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The Hong Kong Jockey Club (the “Club”) is a world-class racing club that acts continuously for
the betterment of our society. Through its integrated business model of world-class racing and
racecourse entertainment, membership club, responsible sports wagering and lottery, and charity
and community contribution, the Club generates economic and social value for the community.

The Club, together with its subsidiaries (collectively the “Group”), is Hong Kong’s largest single
taxpayer, contributing a record HK$23.3 billion in 2018/19. The Club allocates its surplus funds to
charitable and community projects via The Hong Kong Jockey Club Charities Trust (the “Trust”),
which is one of the world’s top ten providers of charity funding. In 2018/19, the Trust approved
HK$4.3 billion in donations to 294 charitable and community projects.

THE HONG KONG JOCKEY CLUB CHARITIES TRUST DONATIONS FROM
THE HONG KONG JOCKEY CLUB GROUP AND CHARITABLE DONATIONS (HK$M)
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GROUP STRUCTURE

The Club is a Hong Kong incorporated 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 Hong Kong Jockey
Club Membership Services Limited, another principal subsidiary, manages members’ social and
recreational facilities.

The Trust is a public charity and is primarily engaged in supporting charitable and community
projects in Hong Kong.

KEY RELATIONSHIPS

The Club has no shareholders and is governed by an elected Board of Stewards whose members
possess a wide cross-section of business and community experience and serve without
remuneration.
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In line with the Government’s policy of meeting public demand for gambling through a regulated
and responsible channel, the Club provides all on-course betting and has been authorised as Hong
Kong’s sole provider of off-course betting services on horse racing since 1973. It has been the
authorised operator of the Mark Six lottery since 1975. In 2003, to combat illegal betting on football
matches, it was further authorised by the Government to provide a regulated football betting service.
The Club’s betting licences are issued and overseen by the Home Affairs Bureau in consultation
with the Betting and Lotteries Commission.

In support of its commitment to promote responsible gambling, the Club engages with the
Government, police, gambling care agencies, customers, employees and international organisations
to establish measures to protect Hong Kong people from excessive and illegal gambling. In 2003,
the Club supported the Government’s establishment of the Ping Wo Fund, an independent body
which finances preventive and remedial measures to address gambling-related problems.

The Club’s wide-ranging role as Hong Kong’s largest provider of sporting and wagering entertainment,
major source of tax and charity funding, prestigious membership club and significant employer,
means that most individuals and organisations in Hong Kong can be considered as the Club’s
stakeholders. The major stakeholder groups include the Club’s customers, members, employees,
Government departments, local community bodies, the Legislative Council, District Councils and
the media. It also has extensive relationships with various governmental and non-governmental
bodies through its charity and community work.

Internationally the Club maintains wide-ranging industry connections through its membership of
the Asian Racing Federation (Chairman), International Federation of Horseracing Authorities (Vice-
Chairman, Asia), and World Lottery Association (Co-Vice President) amongst others. The Club also
hosts the Secretariat of the Asian Racing Federation. Through participation in these bodies, the
Club is able to shape international standards, policies and protocols for the benefit of the industry
and in support of its own business development.

OPERATIONAL REVIEW

This was the first full year of operation for The Hong Kong Jockey Club Conghua Racecourse
(CRC), the Club’s new world-class thoroughbred training centre located in the Conghua district of
Guangzhou, PRC. CRC functions as part of a dual-site model together with the Club’s Hong Kong
training centre at Sha Tin. This is facilitated by its location in the Mainland’s only large scale and
multi-purpose equine disease-free zone as well as by special arrangements for the cross-boundary
movement of horses to and from Hong Kong.

With nine trainers currently utilising Conghua, and another four to start using it before the start of the
2019/20 season, CRC has proven a great success. Indeed, as demonstrated by the exhibition race
day held on 23 March, which was attended by senior Mainland and Hong Kong SAR Government
officials, CRC has great potential to contribute to the development of the Greater Bay Area. In
this respect the Club fully supports the Outline Development Plan for the Guangdong-Hong Kong-
Macao Greater Bay Area, announced by the Central Government in February, which includes goals
for further developing equestrian sports and related industries through strengthening co-operation
between Hong Kong and the Mainland.

