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Hong Kongs
Detterment is
always our goal

In this auspicious Year of the Horse, and in my final year as your Chairman and as a Steward,
I'm delighted to be able to report another very successful year for The Hong Kong Jockey Club
in all facets of its operations. Not only did our business results maintain a steady upward trend,
but more importantly our Charities Trust was able to donate a remarkable HK$3.61 billion to
charitable projects, which will have long-term strategic impact on the community and bring many
benefits to Hong Kong people.

This huge charitable commitment comes close to doubling last year’s figure of HK$1.95
billion and means our donations have risen almost 270% since the Government allowed the Club
to introduce football betting 11 years ago. This is on top of the substantial return the Club makes
to the community through tax and duty payments, which totalled over HK$19.58 billion in the
past year and have increased by nearly 80% since 2002 /03.

These growing contributions to society are the result of a vigorous strategic effort by the Club
to strengthen its market competitiveness in the face of ever-growing competition from gaming
operators elsewhere in the region and from illegal and unauthorised offshore bookmakers, as well
as from other forms of leisure and entertainment. | am most grateful to our Club Members for
their steadfast support for these endeavours.

As a not-for-profit organisation that has been a key contributor to the city’s development
over the years, we are very conscious of this social responsibility and are committed to helping
keep Hong Kong people’s gaming dollars on home turf, where they can generate widespread
community benefits.

Our football betting operations were especially successful in year 2013/ 14, which included
the first half of the World Cup, showing increased turnover of almost 23%. This was the result
of a holistic, three-pronged approach of enhancing our products, launching targeted customer
offerings to deliver service and information innovations, and co-operating with the authorities on
law enforcement and education. These strategic efforts are important because we see growing
public demand for football betting as more and more overseas matches are broadcast live in
Hong Kong. This in turn has made illegal operators more active and aggressive, and their efforts
to lure and retain customers more sophisticated.

Since 2003, we have been able to build one of the world’s most successful football betting
operations, with one of its major objectives being to channel local demand as far as possible to
the regulated and responsible legal operator, thereby avoiding the draining of public funding and
potential donations to local charities.

In horse racing, we had another excellent year with gross turnover rising a further 10%. Over
the past eight years we have successfully reversed a declining trend in horse racing turnover and
attendance, establishing Hong Kong as a model for the racing industry worldwide. This is thanks
in large part to the formulation and implementation of a comprehensive customer segmentation
strategy that has enabled the Club to understand and respond to the needs of different customer
groups far better than ever before. Also significant has been the Government’s agreement to
reform the horse race betting duty structure in 2006 and, more recently, increase the number of
racedays per season from 78 to 83.

In particular, our customer-centric strategy has led to the roll-out of a HK$3.4 billion
Racecourse Master Plan since 2010, under which a series of new or renovated venues has been
launched over the past four years, tailored to meet the needs of different customer segments but
all providing truly world-class facilities. In tandem with this we have repositioned horse racing as
a social experience and introduced customised marketing programmes for various target groups,



for example the very successful Happy Wednesday branding
which has made Happy Valley Racecourse a No.1 midweek
entertainment hotspot for the young professional set.

The past year has seen the first two phases of the
Racecourse Master Plan successfully completed, with popular
new venues opened at both Sha Tin and Happy Valley.
Meanwhile, we have already earmarked a further HK$2.9 billion
for Phase 3, with the first new venues due to come on stream
in the year ahead.

Our commitment to making Hong Kong a centre of
world-class racing excellence has not just been confined to
the racing facilities. Equally important has been building our
strengths on the track, for which | am most grateful to our
horse Owners for their continued willingness to invest in top-
quality thoroughbreds from around the world. This has been a
critical factor in putting Hong Kong on the international racing
map, with the past year being perhaps our most successful
yet, both on home turf and overseas. At home our LONGINES
International Races in December were widely praised as the
best to date, and saw locally-trained horses taking three of
the four International Group One races, while overseas we
enjoyed double wins in both Dubai and Singapore...a series of
remarkable and unprecedented achievements.

