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The Trustees have pleasure in submitting their annual report and the audited financial statements
for the year ended 30 June 2009.

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 and expenditure account 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$ 1,368 million for charitable purposes, as shown on pages
116 to 122.

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.

Dr Rita Fan Hsu Lai Tai was appointed as a Trustee on 4 September 2008 to replace Mr Robert
C Kwok.

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 2009



INDEPENDENT AUDITOR’S REPORT &\ & k&

BEEESFREETELERA
(REERT)

AeHmOATEHEBIEM) e EFXINERE
—BEt\EE-BAT-EEBESEZEGETE
% ([EREES]) WHBHRER - LEMBHRREER
AEE-_OONFARA=THNEERARBR - UKRE
EZHLFENRRER ESEPHRRBASRER
DR EESTRERMER A MHEEEE o

Eﬁﬁ%kﬁ%ﬁﬁ%ﬁﬁﬁ%%%&

SR ASEMNE B
ﬁﬁ%&@&ﬁ%%%%%%%ﬁ%ﬁ%ﬁﬁ@&ﬁ
B QPSR S BEHRE - EEIEBIERE
Bie R R ERNEEN AT ibIHRMEHRTAE
BRI RIS - ERI B IRR AR R RME
BWERERRL  RENEAEENSEEE U
RZERELSBNEE G

BT BT
EMNEERBERMNEZH L EHBHRRMEL
ER IRBREAEFEAEFRESZVENES
FREARE - BRI ZINAIREBIEEME K - BFIF
BERABMEN AR A EFNEMA L E ESAEEM
E e
EMERBEERBSTMASEMGNEBETEL
ETER - BLERZREMBTERSRL » WHRE
RETER  UEERERSMBERRES I FEE
AT RFEFRBRAL
ERSRITREFUEBREEVERRAREHE
RIRBERNELERE © FTEENRZFIURIMZEED
HHE - BETHE R R R MBI BREE
BERERRAMB AR - IR LSRR - ZEED
%J““Eﬁyn"fgéfi&ﬁ 5 APt SRR R A
BRAENES - URETEENERRF - BIWF[H
1EE§$B’JWEBE%JB’J,& REERRER - BRI EE
BESEEAMRANSHEERNSBERAEST
fRETEEMN - UARFHEMBRERNEEIHRAR -
HMERE  RMAESHEZEERRNEE
REMNBLSREMER -

=R

BMRA  ZEMBRKRERES BMBEREENE
EMA T RMREFAEER=ZOONFESRA=1THH
ERNRRARBZEZALFENEERESRE °

RERBUKES R EIE R
HIEEETE
BB ZOONFLA=+=H

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 192, which comprise the balance sheet as at 30 June 2009, and
the income and expenditure account, statement of changes in funds and cash flow statement
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 2009 and of its deficit and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 23 July 2009



