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The Trustees have pleasure in submitting their annual report and the audited financial
statements for the year ended 30 June 2010.

Principal activities

During the year, The Hong Kong Jockey Club Charities Trust (the “Trust”) was primarily
engaged in supporting charitable organisations and community projects in Hong Kong in
accordance with the Trust Deed.

Financial statements

The results of the Trust for the year are set out in the income statement on page 178. All
figures in the annual report and the audited financial statements are expressed in millions
of Hong Kong dollars unless otherwise stated.

Funds
Movements in funds of the Trust during the year are set out in note 7 to the financial
statements.

Donations
During the year, the Trust allocated HK$1,521 million for charitable purposes, as shown on
pages 107 to 114.

Trustees
The Trustees of the Trust are the twelve Stewards of The Hong Kong Jockey Club as listed
on page 4 of this annual report.

Management contracts
No contracts concerning the management and administration of the whole or any
substantial part of the business of the Trust were entered into or existed during the year.

Auditors
The financial statements have been audited by PricewaterhouseCoopers who retire and,
being eligible, offer themselves for re-appointment.

This report is prepared in accordance with a resolution of the Trustees and is signed for and
on behalf of the Trustees.

John C C Chan
Chairman
23 July 2010



Independent Auditor’s Report
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To the Trustees of The Hong Kong Jockey Club Charities Trust
(established in Hong Kong)

We have audited the financial statements of The Hong Kong Jockey Club Charities Trust (the
“Trust”) set out on pages 178 to 196, which comprise the statement of financial position as
at 30 June 2010, and the income statement, the statement of comprehensive income, the
statement of changes in funds and the statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory notes.

Trustees’ responsibility for the financial statements

The Trustees are responsible for the preparation and the true and fair presentation of these
financial statements in accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants, and The Hong Kong Jockey Club
Charities Trust Deed. This responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit
and to report our opinion solely to you, as a body, in accordance with The Hong Kong
Jockey Club Charities Trust Deed and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued
by the Hong Kong Institute of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance as to whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and true and fair
presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the Trustees, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the state of affairs of the
Trust as at 30 June 2010 and of its surplus and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 23 July 2010
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Income Statement

W fik

BEAA=THLEE for the year ended 30 June &R E & Capital Fund  #5 & < Allocations Fund 48 28 Total
BEBT in HK$ million 2010 2009 2010 2009 2010 2009
REEEEREEH Appropriation from The Hong
Kong Jockey Club Group 400 — 1,100 500 1,500 500
HERENRELS (BE): Surplus/(deficit)
on sale of investments:
o DRtA—HB®IAMEM o realisation of amounts
(F518) BE#rER previously recognised
in revaluation reserve
at 1 July (211) (281) (359) 13 (570) (268)
o KREEFELNEE e amount arising in current year 325 (1,986) 380 (197) 705 (2,183)
114 (2,267) 21 (184) 135 (2,451)
REMEBRE Dividend income from
Wiz —Em investments — listed 223 167 1 12 234 179
BREFFS Interest income from
B g 2 investments
—Em — listed 138 81 49 43 187 124
—¥Etm — unlisted 75 47 36 b6 11 103
F3 A Bz Interest income from deposits 1 15 7 20 8 35
TS/ I AEMNFRES Net gains of derivative
financial instruments 227 49 107 43 334 92
BRAFEEZBERVEREN Net gains of financial assets at
BBEENFE RS fair value through profit or loss - — 1 - 1 —
BARELERER Forfeited dividends and refunds — — 51 53 51 53
EIRE A Management expenses — — (40) (37) (40) (37)
ZESEMWER Inter-fund transfer — (500) — 500 — —
BRBEERBREET SRR Surplus/(deficit) before allocation
Bty (EE) to charitable organisations and
community projects 1,178 (2,408) 1,343 1,006 2,521 (1,402)
e 2R B Y B AR R Previous allocations not utilised - — 73 130 73 130
BATFRERBERLETE Allocation to charitable
organisations and
community projects — — (1,521) (1,368) (1,521) (1,368)
BAESHWBHERS (BE) Net surplus/(deficit) transferred
to Funds 1178 (2,408) (105) (232) 1,073 (2,640)
ESFH4ER Funds balance at the beginning
of the year 15,131 17,539 1,639 1,871 16,770 19,410
HeFRER Funds balance at the end of the
year 16,309 15,131 1,534 1,639 17,843 16,770




Statement of Comprehensive Income

AL &S

BEANB=1THILEE for the year ended 30 June & A E £ Capital Fund £ 7k E £ Allocations Fund 44 {& Total
BEBT in HK$ million 2010 2009 2010 2009 2010 2009
BAESHFEHAL (BB Net surplus/(deficit)
transferred to Funds 1,178 (2,408) (105) (232) 1,073 (2,640)
Ht 2 mE k= Other comprehensive income
AREENKERE Available-for-sale financial
assets
RESHBE(FB) Surplus/(deficit) on
revaluation of investments 878 (1,128) (36) (379) 842 (1,507)
EFSEBANGEERN Realised losses /(gains)
BHEE (W) reclassified to income
statement 211 281 359 (13) 570 268
AEERBEEMEEWE -  Other comprehensive income/
(B18) (loss) for the year, net of tax 1,089 (847) 323 (392) 1,412 (1,239)
AEEREKRE(FE)E5HE Total comprehensive income/
(loss) for the year 2,267 (3,255) 218 (624) 2,485 (3,879)
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Statement of Financial Position

