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The Trustees have pleasure in submitting their annual report and the audited financial statements
for the year ended 30 June 2016.

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.

RESULTS

The results of the Trust for the year are set out in the income statement on page 70. 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 9 to the financial statements.

DONATIONS
During the year, the Trust allocated HK$3,901 million for charitable purposes, as detailed in the
“Donations” section of the report.

TRUSTEES
The Trustees of the Trust are the twelve Stewards of The Hong Kong Jockey Club (the “Club”) as
listed in the “Board of Stewards” section of the report.

AUDITOR
The financial statements have been audited by PricewaterhouseCoopers who retire and, being
eligible, offer themselves for reappointment.

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

Simon S O Ip
Chairman
22 July 2016
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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 70 to 96, which comprise the statement of financial position as at 30
June 2016, 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 information.

TRUSTEES’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Trustees are responsible for the preparation of financial statements that give a true and fair
view 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,
and for such internal control as the Trustees determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

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 our agreed terms of engagement
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 about 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 of financial statements that give a true and fair view 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 financial position of the Trust
as at 30 June 2016, and of its financial performance and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 22 July 2016
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INCOME STATEMENT
W 5 R

EARES BRES Lt
BEAA=TALEE for the year ended 30 June Capital Fund Allocations Fund Total
HEET in HK$ million HfzE Note 2016 2015 2016 2015 2016 2015
REEEEGERAWEQR Donations from The Hong Kong
(UTER EEEEEE]) Jockey Club and its subsidaries
OE=E (“the HKJC Group”) 13.4 - - 3,500 3,500 3,500 3,500
HEREN (F5R)/ Bt (Deficit)/surplus on
sale of investments (7) 320 (37) 22 (44) 342
At EN K EERE Impairment of available-for-sale
financial assets (281) - (38) - (319) -
REEREWE Dividend income from investments
- kW — listed 85 97 10 9 95 106
- BERE — alternative investments - 130 - 64 - 194
RE SRS WE Interest income from investments
- kW — listed - - 4 8 4 8
- kLt — unlisted - 2 3 2 3
FRA Bk Interest income from deposits 3 23 31 25 34
PTEEM T ARFRE Net gains of derivative
financial instruments 1 - - - 1 -
Friha& AR (EiE) /&5 Share of (losses)/profits of
joint ventures 4 (479) 693 (177) 159 (656) 852
BAREELERER Forfeited dividends and refunds - - 53 55 53 55
EEEA Management expenses 13.1 - - (102) (81) (102) (81)
BisE A Finance costs - - (39) @ (39) ()
BRIBREHER (Deficit)/surplus before allocation
H BT BRI (B518) / Bk to charitable organisations
and community projects (679) 1,243 3,199 3,768 2,520 5,011
1= SR B A ViR A 1R Previous allocations not utilised - - 342 53 342 53
BRTREMBR Present value of allocation to
HEHEINEE charitable organisations and
community projects - - (3,789) (3,871) (3,789) (3,871)
BARSHWTE (BB)/ Btk Net (deficit)/surplus
transferred to Funds 9 (679) 1,243 (248) (50) (927) 1,193

BRTERSHER
HETERE
HRENTE

BRASHER
HEFTERRIA

Present value of allocation to
charitable organisations and
community projects

Present value impact

Allocation to
charitable organisations
and community projects

(3,789) (3,871)
(112) -

(3,789) (3,871)
(112) -

(3,901) (3,871)

(3,901) (3,871)

FLt+REEATABENMEBARTERERN—E2 ° The notes on pages 75 to 96 are an integral part of these financial statements.



STATEMENT OF COMPREHENSIVE INCOME

2HEWER
EARES BRES Lt
BEAA=TALEFE for the year ended 30 June Capital Fund Allocations Fund Total
HEBT in HK$ million K Note 2016 2015 2016 2015 2016 2015
R (B18)/ B Net (deficit)/surplus (679) 1,243 (248) (50) (927) 1,193
Htt2m (F58) /s Other comprehensive (loss)/income
HEBWREEH D EHEA Items that may be reclassified
WEmRHIEE subsequently to
income statement
AEHENKERE Available-for-sale
financial assets
BEZE Change in value 9 (496) 390 (57) 41 (553) 431
Frit&E AREMEE Share of other comprehensive
W/ (B518) income/(loss) of joint ventures 4 252 (206) 272 (144) 524 (350)
AEEHMEER (BE)/ WE Other comprehensive
(loss)/income for the year (244) 184 215 (103) (29) 81
AEEEE (BE)/ WEEE Total comprehensive
(loss)/income for the year (923) 1,427 (33) (153) (956) 1,274

FLt+REEATABENMEBARTERERN—E2 ° The notes on pages 75 to 96 are an integral part of these financial statements.
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STATEMENT OF FINANCIAL POSITION

MBRRAR
ERES BRES wzg
~B=+H at 30 June Capital Fund Allocations Fund Total
BEHBT in HK$ million FffzF Note 2016 2015 2016 2015 2016 2015
FERBEE Non-current assets
EENTRE Investments in joint ventures 4 16,556 16,845 5,235 4,699 21,791 21,544
REIRE Long-term investments 5 9,317 9,951 - - 9,317 9,951
Bk EWFIE Loans and receivables - - 106 43 106 43
25,873 26,796 5,341 4,742 31,214 31,538
MENEE Current assets
AUEZEEBNRE Investments held to
fund charitable projects 6 - - 2,207 2,460 2,207 2,460
Bk EWRFIE Loans and receivables 16 12 86 87 102 99
TEEmMIA Derivative financial instruments 10 1 - 4 - 5 -
FEEE BRI BRI Inter-fund receivable 9.1 - 5 500 - - -
ySE-EER N Short-term deposits 7 - - 3,778 1,088 3,778 1,088
ReREESLEEY Cash and cash equivalents 7 - - 1,418 3,354 1,418 3,354
17 17 7,993 6,989 7,510 7,001
mEaE Current liabilities
il 5 32 A O HER Allocations awaiting payment 8 - - (12,081) (10,944) (12,081) (10,944)
BEES Z BEWEMARER Inter-fund payable 9.1 (500) - - (5) - -
fTEEmIA Derivative financial instruments 10 - - (4) - (4) -
(500) - (12,085) (10,949) (12,085) (10,944)
wnE (BfE)/ EEFE Net current (liabilities)/assets (483) 17 (4,092) (3,960) (4,575) (3,943)
25,390 26,813 1,249 782 26,639 27,595
& Funds 9 25,390 26,813 1,249 782 26,639 27,595
HEEEA Simon S O Ip
EHR Anthony W K Chow
Ak Trustees

FLt+REEATABENMEBARTERERN—E2 ° The notes on pages 75 to 96 are an integral part of these financial statements.



