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The Trustees have pleasure in submitting their annual report and the audited financial statements
for the year ended 30 June 2011.

Principal activities

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

Financial statements

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

Funds
Movements in funds of the Trust during the year are set out in note 8 to the financial
statements.

Donations
During the year, the Trust allocated HK$1,622 million for charitable purposes, as shown on pages
108 to 113.

Trustees
The Trustees of the Trust are the twelve Stewards of The Hong Kong Jockey Club (the “Club”) as
listed on page 5 of this annual report.

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

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

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

T Brian Stevenson
Chairman
22 July 2011
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To the Trustees of The Hong Kong Jockey Club Charities Trust
(established in Hong Kong)

We have audited the financial statements of The Hong Kong Jockey Club Charities Trust (the
“Trust”) set out on pages 178 to 196, which comprise the statement of financial position as at
30 June 2011, 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 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 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 state of affairs of the Trust
as at 30 June 2011, and of its surplus and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 22 July 2011
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INCOME STATEMENT / W &

BEASA=1THILLEE for the year ended 30 June ERE$E Capital Fund B E S Allocations Fund #%8 Total
BEET in HK$ million FfizF Note 2011 2010 2011 2010 2011 2010
BREREESSEE Appropriations from
The Hong Kong
Jockey Club Group 670 400 1,130 1,100 1,800 1,500
HERENRE . Surplus on sale of investments:
- BRAtA—BERHN - realisation of amounts
BHAE/ (BER) 217 previously recognised
in revaluation
reserve at 1 July 8 (211) 5 (359) 13 (570)
- REEREENHEE - amount arising
in current year 1,007 325 286 380 1,293 705
1,015 114 291 21 1,306 135
REMEBR B Dividend income
-k from investments — listed 143 119 17 11 160 130
— LW — unlisted 88 104 60 - 148 104
RE SR SR Interest income
— kMW from investments — listed 144 138 74 49 218 187
— LW — unlisted 87 75 39 36 126 111
EFRAE RS Interest income from deposits 1 1 9 7 10 8
FTEESMIT AT (BE) /WS Net (losses)/gains of derivative
financial instruments (121) 227 (117) 107 (238) 334
BRAFEEBBERYIRN Net gains of financial assets
BB EENF G at fair value through
profit or loss - - 2 1 2 1
BAREBLERER Forfeited dividends and refunds - - 55 51 55 51
EEEH Management expenses - - (44) (40) (44) (40)
BEZRSEBER Surplus before allocation to
BT EIRTR B R charitable organisations
and community projects 2,027 1,178 1,516 1,343 3,543 2,521
i A B FA 9B 1 3 X Previous allocations not utilised - = 25 73 25 73
BRTEEHRERTEE Allocation to charitable
organisations and
community projects - - (1,622) (1,521) (1,622) (1,521)
BAESHNFERBS/ (BE) Net surplus/(deficit)
transferred to Funds 8 2,027 1,178 (81) (105) 1,946 1,073
BE&F4&E6 Funds balance at
the beginning of the year 8 16,309 15,131 1,534 1,639 17,843 16,770
S FREH Funds balance at
the end of the year 8 18,336 16,309 1,453 1,534 19,789 17,843
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STATEMENT OF COMPREHENSIVE INCOME / 2 H k& *

BEAA=THLEE

for the year ended 30 June

BEAES$ Capital Fund

BFES Allocations Fund

#2858 Total

BEBT in HK$ million FftzE Note 2011 2010 2011 2010 2011 2010
BAESHBEERS/ (BE) Net surplus/(deficit)
transferred to Funds 2,027 1,178 (81) (105) 1,946 1,073
Hib2mEmlE Other comprehensive income
A EEEE Available-for-sale
financial assets
REBLERG/ (FE) Surplus/(deficit)
on revaluation
of investments 8 1,451 878 216 (36) 1,667 842
B EREA Realised (gains)/losses
Wik HE IR (W) B8 reclassified to
income statement 8 (8) 211 (5) 359 (13) 570
AEEBRBEEMEEEE Other comprehensive
income for the year,
net of tax 1,443 1,089 211 323 1,654 1,412
REEZHENELEEE Total comprehensive
income for the year 3,470 2,267 130 218 3,600 2,485
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STATEMENT OF FINANCIAL POSITION / Bt % AR K