BBk DL

~A=+H at 30 June &R E & Capital Fund # 5 & < Allocations Fund 48 28 Total
BEBT in HK$ million fft = Note 2010 2009 2010 2009 2010 2009
FREBEE Non-current assets
REIRE Long-term investments 4 16,228 14,292 — — 16,228 14,292
mENEE Current assets
ALEWZEZ=EENKRE Investments held to fund
charitable projects 5 - — 4,898 4,611 4,898 4,611
ERREWTE Loans and receivables - 1 48 71 48 72
ZES ZEMEWIRR Inter-fund receivable - — — 332 - 332
SR IEEE N Short-term deposits 6 — — 2,272 1,293 2,272 1,293
BITER Bank balances - — 3 3 3 3
— 1 7,221 6,310 7,221 6,311
mEEE Current liabilities
M E AR Allocations awaiting payment - = (5,751) (5,0567) (5,751) (5,057)
ZSEHSCEMENERER Inter-fund payable - (332) — — - (332)
H At FE S FRIB Other payables = — — (1) — (1)
— (332) (5,751) (5,058) (5,751) (5,390)
TE (BB BERE Net current (liabilities)/assets — (331) 1,470 1,252 1,470 921
16,228 13,961 1,470 1,252 17,698 15,213
HE Funds 7 16,228 13,961 1,470 1,252 17,698 15,218
HEFEA John C C Chan
PR 182 T Brian Stevenson
i & Trustees



Statement of Changes in Funds

& E & Capital Fund £ 7t & € Allocations Fund 48 %5 Total
BEBT in HK$ million 2010 2009 2010 2009 2010 2009
BHEtBE-—HIEWESHEE Total funds at 1 July 13,961 17,216 1,252 1,876 15,213 19,092
REEZHEWE (E5E) B Total comprehensive income/
(loss) for the year 2,267 (3,255) 218 (624) 2,485 (3,879)
BEAA=THLENESHE Total funds at 30 June 16,228 13,961 1,470 1,252 17,698 15,213
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Statement of Cash Flows

Blaimk

BEARB=+THLFE

for the year ended 30 June

BEEAT in HK$ million 2010 2009
=E ) Operating activities
BAREBEERER Forfeited dividends and refunds 51 53
BREEEEESEE Appropriation from The Hong Kong Jockey Club Group 1,500 500
TR TEERBERTEFT S Payments to charitable organisations and community projects (754) (719)
BEEAEESSSEAKIE Amount received from The Hong Kong Jockey Club Group 7 891
BEESZMNARSBEAREER Loan repayment from/(made to) The Jockey Club Kau Sai Chau
AEFBER(FIEER) Public Golf Course Limited 10 (8)
EEER Management expenses (40) (37)
BETHWERESARA Net cash inflow from operating activities 774 680
REEE Investing activities
2 W EF 2 Interest received 312 268
2 W ELRR 2 Dividends received 234 179
BEHHENKERE Purchase of available-for-sale financial assets (22,765) (21,274)
HETHHEMKEE Sale of available-for-sale financial assets 22,054 19,247
BERAFEEEZRIEZYIRMWE K ERE Purchase of financial assets at fair value through profit or loss (114) —
HERANFEEEBIBREVENIKEEE Sale of financial assets at fair value through profit or loss 77 =
HTE SR T BRYCEERE Net receipt for derivative financial instruments 396 96
REZHNFERERACRE) Net cash inflow/(outflow) from investing activities 194 (1,484)
B4 RESEEYIEM CHD) Net increase/(decrease) in cash and cash equivalents 968 (804)
FENBEERRELZEEY Cash and cash equivalents at the beginning of the year 1,296 2,136
Rk (EE) Exchange gains/(losses) 11 (36)
FERESRRESEEY Cash and cash equivalents at the end of the year 2,275 1,296
HeERBSEBEWEFTIW Analysis of the balances of cash and cash equivalents
BEHER Short-term deposits 2,272 1,293
RITFER Bank balances 3 3
2,275 1,296




Notes to the Financial Statements
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1. General information
The Trust is primarily engaged in supporting charitable organisations and community
projects in Hong Kong in accordance with the Trust Deed.
The Trust is established in Hong Kong. The address of its registered office is 1 Sports
Road, Happy Valley, Hong Kong.
The financial statements are presented in millions of Hong Kong dollars (HK$ million).
The financial statements on pages 178 to 196 were approved by the Trustees on 23 July
2010.

2. Principal accounting policies

The principal accounting policies applied in the preparation of these financial statements
are set out below. These policies have been consistently applied to all the years presented,
unless otherwise stated.

2.1 Basis of preparation

The financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRS”), which include all applicable individual HKFRS, Hong Kong
Accounting Standards (“HKAS”) and interpretations issued by the Hong Kong Institute of
Certified Public Accountants.

