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The Hong Kong Jockey Club Charities Trust
Sources of Income for the Allocations Fund and Charitable Donations (HK$M)
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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 to be 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$28.9 billion for the 2012/13 financial year.

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.

As the bulk of the Group’s operations are in Hong Kong, the economic conditions in Hong
Kong have a significant impact on its business performance. The Hong Kong economy regained
some growth momentum in the second half of 2012, largely due to a vibrant Chinese economy
and a slight stabilisation of the Euro debt crisis. The moderate growth continued in the first half
of 2013, against a backdrop of relatively low unemployment at 3.5% and a stable inflation rate in
consumer prices. Although the global economic environment improved somewhat during 2012/13,
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a number of factors called for a cautionary outlook. Some of the Euro zone economies were still
unsettled by austerity measures proposed by their governments, although interest rate easing by
the European Central Bank provided some relief. Meanwhile, the economic recovery in the United
States was still slow and uncertain. Fortunately, the sustained growth of the Chinese economy
continued to mitigate the negative impact of the sluggish developed economies.

Aside from the macro-economic environment, other factors continued to pose significant
challenges to the Club’s long-term performance and competitiveness. These included the ongoing
expansion of Macau’s gaming industry, the growing ability of illegal and offshore operators to
solicit business online, the ageing population of local racing fans, the changing lifestyles of
customers and the alternative choices of leisure entertainment available to them, coupled with an
unfavourable betting duty regime for the Club’s wagering businesses.

To counter the negative macro-economic conditions and to address the above-mentioned
downside threats, the Club formulated and implemented comprehensive strategies to enhance
the attractiveness of its products and services, refresh its customer facilities and venues (both on
and off-course as well as at clubhouses), target customer segments with growth potential, and
carry out continuous improvement of its business operations. These strategies have led to positive
business results and higher customer satisfaction.

Racecourse attendance increased against last year, reflecting the continuing improvement in
the Club’s product and service offerings for various customer segments, its customer relationship
management programmes and its information dissemination via conventional and digital channels.
The continuation of the Racecourse Master Plan also provided new and refreshed venues for
raceday customers, including a Young Members’ Box and Racing Club Noodle Bar at Happy
Valley, upgraded Owners’ Boxes at Sha Tin, and enhanced venues in the public areas of both
racecourses. Meanwhile, “Happy Wednesday” events at the races continued to draw attendance
to Happy Valley Racecourse, with different thematic events being held during the year including
Oktoberfest, Asian Pop, Wines, Magic and French Nights.

Horse race betting turnover reached a record high of HK$94,370 million, a 12.3% increase
on last year, as a result of these strategies and improvements to revitalise racing. Racing income
reached HK$4,118 million, higher than last year by HK$409 million, despite a slightly lower net
margin rate as a result of rebates and the progressive scale in betting duty assessment.

Football betting achieved another record high turnover of HK$50,606 million, growth of 7.0%
on last year, in the tenth year of its operation. New bet types, more matches offering in-play betting,
and an increase in the number of non-televised matches streamed on the Club’s websites were
instrumental in capturing higher turnover. Match results also continued to be in bookmakers’ favour
and betting income reached HK$4,206 million, a HK$265 million improvement on last year.

The Mark Six lottery turnover at HK$7,627 million was similar to last year’s, with an essentially
flat income at HK$458 million.

FINANCIAL HIGHLIGHTS
The 2012/13 and 2011/12 financial years contained 84 and 81 race meetings respectively, while
both racing seasons had 83 race meetings as they did not coincide with the financial years.

The Group’s total revenue in this financial year of HK$29,968 million was higher than the
HK$28,422 million in 2011/12 by 5.4%. After excluding the effect of one-off disposal income from
investment property from last year’s revenue base, the Group’s total revenue increase was 8.8%.
The increase was mainly attributable to higher turnover from the horse race and football betting
businesses, as well as football results which favoured the bookmakers.

The Group’s operating costs of HK$7,919 million were 7.8% or HK$573 million over last year.
The increase in operating costs was a result of higher employment costs, marketing expenses and
supplies and utilities, as well as depreciation of property, plant and equipment.

Global financial markets experienced another volatile year, shaken by uncertainty over the
direction of the Federal Reserve’s monetary policy and signs of cooling growth in emerging markets.
In the year under review, the Group was able to record a financial surplus (excluding surplus from
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the Contingency Fund) of HK$905 million, as compared with the HK$541 million surplus recorded
in 2011/12. The Group’s investment portfolio, while not immune to volatility in financial markets,
is globally diversified across different geographical regions and asset classes, making it less
susceptible to sudden movements arising from any particular region or investment.

The financial assets of both 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
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 across the globe with
the aim of achieving consistent returns with effective risk diversification.

The Group remains Hong Kong’s single largest taxpayer, with total tax payments (comprising
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betting duty, lottery duty and profits tax) of HK$17,641 million in 2012/13. These payments were
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 increased by
9.1% or HK$1,468 million.

The Group’s net surplus for the year, excluding surplus from the Contingency Fund, was
HK$4,198 million, 1.7% or HK$73 million lower than in 2011/12. After excluding the effect of
one-off disposal income from investment property from last year’s net surplus, the Group’s net
surplus increased by HK$810 million or 23.9%. Appropriations for charity purposes reached
HK$1,900 million, setting a record high and reflecting the Group’s continuing commitment
to charitable causes when financial resources are available. In 2012/13, the Trust approved
record high donations of HK$1,950 million to charitable organisations to fund capital projects and
agency subventions.

The Jockey Club Membership Services Limited Development Fund (HK$M)
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MEMBERSHIP SERVICES

Catering revenue in the current financial year amounted to HK$725 million, a 8.9% increase over
the previous year. The Jockey Club Membership Services Limited offered the best quality of food
and services at best value for its Members by continuously enhancing product offerings and
upgrading its catering facilities, as well as reducing its operating costs through direct sourcing
from suppliers and conducting periodic menu revisions.

A number of major cyclical refurbishment projects at the clubhouses were completed
to enhance customer satisfaction, such as the remodelling of Gallop Restaurant at Happy
Valley Clubhouse, and upgrades to the croquet lawn and outdoor playground at Beas River
Country Club.

Beijing Clubhouse continues to be one of the favourite venues for personal and business
gatherings in the capital among Members and their guests. This year marked its 5th Anniversary,
and since opening in 2008, nearly 10,000 Hong Kong Members and 800 Mainland Members in
total have visited and enjoyed its facilities and services.

The Jockey Club Membership Services Limited Development Fund, dedicated to improving
membership facilities and services, stood at HK$1,095 million, which included a HK$53 million
appropriation from The Jockey Club Membership Services Limited this year.



