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The Stewards have pleasure in submitting their annual report and the audited consolidated financial
statements of The Hong Kong Jockey Club (“the Club”) and its subsidiaries (collectively the
“Group”) for the year ended 30 June 2013.

PRINCIPAL ACTIVITIES

During the year, the Group was primarily engaged in the conduct and control of horse racing in
Hong Kong and in operating authorised wagering activities on horse racing, football and lotteries,
and in managing members’ social and recreational facilities. The principal activities of its
subsidiaries are shown on pages 170 to 171.

RESULTS AND APPROPRIATIONS

The results and appropriations of the Group for the year are set out in the consolidated income
statement on page 126. All figures in the annual report and the audited consolidated financial
statements are expressed in millions of Hong Kong dollars, unless otherwise stated.

RESERVES
Movements in the reserves of the Group and the Club during the year are set out in notes 26 to
28 to the consolidated financial statements.

DONATIONS
During the year, the Group appropriated HK$1,900 million to The Hong Kong Jockey Club Charities
Trust and donated HK$118 million for other charitable purposes.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in property, plant and equipment of the Group and the Club are shown
in note 12 to the consolidated financial statements.

STEWARDS
The Board of Stewards during the year and up to the date of this annual report were listed on
page 3.

Mr T. Brian Stevenson and Dr Simon S O Ip were elected Chairman and Deputy Chairman
respectively immediately after the Annual General Meeting 2012.

Dr Donald K T Li retired as a Steward on 31 March 2013. On 1 April 2013, Mr Martin C K Liao
was co-opted as a Steward to replace Dr Donald K T Li.

In accordance with the Club’s Articles of Association, Mr Philip N L Chen, Mr Stephen Ip Shu
Kwan and Dr Rita Fan Hsu Lai Tai will retire by rotation at the forthcoming Annual General Meeting.
The three Stewards retiring by rotation, being eligible, will offer themselves for re-election. Mr
Martin C K Liao was co-opted as a Steward to replace Dr Donald K T Li until the forthcoming
Annual General Meeting, and, being eligible, will offer himself for re-election.

Stewards act in an entirely honorary capacity and have received no emoluments in the year
under review. No Steward had, during or at the end of the year, any material interest in any contract
of significance to the business of the Club or any of its subsidiaries.

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

AUDITORS
The consolidated 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 Stewards and is signed
for and on behalf of the Board.

T. Brian Stevenson
Chairman
26 July 2013
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TO THE MEMBERS OF THE HONG KONG JOCKEY CLUB
(incorporated in Hong Kong with liability limited by guarantee)

We have audited the consolidated financial statements of The Hong Kong Jockey Club (the “Club”)
and its subsidiaries (together, the “Group”) set out on pages 126 to 171 which comprise the
consolidated and the Club’s statements of financial position as at 30 June 2013, and the
consolidated income statement, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash flows for
the year then ended, and a summary of significant accounting policies and other explanatory
information.

STEWARDS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The Stewards of the Club are responsible for the preparation of consolidated 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 Companies
Ordinance, and for such internal control as the Stewards determine is necessary to enable the
preparation of consolidated 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 consolidated financial statements based on
our audit and to report our opinion solely to you, as a body, in accordance with section 141 of the
Hong Kong Companies Ordinance 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 consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of material misstatement of the
consolidated 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 consolidated 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 Stewards, as well as
evaluating the overall presentation of the consolidated 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 consolidated financial statements give a true and fair view of the state of affairs
of the Group and of the Club as at 30 June 2013, and of the Group’s surplus and cash flows for
the year then ended in accordance with Hong Kong Financial Reporting Standards and have been
properly prepared in accordance with the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 26 July 2013
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CONSOLIDATED INCOME STATEMENT

