually replace the ageing SMS- and
WAP-based mobile on-line betting services, a new mobile betting service was launched in
October 2010 that is more responsive and offers its users automatic background
odds updates.

Other customer-centric initiatives included a reduction of the minimum betting requirement
from $20 to $10 for Telebet Automated Services in October 2010, and the launch of exclusive
Telebet services for high value customers in February 2011. In addition, since March 2011,
the Club has offered toll-free mobile and fixed-line services to customers who travel to
Mainland China to enhance their satisfaction and sustain racing interest while they are absent
from Hong Kong.

On the charitable donation front, in addition to the four initial Sichuan reconstruction projects,
which are progressing smoothly, the Club committed to donate a further RMB343 million in
August 2010 to support three more projects focusing on education, vocational training, and
rehabilitation facilities and expertise. These new initiatives will not only help Sichuan people
recover from the scars left by the natural calamity in 2008, but will also catapult the nation to
the forefront of emergency management and research.
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As well as building the equestrian venue in Conghua for the Guangzhou 16th Asian Games,
the Club provided a wide range of professional services and technical support, such as horse
transportation, quarantine control, and clinical laboratory services. The Club is now converting
the venue into a new racehorse training centre, which will extend the Club’s existing training
capabilities and overcome the capacity constraints of the current training and stabling facilities
at Sha Tin Racecourse.

The financial assets of the Club and the Trust are managed under a rigorous framework with
oversight from the Finance and General Purposes Committee, which regularly reviews and
approves all investment policies. These assets are managed by the Club’s Treasury Department
and external professional fund managers. The portfolios managed by the in-house Treasury
team are primarily for working capital and liquidity, and are predominantly invested in bank
deposits and 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 across the globe
with the aim of achieving consistent returns with effective risk diversification.

The Group’s total revenue increased by 12.1% to HK$25,905 million in this financial year from
HK$23,112 million in 2009/10. The increase was mainly attributable to higher turnover from
all three wagering businesses.

Group Revenue and Operating Costs (HK$M)
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The Group’s operating costs of HK$6,789 million were 7.6% or HK$478 million over the last
year. This was lower than the percentage increase in revenue, and was only achieved through
the Group’s rigorous efforts in maintaining cost control over its business activities. The year-
on-year percentage increase in operating costs would have been further reduced to 5.3% if
the impact of Sichuan donations, which was one-off in nature, was excluded.

The Group recorded healthy financial surplus of HK$677 million in 2010/11 in spite of the
uncertainty in global economic and financial markets, but it was lower than the surplus of
HK$800 million in 2009/10 when markets recovered significantly from the financial crisis in
2008/09.

The Group remains Hong Kong's single largest taxpayer, with total tax payments (comprising
betting duty, lottery duty and profits tax) of HK$15,339 million. These payments are equivalent
to 7.3% of the total taxes collected by the Inland Revenue Department. Due to the higher
turnover and revenues, the Group’s total tax contribution over the past year was increased by
12.6% or HK$1,718 million.

The Group’s net surplus excluding the surplus from the Contingency Fund for the year was
HK$3,371 million, 14.2% or HK$419 million higher than 2009/10. Appropriations for this year’s
charity purposes stood at HK$1,800 million, HK$300 million higher than last financial year.
In 2010/11, the Trust approved record high donations of HK$1,622 million to charitable
organisations to fund capital projects and agency subventions.
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Catering revenue in the current financial year amounted to HK$597 million, a 14.8% increase
over the previous year. In spite of severe competition in the hospitality and services industry,
The Jockey Club Membership Services Limited managed to maintain catering revenue by
continuously improving its quality of service delivery, enhancing product offerings and upgrading
its catering facilities. All these initiatives were aimed at offering the best possible experience
for its Members.

The Jockey Club Membership Services Limited Development Fund (HK$M)
EFSS8ERERAFRRESHE (BEET)

10/11
09/10 ~ 1,000]
08/09 _ 954]
07/08 B 1015
06/07 T
(0] 200 400 600 800 1,000 1,200

A number of facilities were added or upgraded to enhance customer satisfaction, such as Oi
Suen Restaurant at Sha Tin Clubhouse, which was re-opened in September 2010 after extensive
renovation. Other work included fagade maintenance at Happy Valley Clubhouse, refurbishment
of receiving area and loading bay at Sha Tin Clubhouse, and slope rectification at Beas River
Country Club.

Beijing Clubhouse continues to be one of the favourite venues for personal and business
gatherings in Beijing among Members and their guests. This was evidenced by growth in both
catering and room revenues this year.

The Jockey Club Membership Services Limited Development Fund, dedicated to improving

membership facilities and services, stood at HK$1,021 million, with no appropriation made
this year.
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