INCOME AND EXPENDITURE ACCOUNT Uz %

BEANA=TALEE for the year ended 30 June BARES Capital Fund R E£ Allocations Fund #%8 Total
BEET in HK$ million Kz Note 2009 2008 2009 2008 2009 2008
BRERBEESEE Appropriation from
The Hong Kong
Jockey Club Group - 900 500 880 500 1,780
HEREW (B18)/ B (Deficit)/surplus on
sale of investments:
- ERtHA—BERH . realisation of amounts
B (BR)/ BHEE previously recognised
in revaluation
reserve at 1 July (281) 1,188 13 13 (268) 1,201
« REEFEENEEE « amount arising
in current year (1,986) 581 (197) 97 (2,183) 678
(2,267) 1,769 (184) 110 (2,451) 1,879
REFREREWA Dividend income
— k™M from investments - listed 167 193 12 17 179 210
REFEFRIEBRA Interest income
-k from investments - listed 81 73 43 45 124 118
—3ktm — unlisted 47 61 56 00 103 160
BFRAEWA Interest income from deposits 15 11 20 35 35 46
TSR T A FRE Net gains of derivative
financial instruments 49 151 43 68 92 219
BARELESRER Forfeited dividends
and refunds - - 53 54 53 54
EEERATH Management expenses - - (37) (47) (37) (47)
BES 2 BHEE Inter-fund transfer (500) - 500 - - -
BEZSHER (Deficit)/surplus before
B EIRTH (B518)/ B allocation to charitable
organisations and
community projects (2,408) 3,158 1,006 1,261 (1,402) 4,419
i8] A B FA O3B 1E 3 3R Previous allocations
not utilised - - 130 110 130 110
BRTRESHBERTETE Allocation to charitable
organisations and
community projects - - (1,368) (1,052) (1,368) (1,052)
BARSHE (BR)/B& Net (deficit)/surplus
transferred to Funds 7 (2,408) 3,158 (232) 319 (2,640) 3,477
HEeF94Ee Funds balance at
the beginning of the year 7 17,539 14,381 1,871 1,552 19,410 15,933
HEFREH Funds balance at
the end of the year 7 15,131 17,539 1,639 1,871 16,770 19,410
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BALANCE SHEET

BEREX

~A=+AH at 30 June EARE® Capital Fund FE& Allocations Fund #%8 Total
HEBT in HK$ million }sE Note 2009 2008 2009 2008 2009 2008
FERBEE Non-current assets
REIRE Long-term investments 4 14,292 16,941 - - 14,292 16,941
MENEE Current assets
ALUEBZEEENKRE Investments held to
fund charitable projects 5 - - 4,611 5,498 4,611 5,498
HEEM Short-term deposits 6 - - 1,293 970 1,293 970
ERREWFRIE Loans and receivables 900 71 61 72 961
FEE Sz BRI BRI Inter-fund receivable - - 332 - 332 -
IRITIFR Bank balances - - 3 2 3 2
1 900 6,310 6,531 6,311 7,431
ik =K Current liabilities
EEES-ENEOEEN Allocations
awaiting payment - - (5,057) (4,538) (5,057) (4,538)
BES 2 BWEMERR Inter-fund payable (332) - - - (332) -
H b FRIE Other payables - (625) (1) (117) (1) (742)
(332) (625) (5,058) (4,655) (5,390) (5,280)
e (BfE)/ EEFE Net current (liabilities)/assets (331) 275 1,252 1,876 921 2,151
13,961 17,216 1,252 1,876 15,213 19,092
H2& Funds 7 13,961 17,216 1,252 1,876 15,213 19,092
HEEEA John C C Chan
PRiE2 T Brian Stevenson
W= Trustees
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STATEMENT OF CHANGES IN FUNDS E&# &k

BENA=TALEE for the year ended 30 June BARES Capital Fund R E£ Allocations Fund #%58 Total
BEET in HK$ million FffzE Note 2009 2008 2009 2008 2009 2008
BELtB—RHIEWESHE Total funds at 1 July 17,216 16,658 1,876 1,638 19,092 18,296
RIEW R P ER Deficit on revaluation

RESHEE of investments not

recognised in
the income and

expenditure account 7 (1,128) (1,412) (379) (68) (1,507) (1,480)
FRF (F518)/ Btk Net (deficit)/surplus

for the year (2,408) 3,158 (232) 319 (2,640) 3,477
REMNEHEE/ (B8R) 21 Realisation of investment

revaluation reserve 7 281 (1,188) (13) (13) 268 (1,201)
BEAB=THLENESHE Total funds at 30 June 13,961 17,216 1,252 1,876 15,213 19,092
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CASH FLOW STATEMENT R&RE%