The financial statements have been prepared under the historical cost convention, as
modified by the revaluation of available-for-sale financial assets, financial assets and
financial liabilities at fair value through profit or loss, and derivative financial instruments
which are carried at fair value.

The preparation of financial statements in conformity with HKFRS requires the use of
certain critical accounting estimates. It also requires management to exercise its judgement
in the process of applying the Trust’s accounting policies. The areas involving a higher
degree of judgement or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in note 3.

(a) Revised standard and amendments that are relevant to the Trust’s operations and are
effective for the current accounting period

HKAS 1 (Revised) 'Presentation of financial statements’. The revised standard prohibits the
presentation of items of income and expenses (that is, ‘'non-owner changes in equity’) in the
statement of changes in equity, requiring ‘non-owner changes in equity’ to be presented
separately from owner changes in equity in a statement of comprehensive income. As a
result, the Trust presents in the statement of changes in funds all owner changes in equity,
whereas all non-owner changes in equity are presented in the statement of comprehensive
income. Entities can choose whether to present one performance statement (a statement of
comprehensive income) or two statements (an income statement and a statement of
comprehensive income). The Trust has elected to present two statements, an income
statement and a statement of comprehensive income. Comparative information has been
re-presented so that it is also in conformity with the revised standard.

HKFRS 7 (Amendments) ‘Improving disclosures about financial instruments’. The
amendments require enhanced disclosures about fair value measurement and liquidity risk
of financial instruments. In particular, the amendments require disclosure of fair value
measurement of financial instruments into a three-level hierarchy according to the extent to
which they are based on observable market data. In accordance with the transition
provisions, the comparative information for the newly required disclosures about the fair
value measurements has not been provided.

The Trust has adopted the above revised standard and amendments but there is no impact
on the financial statements, apart from certain presentational changes.
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Notes to the Financial Statements
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2. Principal accounting policies (Cont.)

2.1 Basis of preparation (Cont.)

(b) New standard and amendments that are relevant to the Trust’s operations but are not
yet effective

The following new standard and amendments have been published and are mandatory for
accounting periods beginning on or after 1 January 2010, but have not been early adopted
by the Trust:

HKASs (Amendments) Improvements to HKFRSs

HKFRS 9 Financial Instruments

The adoption of the above new standard and amendments will not have material financial
impact to the Trust other than the disclosure impact on the financial statements.

2.2 Funds

The Trust comprises two funds, the Capital Fund and the Allocations Fund. The Capital Fund
is held in the form of long-term investments with income reinvested for the future. The
Allocations Fund is invested in securities and short-term deposits, and is used for charitable
donations. Income to the Allocations Fund includes income from investments, interest
earned on deposits, appropriation from The Hong Kong Jockey Club (the “Club”) and its
subsidiaries, forfeited dividends and refunds, and transfers from the Capital Fund as
approved by the Trustees.

2.3 Long-term investments

Long-term investments are held for non-trading purpose and are stated at fair value at the
end of the reporting period. The accounting policy for the financial assets of the long-term
investments is stated in note 2.5 below.

2.4 Investments held to fund charitable projects

Investments held to fund charitable projects are held for non-trading purpose and are stated
at fair value at the end of reporting period. The accounting policy for the financial assets of
the investments held to fund charitable projects is stated in note 2.5 below.

2.5 Financial assets

The Trust classifies its financial assets in the following categories: available-for-sale financial
assets, derivative financial instruments, financial assets at fair value through profit or loss,
loans and receivables, and cash and cash equivalents. The classification depends on the
purpose for which the financial assets were acquired. Management determines the
classification of the financial assets at initial recognition and re-evaluates this designation at
every reporting date. Purchases and sales of financial assets are recognised on trade day —
the date on which the Trust commits to purchase or sell the assets. Financial assets are
derecognised when the rights to receive cash flows from the investments have expired or
have been transferred and the Trust has transferred substantially all risks and rewards of
ownership.
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2. Principal accounting policies (Cont.)

2.5 Financial assets (Cont.)

(a) Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this
category or not classified in any of the other categories. They comprise local and overseas
listed or unlisted equities, debt securities and/or alternative investments. They are initially
measured at fair value plus direct and incremental transaction costs and are subsequently
remeasured at fair value. Changes in fair value are recognised in other comprehensive
income and retained in the investment revaluation reserve until the assets are sold. On the
sale of these assets, the differences between the net sale proceeds and the carrying value
and the cumulative gains or losses previously recognised in other comprehensive income
are reclassified from investment revaluation reserve to “Surplus/deficit on sale of
investments”.

Alternative investments include investments in hedge funds, private equity funds and
private real estate funds. They follow the same accounting treatment as the equities and
debt securities. They do not have quoted market prices in an active market, their fair values
will be determined with reference to the values established by external fund managers
using valuation techniques.

(b) Derivative financial instruments

The Trust uses derivatives such as interest rate swaps or foreign exchange forward
contracts to manage its financial risks and to facilitate the implementation of its investment
strategies. Derivatives that do not qualify for hedge accounting under HKAS 39 are initially
recognised at fair value on the date derivative contracts are entered into and subsequently
re-measured at their fair value. Changes in fair value of the derivatives are recognised in the
income statement. Derivatives are carried in the statement of financial position as financial
assets when the fair value is positive and as liabilities when the fair value is negative.