~A=+H at 30 June EARE#$ Capital Fund B E £ Allocations Fund #2%8 Total
BEBT in HK$ million Mtz Note 2011 2010 2011 2010 2011 2010
IERBEE Non-current assets
REKRE Long-term investments 4 19,698 16,228 - - 19,698 16,228
RBEE Current assets
ALUEBZEERNRE Investments held to
fund charitable projects 5 - - 6,219 4,898 6,219 4,898
BERREWRFIE Loans and receivables - - 68 48 68 48
SEHETERR Shortterm deposits 6 - - 1,809 2,272 1,809 2,272
RITER Bank balances - - 3 3 3 3
- - 8,099 7,221 8,099 7,221
REEE Current liabilities
EEES-ZRE: O EN Allocations
awaiting payment 7 - — (6,497) (5,751) (6,497) (5,751)
Hth R FRIE Other payables - - (2) = (2) =
- - (6,499) (5,751) (6,499) (5,751)
MENEEFRE Net current assets - - 1,600 1,470 1,600 1,470
19,698 16,228 1,600 1,470 21,298 17,698
& Funds 8 19,698 16,228 1,600 1,470 21,298 17,698
HEEFEA T Brian Stevenson
HEX{E Simon S O Ip
R Trustees
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STATEMENT OF CHANGES IN FUNDS/ Eg#y K

BARE$ Capital Fund B ES Allocations Fund #8%8 Total
BEBT in HK$ million 2011 2010 2011 2010 2011 2010
BEtA—HINESHAE Total funds at 1 July 16,228 13,961 1,470 1,252 17,698 15,213
REEZHEINELEEE Total comprehensive income
for the year 3,470 2,267 130 218 3,600 2,485
BEAAB=THLEHNESHE Total funds at 30 June 19,698 16,228 1,600 1,470 21,298 17,698
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STATEMENT OF CASH FLOWS / RERBR

BEAAZTHLFE

for the year ended 30 June

BEET in HK$ million 2011 2010
BT Operating activities
BAREBEERER Forfeited dividends and refunds 55 51
BREGAESFEEE Appropriations from The Hong Kong Jockey Club Group 1,800 1,500
NRTFEERBREESS Payments to charitable organisations and community projects (851) (754)
R IE R A Decrease in receivables = 7
HhFE(FFRIEIE N Increase in other payables 2 =
EEEEAMNAREEARGERALE Loan (made to)/repayment from
(FTEEF) / Fg & The Jockey Club Kau Sai Chau Public Golf Course Limited (20) 10
EEER Management expenses (44) (40)
EETHNFESRA Net cash inflow from operating activities 942 774
REEH Investing activities
2 WEFI S Interest received 354 312
2 WER S Dividends received 308 234
BEAHEEMBEEE Purchase of available-for-sale financial assets (19,943) (22,765)
HEAHEENKERE Sale of available-for-sale financial assets 18,037 22,054
BERATEEEBERIIRNMEEE Purchase of financial assets at fair value through profit or loss - (114)
HERA T EREBIERTIRNTKEE Sale of financial assets at fair value through profit or loss - 77
HOTESMT ERT (F) / WHEERIE Net (payment)/receipt for derivative financial instruments (215) 396
REFBNFRS ORE)/RA Net cash (outflow)/inflow from investing activities (1,459) 194
BeRBSEEWF CRL)/Em Net (decrease)/increase in cash and cash equivalents (517) 968
FNEERRESEEY Cash and cash equivalents at the beginning of the year 2,275 1,296
Hiaas Exchange gains 54 11
EFRESRRESEEY Cash and cash equivalents at the end of the year 1,812 2,275
REeERBEEEBYERZIWN Analysis of the balances of cash and cash equivalents
EHIERR Short-term deposits 1,809 2,272
RITER Bank balances 3 3
1,812 2,275
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NOTES TO THE FINANCIAL STATEMENTS / Bt % R M &
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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), unless
otherwise stated.

The financial statements on pages 178 to 196 were approved by the Board of Trustees on 22
July 2011.

2 Principal accounting policies

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

2.1 Basis of preparation

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

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

The preparation of financial statements in conformity with HKFRS requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the
process of applying the Trust’s accounting policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates are significant to the financial statements
are disclosed in note 12.3.