REWamR

BEXA=THLEE

for the year ended 30 June

HEET in HK$ million Hi3E Note 2013 2012
(Fi#aE note 1) (Ht3E note 1)
BEESHYE Number of race meetings 84 81
FEERIEBEE Amounts wagered by customers 2.2 152,603 138,997
EEREFWA Betting and lottery revenue 2.2 27,175 25,082
EEBRRSELH Betting and lottery duty (17,221) (15,768)
FFRF Hhith B S HehE Payment to racing jurisdictions outside Hong Kong (28) (48)
REES Lotteries Fund (1,144) (1,154)
R REE Net margin and commission 4 8,782 8,112
Hg A Other revenue 5 2,793 3,340
11,575 11,452
R A Operating costs 6 (7,919) (7,346)
KRR Operating surplus 3,656 4,106
TR 2 i Interest income from deposits 154 125
BERERRPBREHSHRR Surplus from securities investments and
long-term investment portfolios 7 757 425
BERESRENRE Surplus from Contingency Fund investments 8 1,319 194
BisE A Finance costs 23 (6) 9)
Bk Financial surplus 2,224 735
Frib HREFIE R F] Share of profit of a jointly controlled entity 16 95 49
HIRBIE - BIERSEAESEZERBIUR Surplus before taxation, charitable donations to
BERTHEAESRBERESHNER Charities Trust, transfer to Contingency Fund
and Development Fund 5,975 4,890
HiiE Taxation 9 (458) (425)
HRBIER  BEZSEEESERERR Surplus after taxation and before charitable donations to
BERTHEAESRBEESHNER Charities Trust, transfer to Contingency Fund
and Development Fund 5,517 4,465
BRTERBESSLERETES Appropriations to The Hong Kong Jockey Club Charities Trust 10
- BRES - Allocations Fund (1,400) (1,600)
- EXES - Capital Fund (500) (200)
BREBRBREZENFERS Net surplus after appropriations and taxation 3,617 2,665
ERTERAES Transfer to Contingency Fund 27 (1,319) (194)
ERTRRES Transfer to Development Fund 28 (53) (18)
REBEBNBTERE Retained surplus transferred to Accumulated Reserves 26 2,245 2,453

F-BE=t-HEZE-Htt-ENHEBAGEMBEHREMN—5 - The notes on pages 132 to 171 are an integral part of these consolidated financial statements.



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

REETERER

BEAA=THLEE

for the year ended 30 June

HEET in HK$ million Hi3E Note 2013 2012
BREBRBEZENFERA Net surplus after appropriations and taxation 3,617 2,665
Hitn2mEU = Other comprehensive income
HEEEH»E ltems that may be reclassified subsequently
BAKERWER to income statement
AEHENKERE Available-for-sale financial assets
EEEH Change in value
BEESRRARELAS Debt securities and long-term investment portfolios 26 215 (402)
ERESKRE Contingency Fund investments 27 (286) (857)
BRESRIPREAS Development Fund long-term investment portfolios 28 13 (10)
EMHRELRSE Currency translation differences 26 926 9
AEERBBAEMEERE /(EBE) Other comprehensive income/(loss) for the year, net of tax 38 (1,260)
AREEZEZEWELEE Total comprehensive income for the year 3,655 1,405

E-B=t-EE-BtT-ENNEBEAGEUBRRN -2 -

The notes on pages 132 to 171 are an integral part of these consolidated financial statements.
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STATEMENT OF FINANCIAL POSITION