(c) Financial assets at fair value through profit or loss

This category consists of notes with embedded derivatives and certain investments in
securities. The economic characteristics and risks of the embedded derivatives are not
closely linked to the underlying assets. The Trust designates these assets at fair value at
inception. Changes in the fair value of these assets are included in the income statement in
the period in which they arise. Upon disposal or repurchase, the difference between the net
sale proceeds or the net payment and the carrying value is included in the income
statement.

(d) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They are carried at amortised cost using
the effective interest method and are included in current assets, except for maturities
greater than 12 months after the end of the reporting period where these are classified as
non-current assets. The Trust’s loans and receivables comprise “Loans and receivables”
and “Inter-fund receivable” in the statement of financial position.
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Notes to the Financial Statements
Jo 75 e 2% P v

2. TEFBE @)

25 BB EE (#)

le) RERELZMEY
BERATEBYEEMSFERES RTENER
RERBHEA=ZEAIUTHEMERSRE
HIRE -

FRESEEE —E2HRIRTEREEER
Eﬁ%%ﬁ%ﬁéﬁﬂilﬁﬁiﬁﬁﬁﬂﬂﬁﬁﬁem;DHE°aeTE"
PTERUHEENRERS  FEATFTEES
BEXRAKEENERLSE SRRAE %?E
HKERNHBE BHAHHENYBEEFELSEE
B R BR —RBERARER D FEEN
ZH OREZYBEELAMERSRBEDNEM
BEBEFE —VYHRESGRBER I ERA
WHIBET - ERERAEZNRERET BRE
BETEEBREREE -

2.6 SR B
ERESHNIMBRRAMIINIER  HGUERS
EBENEITREBEREACHANEE (HEEE]D
AHE - ERESHBHRRUBIIR BLRA
WEEEH -
IEXGURZAERMRERSEER - Hb
WXEAEEENAZARBERER  EER AR
mRACUIIMHENEEREE  BU2HY
ROBHTERMEABT ABEASTANRER
N ETHEEMBEEENFEREE (FlHR
R)NABERE ABRAREEGRER -

27 WARR
FME WS UBERAE RSB AEEENE -
BREWERUWER S R FEESIR -

28 BARERERERK
$E‘<$F§/%§%QT§ CHRB - FRB LR EFEHHZW

ARBNE SR ERERELZEAR - BERK
Eﬁﬁ&iﬁ%mﬁﬁgﬁo
29 EREAL
MELPBBREAMS  EERESHEIEER

BEEHS -5 U85 - FTHHBREER
REBEARREN IRZ2TA FEEFETESE
BE-—FEHFES  ALS-—FNEABHEE
AT - BRHEBBATAREAARER

2. Principal accounting policies (Cont.)

2.5 Financial assets (Cont.)

(e) Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and other
short-term highly liquid investments with original maturities of three months or less.

The Trust assesses at the end of each reporting period whether there is objective
evidence that a financial asset is impaired. In the case of equity securities classified as
available-for-sale, a significant or prolonged decline in the fair value of the security below its
cost is considered as an indicator that the securities are impaired. If any such evidence
exists for available-for-sale financial assets, the cumulative loss — measured as the
difference between the acquisition cost and the current fair value, less any impairment loss
on that financial asset previously recognised in the income statement — is reclassified from
investment revaluation reserve to income. Impairment losses recognised in the income
statement on equity instruments are not reversed through the income statement.

2.6 Foreign currency translation

ltems included in the financial statements of the Trust are measured using the currency of
the primary economic environment in which the entity operates (the “functional currency”).
The Trust financial statements are presented in Hong Kong dollars, which is the Trust's
functional currency.

Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of foreign currency transactions are recognised directly
in the income statement. Assets and liabilities denominated in foreign currencies are
translated at the closing rate at the end of the reporting period. The differences arising from
translation are recognised in the income statement except for translation differences on
non-monetary items of available-for-sale financial assets, such as equities, which are
included in the investment revaluation reserve.

2.7 Revenue recognition
Interest income is recognised on a time-proportion basis using the effective interest
method. Dividend income is recognised when the right to receive payment is established.

2.8 Forfeited dividends and refunds

In accordance with The Hong Kong Jockey Club’s Betting Rules, dividends and refunds
which are not claimed within the specified period are deemed to be donated for charitable
purposes. These amounts are paid directly to the Trust.

2.9 Related party

For the purposes of these financial statements, a party is considered to be related to the
Trust if the Trust has the ability, directly or indirectly, to control the party or exercise
significant influence over the party in making financial and operating decisions, or vice
versa, or where the Trust and the party are subject to common control. Related parties may
be individuals or entities.
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3. Critical accounting estimates and judgements

In preparing the financial statements, management is required to exercise significant
judgements in the selection and application of accounting principles, including making
estimates and assumptions. The basis of valuation of financial instruments that are

impacted by judgements and uncertainties are disclosed in note 11.3.