STATEMENT OF CHANGES IN FUNDS

EARES BRES Lt
Capital Fund Allocations Fund Total
BEBT in HK$ million 2016 2015 2016 2015 2016 2015
BEtA—HIEWESHEE Total funds at 1 July 26,813 25,386 782 935 27,595 26,321
R (B18)/ B Net (deficit)/surplus (679) 1,243 (248) (50) (927) 1,193
AEEHMER (BE)/ WE Other comprehensive
(loss)/income for the year (244) 184 215 (108) (29) 81
AEERE (HE)/ WEla%E Total comprehensive
(loss)/income for the year (923) 1,427 (33) (153) (956) 1,274
FES 2 ERER Inter-fund transfer (500) - 500 - - -
BEAA=THLEWESHAE Total funds at 30 June 25,390 26,813 1,249 782 26,639 27,595

FLt+REEATABENMEBARTERERN—E2 ° The notes on pages 75 to 96 are an integral part of these financial statements.
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STATEMENT OF CASH FLOWS

He&RER
BEASB=1THILFE for the year ended 30 June
BEBT in HK$ million FfizF Note 2016 2015
=T Operating activities
BARBEERER Forfeited dividends and refunds 53 55
REEBEFEEENER Donations from the HKJC Group 3,500 3,500
NRFEERBRIEERE Payments to charitable organisations and
community projects (2,337) (2,158)
FEURTRIE (18n) /R (Increase)/decrease in receivables (1) 6
H AR TR A Decrease in other payables - 1)
ESEXREBRARMEER Loan made to The Jockey Club CPS Limited (75) (30)
EHEA Management expenses (102) (81)
EEFEMEENTFRS Net cash generated from operating activities 1,038 1,291
REES Investing activities
ZHAA=@A LN (Increase)/decrease in short-term deposits
SHATERR (3Ehn) /RS with maturities of more than 3 months (2,690) 19
B WERI S Interest received 33 51
2UEURE Dividends received 95 300
HEENRMMETE Injection into joint ventures (2,237) (2,804)
m&E A aEE Redemption from joint ventures 1,858 2,329
BEAHEENKEE Purchase of available-for-sale financial assets (2,435) (2,797)
HERREENKERE Sale of available-for-sale financial assets 2,409 2,143
HITESRMIA Net (payment)/receipt for
(Frf) / PSS 2ERR 1B derivative financial instruments (4) 3
REETHFANZERE Net cash used in investing activities (2,971) (756)
BeRRSESEYF O ) /18m Net (decrease)/increase in cash and cash equivalents (1,933) 535
FORERREZEY Cash and cash equivalents at the beginning of the year 3,354 2,829
RIEE Exchange losses (3) (10)
FRESRRESEEY Cash and cash equivalents at the end of the year 1,418 3,354
ReRReEBNEEFIN Analysis of the balances of cash and cash equivalents
ySE-EER N Short-term deposits 7 1,417 3,340
RITIFER Bank balances 7 1 14
1,418 3,354

FLt+REEATABENMEBARTERERN—E2 ° The notes on pages 75 to 96 are an integral part of these financial statements.




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 One Sports Road, Happy Valley, Hong Kong.

The financial statements are presented in millions of Hong Kong dollars (HK$ million), unless
otherwise stated.

The financial statements on pages 70 to 96 were approved by the Board of Trustees on 22 July
2016.

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 all applicable Hong Kong Financial
Reporting Standards (“HKFRS”) 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
(including derivative instruments) at fair value through profit or loss 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) New interpretation and amendments that are relevant to the Trust’s operations and are
effective for the current accounting period

No new interpretation and amendments to published standards relevant to the Trust’s operations
are effective for the current accounting period.

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

The following new standards and amendments have been published and are mandatory for the
Trust’s accounting periods commencing on or after 1 July 2016.

HKFRS 9 Financial Instruments

HKFRS 16 Leases

Amendments to HKFRS 10
and HKAS 28

Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture

Amendments to HKFRS 11 Joint Arrangement — Accounting for Acquisitions of Interests in

Joint Operations

Amendments to HKAS 1 Presentation of Financial Statements: Disclosure Initiative

Amendments to HKAS 7

Statement of Cash Flows

Amendments to HKAS 27 Separate Financial Statements: Equity Method

Annual Improvements 2014 Annual Improvements to HKFRSs 2012-2014 Cycle
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NOTES TO THE FINANCIAL STATEMENTS B4 5 3% 2= Bit &
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2 PRINCIPAL ACCOUNTING POLICIES (cont.)

2.1 Basis of preparation (cont.)

(b) New standards and amendments that are relevant to the Trust’s operations but are not yet
effective and not early adopted (cont.)

The Trust is still in the process of making an assessment of what the impact of these new standards
and amendments, except for HKFRS 9, will be in the period of initial application. It is not yet in a
position to state whether these new standards and amendments will have a significant impact on
the Trust’s results of operations and financial position.

HKFRS 9 has three financial asset classification categories for investments in debt instruments:
amortised cost, fair value through other comprehensive income (“OCI”) and fair value through profit
or loss. Classification is driven by the entity’s business model for managing the debt instruments
and their contractual cash flow characteristics.

A debt investment is classified as “Fair value through OCI” only if both of the following criteria
are met: the objective of the Trust’s business model is to hold the asset to collect the contractual
cash flows and to sell financial assets; and the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal outstanding. If either
of the two criteria above is not met, the debt instrument is classified as “fair value through profit
and loss”.

Investments in equity instruments are always measured at fair value.

Upon adoption, restatement of comparatives is not required but entities are permitted to restate
comparatives if they can do so without the use of hindsight. If an entity does not restate comparatives,
it should adjust the opening balance of its retained earnings to take account of the effect of applying
the new standard in the year of initial application.

2.2 Joint arrangements

The Trust has applied HKFRS 11 to all joint arrangements. Under HKFRS 11 investments in joint
arrangements are classified as either joint operations or joint ventures depending on the contractual
rights and obligations of each investor. The Trust has assessed the nature of its joint arrangements
and determined them to be joint ventures. Joint ventures are accounted for using the equity method.

Under the equity method of accounting, interests in joint ventures are initially recognised at cost
and adjusted thereafter to recognise the Trust’s share of the post-acquisition profits or losses and
movements in other comprehensive income. When the Trust’s share of losses in a joint venture
equals or exceeds its interests in the joint ventures (which includes any long-term interests that,
in substance, form part of the Trust’s net investment in the joint ventures), the Trust does not
recognise further losses, unless it has incurred obligations or made payments on behalf of the
joint ventures.

Unrealised gains on transactions between the Trust and its joint ventures are eliminated to the
extent of the Trust’s interest in the joint ventures. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the assets transferred. Accounting policies of
the joint ventures have been changed where necessary to ensure consistency with the policies
adopted by the Trust.

When the ownership interest in a joint venture is reduced, but continues to apply the equity
method, it shall reclassify to the income statement the proportion of the gain or loss that had
previously been recognised in other comprehensive income relating to that reduction in ownership
interest if that gain or loss would be required to be reclassified to the income statement on the
disposal of the related assets or liabilities.



