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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 channelling 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$25.9 billion for the 2011/12 financial year.

The Hong Kong Jockey Club Charities Trust Sources of Income for the Allocations Fund
and Charitable Donations (HK$M)
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GROUP STRUCTURE
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.

OPERATIONAL REVIEW

Notwithstanding its not-for-profit nature, the Group adopts prudent commercial practices in the
planning and management of its 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.

The Hong Kong economy sustained strong momentum on entering 2011 but growth moderated
after the second quarter amid slowdown in global demand. The current economic outlook remains
deeply challenged, with Hong Kong's gross domestic product growing by only 0.4% in the first
quarter of 2012. Despite the slowdown of the overall economy, the labour market remained virtually
in a state of full employment, with total unemployment reaching a record low at 3.4% in May 2012.
Benefiting from the improved income conditions and the prevailing strength of inbound tourism,
gross domestic product slightly declined to 5% in 2011 as a whole from 7% the previous year.

However, a number of significant business challenges continue to have an impact on the Club’s
long-term competitiveness and performance. These include the ongoing expansion of Macau'’s
gaming industry, the growing ability of illegal and offshore operators to solicit business online,
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the ageing population of local racing fans, the changing lifestyles of customers and the alternative
choices of leisure entertainment available to them, and an unfavourable betting duty regime for
the Club’s wagering businesses.

Despite these adversities, total racing attendance in average grew this financial year. A key
contributory factor was the Club’s customer segmentation programme which meets the needs of
specific customer segments with tailored products and services. This included the launch of the
“Happy Wednesday” brand for Happy Valley Racecourse, featuring entertainment such as live
bands and dancing performances. These helped attract the younger professional set by highlighting
the social experience of a night at the races.

During the year, the Club took many further initiatives to revitalise racing as a product, uplift
racecourse entertainment value and enhance customer service. As part of the Racecourse Master
Plan, a number of significant and completely new initiatives were introduced, including renovation
of the Owners’ Box in Grandstand | of Sha Tin Racecourse and the upgrading of air-conditioning
at both racecourses.

Furthermore, to appeal to younger customers who are technology-savvy but less familiar with
studying racing form, the Club launched a rejuvenated adrenaline bar and lounge at Happy Valley,
featuring as its centrepiece the ibu — an innovative and interactive IT platform to create a new
racing and racecourse experience for the younger customers. Also opened in the public stand of
Happy Valley in May 2012 was a trendy new racing-themed restaurant called “The Gallery”,
offering customers a unique digital media racing experience

Football Betting achieved another record high turnover in this ninth year of its operation. Key
drivers of business growth included higher customer participation in major tournaments and
leagues, such as Euro 2012. Furthermore, new bet types such as “First Half High/Low” and “First
Half Correct Score” were launched during this season to meet customer demand.

The Mark Six lottery turnover recorded a year-on-year increase of 12%. The increase from last
year is mainly attributable to the full year impact of the unit price increase from HK$5 to HK$10
introduced in November 2010, resulting in six more jackpot draws and higher turnover per draw
this financial year. Mega-size jackpots in September 2011 and January 2012 aroused much
interest among the public.

Recognising Hong Kong’s growing community of smartphone users, the Club launched an
iPhone app for its Mobile Betting Service last July and an Android app in December. These apps
offer a convenient and user-friendly way for smartphone and tablet users to access the latest
racing and football information or betting service anytime and anywhere. Since the Mobile Betting
Service was made available, the Club has received an overwhelmingly favourable response. To
date, there are about 355,000 registered users.

In respect of the HK$1 billion pledged by the Club in 2008 towards post-earthquake
reconstruction projects in Sichuan, four projects focused on restoring educational and medica
facilities have all now been completed and were officially opened in April 2012. The other three
projects focused on education, vocational training and disaster management study made good
progress during the year, and are expected to start coming into service by the end of 2012. These
seven reconstruction projects in two phases are expected to benefit one million people a year.