4. REKE 4. Long-term investments
& 7 & ¢ Capital Fund
BEET in HK$ million 2010 2009
AHEENKERE Available-for-sale financial assets
% = Equities
EEBLM Listed in Hong Kong 3,259 3,421
EghLEm Listed overseas 5,420 5,293
8,679 8,714
BEES Debt securities
w8 Em Listed overseas 2,655 2,172
EEm Unlisted 1,764 1,433
4,419 3,605
FHEBRE-—FLm Alternative investments — unlisted 1,764 776
14,862 13,095
TS T A (KEEs) Derivative financial instruments (note 8) 19 50
HERENES Funds awaiting investment 825 433
TR Deposits 522 714
16,228 14,292

ERRSZREFRNNEFHERINEZSTI 2=
BA=Z(ZOONF BoZ=HLtL) - BEEE
ZRERNREEE EEATEEREE MA
IEFIHRUBNF(ZOONE : NF) °

The debt securities and deposits carried a weighted average effective interest rate of 3.63%
(2009: 3.77%). The carrying amounts of the debt securities and deposits approximated their

fair values and their weighted average maturity was 8 years (2009: 8 years).

2010 2009
RHBREBEUTIER.TE : Long-term investments are denominated
in the following currencies:

Epv USD 52% 50%
BT HKD 23% 25%
B & EUR 11% 11%

H JPY 5% 5%
W GBP 2% 3%
Hin g Other currencies 7% 6%
100% 100%
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5. AL EBEEHEMRE 5. Investments held to fund charitable projects
% ¥k & £ Allocations Fund
BEET in HK$ million 2010 2009
AHHENKEE Available-for-sale financial assets
% = Equities
EEBLM Listed in Hong Kong 273 249
1w/ ER Listed overseas 447 326
720 57/5
BEES Debt securities
ERBLD Listed in Hong Kong 85 83
w8t m Listed overseas 1,350 1,270
FLEmHm Unlisted 1,113 2,645
2,548 3,998
SERE—FLH Alternative investments — unlisted 1,504 —
4,772 4,573
BATEEEBRERYRNEBEEE Financial assets at fair value through profit or loss 37 —
TTE£R T A (FiEs) Derivative financial instruments (note 8) 15 41
HERENES Funds awaiting investment 74 77
ENHRERE Amounts payable for investment = (80)
4,898 4,611

BEBESNMEFHIERANE BES 2%  The debt securities carried a weighted average effective interest rate of 2.92% (2009: 3.82%).
“(ZOONF - BHZ=ZHNZ) - EHZEZHHK The carrying amounts of the debt securities approximated their fair values and their
IREEE HEAFEEHAE MEMEFHH  weighted average maturity was 6 years (2009: 6 years).

RAIBSNE(ZOONE : REF) °

2010 2009

ANEMZESEENREUTIEEITE : Investments held to fund charitable projects

are denominated in the following currencies:
Ep usSD 73% 80%
BT HKD 12% 6%
Bz EUR 9% 8%
R GBP 2% —
BT AUD 1% —
H JPY - 3%
Hin G Other currencies 3% 3%
100% 100%
6. HHIER 6. Short-term deposits

SHIF R WMELTHERIE, AE92 2228+t The weighted average effective interest rate on short-term deposits was 0.75% (2009:
F(ZOONEFE BHZ2EHH) EHHFEARMWE  0.50%). The carrying amounts of short-term deposits approximated their fair values and
HEE HEEAFEEAEAS MEMEFEHER their weighted average maturity was 22 days (2009: 51 days). The short-term deposits were
BA=Z+=-BH(ZOONhEFE: HE+—H) -%&H#1%F denominated in Hong Kong Dollar (“HKD") or United States Dollar (“USD").
MUBTTEETIHE -
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7. E& 7. Funds
EXES BRES
Capital Fund Allocations Fund
RESM® BRESMH
f#1E s
HE&48  Investment HE48 Investment
Fund revaluation FER:C) Fund revaluation Fk:C)
BEBT in HK$ million balance reserve Total balance reserve Total
—OONh&EtLtHA—H At 1 July 2009 15,131 (1,170) 13,961 1,639 (387) 1,252
EEeREE Transfer from income
statement 1,178 — 1,178 (105) — (105)
AHHENKEENEMGRER (HE) Surplus/(deficit) on revaluation
of available-for-sale financial
assets — 878 878 — (36) (36)
AHHENEEELERNEBREE Realised losses on disposal of
B EBAKRER available-for-sale financial
assets reclassified to income
statement — 211 211 — 359 359
— 1,089 1,089 — 323 323
—O—O0OFA~B=1H At 30 June 2010 16,309 (81) 16,228 1,534 (64) 1,470
—OONE+LtHA—H At 1 July 2008 17,539 (323) 17,216 1,871 5 1,876
ERE KRR Transfer from income
statement (2,408) — (2,408) (232) — (232)
AHEENKEENERER Deficit on revaluation of
available-for-sale financial
assets — (1,128) (1,128) — (379) (379)
AHHENBEEHERNE2REER (k&) Realised losses/(gains) on
BEFEBANGER disposal of available-for-sale
financial assets reclassified
to income statement — 281 281 — (13) (13)
— (847) (847) — (392) (392)
—OOh&ERNA=+H At 30 June 2009 15,131 (1,170) 13,961 1,639 (387) 1,252
8 fTEemMIRA 8. Derivative financial instruments
EXRES BRES
(M3 4) (MzED)
Capital Fund Allocations Fund
BEBT in HK$ million (note 4) (note 5)
REESFEN Forward contracts on bonds 17 =
RHNEESHN Foreign exchange forward contracts 9 8
HE Futures (10) 5
HfE Options (2) (2)
=H Swaps 5 4
—O—OF~ABA=1+H At 30 June 2010 19 15
RHEBEFEN Forward contracts on bonds 2 =
=HNEESN Foreign exchange forward contracts 46 41
HE Futures 9 _
—OONEARA=1H At 30 June 2009 50 41