B 3 AR OR &
BERNA=TALEE at 30 June #%& Consolidated 5& Club
HEET in HK$ million HiEE Note 2013 2012 2013 2012
FREBEE Non-current assets
M - REREM Property, plant and equipment 12 6,087 4,987 4,922 4,179
EERHBE TR b fF AR Leasehold land and land use rights
under operating leases 13 1,367 1,346 - -
REYE Investment properties 14 3 3 3 3
B ARIRE Investments in subsidiaries 15 - - 1,140 1,140
HEEHERRE Investment in a jointly controlled entity 16 204 103 - -
HRESRE Contingency Fund investments 27 12,824 11,841 12,824 11,841
REREAS Long-term investment portfolios 17 13,618 13,049 11,044 10,552
THEeRmIA -EREERE Derivative financial instruments —
Contingency Fund investments 27,29 12 16 12 16
PTESMIA - HibiRE Derivative financial instruments —
other investments 29 13 19 13 19
REFFERTIE Long-term prepayments 18 427 443 - -
HihEE Other assets 19 323 353 323 353
34,878 32,160 30,281 28,103
REEE Current assets
BERFSEE Debt securities portfolio 20 467 526 467 526
[ B8 A B FRER B X Loans to subsidiaries 15 - - 1,677 1,909
FssEERE Assets held for sale 14 - = - =
HitREEE Other current assets 21 949 880 520 466
FEW BB A RMRIE Amounts due from subsidiaries 15 - = 1,763 901
THEeRMIA -ERESRE Derivative financial instruments —
Contingency Fund investments 27,29 85 22 85 22
PTESMIA - HibiRE Derivative financial instruments —
other investments 29 92 18 92 18
ySHEER N Short-term deposits 22 8,436 6,961 6,447 5,408
RITER  BEREMRBHES Bank balances, cash and other liquid funds 22 1,270 1,160 465 454
11,299 9,567 11,516 9,704
nREBEE Current liabilities
HHEIER Short-term loans 23 (120) (141) - -
T BRA R FE U R IE Creditors and receipts in advance 24 (5,390) (4,625) (3,516) (2,863)
FEF B A R RYFRIE Amounts due to subsidiaries 15 - - (4,104)  (3,694)
FEfIBiE Taxation payable (416) (457) (101) (121)
THEeRMIA -EREERE Derivative financial instruments —
Contingency Fund investments 27, 29 (46) (36) (46) (36)
PTESMIA - HibiRE Derivative financial instruments —
other investments 29 (46) 43) (46) (43)
(6,018) (5,302) (7,813) (6,757)
MBEEFAE Net current assets 5,281 4,265 3,703 2,947




STATEMENT OF FINANCIAL POSITION (cont.)

MBRR R (8

BEAA=THLEE at 30 June #%& Consolidated 5& Club
HEBT in HK$ million HzE Note 2013 2012 2013 2012
FERBAE Non-current liabilities
BRI EEE Deferred tax liabilities 25 (226) (144) (193) (137)
THEeRMIA -EREERE Derivative financial instruments —
Contingency Fund investments 27,29 (17) (18) (17) (18)
PTESMIA - HibiRE Derivative financial instruments —
other investments 29 (19) (21) (19) 21)
(262) (183) (229) (176)
39,897 36,242 33,755 30,874
& Reserves 26 25,944 23,388 20,897 19,049
ERES Contingency Fund 27 12,858 11,825 12,858 11,825
BRES Development Fund 28 1,095 1,029 - -
ERAE Total equity 39,897 36,242 33,755 30,874
£ T. Brian Stevenson
B aH Simon S O Ip
=R Stewards

E-B=t-EE-BtT-ENNEBEAGEUBRRN -2 -

The notes on pages 132 to 171 are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

TREERBEX
BRES BRES
f##%  Contingency Development wEE
BEBT in HK$ million Reserves Fund Fund Total
—O—=—HtA—RB&H% Balance at 1 July 2012 23,388 11,825 1,029 36,242
REEZHEKHEEE Total comprehensive
income for the year 2,556 1,033 66 3,655
—O—=FxB=1+H#&& Balance at 30 June 2013 25,944 12,858 1,095 39,897
—O——%tB—H#&& Balance at 1 July 2011 21,328 12,488 1,021 34,837
NEEZEWE / (F1B) 85 Total comprehensive
income/(loss) for the year 2,060 (663) 8 1,405
ZO—=—HEXRA=THEH Balance at 30 June 2012 23,388 11,825 1,029 36,242

E-B=t-EE-BtT-ENNEBEAGEUBRRN -2 -

The notes on pages 132 to 171 are an integral part of these consolidated financial statements.