The strength and quality of Hong Kong racing was underlined at this year’s LONGINES Hong
Kong International Races, where, for the first time, Hong Kong horses swept to victory in all four
international Group 1 races. The winner of the LONGINES Hong Kong Mile, Beauty Generation,
was subsequently rated the joint best miler on turf in the world in the 2018 LONGINES World’s
Best Racehorse Rankings. He joined a total of 25 Hong Kong horses rated 115 above, with Hong
Kong once again having the highest number of horses in the rankings relative to the size of its horse
population. Meanwhile, 11 of Hong Kong’s 12 international Group 1 races featured amongst the
World’s Top 100 Group 1 Races.
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Hong Kong’s newest international raceday, FWD Champions Day, was likewise a great success,
attracting strong contenders from four overseas jurisdictions to compete in its three international
Group 1 contests.

Fundamental to Hong Kong’s world-class racing are Sha Tin and Happy Valley racecourses, where
the focus is on creating a unique social, sporting and entertainment experience. At Happy Valley this
includes themed racenight parties, which have made it one of Hong Kong’s top tourist attractions.
Both racecourses are undergoing a major revitalisation as part of a multi-year HK$7.0 billion
Racecourse Master Plan, with one new venue opening this season and more to open in 2019/20.
Overall racecourse attendance for the season was 2.2 million.

Equally fundamental to the Club’s success is the strength of its wagering and information technology,
where it is a world leader. This season saw further enhancements to digital products, with new
features added to the popular HKJC TV and Racing Touch applications. A rolling programme to
renovate Off-Course Betting Branches also continued, with five new-look branches opening at the
beginning of the season.

The high quality and integrity of the Club’s racing and the strong liquidity of its betting pools make
it increasingly attractive to overseas racing fans, with commingling turnover increasing by 13.5%
this season to HK$18.8 billion. In particular, this season the Club hosted its first commingled
pool on an overseas race meeting. The Ascot World Pool, offered in partnership with Ascot and
Totepool, saw a notable increase in turnover across the five days of Royal Ascot. With additional
partners in Denmark, Norway and Grenada joining, as of next season the Club will have more than
40 commingling partners in 14 countries and jurisdictions; all of which gives added impetus to Hong
Kong'’s position as the global hub for commingling.

The attractiveness of Hong Kong racing overseas is part of a growing trend towards globalisation
in sport. In Hong Kong this is manifest in the increasing popularity of simulcast racing, with fans
watching and wagering on some of the best overseas races, with turnover increasing by 14.6% this
season to HK$4.5 billion. At present, the Club has 23 simulcast days plus 10 individual races on
local race days.

Overall racing turnover this season, including commingling and simulcast wagering, was HK$124.8
billion. Betting duty contributed to the Government was HK$13.0 billion.

With the objective of combatting illegal and offshore bookmakers, and to prevent the siphoning of
money from the community, in 2003 the Government authorised the Club to provide wagering on
football. Since then the Club has become one of the world’s largest and most successful operators,
generating substantial tax and charity returns for the community.

This year the Club achieved another record football betting turnover of HK$114.1 billion, representing
an increase of 10.7% over last year. This generated HK$7.7 billion in betting duty to the Government,
with a similar amount returned to the Club.

What makes this possible is the Club’s ability to provide timely information through digital and
mobile channels as well as to meet customer demand for wagering on a wide range of football
leagues and tournaments, including, this year, the closing stages of the 2018 World Cup Finals.

Mark Six lottery turnover, at HK$8.4 billion, was up 4.3% on last year. It is worth noting that despite
the slight increase in turnover, the game format of the Mark Six has not changed significantly since
its introduction.
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The Club’s members, most especially its horse owning members, are integral to the Club’s success
and to carrying forward its commitment to the betterment of society. To serve the needs of current
and future members, a comprehensive development plan is in progress which aims to improve both
the portfolio of clubhouses and the overall membership experience.

Most notably, work is well-advanced on the New Clubhouse at Happy Valley, which together with
the existing Old Clubhouse forms The Hilltop in the Valley. Due to open in 2020, it will provide many
more dining, fitness and lifestyle opportunities.