189



190

Notes to the Financial Statements
Jo 75 e 2% P v

9. B
ERELERRMMEBREH ELLERH
BLIEE o
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11. BERBEER
11.1 BEEBREE
ERESHWERASESHFANTERR: &
SRE(EEEEAR BREESERABEMNERA
B) - ABEcEBREEERR FTESNEE
EREEE EhW LTS T UE NS
M BNRSEREKYETESCHERBNEE
TR - EREeFATEemI A UER
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ERESHNIENBEE BEER &%
RERAEMIERE AESEXIRBLEE
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EeEXNREESVER —REXZES
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B REMRBIRES  ABREREETTRR
W—Ho - EtESRESEESNERERE
HEBNESTEREIRIES  LETRERRE
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9. Taxation
No provision for taxation had been made because the Trust is exempt from Hong Kong
profits tax.

10. Related party transactions
The Trust is related to the Club and The Jockey Club Kau Sai Chau Public Golf Course
Limited (“KSCGC"”) as the Club’s Stewards are also the Trustees of the Trust and the
Directors of KSCGC.

The following transactions were carried out by the Trust with other related parties:

10.1 Management expenses

During the year, the Trust paid the Club management expenses of HK$40 million (2009:
HK$37 million) for administrative and support services provided by the Club and charged
this amount in the income statement.

10.2 Loan to KSCGC

At the end of the reporting period, included under the loans and receivables was HK$39
million (2009: HK$49 million) representing the balance of an interest-free, unsecured and
repayable on demand loan made by the Trust to KSCGC.

11. Financial risk management

11.1 Financial risk factors

The Trust's activities expose it to a variety of financial risks: market risk (including currency
risk, equity price risk and interest rate risk), liquidity risk and credit risk. The Trust’s overall
risk management programme focuses on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Trust's financial performance. The Trust uses
derivative financial instruments to manage and reduce certain risk exposures.

The Trust’s major financial assets include deposits, bonds, equities and other alternative
investments, which are managed by the Treasury Department of the Club and external
professional fund managers.

Risk management is carried out by the Treasury Department of the Club under
investment policies and risk management guidelines approved by the Club’s Finance and
General Purposes Committee. Investment constraints and guidelines form an integral part
of risk control. Fund-specific restrictions and guidelines are set according to the investment
objectives of each fund to control risks of the investments.



11. MERBRER (@) 11. Financial risk management (Cont.)
11.1 BEREEE(E) 11.1 Financial risk factors (Cont.)
(a) 7745 /E R (a) Market risk

(i) B
EMEBEERUIIEHENRERR SR
REXZHBFFEE Mol BEBENER -
ERESNEERBGTENZTHET
FHE o BTEERTHE  FIERB TR S
EBEH - ERESHNERAR TEEFE
BE HERRENREMEL °
TREMNEBHR  EBTLEEER
MEZERTIEDLLWIEEES E5  £H
B #ERGERTIENERLT  F5E
ESNBBHKRED B MMT :

(i) Currency risk
Currency risk is the risk of loss due to adverse movements in foreign exchange rates
relating to investments and transactions denominated in foreign currencies.

The Trust’s assets and liabilities are primarily denominated in USD or HKD. HKD is
pegged to USD, and thus foreign exchange exposure is considered as minimal. The
Trust’s currency exposure arises mainly from investments held in Euro (“EUR"),
Japanese Yen (“JPY"”) and Sterling Pound (“GBP”).

The following table indicates that at the end of the reporting period, if HKD had
strengthened/weakened against the currencies by the stated percentages, with all other
variables held constant, the Trust’s surplus would have decreased/increased as follows:

2010 2009
HERBA HERBA
HEEH B HEE2WEE
HEWRTI HEE HEEWIRTI 0
B2 LEWiEE Effect on B LEWiEE Effect on
WimEE surplus e HEEg deficit
If currency transferred If currency transferred
strengthened/  to Funds for strengthened/  to Funds for
BEAT in HK$ million weakened by the year weakened by the year
BE EUR 5% 23 5% a7
HE JPY 5% 22 5% 23
W GBP 5% 4 5% 9

(i) AR Z1EE Mm%
REEREREREEARZEERZ B M| HE
BHER - ARKRRERTH®R SSKRERE
MEETE ALEETESEAZERRER
BB - ELEREE VBT R AT AR
EMBEERT -

REFHR HEEHEEBEESETEWER
A THES2E EHMABTREERY
HEFETENERT  FEESBEEESR
HANKREEMER SETHEEREN
ATPEEZ2BMRL BN AEENEEE
T(ZOONF: REEMBERD MEMNE
BEtTHEE®RT) -

(ii) Equity price risk

Equity price risk is the risk of loss arising from changes in equity prices. The Trust is
exposed to equity price risk as the value of its equity investments will decline if equity
prices fall. These investments are classified as available-for-sale financial assets in the
statement of financial position.