2 EEETHBR ()

23 E&
EEESOEEFESRERES - BXRELERE
REWKMEREERENRERES £ EXREKA
BoBRESTIRENREBSFRERFRF @ LHEZ
EBEFARZ BRESWRBERENRS - TRA
B - BEkEZHNEBAGINER  UREARELS
FIRFK o

24 REIRE

RERE (BREHSEQANRE EREFERE
H& ([BREE# |) K Stellar Performer Global Series
(MEFE2]) DIFEFREERZ  WR2HMARIR
BATEEYER  BERRERREAREREES
REFESNRERRN - BREARMREMBEEN
BT BCRENKTE2.6

25 ANENMEEZHAMKZE
BFERUENEZEENRE (BRUREESRE
FESMBRE) NEEEN  ERERIBRESBHER
5 UMBRSEERENESER - AUEHES
BEWRENSHPRIZBATLEEIE  BEERK
BEWHEUREREESRESESHRERBR -
BEAANEAZEE NWRENEEENETTBURSE
RHiEE2.6 ©

2.6 MBEEE
EAESHHEHMBEES AUTER « LS
EE  BAVEEZSBRERIENTKEE  URE

REEWHER (BERERBEEEY) - 2EET
EREESHSEHENKEENBNME  EEEERN

NERAVBEESEELTEEL - RIRERA
LEBAZRENRE YA BRELYBEE - B
ARHENTBERE - INRZ B FAEEE AR
BEEEE AER BB A FEERBSSRNIH
BE KU FEERR  MXZRAMERER
PR o WIEB NP EERBRIIRNIBEERE - 1)
LA P EE S I35 A TERR ©

ERRERBRERNERNC K LERKER - M
EEESEE FDERARREN — VAR ClHEE
iR GEESSIUHRAVKEE -

(a) IR EMFEE
AHHEMBEERFTETE - RIIABERRT
PIMEMEMIER] - BRIFREPREIREEERE
REFHMAREH T EAALHEEE - BRTHEE
MBEERIMEIFRBEE - IHHENBEELRE
ARBHETRIFLTRE - BEBESR/REHE
RE - AIEHENBEERRBULNTEBSIER &
HEENAVEESS SR AHMEERSERRE
RIREEMFHERA BEE2ABEEECHERRE
Rk e

2 PRINCIPAL ACCOUNTING POLICIES (cont.)

2.3 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, donations
from the Club and its subsidiaries, forfeited dividends and refunds.

2.4 Long-term investments

Long-term investments (including investments in the joint ventures HKJC Equity Trust Fund (“Equity
Trust”) and the Stellar Performer Global Series (“Bond Trust”)) are held for non-trading purposes.
They are stated at fair value at the end of the reporting period, except for loans and receivables
and investments in the Equity Trust and the Bond Trust. The accounting policy for the financial
assets of the long-term investments is stated in note 2.6.

2.5 Investments held to fund charitable projects

The primary purpose of investments held to fund charitable projects (including investments in the
Equity Trust and the Bond Trust) is to invest surplus funds for cash management and yield
enhancement. They are stated at fair value at the end of the reporting period, except for loans and
receivables and investments in the Equity Trust and the Bond Trust. The accounting policy for the
financial assets of the investments held to fund charitable projects is stated in note 2.6.

2.6 Financial assets
The Trust classifies its financial assets in the following categories: available-for-sale financial assets,
financial assets at fair value through profit or loss, and loans and receivables (including 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.
The long-term investments and investments held to fund charitable projects may contain these
financial assets. 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 carried at fair value
through profit or loss are initially recognised at fair value, with the transaction costs expensed in
the income statement. Financial assets not carried at fair value through profit or loss are initially
recognised at fair value plus transaction costs.

Financial assets are de-recognised 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 the
investment matures or management intends to dispose of it within 12 months of the end of the
reporting period. They comprise local and overseas listed or unlisted equities, debt securities and/
or alternative investments. Available-for-sale financial assets are subsequently carried 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 or impaired.
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2 PRINCIPAL ACCOUNTING POLICIES (cont.)

2.6 Financial assets (cont.)

(a) Available-for-sale financial assets (cont.)

When securities classified as available-for-sale are sold or impaired, the accumulated fair value
adjustments recognised in equity are included in the income statement as “Surplus/deficit on sale
of investments”.

Interest on available-for-sale securities calculated using the effective interest method is recognised
in the income statement as part of financial surplus. Dividends on available-for-sale equity
instruments are recognised in the income statement as part of financial surplus when the Trust’s
right to receive payments is established.

Alternative investments include investments in hedge funds, private equity funds, private real
estate funds and multi-assets. For those which 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) Financial assets at fair value through profit or loss

This category consists of derivative financial instruments. The Trust uses derivatives such as interest
rate swaps, equity options, foreign exchange forward contracts and future contracts to manage
its financial risks and to facilitate the implementation of its investment strategies. Derivatives are
initially recognised at fair value on the date derivative contracts are entered into and are subsequently
remeasured at their fair values.

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 unless the derivatives
are designated as hedges. Assets in this category are classified as current assets if expected to
be settled within 12 months; otherwise, they are classified as non-current assets.

(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 subsequently carried at amortised cost using the
effective interest method and are included in current assets, except for amounts that are expected
to be settled or with 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” in the statement of financial
position, short-term deposits, deposits and fund awaiting investments under non-current assets
and cash and cash equivalents as stated below.

Cash and cash equivalents include bank balances, cash in hand and other short-term highly
liquid investments that are readily convertible to a known amount of cash and are subject to an
insignificant risk of changes in value and with original maturities of three months or less. Deposits
placed at the bank for a fixed term of more than 3 months are classified as “Short-term deposits”.

2.7 Impairment of financial assets

The Trust assesses at the end of each reporting period whether there is objective evidence that a
financial asset is impaired. A financial asset is impaired and impairment losses are incurred if, and
only if, there is objective evidence of impairment as a result of one or more events that occurred
after the initial recognition of the asset (a “loss event”) and that loss event (or events) has an impact
on the estimated future cash flows of the financial asset that can be reliably estimated.
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2 PRINCIPAL ACCOUNTING POLICIES (cont.)
2.7 Impairment of financial assets (cont.)
(a) Assets classified as available-for-sale
For debt securities, if any such evidence exists, 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 profit or loss — is removed from equity and recognised in profit or
loss. If, in a subsequent period, the fair value of a debt instrument classified as available-for-sale
increases and the increase can be objectively related to an event occurring after the impairment
loss was recognised in profit or loss, the impairment loss is reversed through the income statement.
For equities and alternative investments classified as available-for-sale, a significant or prolonged
decline in the fair value of an investment below its cost is also evidence that the assets 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 statement. Impairment losses recognised in the
income statement on equity instruments and alternative investments are not reversed through the
income statement.

(b) Assets carried at amortised cost

For loans and receivables, the amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at the financial
asset’s original effective interest rate. The carrying amount of the asset is reduced and the amount
of the loss is recognised in the income statement.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the reversal of the previously recognised impairment
loss is recognised in the income statement.

2.8 Foreign currency translation

(a) Functional and presentation currency

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
and presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are remeasured. Foreign
exchange gains and losses resulting from the settlement of foreign currency transactions and from
translation at year-end exchange rate of monetary assets and liabilities denominated in foreign
currencies 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.

Changes in the fair value of debt securities denominated in foreign currency classified as available-
for-sale are analysed between translation differences resulting from changes in the amortised cost
of the security and other changes in the carrying amount of the security. Translation differences
related to changes in amortised cost are recognised in profit or loss, and other changes in carrying
amount are recognised in other comprehensive income.
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2 PRINCIPAL ACCOUNTING POLICIES (cont.)