Hong Kong’s high standing as a hub of racing development
in the Asia-Pacific region was further reinforced in May by

our successful hosting of the 35th Asian Racing Conference,
widely agreed to be the best ARC yet and certainly the largest,
attracting a record 800-plus delegates from all over the world.
Indeed it was probably the largest racing industry gathering
forum staged anywhere in the world in both scope and
scale, a testament to Hong Kong’s growing role and status in
international racing.

Another important development was the passing of
legislation in July 2013, after many years of lobbying Government
for change, to enable Hong Kong to participate in commingling.
This is an exciting milestone for the Club as the international
commingling of betting pools offers us further valuable
opportunities to burnish Hong Kong’s global reputation and
develop the racing business to the community’s benefit, as well
as providing another opportunity to combat illegal bookmakers
who thrive on the ability to arbitrage between varying odds in
different jurisdictions.

During the latter part of last season, we made initial
progress in rolling out commingling by entering into agreement
with two major racing operators and distributors in the United
States, potentially bringing Hong Kong racing into more than
50 million homes nationwide. Early in the new season, we
expect to conclude and implement commingling agreements
with Australia, New Zealand, Singapore and Macau, where
there are already many keen followers of our racing product.

While the long-term potential of commingling is enormous,
it remains a work in progress. So far we have only dealt with
inbound commingling into Hong Kong’s pools, not outbound
commingling which is a fair and reasonable expectation
by our partners and customers. Current limitations on the
number of simulcasts also preclude us from being a more
active partner. Addressing these issues will contribute to the
internationalisation of horse racing, and thereby benefit Hong
Kong’s global status in the sport.

Another major racing project that has made progress in
the past year, though still faces a number of hurdles, is our
Conghua Racehorse Training Centre across the Mainland
border in Guangdong. This is a key component of our strategy
to meet world-class standards in every aspect of Hong Kong’s
racing product, as it will relieve the pressure on our current
ageing training facilities at Sha Tin and significantly expand our
existing capabilities.

As anticipated, however, it is also one of the most
challenging projects the Club has ever undertaken as we are
working in a completely new environment and have had to
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address numerous technical and commercial issues with site
formation, not to mention historically unusual wet weather that
has adversely affected site work. To address these challenges
and ensure we can realise the world-class facility we desire, we
have appointed a new main contractor and also strengthened
our own project resources in the past year. While these changes
have resulted in delays to the schedule and will inevitably lead
to some cost increases, this is a critical project for the Club
and we remain firmly committed to bringing it into operation as
soon as reasonably possible.

Besides being important for our racing development,
the Conghua project is another reflection of our growing
collaboration with Mainland China, which has made significant
strides on a number of fronts in the past few years. The seven
post-earthquake projects in Sichuan funded as part of the
HK$ 1 billion donation we pledged in 2008, at the time the Club’s
largest-ever single charitable donation, are now completed and
operational, and have been hailed as role models for combining
hardware with software to deliver community benefits. They
complement our long-standing collaboration with two national
sports lotteries on the Mainland that support community
projects there. Also, by way of giving back to Mainland residents
and helping to promote sports and healthy living nationwide, as
we do in Hong Kong, we agreed during the past year to support
China’s Community Fitness Programme.

Turning to the membership side, 2013/14 was again
a most successful year. Our membership and clubhouse
operations play an important role in promoting the Club’s
brand and, indeed, are the foundation on which the Club was
created. Over the past four years alone, we have invested over
HK$950 million in enhanced facilities for Club Members at the
racecourses and clubhouses, including the provision of 17 new
or refurbished venues. The popularity and success of these
enhancements can clearly be seen, as patronage levels have in
all cases increased. Indeed, we foresee that demand will start
to exceed capacity at Happy Valley Clubhouse in the not-too-
distant future.

We have therefore taken a major step to address future
growth and member needs by committing to build an extension
at Happy Valley Clubhouse on the adjoining site of the former
stable block. This will also enable us to offer a wider range
of facilities to meet the changing profile of our members.
Currently we are conducting a detailed feasibility study of
this HK$2 billion-plus project and drawing up initial design
plans. Incidentally, we have also committed to refurbishing
the neighbouring Shan Kwong Road Park, a public recreational
facility, as part of this project.