CONSOLIDATED STATEMENT OF CASH FLOWS
REREREX

BEXA=THLEE

for the year ended 30 June

HEBT in HK$ million HiEE Note 2013 2012
=E ST Operating activities
EETEMELENRS Cash generated from operations 30 5,275 4,297
EXHRE Interest paid (6) 9)
EFEH Income tax paid (417) (265)
ERENMEHRBINR Income tax refunded - 25
BRTEAEEREEETES Appropriations to
The Hong Kong Jockey Club Charities Trust (1,900) (1,800)
EETBMEENTRS Net cash generated from operating activities 2,952 2,248
REES Investing activities
BEYE - REREM Purchase of property, plant and equipment (1,933) (1,188)
HEREWE Sale of investment property 18 883
HEME - RIBEREM Sale of property, plant and equipment - 2
2 WERRI S Interest received 479 500
EUWER S Dividends received 293 173
BEAHEENKEE Purchase of available-for-sale financial assets (33,022 (14,400)
HETHEEMEEE Sale of available-for-sale financial assets 32,959 13,171
HER AT EEES Sale of other financial assets
BRIBRNEMETEEE at fair value through profit or loss 23 29
HITESBMI AR (4)/ WFERE Net (payment)/receipt for derivative financial instruments (165) 284
REPREASHFR (38M) /#D (Increase)/decrease in deposits held in
long-term investment portfolios (140) 83
RETBFANFRS Net cash used in investing activities (1,488) (463)
REES Financing activities
EEEE Repayment of borrowings (25) (43)
RMETBFANFRS Net cash used in financing activities (25) (43)
ReERESEEBYFIEM Net increase in cash and cash equivalents 1,439 1,742
FORERREEEY Cash and cash equivalents at the beginning of the year 8,121 6,327
Rl Exchange gains 146 52
FRESRRESEEY Cash and cash equivalents at the end of the year 9,706 8,121
RERREZENEFIN Analysis of the balances of cash and cash equivalents
ySHEER N Short-term deposits 22 8,436 6,961
RITER B REMRHES Bank balances, cash and other liquid funds 22 1,270 1,160
9,706 8,121

E-B=t-EE-BtT-ENNEBEAGEUBRRN -2 -

The notes on pages 132 to 171 are an integral part of these consolidated financial statements.
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1 GENERAL INFORMATION
The Group is primarily engaged in the conduct and control of horse racing in Hong Kong and in
operating authorised wagering activities on horse racing, football and lotteries, and in managing
Members’ social and recreational facilities. The Club is incorporated in Hong Kong with liability
limited by guarantee. The address of its registered office is One Sports Road, Happy Valley, Hong
Kong. Details of the principal activities of its subsidiaries are set out on pages 170 to 171.

The last five race meetings of the 2011/12 racing season were held on 1 July 2012, 4 July 2012,
8 July 2012, 11 July 2012 and 15 July 2012 (“July 2012 race meetings”) and the last four race
meetings of the 2012/13 racing season were held on 1 July 2013, 4 July 2013, 7 July 2013 and
10 July 2013 (“July 2013 race meetings”). Accordingly, the financial results of July 2012 race
meetings have been included in the consolidated financial statements for the year ended 30 June
2013 and the financial results of July 2013 race meetings will be included in the consolidated
financial statements for the year ending 30 June 2014. The 2011/12 and 2012/13 proforma
consolidated income statement for the full racing season is shown on page 172.

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

The consolidated financial statements on pages 126 to 171 were approved by the Board of
Stewards on 26 July 2013.

2 PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated 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 consolidated financial statements have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRS”) issued by the Hong Kong Institute of Certified Public
Accountants.

The consolidated 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 consolidated 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 Group’s accounting policies. The areas involving a higher degree
of judgement or complexity, or areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed in note 3.

(a) Amendments to standards that are effective for the current accounting period
HKAS 1 (Amendments) Presentation of ltems of Other Comprehensive Income

The adoption of the amendments to this standard does not have any impact on the consolidated
financial statements and has not led to any changes in the Group’s accounting policies.
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2 PRINCIPAL ACCOUNTING POLICIES (cont.)
2.1 Basis of preparation (cont.)

(b) New and revised standards and amendments that are relevant to the Group’s operations but

are not yet effective and not early adopted

The following new and revised standards and amendments have been published and are mandatory
for the Group’s accounting periods commencing on or after 1 July 2013.