BEAA=THLEE

for the year ended 30 June

BBEL in HK$ million 2009 2008
REFHNRESRE Cash flows from investing activities
B2 WERRE Interest received 268 319
EUERE Dividends received 179 210
BEAHEENKEE Purchase of available-for-sale financial assets (44,379) (39,813)
HERREENKERE Sale of available-for-sale financial assets 42,352 39,600
HETESF T B FTWGRIE Receipt for derivative financial instruments 96 100
REZBNFERES CRE)/RA Net cash (outflow)/inflow from investing activities (1,484) 416
Hit 585 Other fund movements
BARELERER Forfeited dividends and refunds 53 54
BRERBEEEEE Appropriation from The Hong Kong Jockey Club Group 500 1,780
NRTFEEHBRUEERE Payments to charitable organisations and community projects (719) (757)
FE T Z B ERFRIEZE M Increase in inter-fund receivable (332) -
BEES 2 B RRIEL N Increase in inter-fund payable 332 -
FEWERIE R A / (3540) Decrease/(increase) in receivables 891 (900)
BESEEAMNARSEAIRES Increase in loans to The Jockey Club
BRD B FENEFIE N Kau Sai Chau Public Golf Course Limited (8) (11)
EEEASTH Management expenses (37) (47)
HitnESHFEH Net movement from other sources 680 119
ReRBLEEWT OND)/Em Net (decrease)/increase in cash and cash equivalents (804) 535
FHRERRESEEY Cash and cash equivalents at the beginning of the year 2,136 1,694
HBEE Exchange losses (36) (93)
FRESRRSZEEY Cash and cash equivalents at the end of the year 1,296 2,136
ReRReEBNEEFIN Analysis of the balances of cash and cash equivalents
EHRERES Short-term debt securities - 1,164
HEEM Short-term deposits 1,293 970
RITIER Bank balances 3 2
1,296 2,136
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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 192 were approved by the Trustees on 23
July 2009.

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 income or expenditure, 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) Amendment that is relevant to the Trust’s operations and is effective for the current
accounting period

HKAS 39, ‘Financial instruments: Recognition and measurement’, amendment on reclassification
of financial assets permits reclassification of certain financial assets out of the held-for-trading
and available-for-sale categories if specified conditions are met. The related amendment to
HKFRS 7, ‘Financial instruments: Disclosures’, introduces disclosure requirements with respect to
financial assets reclassified out of the held-for-trading and available-for-sale categories. This
amendment is effective prospectively from 1 July 2008. The Trust has adopted this amendment
but there is no impact on the financial statements as the Trust has not changed its intention on
its holding of financial assets.

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

The following revised standard and amendments have been published and are mandatory for
accounting periods beginning on or after 1 January 2009, but have not been early adopted by

the Trust:
HKASs (Amendments) Improvements to HKFRSs

HKAS 1 (Revised) Presentation of Financial Statements

The adoption of the above revised standard and amendments will not have material financial
impact to the Trust other than the disclosure impact on the financial statements.
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2 Principal accounting policies (cont.)

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
balance sheet date. 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 balance sheet date. 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 into the following categories: available-for-sale financial
assets, derivative financial instruments, 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.

(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 are included in non-current assets unless
management intends to dispose of the investment within 12 months of the balance sheet date.
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 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 the investment revaluation reserve are recognised through the
income and expenditure account within the “Deficit/surplus on sale of investments”.

The alternative investments follow the same accounting treatment as the equities and debt
securities where their fair values can be reliably measured. When the alternative investments
do not have quoted market prices in an active market and their fair values cannot be reliably
measured, they will be measured at cost and upon disposal, their gains and losses will be
recognised through the income and expenditure account.
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2 Principal accounting policies (cont.)

2.5 Financial assets (cont.)

(b) Derivative financial instruments

The Trust uses derivatives such as interest rate swaps or forward foreign exchange 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 on which the derivative contracts are entered into and subsequently
remeasured at their fair value. Changes in fair value of the derivatives are recognised in the
income and expenditure account. Derivatives are carried in the balance sheet as financial assets
when the fair value is positive and as liabilities when the fair value is negative.

(c) 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 balance sheet date where these are classified as non-current assets. The Trust's
loans and receivables comprise “Loans and receivables” and “Inter-fund receivable” in the
balance sheet.

