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Surmounting challenges
to do what is 11

hen we started the 2008/09

season in a blaze of opti-

mism last summer, none of us

could have foreseen the global
economic meltdown that was lurking just
around the corner. The Hong Kong Jockey
Club, like business operators worldwide, was
by no means immune to its impact, and a year
that had promised to reach exciting new heights
turned out instead to be one of considerable
challenge.

Yet, in the final count, we can still look back on
an encouraging year in which much positive
progress was made on a number of different
fronts, thanks in no small part to the determi-
nation and “can do” spirit of our management
and employees.

We played a key role in Hong Kong’s staging
of the equestrian events of the Beijing 2008
Olympics and Paralympics, which attracted
worldwide attention and praise; our world-class
horse racing broke further new ground interna-
tionally; we made an important contribution to
preserving and creating jobs in Hong Kong ata
very difficult time; and perhaps most important
of all, we not only maintained our donations
to charitable and community projects, but
increased them to a record HK$1.37 billion.

All this happened despite some heavy pressure
on our bottom line results, with the Club’s

Perhaps most important
of all, we not only main-
tained our donations

to charitable and
community projects, but
increased them to a

record HK%1.37 billion.

)

share of gross margin falling by some 3.9% to
HK$6.37 billion, despite total turnover showing
only a marginal 0.14% fall to HK$108.36 billion.
It is significant that while our horse racing
operations recovered from a worrying early
dip to show only a small drop in turnover, and
football betting turnover actually recorded
a slight increase, our share of gross margin
declined in both cases.

More worrying still last season was a sharp fall
in our investment income, in common with all
global investors. As a result of these various
factors, our surplus after tax fell sharply from
HK$3.27 billion in 2007/08 to just HK$707
million last year, and we were only able to
make an appropriation of HK$500 million to
The Hong Kong Jockey Club Charities Trust,
compared with HK$1.78 billion in 2007/08.

In these circumstances, it would have been easy
to respond by cutting back on our charitable
commitments, but that would have meant
letting down our many hundreds of commu-
nity beneficiaries at just the time when they
needed our support the most. The Club has
a long tradition of standing by the people of
Hong Kong at times of challenge, and as a
not-for-profit organisation, is better placed
than most to respond in an anti-cyclical way.
Our Charities Trust has therefore increased
its donations by some 30%, which has meant
dipping into its reserves.



Clearly, however, we cannot allow
a situation of structural deficit to
prevail in the long term, and we
have to find ways of ensuring that
our business remains sustainable
and profitable over the years to
come - especially our core business
of horse racing, which underpins all
our contributions to Government
income and to the community, as
well as our status as one of Hong
Kong’s largest employers.

It was with this in mind that we
asked Government last year to
reconsider granting us five extra
racedays and an additional 20
overseas simulcast days per season.
This was not in fact a new request,
as it had been part of the original
package we put forward to Govern-
ment when proposing a reform of the horse
race betting duty structure four years ago.
However, these two elements were eventually
dropped from the package before the reforms
were put before the Legislative Council and
received approval in summer 2006.

With the economy sharply worsening, we
believed it was an appropriate time to request
that this part of the original package be imple-
mented, as it would help increase tax revenue
for the Government by some HK$500 million
as well as preserve and create over 4,000 much-
needed new jobs.

am pleased to report that our request

finally received Government’s approval

in early July, just after the season under

review ended. This means it will now be
possible to implement them for the coming
2009/10 racing season.

However, the number of additional simulcast
days was reduced from 20 to 15, which is barely
enough to cover those major international meet-
ings that have strong relevance and interest to
Hong Kong racing fans, and are most likely to
attract the attentions of illegal bookmakers.

Another disappointment was that our additional
request for Government to consider reducing
the horse race betting duty rate was rejected.
Besides helping us to combat illegal bookmakers
more effectively, a lowering of the betting

The Club was able
to contribute to the

nation’s pride in hosting
an outstandingly
successful Olympiad,

as well as give Hong
Kong residents a unique
opportunity to share the
Olympic experience.

duty would help us
keep more betting
dollars in Hong Kong
and preserve and
create employment,
which must be to
everyone’s benefit.

The rapidly growing
impact of Macau
and other gambling
destinations in the
region can no longer
be ignored. A recent
survey commis-
sioned by the Club
indicated that Hong
Kong citizens account
for some 40% of all
casino spending in
Macau, and lost more
than HK$20 billion at Macau’s casinos in 2008.
This is nearly double the HK$11 billion loss
estimated in a 2006 survey, and indeed now
matches Hong Kong’s total revenue (before
betting duty and tax) from horse racing, foot-
ball and the lottery, which reached HK$19.99
billion last season.

In the light of figures like these, it is some-
what disconcerting that the Club has to fight
off accusations of spreading gambling in the
community each time it makes even modest
proposals to stem the outflow. There is simply
no comparison between horse race betting,
which requires considerable skill and operates
only one or two days a week, and the games of
chance offered by casinos, which are available
around the clock, 365 days a year.

The Macau factor makes it all the more critical,
too, that we are able to continue investing in
our racecourse facilities and racing product,
so that Hong Kong can maintain its competi-
tive edge in the leisure market. Horse racing
is one of Hong Kong’s major tourism selling
points, and our high quality facilities can add
value to the important meetings, incentives,
conferences and exhibitions (MICE) sector,
in which Hong Kong has long been a major
international player.