New and revised standards, and amendments that are relevant to the Trust’s operations but are
not yet effective

The following new and revised standards, and amendments have been published and are mandatory
for accounting periods beginning on or after 1 January 2011, but have not been early adopted by
the Trust:

HKFRS 9 Financial Instruments

HKAS 24 (Revised) Related Party Disclosures

HKASs (Amendments) Improvements to HKFRSs

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

2.2 Funds

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

2.3 Long-term investments

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

2.4 Investments held to fund charitable projects

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

2.5 Financial assets
The Trust classifies its financial assets in the following categories: available-for-sale financial
assets, derivative financial instruments, financial assets at fair value through profit or loss, loans
and receivables, and cash and cash equivalents. The classification depends on the purpose for
which the financial assets were acquired. Management determines the classification of the
financial assets at initial recognition and re-evaluates this designation at every reporting date.
Purchases and sales of financial assets are recognised on trade day — the date on which the
Trust commits to purchase or sell the assets. Investments are initially recognised at fair value
plus transaction costs for all financial assets not carried at fair value through profit or loss.
Financial assets carried at fair value through profit or loss are initially recognised at fair value,
and transaction costs are expensed in the income statement.

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
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. Changes in fair value are recognised in other comprehensive
income and retained in the investment revaluation reserve until the assets are sold. On the sale
of these assets, the differences between the net sale proceeds and the carrying value and the
cumulative gains or losses previously recognised in other comprehensive income are reclassified
from investment revaluation reserve to “Surplus/deficit on sale of investments”.

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

(b) Derivative financial instruments

The Trust uses derivatives such as interest rate swaps or foreign exchange forward contracts to
manage its financial risks and to facilitate the implementation of its investment strategies.
Derivatives are initially recognised at fair value on the date derivative contracts are entered into
and are subsequently re-measured at their fair value. Changes in fair value of the derivatives are
recognised in the income statement unless the derivatives are designated as hedges.
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2 Principal accounting policies (cont.)

2.5 Financial assets (cont.)

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

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

(d) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They are carried at amortised cost using the effective
interest method and are included in current assets, except for maturities greater than 12 months
after the end of the reporting period where these are classified as non-current assets. The Trust’s
loans and receivables comprise “Loans and receivables” and “Short-term deposits” in the
statement of financial position.

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

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

2.6 Foreign currency translation

(a) Functional and presentation currency

Iltems 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.

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

2.7 Revenue recognition

Interest income is recognised on a time-proportion basis using the effective interest method.
Dividend income is recognised when the right to receive payment is established.
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2 Principal accounting policies (cont.)

2.8 Allocations to charitable organisations and community projects

Allocations to charitable organisations and community projects are charged to the income
statement when they are approved by the Board of Trustees.

2.9 Forfeited dividends and refunds

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

2.10 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 12.3.

4 REjIRE 4 Long-term investments
EZAES Capital Fund
BEET in HK$ million 2011 2010
A EREEE Available-for-sale financial assets
BRE Equities
EEBLED Listed in Hong Kong 3,808 3,259
e Em Listed overseas 6,664 5,420
10,472 8,679
BXFES Debt securities
/LS Listed overseas 3,227 2,655
JFEH Unlisted 1,937 1,764
5,164 4,419
FHERE Alternative investments
¥ Unlisted 2,448 1,764
18,084 14,862
PTEEmI A (FHFE9) Derivative financial instruments (note 9) 11 19
HEFRENES Funds awaiting investment 863 825
FR Deposits 740 522
19,698 16,228

EREERERNMETHERANERES 2 =8\ —
(ZO—O%F : BHZ=HAZ) - BHBERERNE
EREEE A PRERE  MENETSHRARNE
(ZO—O%F : \&) o
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The debt securities and deposits carried a weighted average effective interest rate of 3.81%
(2010: 3.63%). The carrying amounts of the debt securities and deposits approximated their fair
values and their weighted average maturity was 8 years (2010: 8 years).
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4 REIRE (48) 4 Long-term investments (cont.)