2.9 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.

2.10 Allocations to charitable organisations and community projects
Allocations to charitable organisations and community projects are charged to the income statement
when there is a legal or constructive obligation established.

2.11 Forfeited dividends and refunds

In accordance with The Hong Kong Jockey Club’s Rules, certain 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.

2.12 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 following significant accounting policies are impacted by judgements and
uncertainties and for which different amounts may be reported under a different set of conditions
or using different assumptions.

3.1 Impairment of available-for-sale equity investments
The Trust follows the guidance of HKAS 39 to determine when an available-for-sale equity
investment is impaired. This determination requires significant judgement. In making this judgement,
the Trust evaluates, among other factors, the duration and extent to which the fair value of an
investment is less than its cost; and the financial health of and short-term business outlook for the
investee, including factors such as industry and sector performance, changes in technology and
operational and financing cash flow.

If all of the declines in fair value below cost were considered significant or prolonged, the Trust
would suffer an impairment loss, being the transfer of the accumulated fair value adjustments
recognised in equity on the impaired available-for-sale financial assets to the income statement.
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4 INVESTMENTS IN JOINT VENTURES

ARFHBEOT: Details of the joint ventures as of 30 June 2016 are as follows:

EERAKREHMERA FERR
mRaE SRR AL BIR FTEEY Authorised and Measurement
Name of entity Country of incorporation Principal activities paid up capital method
EEESEREES HERS RERS EA =
HKJC Equity Trust Fund The Cayman Islands investment in equities n/a Equity
Stellar Performer Global Series HEHS REBKES EA =

The Cayman Islands investment in debt securities n/a Equity

RAB=1H  =EsREEHEEERZESKR  The effective percentages directly held by the Trust and its related entities in Equity Trust and Bond

BEFESHEESENER A ENT: Trust as of 30 June were as follows:
BEZE$ Equity Trust &% &% Bond Trust
2016 2015 2016 2015
BEEESEREETESD The Hong Kong Jockey Club Charities Trust 48.3% 49.2% 49.9% 50.7%
BERESE The Hong Kong Jockey Club 47.2% 45.6% 46.8% 45.4%
BERESEETRINERGE The Hong Kong Jockey Club
Retirement Benefits Scheme 4.5% 5.2% 3.3% 3.9%
100.0% 100.0% 100.0% 100.0%
EXES BRES ko)
Capital Fund Allocations Fund Total
HEET in HK$ million 2016 2015 2016 2015 2016 2015
+tA—H At 1 July 16,845 16,475 4,699 4,092 21,544 20,567
EE Injection 1,416 1,555 821 1,249 2,237 2,804
e Redemption (1,478) (1,672) (380) (657) (1,858) (2,329)
Fiit (&518) /%7 Share of (losses)/profits (479) 693 (177) 159 (656) 852
P E 2 mEEs/ (B5iE) Share of other comprehensive
income/(loss) 252 (206) 272 (144) 524 (350)
NA=TH At 30 June 16,556 16,845 5,235 4,699 21,791 21,544
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4 INVESTMENTS IN JOINT VENTURES (cont.)

A summary of financial information of the joint ventures based on their management or audited
accounts as of 30 June 2016 is as follows:

BREES BHES mEE
Equity Trust Bond Trust Total
EtES (2% FEES
BENER BFENRER FENRER
Aot Ela=a Rl
Trust’s Trust’s Trust’s
effective effective effective
BEET in HK$ million 100% interest 100% interest 100% interest
EnE Income Statement
BB Loss (641) (308) (650) (348) (1,291) (656)
RBi B EE Deficit after taxation (641) (308) (650) (348) (1,291)  (656)
Htt2m (F58) / ks Other comprehensive
(loss)/income (135) (117) 1,247 641 1,112 524
2m (Fi8)/ W85 Total comprehensive
(loss)/income (776) (425) 597 293 (179) (132)
EESEX Balance Sheet
FREBEE Non-current assets
A HERKERE Available-for-sale
financial assets
[ES Equities
EEBLED Listed in Hong Kong 1,316 636 - - 1,316 636
EEHETH Listed overseas 21,138 10,214 - - 21,138 10,214
BERES Debt securities
w8 Em Listed overseas - - 16,327 8,182 16,327 8,182
E1 3] Unlisted - - 4,628 2,266 4,628 2,266
HERENES Funds awaiting investment 394 191 585 285 979 476
THESHmMIA Derivative financial instruments - - 411 205 411 205
MEEE Current assets
THESHmMIA Derivative financial instruments 23 11 226 112 249 123
REEELE Total current assets 23 11 226 112 249 123
nREEE Current liabilities
THESHMIA Derivative financial instruments - - (140) (68) (140) (68)
mEN B EEE Total current financial liabilities - - (140) (68) (140) (68)
FEREEE Non-current liabilities
THESHmMIA Derivative financial instruments - - (486) (243) (486) (243)
22,871 11,052 21,551 10,739 44,422 21,791
BEARES Capital Fund - 9,800 - 6,756 - 16,556
BRES Allocations Fund - 1,252 - 3,983 - 5,235
- 11,052 - 10,739 - 21,791
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4 INVESTMENTS IN JOINT VENTURES (cont.)

A summary of financial information of the joint ventures based on their management or audited
accounts as of 30 June 2015 is as follows:

BREES BHES mEE
Equity Trust Bond Trust Total
EtES EEES FEES
BENER BENER BENER
Aot Ela=a Bk
Trust’s Trust’s Trust’s
effective effective effective
BEBT in HK$ million 100% interest 100% interest 100% interest
EnE Income Statement
Wz Income 1,045 SIS 651 337 1,696 852
BB R Surplus after taxation 1,045 515 651 337 1,696 852
Hib 2w/ (5E) Other comprehensive
income/(loss) 188 94 (864) (444) (676) (850)
2EWE/ (EE) 258 Total comprehensive
income/(loss) 1,233 609 (213) (107) 1,020 502
EESEX Balance Sheet
FREBEE Non-current assets
A HERKERE Available-for-sale
financial assets
[ES Equities
EEBLED Listed in Hong Kong 1,810 889 - - 1,810 889
1w LEm Listed overseas 19,856 9,760 - - 19,856 9,760
BERES Debt securities
1w LEm Listed overseas - - 14,729 7,464 14,729 7,464
kL Unlisted - - 4,817 2,447 4,817 2,447
HERENES Funds awaiting investment 482 237 1,428 729 1,910 966
THESHmMIA Derivative financial instruments - - 221 110 221 110
MEEE Current assets
THESHmMIA Derivative financial instruments - - 161 80 161 80
REEELE Total current assets - - 161 80 161 80
nREBEE Current liabilities
THESHMIA Derivative financial instruments @) 2 (152) (76) (156) (78)
mEN B EEE Total current financial liabilities @) () (152) (76) 156) (78)
FEREEE Non-current liabilities
THESHmMIA Derivative financial instruments - - (189) (94) (189) (94)
22,144 10,884 21,015 10,660 43,159 21,544
EARES Capital Fund - 9,962 - 6,883 - 16,845
BRES Allocations Fund - 922 - 3,777 - 4,699
- 10,884 - 10,660 - 21,544

SEQATNESESAIENERES &
ERANZES2NSE =t (ZO—RF : Ao2=H%
Nt) o BEEBHFNINEFIIHRABLE (ZO—

HEF  RE) e

The debt securities carried weighted average effective interest rate of 4.37% for the joint ventures
under the Bond Trust (2015: 3.87%). Their weighted average maturities were 7 years (2015: 6 years).
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4 INVESTMENTS IN JOINT VENTURES (cont.)