(d) 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 each balance sheet date 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
and expenditure account — is removed from equity and recognised in the income and expenditure
account. Impairment losses recognised in the income and expenditure account on equity
instruments are not reversed through the income and expenditure account.

2.6 Foreign currency translation

Items 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 and
expenditure account. Assets and liabilities denominated in foreign currencies are translated at
the closing rate at the balance sheet date. The differences arising from translation are recognised
in the income and expenditure account 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 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.
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2 Principal accounting policies (cont.)

2.8 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.

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 RERE 4 Long-term investments
EAES Capital Fund
HEBT in HK$ million 2009 2008
A SRR EE Available-for-sale financial assets
S Equities
EEBLH Listed in Hong Kong 3,421 4,193
1w/ Em Listed overseas 5,293 7,146
8,714 11,339
BEXES Debt securities
EEHNLETH Listed overseas 2,172 1,903
JFEH Unlisted 1,433 2,451
3,605 4,354
FERE-FLH Alternative investments — unlisted 776 881
13,095 16,574
tTESmI A (FEES) Derivative financial instruments (note 8) 50 44
HERENES Funds awaiting investment 433 323
2N Deposits 714 -
14,292 16,941

EEREREROINEFIERANEATD 2=
Tttt (ZOONF: Aozl —=) - EBRER
FREREEE - BEQNFEEER - MEMETS
HRAIBNE (ZOONEF : N\F) o

The debt securities and deposits carried a weighted average effective interest rate of 3.77%
(2008: 4.12%). The carrying amounts of the debt securities and deposits approximated their fair
values and their weighted average maturity was 8 years (2008: 8 years).

2009 2008
REBREHSUTHERINE ! Long-term investments are denominated
in the following currencies:

ET usD 50% 45%
B IT HKD 25% 28%
/& EUR 11% 11%

H JPY 5% 5%
T GBP 3% 4%
Hih & ¥ Other currencies 6% 7%
100% 100%

185



186

5 RAUEBEEHEBMRE

5 Investments held to fund charitable projects

BHES Allocations Fund

HEBT in HK$ million 2009 2008
A ENKEE Available-for-sale financial assets
BE Equities
ERBELT Listed in Hong Kong 249 314
8 Em Listed overseas 326 452
575 766
BRES Debt securities
EEBLET Listed in Hong Kong 83 119
8 Em Listed overseas 1,270 998
JFETH Unlisted 2,645 3,840
3,998 4,957
4,573 5,723
fTESmIE (MizE8) Derivative financial instruments (note 8) 41 52
HERENES Funds awaiting investment 77 101
PSR ERRIE Amounts payable for investment (80) (378)
4,611 5,498

ERRSZNMEFHERENR . BRI Z2=HNZ
(ZOONF : B ZTHEN) - EHFSHREE
B BEAPEERS  mENEF IR F
(ZOONFE 1 RF) »

The debt securities carried a weighted average effective interest rate of 3.82% (2008: 4.09%).
The carrying amounts of the debt securities approximated their fair values and their weighted

average maturity was 6 years (2008: 6 years).

2009 2008

FAUEMZAESEENREUTIEETE ! Investments held to fund charitable projects

are denominated in the following currencies:
eI usbD 80% 78%
B EUR 8% 7%
BT HKD 6% 6%
H JPY 3% 5%
Hih ¥ Other currencies 3% 4%
100% 100%
6 EHHE®M 6 Short-term deposits