The Trust approved a total of HK$4.3 billion in donations this year, slightly above last year’s record
high. The Trust continues to support a broad range of community needs, with a record 294 charitable
and community projects benefiting. In addition, the Trust has four specific areas of focus: youth; the
elderly; sports; and arts, culture and heritage.

One of the Trust’s largest projects, the restoration of the Central Police Station compound and its
revitalisation as Tai Kwun — Centre for Heritage and Arts, celebrated its first anniversary this year. In
its first year of operation Tai Kwun received over 3.4 million visits, making it the most visited heritage
site in Hong Kong. It has also been widely recognised as a model of heritage conservation and a
must-see visitor attraction.

This year also saw the second edition of the Philanthropy for Better Cities Forum. Inaugurated by
the Trust two years ago, it seeks to facilitate cross-sector collaboration and cultivate long-term
partnerships with a view to addressing the social issues facing 21st century cities, particularly in
Asia. Over 1,400 delegates and 67 distinguished speakers from around the world attended.

The Club is strongly committed to protecting the environment. In support of this, it is focusing
on reducing carbon emissions, improving energy efficiency and improving its management of
resources. The Club has invested in energy-efficient systems and IT solutions, notably to improve
the efficiency of cooling systems. The Club’s suppliers are expected to follow a set of sustainability
guidelines, while efforts have been made to enhance green awareness among employees. The
Club has established a waste reduction management plan, focusing on reducing consumption and
avoiding waste, with the most recent audit conducted in 2018/19. The Club has also incorporated
environmental protection features and devices into the new Conghua Racecourse. An environmental
committee has been established and staff are being trained to implement its environmental
management system. More details are provided in the environment section of this Annual Report.

The Club is licensed by the Government to provide betting services on horse racing, football
and the Mark Six lottery pursuant to the Betting Duty Ordinance. In doing so, the Club provides
a regulated channel to meet gambling demand, and works with the Government to promote
responsible gambling and to protect the public from the dangers of credit betting, illegal gambling
and associated crimes. Aside from implementing its own Responsible Gambling Policy, the Club
provides support to the Ping Wo Fund, which finances and co-ordinates preventive and remedial
measures to address gambling-related problems, as well as supporting public education initiatives.

The Club has an active responsible gambling education programme. This includes its Responsible
Awareness Week campaign, implemented in selected Off-Course Betting Branches in 2017 and this
year extended to another 40. Likewise, in the run-up to the 2019 Copa America Tournament, the
Club launched a citywide responsible gambling education and publicity campaign. More broadly,
the Club works with community partners to promote healthy lifestyles, with responsible gambling
being part of the overall message. This year, initiatives included the Family Volunteer Academy and
the Family Cinemography Contest, with participants creating audio-visual stories featuring positive
lifestyle and responsible gambling messages.
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The Club's support for responsible gambling is widely recognised. In 2011, it was granted Level
4 accreditation, the highest possible, under the Responsible Gambling Framework of the World
Lottery Association. In 2018, this was extended for the third consecutive period. The Club is the first
operator in Asia to achieve this three times in succession.

The Club is committed to preventing its operations from being used for money laundering and has
an Anti-money Laundering Policy and Framework, which makes reference to the internationally
recognised Financial Action Task Force recommendations and industry best practice.

The Club places great emphasis on developing an engaged and talented workforce. In doing so it
seeks not only to support its world-class operations but to create a positive working environment
where employees can grow, develop and flourish. In support of this, the Club launched a career
development conversation process this year. In addition, talent review and succession planning was
initiated with a view to identifying employees with leadership potential. Employees at all levels have
access to a wide range of competency-based training and development programmes and online
learning resources. In 2018/19, full-time and part-time employees received approximately 248,000
hours of training.

Employee health and well-being is very important to the Club. This year, as part of its family-friendly
policy, the Club extended leave entitlements for eligible staff taking marriage leave, paid maternity
leave and paternity leave, while two new types of leave were introduced for eligible employees
adopting a child and for those engaging in voluntary work in the community. Eligible employees can
also apply for compassionate leave in the event of the loss of grandparents or grandparents-in-law.