REES Equity Trust

&% &% Bond Trust

2016 2016 2015
BTREUTIEEIE : Underlying investments were denominated
in the following currencies:
EVH United States Dollars (“USD”) 67% 100% 100%
BT Hong Kong Dollars (“HKD”) 7% - -
HEE Pound Sterling (“GBP”) 7% - -
EEE Korean Won (“KWR”) 3% - =
875 Euro (“EUR”) 2% - -
Hih g Other currencies 14% - -
100% 100% 100%
EAESHNEEQARMBENITAEmMIA Trust’s derivative financial instruments in joint ventures
REES Equity Trust
BEXES e
Capital Fund Allocations Fund Total
&E &afE BE &
BEET in HK$ million Assets  Liabilities Assets Liabilities
EHINESH Foreign exchange
forward contracts 10 - 11 -
ZO—R~"EXRA=FH At 30 June 2016 10 - 11 -
AHWT : Analysed as:
MENEB S Current 10 - 11 -
EHINESH Foreign exchange
forward contracts - @) = ()
—O-E&AAZ=1H At 30 June 2015 - ©) - )

DT

TRENER D

Analysed as:
Current - 2




4 INVESTMENTS IN JOINT VENTURES (cont.)

&% E S Bond Trust
BRES BRES “azE
Capital Fund Allocations Fund Total
&E afE &E afE BE afE
BEBT in HK$ million Assets  Liabilities Assets  Liabilities Assets  Liabilities
EHESFEN Forward contracts on bonds 1 (1) - - 1 (1)
EHINESH Foreign exchange
forward contracts 39 (25) 23 (15) 62 (40)
BE Futures 27 (6) 16 4) 43 (10)
HAfE Options 2 2 1 (1) 3 (3)
=58 Swaps 131 (162) 77 (95) 208 (257)
ZO—REXRA=1H At 30 June 2016 200 (196) 117 (115) 317 (311)
AW : Analysed as:
mENEB S Current 71 (43) 41 (25) 112 (68)
FERENE D Non-current 129 (153) 76 (90) 205 (243)
200  (196) 17 (115) 317 (311)
EHINESH Foreign exchange
forward contracts 13 (29) 7 (16) 20 (45)
BE Futures 1 9) 1 (5) 2 (14)
HAfE Options 1 ()] 1 (1) 2 ()
=5 Swaps 105 (68) 61 (40) 166 (108)
—O—EHFERA=1H At 30 June 2015 120 (108) 70 (62) 190 (170)
AHWT : Analysed as:
TRENER D Current 51 (49) 29 (27) 80 (76)
IEREN D Non-current 69 (59) 41 (35) 110 (94)
120 (108) 70 (62) 190 (170)
EAESESEATHIENESTESRIMxAEME >  There were no contingent liabilities relating to the Trust’s interest in the joint ventures.
5 REIRE 5 LONG-TERM INVESTMENTS axne
Capital Fund
BEBT in HK$ million 2016 2015
A ERKEE Available-for-sale financial assets
S Equities
EEBLEM Listed in Hong Kong 1,907 3,374
ey =2 inly 7] Listed overseas 221 193
2,128 3,567
BSERE Alternative investments
FEm Unlisted 6,659 5,674
8,787 9,241
HFRENES Funds awaiting investment 70 83
PeE Deposits 460 627
9,317 9,951

RN ERFESED 2ZTHEN (Z0—
HE BIZEHEN) c FRREFRENESH
IREEEEE A FEERS  MENEFIHRUS
Z+RH (ZO—HF : £H) -

The deposits carried weighted average effective interest rate of 0.78% (2015: 0.38%). The carrying
amounts of the deposits and funds awaiting investment approximated their fair values. The weighted
average maturities of the deposits were 26 days (2015: 7 days).
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5 REARSE (&) 5 LONG-TERM INVESTMENTS (cont.)
2016 2015
REOREUTIEEHRE : Long-term investments were denominated
in the following currencies:
EV UsD 78% 66%
BT HKD 21% 34%
B2 EUR 1% -
100% 100%
6 ALEBEEEENIRE 6 INVESTMENTS HELD TO FUND CHARITABLE PROJECTS
BRES
Allocations Fund
BEBT in HK$ million 2016 2015
AR HENKERE Available-for-sale financial assets
S Equities
ERBLM Listed in Hong Kong 259 324
ey =2 iuly 7] Listed overseas 30 19
289 343
BERES Debt securities
ERBLD Listed in Hong Kong - 184
ey =2 iuly 7] Listed overseas - 29
3 b Unlisted 78 146
78 359
BSEKRE Alternative investments
3 i Unlisted 1,831 1,750
2,198 2,452
HFRENES Funds awaiting investment 9 8
2,207 2,460
BERFLNNEFHERFNZARESZ—Z =1 (=  The debt securities carried weighted average effective interest rate of 1.39% (2015: 2.70%). The

O—FEF:Boz=%+t) HMEREMNESWIRE  carrying amounts of the funds awaiting investment approximated their fair values. The weighted
BEEEAFEEREE  MEBZSWMETHME  average maturities of the debt securities were 124 days (2015: 183 days).
AlA—F=1tHmA (ZO—H&E: —AN+=H) -

2016 2015
AUEMZEEENREUT IS : Investments held to fund charitable projects
were denominated in the following currencies:
E uSD 88% 83%
BT HKD 12% 13%
AR RMB - 4%

100% 100%
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7 SHORT-TERM DEPOSITS AND CASH AND CASH EQUIVALENTS

7.1 Short-term Deposits

The weighted average effective interest rate on short-term deposits was 0.82% (2015: 1.40%).
The carrying amounts of short-term deposits approximated their fair values and their weighted

HAFEEES  mEMEFLSHRE—B=1T1B average maturities were 139 days (2015: 183 days).
(ZO—EH&F : —BNA+=H)
2016 2015
EHERUTIEETE Short-term deposits were denominated
in the following currencies:
BT HKD 98% 82%
ARHE RMB 1% 18%
Epv uUSsD 1% -
100% 100%
T2RERBFECEEY 7.2 Cash and cash equivalents

FHMAR=EAATHERWINETIERNELSE
DRZEBEHAN(ZO—LF  BAZEHAN) - 7
FHAREEEEE A PEERS - MENETIIHR
AIBM+ME (ZO—AF : [@+H) -

The weighted average effective interest rate on deposits with maturities of less than three months
was 0.66% (2015: 0.58%). The carrying amounts of deposits approximated their fair values and
their weighted average maturities were 44 days (2015: 40 days).