EHERNMEFIERIR  BE222HA (=
OONEFE  Hoz_—%E=) FHERWEREME
B BEAVEEMEES MENEFSHRS
FA+—H (ZOONEFE : m++tH) - BHFRUE
THETE o

The weighted average effective interest rate on short-term deposits was 0.50% (2008: 2.53%).
The carrying amounts approximated their fair values and their weighted average maturity was
51 days (2008: 47 days). The short-term deposits were denominated in Hong Kong Dollar (“HKD")

or United States Dollar (“USD").
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7 E% 7 Funds
HARE$ Capital Fund B E£ Allocations Fund
RESMHE REEHFHE
H&#&8  Investment H&48  Investment
Fund revaluation g Fund revaluation wzg
BABET in HK$ million balance reserve Total balance reserve Total
Z—OONELHB—H At 1 July 2008 17,539 (323) 17,216 1,871 5 1,876
EEFWER Transfer from income and
expenditure account (2,408) - (2,408) (232) - (232)
BRENEHREE Deficit on revaluation
of investments - (1,128) (1,128) - (379) (379)
HERENEIS/ (Bi) 217 Realisation on
sale of investments - 281 281 - (13) (13)
- (847) (847) - (392) (392)
Z—OOhEARA=TH At 30 June 2009 15,131 (1,170) 13,961 1,639 (387) 1,252
Z—OO0Ot&tHA—H At 1 July 2007 14,381 2,277 16,658 1,552 86 1,638
EEFWER Transfer from income and
expenditure account 3,158 - 3,158 319 - 319
BRENEHREE Deficit on revaluation
of investments - (1,412) (1,412) - (68) (68)
HERENREREIE Realisation on
sale of investments - (1,188) (1,188) - (13) (13)
- (2,600) (2,600) - (81) (81)
Z—OONEXRA=+H At 30 June 2008 17,539 (323) 17,216 1,871 5 1,876
8 fTESRMTA 8 Derivative financial instruments
EAES BRES
Capital Allocations
Fund Fund
BBET in HK$ million (FfzE note 4) (FffzEnote 5)
EHEFEN Forward contracts on bonds 2 =
EHNESH Forward foreign exchange contracts 46 41
HE Futures 2 =
Z—OONEARA=FH At 30 June 2009 50 41
EHEFEN Forward contracts on bonds (1) =
EHNESH Forward foreign exchange contracts 30 29
HE Futures (25) (10)
HtE Options 4 4
1= HA Swaps 36 29
ZOONEXRA=+H At 30 June 2008 44 52
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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 Hong Kong Jockey Club (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 the other related parties:

10.1 Management expenses

During the year, the Trust paid the Club management expenses of HK$37 million (2008: HK$47
million) for administrative and support services provided by the Club and charged this amount
in the income and expenditure account.

10.2 Loan to KSCGC

At balance sheet date, included under the loans and receivables was HK$49 million (2008: HK$41
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.
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11 Financial risk management (cont.)
11.1 Financial risk factors (cont.)
(a) Market risk

(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 balance sheet date, if HKD had strengthened/veakened
against the currencies by the stated percentages, with all other variables held constant, the
Trust's deficit for the year would have increased/decreased as follows:

2009 2008

HERBAES HERBAES

EEWRTY  HEENFE  BEBRTY  NRSBHKE

BALEH Effect on ERiyad:) Effect on

B IE /55 deficit (RE®E/H55 surplus

If currency transferred If currency transferred

strengthened/ to Funds strengthened/ to Funds

BEET in HK$ million weakened by  for the year weakened by  for the year

E¢3 EUR 5% 47 5% 37

H JPY 5% 23 5% 11

g GBP 5% 9 5% 2
(i) IR = B4 2 f2 (ii) Equity price risk

REEREREERNRZEREZBMSIBUERN
EiE - ARBREER TR ESRERENEE
T BEEEESEAIERZERRER - 5L
RECEESERTIIATHLENBEEEAT -

REHER  BEREABESTANER LA/ T
BKEo2h  HEMAAEAERERGERTEN
BRT  FRECEEAESRBEANRER
EfEE SETHHEREN A FTEEEZHM
B/ RO ARETHEEET (ZOONF:
tR-ZTFABEEET) °

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 balance sheet.