At the end of the reporting period, if the prices of the respective equity instruments
had been 5% higher/lower, with all other variables held constant, the Trust’s investment
revaluation deficit included within the Funds would have decreased/increased by
HK$604 million (2009: HK$574 million decreased/increased on investment revaluation
deficit) as a result of the changes in fair value of available-for-sale investments.
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11. Financial risk management (Cont.)

11.1 Financial risk factors (Cont.)

(a) Market risk (Cont.)

(iii) Interest rate risk
Interest rate risk refers to the risk of loss arising from changes in market interest rates.
This can be further classified into fair value interest rate risk and cash flow interest rate
risk. Fair value interest rate risk is the risk that the value of a financial asset will fluctuate
because of changes in market interest rates. Cash flow interest rate risk is the risk that
future cash flows of a financial asset will fluctuate because of changes in market interest
rates. The Trust is exposed to both fair value and cash flow interest rate risks as the
Trust has significant investments that are interest bearing.

At the end of the reporting period, if there had been a general increase/decrease of

100 basis points in interest rates, with all other variables held constant, the Trust's
surplus for the year would have been HK$39 million higher/lower (2009: HK$37 million
lower/higher on deficit). The investment revaluation deficit included within the Funds
would have been approximately HK$253 million higher/lower (2009: HK$216 million
higher/lower on investment revaluation deficit) in response to the general increase/
decrease in interest rates.

The Trust controls and monitors market risk through strategic asset allocation and the
investment benchmarks set for the funds. Currency risk is contained by asset allocation
which overweighs HKD and USD denominated assets. Equity price risk is mitigated by
adopting benchmarks that are diversified globally, by sectors and by securities. Interest rate
risk is controlled through benchmark duration guidelines and by investing across a
spectrum of fixed and floating rate instruments.
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11. Financial risk management (Cont.)

11.1 Financial risk factors (Cont.)

(b) Liquidity risk

Liquidity risk refers to the risk that available funds may not be sufficient to meet obligations
as they fall due. In addition, the Trust may not be able to liquidate its financial assets at a
price close to fair value within a short period of time.

To ensure sufficient liquidity to meet liabilities and the ability to raise funds to meet
exceptional needs, the Trust maintains sufficient cash and marketable securities and invests
primarily in liquid financial markets and instruments.

The Trust also employs projected cash flow analysis to manage liquidity risk by
forecasting the amount of cash required and monitoring the working capital of the Trust to
ensure that all liabilities due and known funding requirements can be met.

The non-derivative financial liabilities and net-settled derivative financial liabilities of the
Trust as at 30 June are analysed into relevant maturity buckets based on their contractual
maturity dates. The amounts disclosed in the table below are the contractual undiscounted

BERAFEEELZEINTENBEE  9RBE  cash flows:
EHEBHBE PN EBBRARNMEL 2T
KRB ENRERAENRTERESRE .
2010
ZEBE—F
=@ARUT >3 months FN
BEART in HK$ million Up to 3 months to 1 year Total
FTEMBER Non-derivative financial liabilities
EEESE R £ Allocations awaiting payment 5,751 — 5,751
TETRECUFBEEELH) Derivatives (net-settled) 18 2 20
5,769 2 5,771
2009
ZERAE—F
SEARUT >3 months #Et
BEET in HK$ million Up to 3 months to 1 year Total
FELTEMKEE Non-derivative financial liabilities
SEESR R EN Allocations awaiting payment 5,057 — 5,057
ZESZEMNEMNFIE Inter-fund payable 332 — 332
H b fEF FRIE Other payables 1 — 1
TTETE (B ,?%EE/E& &) Derivatives (net-settled) 8 — 3
5,393 — 561888
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11. Financial risk management (Cont.)

11.1 Financial risk factors (Cont.)

(b) Liquidity risk (Cont.)

As at 30 June 2010, the maximum gross notional value of outstanding foreign exchange
forward contracts held by the Trust was HK$6,426 million (2009: HK$5,295 million). The
table below analyses the Trust’'s outstanding foreign exchange forward contracts as at 30
June 2010 and 2009 that would be settled on a gross basis into relevant maturity buckets
based on their remaining contractual maturity dates. The amounts disclosed in the table are
contractual undiscounted cash flows, which are different from the carrying amounts (i.e.
market values) in the Trust’s statement of financial position.