In the meantime, our discussions with Government continue
on renewal of the current leases for Sha Tin Racecourse and
Clubhouse. While good progress has been made over the past
year, discussions have not as yet been concluded, which is a
pity as renewal of these leases is a prerequisite of our plans
to invest further in these two important facilities. This in turn
will bring more long-term community value to the people of
Hong Kong.

Meanwhile on the Mainland our Beijing Clubhouse continues
to set the standard for hospitality excellence, providing
much-appreciated services both for our Hong Kong members
visiting the capital and our growing number of Mainland
Members.

On the Charities Trust side, the substantial increase in our
donations this past year to an unprecedented HK$3.61 billion is
not only a measure of the large number of projects supported,
168 in total, and amounts involved, but also a reflection of
our commitment to supporting more meaningful projects. We
took a strategic decision to expand our contributions and look
proactively for projects with impact that could address issues of
concern in the community in the longer term, thereby building
a better Hong Kong over time. These initiatives cover various
areas of medical and health services, especially the needs of
the middle-class and the elderly; support for the disabled; and
investment in education and youth development. We should
stress that this is not a “one off” but a level of contribution that
we aim to maintain in the coming years, so long as the Club
is given the opportunity to stay competitive and channel local
gaming demand into the legal market, in the face of such strong
illegal competition.

An especially notable major donation is the HK$1.3 billion
we have committed for The Chinese University of Hong Kong
to establish a teaching hospital on its campus in Sha Tin.
This project has the Government’s full support and will be
of particular benefit to the city’s sandwich-class and elderly
residents, as it will be the first hospital in Hong Kong to offer
package pricing, which will bridge the gap between expensive
private healthcare and the excellent but overburdened public
services. In particular, it will help shorten waiting times for
affordable treatment of some commonplace ailments among
the elderly, like eye cataracts. Our donation will also enable the
University to set up and operate an Institute of Ageing for five
years, riding on the outreach services provided by the hospital.
In total, some 250,000 people are expected to benefit from its
inpatient, outpatient and training facilities.

Also recently we have approved a HK$271 million donation
for the Hong Kong Academy of Medicine to set up the Jockey
Club Disaster Preparedness and Response Institute, with the
support of two medical schools in Hong Kong and international
experts from Oxford and Harvard Universities. This is a most
innovative project whereby through capacity building and
community programmes, the Institute will train local leaders
and healthcare professionals in disaster management. Having
seen the value of such a facility in Sichuan, we believe this will be
an important initiative in strengthening the city’s preparedness
and capabilities for handling a disaster or major emergency, as
well as for establishing Hong Kong as a regional hub for disaster
preparedness and response training.

Another notable donation has gone to launching the Jockey
Club Inpatient Facilities Modernisation Scheme, for which the
Charities Trust has donated HK$253 million to the Hospital
Authority (HA) to install ceiling hoists and electrically-operated
beds at public hospitals citywide over the next three years.
These will not only provide more comfort for immobile patients
and reduce medical complications, but also minimise the risk
of occupational injury among nursing and healthcare staff. It
will enable the HA to achieve 100% provision of electrically-
operated beds in those wards with highly dependent patients.
Another HK$54.7 million grant to the HA will support the
redevelopment of the Cancer Research Laboratory at Queen
Elizabeth Hospital, which will improve the diagnosis, monitoring
and treatment of cancer, benefiting many affected patients in
the long run.



Helping the disabled and championing their reintegration
into society has long been another of our major concerns. A
further substantial commitment we have recently agreed is a
HK$600 million donation to the Hong Chi Association for the
development of its Pinehill Village complex at Tai Po, which
provides special needs education and residential homes
for children with mental disabilities, as well as vocational
training for those of adult age. We have been supporting
Hong Chi since 1975 and this latest donation will cover the
construction of three new buildings, encompassing nine
service units and providing a total of 1,117 residential, day
care, vocational training and rehabilitation places. It will make
Pinehill the largest and most comprehensive rehab complex
in Hong Kong.