At balance sheet date, if the prices of the respective equity instruments had been 5% higher/
lower, with all other variables held constant, the Trust’s investment revaluation reserve
included within the Funds would have increased/decreased by HK$574 million (2008: HK$729
million) 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 balance sheet date, if there had been a general increase/decrease of 100 basis points in
interest rates, with all other variables held constant, the Trust’s deficit for the year would have
been HK$37million lower/higher (2008: HK$28 million higher/lower on surplus). The
investment revaluation deficit included within the Funds would have been approximately
HK$216 million higher/lower (2008: HK$233 million lower/higher on investment revaluation
surplus) 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.

(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, loan commitment 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 cash flows:
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11 Financial risk management (cont.)
11.1 Financial risk factors (cont.)
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(b) ZEBEZEE () (b) Liquidity risk (cont.)
2009
=ZEARUT =EAZE—F
Upto >3 months #ast
BEBT in HK$ million 3 months to 1year Total
mEEE Current liabilities
il 155 32 A YRR Allocations awaiting payment 5,057 - 5,057
BEES Z BENEMAFIE Inter-fund payable 332 - 332
H b FRIE Other payables 1 - 1
STHET R (UFBEELE) Derivatives (net settled) 3 - 3
5,393 - 5,393
2008
=ZEARUT =EAZE—F
Upto >3 months #ast
BEBT in HK$ million 3 months to 1year Total
mEEE Current liabilities
il 155 32 A YRR Allocations awaiting payment 4,538 - 4,538
H b FRIE Other payables 742 - 742
ERRE Loan commitment 39 - 39
STHET R (UFBEELE) Derivatives (net settled) 19 4 23
5,338 4 5,342

RZOOAFAA=TH  FEEEHFENRTA
ERMESHERSHELAEAT T —RATEEEE
T (ZOONE ! Z+tB=FHEEER) - T
HEEESBEZE_OONFAA=THLER=0OON
FARA=TRENRFRAERIESHEL DN - &
LENBRAREE  YIRHBTSNEHBERLE
BHRAR - TRIMKBENREASHOARFTRASR
B HEERESEERERMINWKREEE (BH
18) NE e

As at 30 June 2009, the maximum gross nominal value of outstanding forward foreign exchange
contracts held by the Trust was HK$5,295 million (2008: HK$2,724 million). The table below
analyses the Trust's outstanding forward foreign exchange contracts as at 30 June 2009 and 2008
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

balance sheet.

2009 2008
Z@ARUAT =Z@BAZE—F ZEARUT =Z@AZE—F

Upto >3 months #ast Upto >3 months st

BEBT in HK$ million 3 months to 1 year Total 3 months to 1year Total
EHIMNESH Forward foreign

exchange contracts
piiptesl Outflows (5,263) (32) (5,295) (2,543) (181) (2,724)
A Inflows 5,266 30 5,296 2,517 179 2,696
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11 Financial risk management (cont.)

11.1 Financial risk factors (cont.)

(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, investments and derivative transactions.

The Trust limits its exposure to credit risk by rigorously selecting the counterparties and by
diversification. 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 2009, the Trust's maximum exposure to the credit risk of financial assets as defined
in note 2.5 approximated their carrying amounts in the balance sheet.

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 balance sheet to ensure
an appropriate level of return is made to the community in the form of donations.

11.3 Fair value estimation
The fair value of financial instruments traded in active markets (such as publicly traded securities
and derivatives) is based on quoted market prices at the balance sheet date. The fair value of
financial instruments that are not traded in an active market (for example, over-the-counter
derivatives) is determined by using appropriate valuation techniques. The Trust uses a variety of
methods and makes assumptions that are based on market conditions at each balance sheet
date. The fair value of interest rate swaps is calculated as the present value of the estimated
future cash flows. The fair value of forward foreign exchange contracts is determined using
quoted forward exchange rates at the balance sheet date.

The nominal values of receivables and payables are assumed to approximate their
fair values.

12 Comparative figures
Certain comparative figures have been reclassified to conform to the presentation of
current year.