BARES Capital Fund
2011 2010

REOREUTIIEEHTE : Long-term investments are denominated in the following currencies:
EV usbD 49% 52%
BT HKD 25% 23%
B EUR 11% 11%
H JPY 4% 5%
s GBP 3% 2%
Hih 5 Other currencies 8% 7%
100% 100%

5 ALEBEEEBMRE

5 Investments held to fund charitable projects

R E £ Allocations Fund

BABET in HK$ million 2011 2010
At SRR EE Available-for-sale financial assets
RE Equities
ERBLH Listed in Hong Kong 355 273
1w/ Em Listed overseas 580 447
935 720
BXES Debt securities
ERBLH Listed in Hong Kong 279 85
1w/ Em Listed overseas 1,742 1,350
kLt Unlisted 1,386 1,113
3,407 2,548
FERE Alternative investments
LM Unlisted 1,655 1,504
5,997 4,772
BRAFEEBBERYIRNTISERE Financial assets at fair value through profit or loss 40 37
TESmIE (EE9) Derivative financial instruments (note 9) (1) 15
HFRENES Funds awaiting investment 183 74
6,219 4,898

EBRESZNNEFHIERANRDE2 2=8== (=0
—OF ' Hoz=RhZ) - EBRFSNIREAEEEH
NPEEESE  MEMEFIHRYB[LF (ZO0-0

& 1 NE) o

The debt securities carried a weighted average effective interest rate of 3.33% (2010: 2.92%).
The carrying amounts of the debt securities approximated their fair values and their weighted

average maturity was 7 years (2010: 6 years).
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5 Investments held to fund charitable projects (cont.)

BFES Allocations Fund

2011 2010

ALIEBEEZBEE NREUTIEREITE : Investments held to fund charitable projects

are denominated in the following currencies:
=TT uUsD 58% 73%
BT HKD 17% 12%
B EUR 11% 9%
AR RMB 5% -
HEE GBP 3% 2%
BT AUD - 1%
Hihg#k Other currencies 6% 3%
100% 100%
6 EHAHR 6 Short-term deposits

EHERNMEFIERNRSF22—H=1 (=0
—OfF  EoEHLH) - EHFRNREEEEH
NP EEESE  MEMEFIHRU[/LT=R (ZO
—OfF : =+=H) - EHERUBTHELFE -

7 EFEAEEER

HRAEEESR AR BRI BRI REEER
SHRBREFRD T @A 2K - AREEESEERF
XNHNBESIMERBEE - A - ERNETESCTEM
EYNBEHEMNE  BERRNES R T RERE
HERBEHZR B - BB BEA~A=T

B ARV ERSHAT ¢

The weighted average effective interest rate on short-term deposits was 1.34% (2010: 0.75%).
The carrying amounts of short-term deposits approximated their fair values and their weighted
average maturity was 72 days (2010: 22 days). The short-term deposits were denominated in
Hong Kong Dollar (“HKD”) or United States Dollar (“USD”).

7 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:

2011 2010

R—FR Within one year 1,786 851
RE_ZE=FA In the second to third year inclusive 2,900 3,016
RE=F% After the third year 1,811 1,884
6,497 5,751l

BYRNEEN TR ERNZEEENEENE » X7

AEER EARROTEET YR A ARG o

188/

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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8 E& 8 Funds
EARES Capital Fund B E# Allocations Fund
REBHEHE REBMEGHE
He#8  Investment E&%8  Investment
Fund  revaluation wazE Fund  revaluation e
BABET in HK$ million balance reserve Total balance reserve Total
—O—O%tA—H At 1 July 2010 16,309 (81) 16,228 1,534 (64) 1,470
HEE W AR Transfer from
income statement 2,027 - 2,027 (81) - (81)
At S EEN Surplus on
BB revaluation of
available-for-sale
financial assets - 1,451 1,451 - 216 216
Al E R & E HE R Realised gains on
EERNEEHBRANER disposal of
available-for-sale
financial assets
reclassified to
income statement - (8) (8) - (5) (5)
- 1,443 1,443 - 211 211
—O——%3XxA=t+H At 30 June 2011 18,336 1,362 19,698 1,453 147 1,600
—OOhEtA—H At 1 July 2009 15,131 (1,1470) 13,961 1,639 (387) 1,252
HEE W AR Transfer from
income statement 1,178 - 1,178 (105) - (105)
AHHENKEEN Surplus/(deficit) on
BEEE/ (ER) revaluation of
available-for-sale
financial assets - 878 878 - (36) (36)
Al E R & E HE R Realised losses on
ERBREEEHN S BB ARGEE disposal of
available-for-sale
financial assets
reclassified to
income statement - 211 211 - 865 5659
- 1,089 1,089 - 28 323
—O—Of~A=1+H At 30 June 2010 16,309 (81) 16,228 1,534 (64) 1,470
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9 Derivative financial instruments