2010 2009
=@EA =@EA =@A =@A
HUT 2—F HUT 2—F
Upto3 >3 months wmat Upto3 >3 months @t
BEBT in HK$ million months to 1 year Total months to 1 year Total
RHIMESH Foreign exchange
forward contracts
i Outflows (6,391) (35) (6,426) (5,263) (32) (5,295)
A Inflows 6,410 33 6,443 5,266 30 5,296

(c) EEEE
HREEASRZHF RLBREIFIEIRE
REBETEETENEE BLhERESER
EFEERR - FERABREIZERAGEEESNSF
FEBBSRITERS °
ERECEREREREIZHFRDAR
8 W REFERETAGERERT  ORE T
ENEERR FREEREXZHFNEEFN
ERBBEIMEECEERE RMEHESS
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(c) Credit risk

The Trust is exposed to credit risk since a borrower or a counterparty may not be able or
willing to perform its contractual obligations in full when due. It arises mainly from the
Trust’s deposit placements, debt securities and derivative transactions.

The Trust limits its exposure to credit risk by rigorously selecting the counterparties and
by diversification and deposits are only placed with reputable banks. Credit limits are
established to control the overall exposure to each authorised counterparty based on its
credit ratings and financial strength. Counterparty credit exposures are measured according
to the risk nature of financial products involved in the transaction. As at 30 June 2010, the
Trust’s maximum exposure to the credit risk of financial assets as defined in note 2.5
approximated their carrying amounts in the statement of financial position.

11.2 Capital risk management
The Trust’s objectives when managing capital are to safeguard the Trust’'s ability to
continue as a going concern in order to
— be a major benefactor of public and community services through charitable contribution;
and
— support the Trust's stability and growth.
The Trust monitors its capital which is same as the Funds shown in its statement of
financial position to ensure an appropriate level of return is made to the community in the
form of donations.
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11. Financial risk management (Cont.)

11.3 Fair value estimation

HKFRS 7 requires disclosure for financial instruments that are measured at fair value by

level of the following fair value measurement hierarchy, which is categorised based on the

lowest level of input that is significant to that fair value measurement.

Level 1: fair values measured using quoted prices (unadjusted) in active markets for
identical financial instruments.

Level 2: fair values measured using quoted prices in active markets for similar financial
instruments, or using valuation techniques in which all significant inputs are
directly or indirectly based on observable market data.

Level 3: fair values measured using valuation techniques in which any significant input is
not based on observable market data.

A market is regarded as active if quoted prices are readily and regularly available from
an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and
those prices represent actual and regularly occurring market transactions on an arm'’s
length basis.

The following table presents the Trust’s assets that were measured at fair value as at 30
June 2010:

BEENETRESEE -
& 7~ & % Capital Fund
#R% A1 R B2 #R B3 et
BEBT in HK$ million Level 1 Level 2 Level 3 Total
BE Assets
RERE Long-term investments
RHETKERE Available-for-sale financial assets
BRE Equities 8,679 — — 8,679
B E S Debt securities — 4,419 — 4,419
SHEEE Alternative investments — — 1,764 1,764
fTESRMITA Derivative financial instruments (10) 29 — 19
8,669 4,448 1,764 14,881
# & £ Allocations Fund
2R A1 2% Bl 2 53 #Et
BEBT in HK$ million Level 1 Level 2 Level 3 Total
EE Assets
AUEBZEEENRE Investments held to fund charitable
projects
AHEERKEE Available-for-sale financial assets
v Equities 720 — — 720
BEES Debt securities — 2,548 — 2,548
SERE Alternative investments — — 1,604 1,504
RAFEEEBBEZIERNMBEE Financial assets at fair value through
profit or loss — 37 — 37
fTEEmIT A Derivative financial instruments 5 10 — 15
725 2,595 1,504 4,824

FAN o RBINERFN2Z2EIWES RER -

During the year, there were no significant transfers between Level 1 and Level 2.
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11. Financial risk management (Cont.)

11.3 Fair value estimation (Cont.)

The movements of the balance of financial assets and financial liabilities measured at fair

value based on Level 3 were as follows:

BRES
EARES Allocations FER
BHEBT in HK$ million Capital Fund Fund Total
B 45 64 Opening balance 776 — 776
EEEWEREIANKERSEBAE Total gains and losses recognised in
Statement of comprehensive income (14) (79) (93)
- DN Purchases 1,002 1,583 2,585
AR R Closing balance 1,764 1,504 3,268

FRFARBRIIERMRER AUEBZEEE
BMRERS (BB WREREEEAE

Total gains or losses for the year included
in income statement and presented in
surplus/(deficit) from long-term
investments and investments held to
fund charitable projects

SEHRMAFANEERBENFRNTF ARERIL I
ERBRERAUEHREEBNRERES
(B518) A 25 R R 48 3R

Total gains or losses for the year included
in income statement for assets and
liabilities held at the end of the reporting
period and presented in surplus/(deficit)
from long-term investments and
investments held to fund charitable
projects

12. LEBHF
RERBRAETUBRHEFTETFTERIE -E
FAoBLREBRET TEZECETESLFE
NAFENEEDERS -

12. Comparative figures

Certain comparative figures have been reclassified in the statement of cash flows. This
reclassification has no impact on the results or equity for the prior year and current year.