2016 2015
ZMAAR=EAUTHERUATIEETE Deposits with maturities of less than 3 months
were denominated in the following currencies:

BT HKD 56% 91%
e usD 44% 4%
AR RMB - 3%
BT AUD - 2%
100% 100%

8 132 ISR

HIMEEE SR AN BRFHSBRARILEES
HERMRETHRD+ER 2K - ARETESS
EEANBRHRIIERBEE - AT - ERNMETESR
CRAEYNEZRENE - LERAE R
TERZMARBHZ N+ ZEA - EEEMG - &
ERASTHEF AR RARNT RS

8 ALLOCATIONS AWAITING PAYMENT

The Trust classifies the allocations awaiting payment as current liabilities as the Trust does not
have an unconditional right to defer settlement of the allocations for at least 12 months after the
reporting period. However, due to the inherent nature of the projects for which allocations have
been made by the Trust, the period in which these allocations are expected to be paid may be
greater than 12 months after the reporting period. Based on the estimates of the management, as
at 30 June, the allocations awaiting payment are expected to be paid:

BEBT in HK$ million 2016 2015
R—FR Within one year 3,819 3,227
RE-ZE=FR In the second to third year inclusive 4,586 3,505
RE=F#% After the third year 3,761 4,212

12,166 10,944
HES AR RRENEE Present value impact on allocations awaiting payment (85) -
18 A IR IRE Present value of allocations awaiting payment 12,081 10,944

BRORENRPA T EASEEE WEETE 3
A HEER TR (R AR -

The actual timing of the payments is dependent upon the progress of the individual projects and
may differ from the expected schedule presented above.
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9 £& 9 FUNDS
BEAE$ Capital Fund FE 2 Allocations Fund
REEMG BREEM
CiE #E
H&E#E8 Investment HE#8 Investment
Fund revaluation Fikc) Fund revaluation k)
BEBT in HK$ million balance reserve Total balance reserve Total
—O—HZtA—H At 1 July 2015 24,237 2,576 26,813 686 96 782
HE B KER Transfer from income statement (679) - (679) (248) - (248)
FES 2 ERER Inter-fund transfer (500) - (500) 500 - 500
. e Deficit on revaluation of
AEHENKEENERER .
available-for-sale
financial assets - (183) (183) - (56) (56)
At EKE E HERBERD Realised gains on disposal and
ERE WSS ERARGER impairment of available-for-sale
financial assets reclassified to
income statement - (313) (313) - (1) (1)
- (496) (496) - (57) (57)
it & & ARMEMEEKE Share of other comprehensive
income of joint ventures - 252 252 - 272 272
—O—7RERA=1+H At 30 June 2016 23,058 2,332 25,390 938 311 1,249
—O—mMELA—H At 1 July 2014 22,994 2,392 25,386 736 199 935
HE B KER Transfer from income statement 1,243 - 1,243 (50) - (50)
. Surplus on revaluation of
R SRS AN E R P
available-for-sale
financial assets - 576 576 - 49 49
Al E R E E HE R Realised gains on disposal
EREWNEEHN D ERARGEE of available-for-sale
financial assets reclassified
to income statement - (186) (186) - (8) (8)
- 390 390 - 41 41
it & & ARMEMEEEE Share of other comprehensive
loss of joint ventures - (206) (206) - (144) (144)
—O—EHFERA=1H At 30 June 2015 24,237 2,576 26,813 686 96 782

9.1 BE & Z BB/ TR
EXESHBRES CEANAREBTRK/ BN
B BERBEIRRRATUEE (ZO—HF : AF
BET) -

9.1 Inter-fund receivable/payable

The inter-fund receivable/payable of HK$500 million between Capital Fund and Allocations Fund
was eliminated in the Statement of Financial Position (2015: HK$5 million).




10 fTESMTIR

10 DERIVATIVE FINANCIAL INSTRUMENTS

EXES BRES

Capital Fund Allocations Fund ko)

(Kf3E note 5) (Fi5E note 6) Total

BE e BE afE &gE afE
BEBT in HK$ million Assets  Liabilities Assets  Liabilities Assets  Liabilities
mHINES# Forei h
=HMNEESH oreign exchange 1 _ 4 @ 5 @

forward contracts
ZO—~"EXRA=FH At 30 June 2016 1 - 4 (4) 5 (4)
DT - Analysed as:
TENER Current 1 - 4 (4) 5 (@)

—O—&=EARA=FH At 30 June 2015 - - - - - -
11 HIE 11 TAXATION

EHESERLANEERIEH - UM PR
el o

12 BERERME

HihEXIEREER
BEZO—AREARA=THLEE  FESMH#
HERBEERBESEEA=ZR—TAEESBT - BE
“O—RERA=THILEE  WEEBEHE -

13 HAMEALTZR S
EEECHSERETEMBARNGAREE - HNSE
SEERMETEREEERESERA  URES
DEANARBEARSERADNBEFTEXNRE
BERARNEZRNE @ FIUEEESHESEZAMN
NBEEAMEERAAREFTEXNREER AT
BERE -

BRTEEMBRREMHIOBEEN  FEES
BEEEBEALEETHRZNT !

13.1 EEEH
EHERUENRESRENTHRRIERE A%
HNEREBA—RZE_HEBT (ZO—&F : \T
BHET) o

No provision for taxation has been made because the Trust is exempt from Hong Kong profits tax.

12 NOTE TO THE STATEMENT OF CASH FLOWS

Other significant non-cash item

During the year ended 30 June 2016, the impairment loss of available-for-sale financial assets for
the Trust was HK$319 million. For the year ended 30 June 2015, no such impairment was made.

13 RELATED PARTY TRANSACTIONS
The Trust is related to the Club and its subsidiaries. It is also related to The Jockey Club Kau Sai
Chau Public Golf Course Limited (“KSCGC”) and The Jockey Club CPS Limited (“CPS”) as the
Club’s Stewards are also the Trustees of the Trust and the Directors of KSCGC and CPS.

The following transactions were carried out by the Trust with related parties, except as disclosed
elsewhere in the financial statements:

13.1 Management expenses
Management expenses included HK$102 million (2015: HK$80 million) for administrative and
support services provided by the Club.
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13 ERHMAEALZRS (8)

132 EFEEAMARSEXRIKGHRAA
Efl: R EN

REZHBHR - FEESHRBEEANE R R EWK
HRRE-FENTEBINFER (ZO—RF : \T
BET) EEREERAGTEEZARFEZTAMA
REBARSERAAMEGHERNER=TEET
BREERBARNFIS ML LK  BEANMSEES
EHEREEE  MAKREBHERNSSGITERT
T BAWEF SMIEIER - BEAR=O==%F<A
StHEZE - FEFEANREEERAE QA TFEE
1B e

133 AEFEXYWREFRARABHMER
REZHRHAR - FEESHFERBEEANER R B
FEPEE-F-—FEZE HBEI (ZO—2F : @
FT=EEBEL) WA - EEFRARETEESHES
EXYMRBEERADELERNEL  BREREA
WERA) SRIEIER - BEREH B TEEFEXY
REARXBEF B RITHRERATRT ZHFEL W
KEE B3N —T-B8BT (ZO—1F : LA
BEr) MEER  SRBEKRTER - BEMREN
IREEEEE A FEERS