EAES BRES
Capital Allocations
Fund Fund
BEBT in HK$ million (FfzE note 4)  (FtzE note 5)
HE Futures 10 2
RHEINES L Foreign exchange forward contracts 8 4
HARE Options 2 1
RHESEHN Forward contracts on bonds 1
=5 Swaps (10) (8)
—O——#xA=+H At 30 June 2011 11 (1)
RHESEHN Forward contracts on bonds 17 =
RHEINES L Foreign exchange forward contracts 9 8
HE Futures (10) 5
HARE Options (2) 2)
= Hf Swaps 5 4
—O—O%x<A=*+H At 30 June 2010 19 15
10 #IE 10 Taxation

SHESEHEMNEBRIEN  Hi L mELEE
el o

11 WBHFAEALZRS
EREESHESERETEHNELARYARE - ANES
EERRETEFEEEEESETA  UREFEE
FANABRESEARSERADNNEFSEXNREBRD
AEERRE  BLERESHEEFEEANARSH
RRSERAARBEFENREERAALGEHE
ERECHAMBEFBEALEETHRZUT !

111 EEEH

FR - FRESHREERENTRRZERY  O5S
XNEREANTEEERT (ZO—OF : IT&#
7T)  BEFRIAWERZA

112 AEFSEEENLCRSHERRSERABRMGHY
EX

REHRPR  FERESHNERREWRFEHEE-—%F
AFTAEEBERT (ZO—OF  =ZFABEBTT) WX
H o EEREREAESABEFEEAMNARSHEAR
SARDREHERNGER - BREREAKEFEA
o BEAMSEESFHERIGHEE -
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No provision for taxation had been made because the Trust is exempt from Hong Kong
profits tax.

11 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 other related parties:

11.1 Management expenses

During the year, the Trust paid the Club management expenses of HK$44 million (2010: HK$40
million) for administrative and support services provided by the Club and charged this amount in
the income statement.

11.2 Loan to KSCGC

At the end of the reporting period, included under the loans and receivables was HK$59 million
(2010: HK$39 million) representing the balance of an interest-free, unsecured and repayable on
demand loan made by the Trust to KSCGC.
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NOTES TO THE FINANCIAL STATEMENTS /FJI R M

12 Financial risk management

12.1 Financial risk factors

The Trust’s investment 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.

(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 remaining currency
exposure arises from globally diversified investments in equities and bonds.

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

2011 2010
HERNBAES HERNBAES
EEBIRTS RIS EEBIRTS R &
ERald:) Effect on ERaad:y) Effect on
RIS / HE55 surplus RIS /55 surplus
If currency transferred If currency transferred
strengthened/ to Funds strengthened/ to Funds
BEBT in HK$ million weakened by for the year weakened by for the year
B EUR 5% 37 5% 23
H JPY 5% 27 5% 22
AR RMB 5% 20 5% -
R GBP 5% 8 5% 4

(i) REEEE
BREEXRRABEERREEREES M BEENR
B o ARBREEETY  SSRERENEETRE
HLERESASERZERRAR - BLREENK
MRERAZIAATEEETEEEET ©

REFHR  FSEEERETENEE LA /T
BKE22E  EHMAEAEERIERFTENER
T GRESEREESREANREEHRSG
SRAHEERENATFEELZEMIGM /KD
ANMEZTHABBRT (ZO—0OF : REBMLEER
D/ EBMANEZNEESBT) ©

(ii) Equity price risk

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

At the end of the reporting period, if the prices of the respective equity instruments had been
5% higher/lower, with all other variables held constant, the Trust’s investment revaluation surplus
included within the Funds would have increased/decreased by HK$635 million (2010: HK$604
million decreased/increased on investment revaluation deficit) as a result of the changes in
fair value of available-for-sale investments.
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12 Financial risk management (cont.)

12.1 Financial risk factors (cont.)

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

At the end of the reporting period, 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$19 million higher (2010:
HK$20 million). The investment revaluation surplus included within the Funds would have been
approximately HK$188 million lower (2010: HK$127 million higher on investment revaluation
deficit) 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.