It was the desire to help our city showcase its
strengths to the world that motivated us four
years ago to commit an unprecedented HK$1.2



billion to providing venues and supporting
facilities for the equestrian events of the Beijing
2008 Olympics and Paralympics, which took
place in August and September respectively.

I am proud to say that both events went off
superbly, earning many plaudits for Hong
Kong from competitors, officials and visiting
equestrian professionals. By delivering “best
ever” facilities in record time, the Club was able
to contribute to the nation’s pride in hosting an
outstandingly successful Olympiad, as well as
give Hong Kong residents a unique opportunity
to share the Olympic experience.

Staging the Olympic and Paralympic equestrian
events also gave rise to a new spirit of volun-
teerism and sporting interest that I believe will
stay with Hong Kong for many years to come.
Certainly it is the Club’s intention to foster and
preserve the Olympic legacy. We have already
put a number of legacy items on display in
Penfold Park, as the prelude to establishing
a future Hong Kong Olympic Museum, and
we are continuing to support the Hong Kong
Equestrian Team in their bid to qualify for
the 2010 Asian Games and World Equestrian
Games, and hopefully the 2012 Olympics.

In addition, we are funding a new Hong Kong
Jockey Club Junior Equestrian Team with the aim
of identifying riding talent at an early age and
providing these young riders with professional
training and competition opportunities.

In our charitable donations over the past year,
we have put a strong focus on youth issues and
sports, which we believe to be especially impor-
tant for Hong Kong’s long-term development,
while ensuring that other important community
needs continue to be comprehensively met.

One project of particular interest is P.A.T.H.S. to
Adulthood: A Jockey Club Youth Enhancement
Scheme, which we proactively launched in 2005
in collaboration with the Education Bureau,
Social Welfare Department and a research
team of experts from five local universities.
It aims to help junior secondary students
develop in a holistic way by instilling posi-
tive beliefs and values, enhancing their self-
confidence and strengthening their sense of
responsibility during the crucial formative
years of early adolescence.

The project has proved outstandingly successful
with nearly 50 per cent of all secondary schools
in Hong Kong now teaching P.A.T.H.S. modules,
over 100,000 junior secondary students having
already benefited, and some 5,000 teachers and
school social workers having received training
on the programmes, which augurs well for the
future. We have therefore agreed to commit a
further HK$350 million to support the project’s
extension for a further three school years from
2009/10 to 2011/12.

During the year we have also approved funding
for the expansion of a number of outdoor
camp sites, to meet Hong Kong’s fast-growing
demand for outdoor recreational facilities. A
notable example is the HKFYG Jockey Club
Sai Kung Outdoor Training Camp run by The
Hong Kong Federation of Youth Groups. Our
HK$133 million grant, the third since 1986, will
enable its residential capacity to be doubled and
several new facilities added, benefiting up to
150,000 young people a year. The construction
work is also creating some 650 jobs.

On the sports development front, we have
committed HK$40 million to support Hong
Kong’s hosting of the 2009 East Asian Games
in December as Principal Contributor, and
also made it possible for Hong Kong to host the
2009 Asia and South Pacific Boccia Champion-
ships at short notice after the late withdrawal
of Malaysia. As the latter event is one of four
qualifying competitions for the Paralympic
Games, we hope through this donation to help
Hong Kong’s disabled athletes reach the 2012
Paralympics in London.

Outside the areas of youth and sport, we have
approved support for more than 90 other
projects this year, including dozens of smaller
projects in the areas of community services,
medical and health, education and training,
and recreation and culture. We also continue
to support a number of major, Club-initiated
projects that address Hong Kong’s long-term
challenges, notably the HK$250 million
Family Project we launched in 2007 to tackle
the problem of family discords and domestic
violence at source.

I am also pleased to report that the first four
Club-sponsored reconstruction projects in
earthquake-stricken areas of Sichuan are making
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good progress. In choosing the initial four
projects in the medical and education sectors,
we have put particular emphasis on helping
young people disabled in the earthquake to
be rehabilitated and build new lives, as well as
helping the province maintain its strong track
record in the national sporting arena.

verall, then, it has been another very

satisfying year, and as Chairman

of the Club, I am proud of what we

have been able to achieve in some-
times very challenging circumstances. I should
like to thank my fellow Stewards for their strong
support and pay tribute to the commitment and
dedication of all our managers and staff, who
have on many occasions freely given of their
time beyond the call of normal duty.

At this stage it is difficult to make accurate
predictions for what will happen in 2009/10;
there are some early signs of an economic
recovery, but equally there are many observers
who believe that a second wave of financial
turmoil is yet to come. Historical experience has
also shown that consumer spending cutbacks
often lag economic downturn by several
months, which could have significant impact
on our business and justifies our maintaining
a cautious approach at this stage. I remain
strongly optimistic, however, about the long-
term strengths of Hong Kong and Mainland
China in the international market place.

What is indisputable is that the coming year will
be the 125th Anniversary of the foundation of
The Hong Kong Jockey Club, an occasion that
we will mark with a wide-ranging programme
of special activities. I believe everyone in the
community can feel proud of the Club’s success
since 1884 in combining the provision of world-
class sporting and entertainment activities with
an unflinching commitment to the betterment
of Hong Kong.

JOHN C C CHAN
Chairman
23 July 2009
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