13.4 5K
ERESEERTEESEEE=THEET (ZO0—
BE =T HEBT) BEK -

14 BAF5ERETR
141 BB EKRES
ETESHNREED (BEUAEARNRE) &Z
EZHHEMNTEERE  miZRKE (BEE¥RK - R
ZEREREFIZEAR)  RBDELARREER
%o SHESHERBEARTIEN S EhetHERT
SRETERINASY B NERERNEESTESHE
REWEBEFRNSE - SEESEATESHTE
LUETE R R EEAS fhE T o
FREEESNEIENHEE  EREXR &5 R
EREMBERE  AESEEIRBUEXESK
HETER o
SEERIREEENER —REBESSHK
HREBREERERIES @ ETRREE - RER
HIRIES! > BEREREET SR —IBD © 55F
HERESEESHRERE  WENESITERE
Rigs| - LUETRERMEE -

(a) T AR

() B
SE¥RERRERUMEAENRER XS T AE
RNMFAFIZES - Mo SSENER -

FREENEEREETEUERTHE T

H BBl Rt/ ERRTEMER
B - HRWERER - DRERRMSES T
EHREREFRERH -

13 RELATED PARTY TRANSACTIONS (cont.)

13.2 Loans to KSCGC

At the end of the reporting period, included under the loans and receivables in current assets was
HK$80 million (2015: HK$80 million) made by the Trust to KSCGC representing the balance of a
HK$30 million interest-free, unsecured loan repayable on demand and the balance of a HK$50
million interest-free, unsecured loan repayable by 30 June 20383. The carrying amounts of the loans
approximated their fair values.

13.3 Loans to CPS

At the end of the reporting period, included under the loans and receivables in non-current assets
was HK$106 million (2015: HK$43 million) made by the Trust to CPS representing the balance of
an interest-free, unsecured loan repayable by the maturity date which is the expiry of the term of
the tenancy agreement between CPS and the Government of the Hong Kong Special Administrative
Region. A finance cost of HK$12 million (2015: HK$9 million) was recorded in the income statement
for the loan. The carrying amount of the loan approximated its fair value.

13.4 Donations
The Trust received donations from the HKJC Group of HK$3,500 million (2015: HK$3,500 million).

14 FINANCIAL RISK MANAGEMENT

14.1 Financial risk factors

The Trust’s investment activities including investments in joint ventures, 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.

(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. The HKD is pegged
to the USD, and thus foreign exchange exposure is considered as minimal. The remaining
currency exposure arises from globally diversified investments in equities and bonds.
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14 FINANCIAL RISK MANAGEMENT (cont.)

14.1 Financial risk factors (cont.)

(a) Market risk (cont.)

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

2016 2015

FREER FREER

Rz Rz

HEWIETH i/ 08d) HEWIETS i/ CRd)

B2 L HRE Increase/ B2 LHiEE Increase/

e/ E5H (decrease) e/ 8855 (decrease)

If currency on surplus If currency on surplus

strengthened/ and equity strengthened/ and equity

BEBT in HK$ million weakened by  for the year weakened by  for the year
&z EUR 5% 3/(3) 5% 6/(6)
AR RMB 5% 2/(2) 5% 20/(20)

W GBP 5% 2/(2) 5% (2)/2
H JPY 5% (7)/7 5% 8/(8)
BT AUD 5% - 5% 3/(3)

(i) IR EAE5 B 2 (i) Equity price risk

REERRARRERRRERZBM I ZSEH
E - BERRRERTH®  ESRERENEE
T FIAERESEAIZEREEREAR - 5L
REEMBMRRRATIATHREEHHEREET ©

REFHR ZFEERAEZTANER
LA/ THRED 2H - EHMTE T #EFG4EES
FEOERT  EREESHNEZERAREREN
DNFEESBTEM/ B LESLERET (=
O—&RF : tRATLEEER)

(i) FJ 3 /2
FERABRERTSHEEE M BSENE
B 2AAFEEFXRRBREESRENRE
B o AFEEFERERIIETISRRES - 5|13
PEEEERFEBNER - B REFZR KA
EMEFEEE  SIHUKEEARRESRE
BEBOER HRAETESEEANER
E FUARASEATFEERRESRENE
B o

REFHR  ARFIREERLT  SRIRG
ME+EE  EHMAETEEZGEFTEN
BRT  EEESEANBRELA=TEEE
BT (ZO—HF : =FAEHEBT) > MistE
SHRERE TR BE-_TEEESRT (ZO—
HE: —RBNAT=FEBT) °

EEESERRHUEEIRERAESRENRER
%*® BEETERE - E¥EMEBEEET/ET
HERRER T RS - ERREERER - BIEBR
MIBTEREZRRES T 2REARD BHEET
LURUE o RIZREMSE - BIEBHIFTEERRESI R
RENZEBWES RFE TARES -

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 equity would have increased/
decreased by HK$707 million (2015: HK$767 million) as a result of the changes in fair value of
its equity investments.

(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, since interest rates are essentially at close to zero, if there
had been a general increase of 50 basis points in interest rates, with all other variables held
constant, the Trust’s surplus for the year would have been HK$35 million higher (2015: HK$36
million). The Trust’s equity would have been approximately HK$225 million lower (2015: HK$183
million) in response to the general increase 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 monitoring the non-HKD/USD exposure.
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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14 FINANCIAL RISK MANAGEMENT (cont.)

14.1 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 cash flows:

2016 2015
ZEARUT =@BAE—F =BASUT =BRAZ—%F
Upto >3 months —FHE fek) Upto >3 months —FHE ko)
BEET in HK$ million 3 months to1year Over1 year Total 3 months to1year Over1year Total
FOTEMBEE Non-derivative
financial liabilities
12 fr S A OB RR Allocations awaiting
payment 12,166 - - 12,166 10,944 = = 10,944
LURREELEN Net-settled derivative
PTERBEE financial liabilities 27 1 242 270 29 2 95 126
12,193 1 242 12,436 10,973 2 95 11,070

RZO—ARFAA=1H  FEEESFFENRTRE
ERNMESHESEREERER T RNTEE
T (ZO—RF ! RTHEENAFTNEEERT) - T
HEREEBE-O—RFARA=ZTHLEKR=0—H
FARA=TRENRFEERIESHELDT - &
LEOBRAESE  WIRERTANIM AL A
BHIRAR - TRABENRBESSNRTRETR
g EERESHBRRRAFINREEE (BH
B) T@E e

As at 30 June 2016, the maximum gross notional value of outstanding foreign exchange forward
contracts held by the Trust was HK$6,180 million (2015: HK$6,488 million). The table below analyses
the Trust’s outstanding foreign exchange forward contracts as at 30 June 2016 and 2015 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 statement of financial position.

2016 2015
Z@ARUAT =BAZE—F =BAEUT =BAZ—%F
Upto >3 months —FHE Fek) Upto >3 months —FHE ko)
BEBT in HK$ million 3 months to1year Over 1 year Total 3 months to1year Over1year Total
EHNESH Foreign exchange
forward contracts
piitesl Outflows (5,707) (402) (71) (6,180) (6,325) (153) (10) (6,488)
A Inflows 5,739 404 71 6,214 6,298 153 10 6,461
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14 FINANCIAL RISK MANAGEMENT (cont.)