(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:

2011
ZEARUT =EAZE—&

Up to >3 months “azg

BEBT in HK$ million 3 months to 1 year Total
FOTEMBEE Non-derivative financial liabilities

EEES-ZRE: O EN Allocations awaiting payment 6,497 - 6,497

Hih eS8 Other payables 2 = 2

TTETE (URHBREELH) Derivatives (net-settled) 1 2 3

6,500 2 6,502
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12 Financial risk management (cont.)
12.1 Financial risk factors (cont.)

(b) ZEEZ R (18) (b) Liquidity risk (cont.)
2010
=ZBEARUT =BAZE—F

Up to >3 months e
BBET in HK$ million 3 months to 1 year Total

FTEMBAE Non-derivative financial liabilities
EEESEEEE T Allocations awaiting payment 5,751 = 5,751
TTETE (LUFEEREELESH) Derivatives (net-settled) 18 2 20
5,769 2 5,771

RZO——FAA=1TH  FRESHEFANARFTRE
HIECHRSEREEREARTEE—TEERS
T (ZO—OF : AtER=FEEER) TRY
EREEBE=O——FAA=THLER=0O—-0%F=x
A=THLENAFPRERIESHELDIT - BLESH
BB EE  WREBRTANEH B 25 FRAMRA
Bl e TRAMRBENZFERSHRTRRASRE » BIET
ESUHBARRRATINREEE (BIHE) RE -

As at 30 June 2011, the maximum gross notional value of outstanding foreign exchange forward
contracts held by the Trust was HK$6,515 million (2010: HK$6,426 million). The table below
analyses the Trust’s outstanding foreign exchange forward contracts as at 30 June 2011 and
2010 that would be settled on a gross basis into relevant maturity buckets based on their remaining
contractual maturity dates. The amounts disclosed in the table are contractual undiscounted
cash flows, which are different from the carrying amounts (i.e. market values) in the Trust’s
statement of financial position.

2011 2010
ZEARUT =@BAZE—F =EARUT =@ERAZE—F
Upto >3 months wazg Upto >3 months g
BBET in HK$ million 3 months to 1 year Total 3 months to 1 year Total
RHIINESH Foreign exchange
forward contracts
i Outflows (6,270) (245) (6,515) (6,391) (35) (6,4206)
A Inflows 6,281 246 6,527 6,410 S8 6,443
(c) FEmRE (c) Credit risk

HMEEARRZHTF - AVBRIREZREREH
KE2BIEHNER  ALEEESRSEFERR -
FEEBREERAGTESNEN  BRIERITE

ERESERERREIZHFRIBEE - LK
FREAGENRRFNUBEE  BEREAZINEE
Bk - ERESREXZHFNEEFRRIBEEIM
EEFEERE  MEtESE —EHERS W F A
ZHERERAR - ERXZUFHNEERR - AIRERS
U BERNRREEEE - R=O——F A=t
B EEESAAZFERARBNYBEE (WHEE2.5)
RSN - BTSN R TSI B AR E(EE -

122 EXEBER
FEAESERELNNRE  ERNREFTESHNFER

P
- EAZBRAEZEPHE  HARRMBERBEL
Bt &

- XPEAESRERE  YRGEHEER -

ERESTHERAER - DFHRRRAFRHNE
SR URRGTESEBEAZHR - HHEFEl
EEHEE

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 2011, the Trust’s
maximum exposure to the credit risk of financial assets as defined in note 2.5 approximated their
carrying amounts in the statement of financial position.

12.2 Capital risk management
The Trust’s objectives when managing capital are to safeguard the Trust’s ability to continue as
a going concern in order to:
— be a major benefactor of public and community services through charitable contribution; and
— support the Trust’s stability and growth.

The Trust monitors its capital which is same as the Funds shown in its statement of financial
position to ensure an appropriate level of return is made to the community in the form of
donations.
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12 Financial risk management (cont.)

12.3 Fair value estimation

HKFRS 7 requires disclosure for financial instruments that are measured at fair value by level of
the following fair value measurement hierarchy, which is categorised based on the lowest level

of input that is significant to that fair value measurement.

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

financial instruments.

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

Level 3: fair values measured using valuation techniques in which any significant input is not

based on observable market data.

A market is regarded as active if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices

represent actual and regularly occurring market transactions on an arm'’s length basis.