As regards youth development and education, the Jockey
Club Innovation Tower at Hong Kong Polytechnic University,
built with the support of a HK$249 million Charities Trust
donation in 2011, was officially opened in March. Housing
PolyU’s highly-regarded School of Design and a new Jockey
Club Design Institute for Social Innovation, it is both a
striking addition to the Hong Kong skyline and a valuable
community asset, serving as driving force for enhancing the
city’s development as a design hub in Asia. Besides directly
benefiting some 1,500 students, its community education
activities will reach out to some 10,000 local people each
year. We have also created the Jockey Club Design for Society
Student Award to nurture young talent with the character to
create impact for the good of society.

Meanwhile we have made a HK$200 million donation to
the Chu Hai College of Higher Education to fund part of the
construction cost of its new college complex in Tuen Mun,
and a HK$44.8 million donation to Hong Kong College of
Technology to support conversion work at its new campus and
launch a three-year service learning project. Another HK$200
million has been granted to Hang Seng Management College
to fund construction of its Student Residence Halls near
Sha Tin — one of numerous Club donations over the years to
support student hostel development at Hong Kong’s tertiary
institutions, though the first to a privately-funded college.

These are just a few examples of the hundreds of different
projects that were newly-funded or newly-launched last
year thanks to Charities Trust donations, widely varying in
scope and scale but all contributing in their own way to the
community.

Meanwhile, I'm happy to report that another major Trust-
funded initiative, the Central Police Station Revitalisation
Project, continues to make encouraging progress. Restoration
work on the 16 historic buildings is now well under way, as
is construction of the two new arts buildings. In the past
few months we have issued Requests for Proposals to invite
qualified parties to run the heritage and contemporary art
operations at the site as well as its commercial operations,
and have set up two expert selection committees representing
wide community interests to evaluate these proposals. Barring
unforeseen setbacks, the revitalised compound should be
ready to open to the public in 2016. | am confident it will be a
project of which Hong Kong people can feel proud, reflecting
international best practices in heritage conservation and, we
hope, setting a benchmark for other heritage conservation
projects in Hong Kong.

In conclusion, then, | believe that as the Club moves into
its 130th Anniversary year, it remains in great shape both in
its roles as a provider of world-class sporting entertainment
and as a major contributor to the Hong Kong community. Our
financial position is very secure, with reserves standing at an
all-time high, while the soundness of our business strategies is
reflected in the material improvement in our operational results
over recent years. This has enabled us to provide significantly
increased returns to the community through tax payments and
charitable donations.

Nevertheless, we should not be complacent as our business
continues to face challenges on a number of fronts, notably
from illegal and unauthorised gambling operators who never
miss an opportunity to target Hong Kong people, the growing
number of Asian countries and regions now operating or
planning to legalise casinos, and the largely unregulated junket
operations that tend to follow in their wake, again frequently
targeting Hong Kong people. We also consider the opening of
the Hong Kong—Macau Bridge, scheduled for 2016, to pose a
further challenge.

As | have always stressed, the Club is not afraid of
competition. All we ever ask for is the opportunity to stay
competitive in the face of these growing challenges, and to
compete on a level playing field. In this regard, we need the
support and understanding of these challenges from our
Government and the community at large, and courage on the
part of Government to address them, as it’s a battle Hong Kong
simply cannot afford to lose. The Club’s not-for-profit business
model is a wonderful example of social innovation on Hong
Kong’s part that brings enormous value to the community and
commands the envy of many other jurisdictions overseas.

On a personal note | consider myself extremely privileged
and grateful to have been given the opportunity to chair this
unique organisation, truly a force for good in the Hong Kong
community. It has been a most enjoyable experience and |
would like to thank all Club Members for their loyal support, as
well as my fellow Stewards particularly our Deputy Chairman
Dr Simon Ip, the Board of Management under the most able
leadership of Chief Executive Officer Winfried Engelbrecht-
Bresges, and our dedicated staff. | am confident the Club
will continue to move forward in the years ahead, and | shall
continue to take a close interest in its progress. Thank you all
most sincerely.

T. Brian Stevenson
Chairman
25 July 2014
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