Underlining its commitment to promoting lifelong learning among its full- and part-time
employees and to enhancing the overall quality of the local workforce, the Club established The
Hong Kong Jockey Club College this year. As one of the city’s major employers, the Club attaches
great importance to the personal and professional development of its 26,000 employees. The
College provides a series of training courses recognised under the Government’s Qualifications
Framework to offer systematic and high-quality educational opportunities to its staff.

To enhance green awareness and encourage employees’ involvement in the sustainability drive,
the Club staged its second Green Action programme last year covering a diverse range of contests
and activities. The Club has also transformed the rooftop of its headquarters building into “Our
Green Place” — a tranquil garden area that increases the building’s energy efficiency and reduces
carbon emissions. The Club was honoured with a Bronze Award in the Public Organisation and
Utilities sector of “The 2011 Hong Kong Awards for Environmental Excellence”, and a Silver
Award in the Non-Government Organisation/Institution Projects category of the inaugural “Skyrise
Greenery Awards”. These latest accolades are further acknowledgment of the Club’s long-standing
support for green initiatives and its contributions to sustainable development.
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FINANCIAL REVIEW 81 # #5%

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.

FINANCIAL HIGHLIGHT

The Group’s total revenue increased by 9.7% to HK$28,422 million in this financial year from
HK$25,905 million in 2010/11. The increase was mainly attributable to higher turnover from all
three wagering businesses.

Group Revenue and Operating Costs (HK$M)
SEBRARKERE (BBET)
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The Group’s operating costs of HK$7,346 million were 8.2% or HK$557 million over the last
year. The year-on-year percentage increase in operating costs would have been further reduced to
7.1% if the impact of Sichuan donations was excluded. The increase in operating costs was lower
than the percentage increase in revenue, and was achieved through the Group’s rigorous efforts
in maintaining cost control over its business activities.

In spite of the volatile financial markets, the Group was able to record a financial surplus
(excluding surplus from Contingency Fund) of HK$541 million in 2011/12, although this is lower
than the HK$677 million surplus in 2010/11. Financial markets continue to be challenged by
the uncertain global economic outlook, weighed down in particular by the European debt crisis.
The Group’s financial portfolio, while not immune to volatility in financial markets, is globally
diversified across different geographical and asset classes, reducing the impact of any particular
region or investment.

The Group remains Hong Kong's single largest taxpayer, with total tax payments (comprising
betting duty, lottery duty and profits tax) of HK$16,173 million in 2011/12. These payments
were equivalent to 6.8% 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 increased
by 5.4% or HK$834 million.

The Group’s net surplus excluding the surplus from the Contingency Fund for the year was
HK$4,271 million, 26.7% or HK$900 million higher than 2010/11. Appropriations for this year’s
charity purposes stood at HK$1,800 million, same as last financial year. In 2011/12, the Trust
approved record high donations of HK$1,729 million to charitable organisations to fund capital
projects and agency subventions.
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MEMBERSHIP SERVICES

Catering revenue in the current financial year amounted to HK$666 million, an 11.6% increase
over the previous year. The Jockey Club Membership Services Limited managed to reduce its
operating costs through direct sourcing from suppliers, maximising support from centralised
production kitchens and conducting periodic menu revisions. All these strategic sourcing and
procurement programmes were aimed at achieving productivity gains that allowed the Club to
offer the best quality of foods at best value for its Members.

The Jockey Club Membership Services Limited Development Fund (HK$M)
EFSSEEKERAFNRRESHE (AEERT)
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A number of major cyclical refurbishment projects at the clubhouses were completed to
enhance customer satisfaction, such as car park re-surfacing and lighting improvements at Happy
Valley Clubhouse, lift modernisation at both Happy Valley and Sha Tin Clubhouses, and Wi-Fi
installation at all three Hong Kong clubhouses.

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$1,029 million, with HK$18 million appropriation
made this year.