TRERNRZ-ZO——FERA=+HUAFBEEMNE The following table presents the Trust's assets that were measured at fair value as at 30 June
RESEE 2011:
EARE$ Capital Fund
BEET in HK$ million # 7 Level 1 WA Level 2 A Level 3 #%8 Total
BE Assets
REKRE Long-term investments
A EREEE Available-for-sale financial assets
BRE Equities 10,472 - - 10,472
BEXES Debt securities - 5,164 - 5,164
BERE Alternative investments - - 2,448 2,448
fTEEmMIA Derivative financial instruments 10 1 - 11
10,482 5,165 2,448 18,095
HES Allocations Fund
BEET in HK$ million # 7 Level 1 WA Level 2 A Level 3 #%8 Total
BE Assets
ALEBZEERNIRE Investments held to
fund charitable projects
A ERKEE Available-for-sale financial assets
RE Equities 935 - - 935
BERES Debt securities - 3,407 - 3,407
FERE Alternative investments - - 1,655 1,655
BATEBBBERVIRNTIEERE Financial assets at fair value
through profit or loss - 40 - 40
PTHEEmMIA Derivative financial instruments 2 (3) - (1)
937 3,444 1,655 6,036
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12 Financial risk management (cont.)
12.3 Fair value estimation (cont.)

NOTES TO THE FINANCIAL STATEMENTS /FJI R M

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

RESEE 2010:
BARES Capital Fund
BEBT in HK$ million A Level 1 7B Level 2 # 7 Level 3 #3878 Total
aE Assets
REIRE Long-term investments
AHHEMBERE Available-for-sale financial assets
RE Equities 8,679 - - 8,679
E%E S Debt securities - 4,419 - 4,419
FERE Alternative investments = = 1,764 1,764
fTESRIA Derivative financial instruments (10) 29 - 19
8,669 4,448 1,764 14,881
B FE# Allocations Fund
BEBT in HK$ million A Level 1 A Level 2 # 7 Level 3 #3278 Total
aE Assets
AUEDZESERENRE Investments held to
fund charitable projects
AHHEMBERE Available-for-sale financial assets
BRE Equities 720 - - 720
BXES Debt securities = 2,548 = 2,548
FERE Alternative investments = = 1,504 1,504
RAFEEEBERIIRNMEEE Financial assets at fair value
through profit or loss - 37 - 37
fTESRIA Derivative financial instruments 5 10 - 15
725 2,595 1,504 4,824

RZO—&FR=O—0OF » ZHAFEBFELRE 2

B EE RN BEEEE -

During the years of 2011 and 2010, there were no significant transfers of financial assets among
the three levels of fair value hierarchy classifications.
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12 Financial risk management (cont.)
12.3 Fair value estimation (cont.)

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

based on Level 3 were as follows:

ERES BRES
Capital Allocations g
BEET in HK$ million Fund Fund Total
Z—O—O%+tABA—H At 1 July 2010 1,764 1,504 3,268
TELLTFRRTERH (B518) /W45 Total (losses)/gains recognised in
e Income statement - 1) (1)
e Statement of comprehensive income 84 92 176
BA Purchases 600 60 660
—O——%xA=*+H At 30 June 2011 2,448 1,655 4,103
FRFABRRLIMERARER Total losses for the year included in
AUEBZEEENRERGNE ISR income statement and presented in
surplus from long-term investments
and investments held to fund charitable projects - (1) (1)
EHRARFENEERBENERTT ARG R Total gains/(losses) for the year included in
WHIERBRER AUNEMZSEA N income statement for assets and liabilities held
BRERGRINE /(F5i18) #58 at the end of the reporting period and presented
in surplus from long-term investments
and investments held to fund charitable projects - - -
ERES BRES
Capital Allocations g
BEET in HK$ million Fund Fund Total
Z—OOh&E+LBA—H At 1 July 2009 776 - 776
E2HERSERERNEELRE Total losses recognised in
Statement of comprehensive income (14) (79) (93)
BA Purchases 1,002 1,583 2,585
—O—OFAR~A=TH At 30 June 2010 1,764 1,504 3,268

FAFTARBERLIMERMIRER
AL EBZEER
REBSIINE /(F518) B3

SHRBRSANEERBERFATARER
WHERBIRER BUEBZAZRE N
REBSIINE /(F518) B3

13 LbEEsr
ETHBHEFEFAR  UREAFENFEISR o
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Total gains/(losses) for the year included in
income statement and presented in
surplus from long-term investments
and investments held to fund charitable projects

Total gains/(losses) 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

13 Comparative figures

Certain comparative figures have been adjusted to conform with the current year’s

presentation.