HKFRS 9 Financial Instruments

HKFRS 10 Consolidated Financial Statements
HKFRS 11 Joint Arrangements

HKFRS 12 Disclosure of Interests in Other Entities
HKFRS 13 Fair Value Measurement

HKAS 19 (2011) Employee Benefits
HKAS 27 (2011)
HKAS 28 (2011)
HKFRS 7 (Amendments)

HKAS 32 (Amendments)

Separate Financial Statements

Investments in Associates and Joint Ventures

Offsetting Financial Assets and Financial Liabilities

Disclosure — Offsetting Financial Assets and Financial Liabilities

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

2.2 Betting and lottery revenue

The Group reports net gains and losses arising from all betting and lottery activities as revenue,
which is the amounts wagered net of betting dividends, rebates and lottery prizes. A reconciliation

of the amounts wagered by customers to betting and lottery revenue is shown below.

2013
BEARB=THLFE for the year ended 30 June Horgszéff; Ei:fjﬁ P @i
BEBT in HK$ million betting betting Lottery Total
FEEIREHEE Amounts wagered by customers 94,370 50,606 7,627 152,603
BEXL BNRESRS Betting dividends, rebates and lottery prizes (79,116) (42,193) (4,119)  (125,428)
BEREZBA Betting and lottery revenue 15,254 8,413 3,508 27,175
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2 FEEFBUR (F)
2.2 BERESWA (F)

2 PRINCIPAL ACCOUNTING POLICIES (cont.)
2.2 Betting and lottery revenue (cont.)

2012
BEARB=THLFE for the year ended 30 June Hoﬁfffé Eoiif:ﬁ s @i
BEBT in HK$ million betting betting Lottery Total
FEEIRE MR Amounts wagered by customers 84,019 47,285 7,693 138,997
BEXL BNRESRS Betting dividends, rebates and lottery prizes (70,357) (39,404) (4,154) (113,915)
BERESRRA Betting and lottery revenue 13,662 7,881 3,539 25,082
GEWERENEEFRIAE  BEEREHRSE The consolidated income statement presents the amounts wagered by customers but this is for
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information purposes only. Amounts wagered represent amounts received in respect of bets placed
by customers on betting and lottery activities during the year.

2.3 Consolidation
The consolidated financial statements include the financial statements, made up to 30 June 2013,
of the Club and its direct and indirect subsidiaries.

(a) Subsidiaries

Subsidiaries are all entities over which the Group has the power to govern the financial and
operating policies. Subsidiaries are fully consolidated from the date on which control is transferred
to the Group. They are de-consolidated from the date that control ceases.

Inter-company transactions and balances between Group companies are eliminated. Accounting
policies of subsidiaries have been changed where necessary to ensure consistency with the
policies adopted by the Group.

In the Club’s statement of financial position, the investments in subsidiaries are stated at cost
less provision for impairment losses. Cost is adjusted to reflect changes in consideration arising
from contingent consideration amendments. The results of subsidiaries are accounted for by the
Club on the basis of dividends received and receivable.

(b) Jointly controlled entities

Jointly controlled entities (“JCE”) are joint ventures whereby the Group and other parties undertake
an economic activity which is subject to joint control and none of the participating parties has
unilateral control over the economic activity.

The Group’s interests in JCE are accounted for by proportionate consolidation. The Group
combines its share of the JCE’s individual income and expenses, assets and liabilities and cash
flows on a line-by-line basis with similar items in the Group’s financial statements.

When the Group sells assets to the JCE, recognition of any portion of a gain or loss from the
transaction shall reflect the substance of the transaction. When the assets are retained by the
JCE, and provided the Group has transferred the significant risks and rewards of ownership, the
Group shall recognise that portion of the gain or loss that is attributable to the interests of the
other JCE unit holders. However, a loss on the transaction shall be recognised immediately if the
loss provides evidence of a permanent reduction in the net realisable value of current assets or
impairment loss.
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2 PRINCIPAL ACCOUNTING POLICIES (cont.)

2.4 Contingency Fund

The Club’s Contingency Fund is held to provide a source of funds in the event that income
from betting operations should cease temporarily; to finance major capital projects, either for the
Club or for the Hong Kong community; to finance major renovations to improve the Club’s
substantial investment in property, plant and equipment; or for any other special purposes as
deemed appropriate by the Stewards. The Contingency Fund represents the market value of the
Contingency Fund investments and this is adjusted annually through the receipt of investment
income, realised surplus or deficit, revaluation of investments and, when necessary, the transfer
of additional funds.