14.1 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, 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 financial institutions with good credit standing.
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 2016, the Trust’s
maximum exposure to the credit risk of financial assets as defined in note 2.6 approximated their
carrying amounts in the statement of financial position.

14.2 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 contributions; 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.

14.3 Fair value estimation

HKFRS 13 requires disclosure for assets and liabilities 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
assets and liabilities.

Level 2: fair values measured using quoted prices in active markets for similar assets and liabilities,
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 (e.g. discounted cash flow analysis) 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 fair values of Level 2 financial assets and liabilities have been determined based on quotes
from market makers or alternative pricing sources supported by observable inputs. The most
significant input is market interest rates.

The financial assets classified as Level 3 and presented in the table consist mainly of alternative
investments that are not traded in an active market. These have been valued based on information
derived from individual fund reports, or audited reports received from respective fund managers
and considering other relevant factors if deemed necessary.
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14 FINANCIAL RISK MANAGEMENT (cont.)
14.3 Fair value estimation (cont.)
(a) The following tables present the Trust’s financial assets and liabilities that were measured

BB EERERE - at fair value as at 30 June.
EAE$ Capital Fund
2016 2015
&A1 &Al 2 &AI3 ko) A &Al 2 &AI3 s
BEBT in HK$ million Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
BE Assets
REIRE Long-term investments
AEHE Available-for-sale
M EE financial assets
BRE Equities 2,128 - - 2,128 3,567 - - 3,567
BEKRE Alternative
investments - - 6,659 6,659 - - 5,674 5,674
fTESRI A Derivative financial
instruments - 1 - 1 = - - -
2,128 1 6,659 8,788 3,567 - 5,674 9,241
B E S Allocations Fund
2016 2015
&A1 &Al 2 &AI3 ko) &R A2 &HI3 s
BEBT in HK$ million Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
BE Assets
FRUEZEEEE Investments held to fund
HIIRE charitable projects
AEHE Available-for-sale
s EE financial assets
BRE Equities 289 - - 289 343 - - 343
BEES Debt Securities 78 - - 78 359 - - 359
BSEKRE Alternative
investments - - 1,831 1,831 - - 1,750 1,750
fTESRI A Derivative financial
instruments - 4 - 4 = - - -
=N Liabilities
THESHmMIA Derivative financial
instruments - 4) = 4) - - _ _
367 - 1,831 2,198 702 - 1,750 2,452

ERESHNBERENEERNSHRBER B BE
B0 BROAFEETTERINEAREE -
RZO—RERZO—FE  FRESE=EA
FEBEFERBINEEE o

The Trust’s policy is to recognise transfer into and out of fair value hierarchy levels as of the date
of the event or change in circumstances that caused the transfer.

During the years of 2016 and 2015, there were no transfers between the three levels of fair value
hierarchy classifications for the Trust.
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14 FINANCIAL RISK MANAGEMENT (cont.)
14.3 Fair value estimation (cont.)

(b) The movements of the Trust’s balance of the assets and liabilities measured at fair value

REMFEHEBHNT | based on Level 3 were as follows:
EAES BRES
Capital ~ Allocations wE
BEBT in HK$ million Fund Fund Total
—O—&=%tHA—H At 1 July 2015 5,674 1,750 7,424
EUTHRERNRE/ (B518) 258 Total gains/(losses) recognised in
LVEnE. Income statement 52 2) 50
2HENEE Statement of comprehensive income (100) (45) (145)
BBA Purchases 1,325 288 1,613
HE Sales (292) (160) (452)
ZO—AREXA=TH At 30 June 2016 6,659 1,831 8,490
FRFTAREREIERPIRER Total gains/(losses) for the year included in income statement
AUEBZEEEA N and presented in surplus from long-term investments and
REBSINE/ (F18) 4248 investments held to fund charitable projects 52 2 50
ERPRISENEERBERERFTA Total gains for the year included in income statement for
WaERIHIERIRER assets and liabilities held at the end of the reporting period
ANEZEEBNRERBBRIINGEETE and presented in surplus from long-term investments and
investments held to fund charitable projects - - -
EAES BRES
Capital ~ Allocations wE
BEBT in HK$ million Fund Fund Total
—O—mMEER—H At 1 July 2014 5,262 1,422 6,684
EUTHRRERN NS EE Total gains recognised in
LVEnE. Income statement 81 2 83
ZHEKEE Statement of comprehensive income 235 43 278
A Purchases 750 459 1,209
HE Sales (654) (176) (830)
—O—EHFERA=1H At 30 June 2015 5,674 1,750 7,424
FRFTAREREIERPIRER Total gains for the year included in income statement and
AUEZEEBNRERBBRIINGEETE presented in surplus from long-term investments and
investments held to fund charitable projects 81 2 83

EBBREANEEREBENFAFTA
WERIFIERBRER
REZEERB NRERRIKEAE

Total gains for the year included in income statement for
assets and liabilities held at the end of the reporting period
and presented in surplus from long-term investments and
investments held to fund charitable projects
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14 FINANCIAL RISK MANAGEMENT (cont.)

14.3 Fair value estimation (cont.)

(c) The valuation technique and inputs used in the fair value measurements within Level 2 as at
30 June 2016 and 2015 were as follows:

f-tic] fRERTS ERBASH

Description Valuation technique Significant inputs

B ERE/EE

Financial assets/liabilities
BHESEH FRAERE IR
Forward contracts on bonds Discounted cash flow Discount rate
EHIMESH FRAERE ABRER
Foreign exchange forward contracts Discounted cash flow Observable exchange rates
HiRE HO - R EERR EX - RERRKIE
Options Black-Scholes model Exchange rates, interest rates and volatility levels
=5 FRAESRE BEESENIBRRERRIEHER
Swaps Discounted cash flow Observable exchange rates and

(d) R=O—AREANA=Z+HRZO—FFENA=TF
B @ s ERAISARI L FREFEAEX FLZHE

swap rates of respective currency

(d) Additional information about fair value measurements using significant unobservable inputs
within Level 3 as at 30 June 2016 and 2015 were as follows:

NS EA BB EFEIT :

Ehic) fEERHT BERELEERASH 8 (IREF19)

Description Valuation technique Significant unobservable inputs Range (weighted average)

MREE/8&

Financial assets/liabilities
EEESRE EEFE" i i
Real estate fund investments Net asset value* n/a n/a
AREREESRE EEFE" i i
Private equity fund investments Net asset value* n/a n/a
HAHAESRE EEFE" i i
Hedge fund investments Net asset value* n/a n/a
ZREERE EEFE" EA TEA
Multi-assets investments Net asset value* n/a n/a

EERBIBRBISWIREY FEERTSETE
B WERENEEDRESESKEMRERAER
EEREHCERRSNERRAZTEFERAME
BEEMEE ERESRBMEREEFEAZE
RENDFEE -
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*

The investments classified as Level 3 and presented in the table above are not traded in an active
market. These have been valued based on information derived from individual fund reports, or
audited reports received from respective fund managers and considering other relevant factors if
deemed necessary. The Trust has determined that the reported net asset values represent a fair
value of the captioned investments.

(e) At 30 June 2016 and 2015, no non-financial assets or liabilities were carried at fair value.