The Club has a longstanding Corporate Wellness Programme, which this year saw the launch of
iCareU@hkjc to promote mental health awareness. The Club’s Occupational Safety and Health
(OSH) management system, under the direction of its Corporate Safety Steering Committee,
regularly reviews policies and practices. In addition, employees receive OSH training as necessary.

To ensure open and two-way communication with employees, the Club utilises multiple channels,
including the employee intranet MyJC.com which was revamped and relaunched in August 2018.
The Club has also developed a comprehensive on-boarding programme to help new employees
learn about and integrate into the Club.

The Club is strongly committed to providing a positive working environment for all its employees.
This includes the provision of equal employment opportunities and ensuring that the workplace is
free of discrimination, harassment and victimisation. All employees receive a copy of the Club’s
Code of Conduct, which provides guidance on workplace behaviour and ethics. It also has an anti-
bribery policy aligned with the Prevention of Bribery Ordinance. As appropriate, staff receive training
in information security, data privacy, anti-corruption and anti-discrimination measures.
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FINANCIAL HIGHLIGHTS

The Group’s total revenue increased from HK$39,475 million in 2017/18 to HK$41,129 million
this financial year, representing a growth of 4.2%. The increase was mainly attributable to higher
amounts wagered from all three wagering businesses. Net margin and commission was HK$12,910
million, HK$646 million or 5.3% higher than in 2017/18, in line with the revenue increase.

Operating costs of HK$11,754 million were HK$922 million or 8.5% higher than last financial year,
primarily driven by an increase in depreciation following the completion of capital projects during
the year, as well as by higher staff costs and increases in prize money.

The Group continued to invest substantially in operating assets and new technology platforms to
meet growing public demand and to improve asset health. During the financial year, total capital
expenditures of the Group amounted to HK$2,873 million.

GROUP REVENUE AND OPERATING COSTS (HK$M)
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The Group’s operating surplus after taxation for the year, before investment returns, gain on sale
of properties and donations to the Trust, was HK$4,522 million, HK$275 million or 5.7% lower than
last year, mainly owing to higher depreciation as a result of the completion of capital projects over
the past year.

The Group’s and the Trust’'s income statements reflect mark-to-market gains/losses on financial
investments. The Group’s investment portfolio, while not immune to volatility in financial markets, is
globally diversified across different geographic regions and asset classes, making it less susceptible
to sudden movements arising from any particular region or investment. In spite of volatility in the
financial markets in the past year as a result of various geopolitical events, slowing global economic
growth and an uncertain global outlook, the Group recorded a positive investment return of HK$1,889
million in the current financial year compared with HK$3,407 million in the last financial year.
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The financial assets of the Club and the Trust are managed under a rigorous framework, with
oversight provided by the Club’s Investment Committee, which regularly reviews and approves
all investment policies. These assets are managed by the Club’s in-house team and external
professional fund managers. The portfolios managed by the in-house team are primarily for working
capital and liquidity, and are predominantly invested in bank deposits and debt securities in high
credit quality. The portfolios managed by external fund managers are mainly for long-term capital
growth, and are invested in an array of asset classes diversified globally with the objective of
achieving consistent returns in the long run with prudent risk diversification.

The Group maintains sufficient liquid investments, cash and deposits as well as credit facilities for
business needs. The Group also employs projected cash flow analysis to manage liquidity and
ensure that all due liabilities and known funding requirements can be met.

The Group continues to be Hong Kong’s single largest taxpayer, with total taxation (comprising
betting duty, lottery duty and profits tax) of HK$23,358 million in 2018/19. This was equivalent to
6.8% of the total taxes collected by the Inland Revenue Department during the year of assessment
2018/19. Due to higher amounts wagered and revenues, the Group’s total tax contributions during
the financial year increased by HK$712 million or 3.1% from last year.

TAX CONTRIBUTION (HK$M)
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The Group’s net surplus after taxation, excluding donations to the Trust, was HK$6,411 million,
HK$2,107 million or 24.7% lower than last financial year, mainly owing to a lower mark-to-market
gain from the investment portfolio.

The Group has adopted operating surplus after taxation for determining its donations to the Trust.
During 2018/19, the Group approved HK$4.3 billion in donations to the Trust, which represented
95% of the Group’s operating surplus after taxation during the year.





