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CHAIRMAN'S
STATEMENT

The passing of former Chairmen Sir Oswald Cheung
and Alan Li Fook-sum, two giants of racing,
dampened what was a momentous year for the
Club. Their contributions to racing and to the Club
will ensure their rightful place in the history of the
Club. For me it was a huge personal loss.

he Government’s decision in late 2002 to

nominate the Club as the sole licensed

operator of regulated football betting was

undoubtedly appropriate, given our experience
and expertise, and this came to fruition when the
necessary legislative framework was passed into law
in July 2003. The licence issued to the Club carries
with it the task of implementing the Government’s
policy of combating illegal gambling on football.
We are fully aware of this heavy responsibility,
particularly as we realise Government’s decision was
supported by a great majority of, but not the entire,
community. Whilst we respect those who do not
support regulated gambling, I urge them to reflect
on the fact that gambling is undeniably in our
midst, with illegal operators both within Hong Kong
and offshore, none of whom make any contribution
to our community.

Football betting is an entirely new venture for the
Club, involving risk management, trading operations,
staff recruitment and training and the gradual
introduction of different bet types. I am happy and
proud to report that with the dedication and hard
work of thousands of long-serving and new frontline
staff as well as our small management team, our first
eleven months of operation have been smooth and
successful. Football betting turnover totalled
HK$16.1 billion, contributing more than HK$1.73
billion in betting duty and profits tax to the
Government and an allocation of HK$300 million
to the Charities Trust. And all this whilst we were
constantly and diligently upholding our Responsible
Gambling Policy.

Another milestone this year was the 30th
anniversary of our Off-Course Betting branches,
which were opened to combat illegal betting on

racing and the numbers game “chi fa”. Today these
branches offer betting services on horse racing, the
Mark Six lottery and football. Evolving customer
tastes and expectations call for continuous
improvements in décor, technology advances and
service. To ensure the Club’s continuous leadership
in sports and entertainment, capital expenditure is
necessary. One landmark capital project is the new
parade ring at our Sha Tin Racecourse, scheduled
to open in November 2004, 26 years after Sha Tin
opened its doors to racing. Members, their families
and guests have likewise grown accustomed to the
exceptional service and facilities offered by our
Clubhouses. These services have contributed to the
Club’s global reputation for excellence and we will
continue to work hard to maintain that high standard.

The successes of Hong Kong horses in the 2003
Hong Kong International Races, with two wins
and three places, proved that the record-breaking
success of the 2002 Hong Kong International
Races was not accidental. Hong Kong horses,
notably Silent Witness, have captured the public’s
imagination. Silent Witness won December’s Hong
Kong Sprint in spectacular fashion, and his 11th
consecutive win in the April 2004 Chairman’s
Sprint Prize made Hong Kong history, breaking
Co-Tack’s 20-year-old record. He has gone on to
achieve another Hong Kong first, being our first
horse to achieve outright world champion status as
the world’s highest-ranked sprinter. What makes
Silent Witnesss record even more remarkable is that
he remains undefeated. Lucky Owners was another
notable success, winning December’s Hong Kong
Mile against an international field and the
Mercedes-Benz Hong Kong Derby against Hong
Kong’s best four-year-olds. He has retired to begin



a second career as a stallion in Australia and we wish
his connections every success.

As the institution entrusted with the responsibility
of combating illegal gambling it is incumbent on us
to ensure that we are properly equipped to do our
job. This means constant vigilance in upgrading our
service and technology as well as maintaining our
cost effectiveness. We believe we have lived up to this
responsibility. However, we very much need the
support of the Government and the community if
we are to continue in our mission. Between 1996/
1997 and 2003/2004, racing turnover dropped from
HK$92 billion to HK$65 billion. The annual cost
of conducting racing stands at about HK$2.6 billion
for the Club whilst it costs owners some HK$700
million. Yet our average commission is just 5.4%.
Given the rate of turnover decline, we have real
concerns over the long-term ability of the Club to
sustain operations. In the long-term therefore,
support for charities and the community may be
placed in jeopardy and the Club’s average allocation
of HK$1 billion per year may well fall on the shoulders
of the Government. It is certainly not a scenario we
would like to see, and that is why we have been
examining and comparing the Hong Kong model
against reforms in other racing jurisdictions.

The findings are startling. First, the average
betting duty of 13.5% in Hong Kong ranks as one of
the highest in the world. Second, a change from
betting duty levied on turnover to a tax levied on
gross profit (which already applies to our football
betting operation) would be a win-win situation for
all — bettors, Government, charities and the Club.
Another significant benefit of such a change would
be that illegal bookmakers, whose low overheads
enable them to offer substantial discounts, would be
seriously disadvantaged as the Club would be far
more competitive. Before I leave this issue, I believe
it is equally important to remind ourselves that
competition comes in many legal forms, as well.
Some examples are the new casinos in the Macau
SAR, betting exchanges and the setting up of casinos
and bookmaking operations in neighbouring
countries, all of which are for-profit and commercial

enterprises, yet rarely have the same operating
constraints as those placed upon us.

It is therefore clear that standing still is not an
option. Urgent action is needed to address the
pressing issue of betting duty reform.

n December, we were sad to lose two of Hong

Kong racing’s most respected figures, both

great contributors to the Club. Aside from his

enormous contribution to Hong Kong as its
first Chinese QC and as an honourable member of
the Executive and Legislative Councils, Sir Oswald
Cheung was a passionate racing enthusiast. As a
Steward and later Chairman from 1986 to 1989,
he played a pivotal role in the development of
modern racing and furthering the Club’s social
mission. Alan Li, a Steward for 16 years and my
immediate predecessor as Chairman, made invaluable
contributions to the sport and played a major role
in developing international-class racing. Our rapid
ascent in the International Classifications is testament
to his vision and determination to bring the finest
sporting entertainment to Hong Kong.

During the year we were pleased to welcome
Dr Donald Li Kwok-tung to the Board of Stewards.
I would also like to express the Board’s thanks to
Mr Larry Yung Chi-kin who, due to heavy
commitments, has decided not to offer himself for
re-election this year. Larry has accepted the Board’s
invitation to become an Honorary Steward and I
look forward to his continuing to make his mark as
one of Hong Kong’s foremost racehorse owners.

In closing, I would like to thank our staff for
continuing to work hard to improve productivity
and for accepting additional sacrifices over the past
year, including across-the-board pay cuts. I am most
thankful and grateful to my fellow Stewards, Voting
Members, Members, and above all to management
and staff for their unwavering support of the
Club’s mission.

Ronald Arculli Chairman
16th July 2004
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