The Contingency Fund investments are held for non-trading purposes and are stated at fair
value except for loans and receivables which are stated at amortised cost at the end of the reporting
period. The surplus derived from Contingency Fund investments is reinvested and deficit absorbed
in the Contingency Fund portfolio. The accounting policy for the financial assets of the Contingency
Fund investments is stated in note 2.8 below.

2.5 Development Fund

The Development Fund maintained under The Jockey Club Membership Services Limited, is held
to accumulate adequate funds to finance future membership facilities. The annual transfer from
the net surplus of the year is approved by the Stewards taking into consideration the operating
surplus, investment income earned by this Fund, and the amounts of entrance and qualification
fees of Full and Corporate Members, and Country Concession Scheme joining fees received during
the year. The financial assets of the Development Fund are included in long-term investment
portfolios.

2.6 Long-term investment portfolios
The primary purpose of the long-term investment portfolios is to invest surplus funds in excess
of normal operational requirements for capital appreciation over the medium to long-term.
These portfolios are held for non-trading purposes and are stated at fair value except for loans
and receivables which are stated at amortised cost at the end of the reporting period. The surplus
derived from these investments is reinvested and deficit absorbed within these portfolios. The
accounting policy for the financial assets of the long-term investment portfolios is stated in note
2.8 below.

2.7 Debt securities portfolio

The primary purpose of debt securities is to invest surplus funds for cash management and yield
enhancement. They are stated at fair value at the end of the reporting period. The accounting
policy for the financial assets of debt securities portfolio is stated in note 2.8 below.
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2 PRINCIPAL ACCOUNTING POLICIES (cont.)
2.8 Financial assets
The Group classifies its financial assets in the following categories: available-for-sale financial
assets, 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. The Contingency Fund investments,
long-term investment portfolios, and debt securities portfolio may contain these financial assets.
Purchases and sales of financial assets are recognised on trade day - the date on which the Group
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 de-recognised when the rights to receive cash flows from the investments
have expired or have been transferred and the Group 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 and subsequently
reclassified from investment revaluation reserve to income are included in “Surplus/deficit from
securities investments and long-term investment portfolios” or “Surplus/deficit from Contingency
Fund investments”.

Alternative investments include investments in hedge funds, private equity funds and private
real estate funds. 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 notes with derivative financial instruments and embedded derivatives.
The Group 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 re-measured at their fair value.

Changes in the fair value of these assets are included in the consolidated 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 consolidated 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.
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2 PRINCIPAL ACCOUNTING POLICIES (cont.)
2.8 Financial assets (cont.)
(c) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They are carried at amortised cost using the effective
interest method and are included in current assets, except for maturities greater than 12 months
after the end of the reporting period where these are classified as non-current assets.

The Group’s loans and receivables comprise “Loans and receivables” as shown in note 21.

(d) Cash and cash equivalents

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. In the consolidated and the Club’s statements of financial
position, deposits placed at bank for a fixed term are classified as “Short-term deposits” while
other elements of cash and cash equivalents are classified as “Bank balances, cash and other
liquid funds”.

2.9 Impairment of financial assets

The Group assesses at the end of each reporting period whether there is objective evidence that
a financial asset or group of financial assets is impaired. A financial asset or a group of financial
assets 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 or group of financial assets that can be reliably estimated. It may not
be possible to identify a single, discrete event that caused the impairment. Rather the combined
effect of several events may have caused the impairment. Losses expected as a result of future
events, no matter how likely, are not recognised.

(a) Assets classified as available-for-sale

For equity securities and alternative investments classified as available-for-sale, objective evidence
of impairment for an investment may include information about significant changes taking place
in the technological, market, economic or legal environment which indicates that the cost of
the investment may not be recovered, as well as a significant or prolonged decline in the fair
value of an investment below its cost. 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
consolidated income statement, is reclassified from investment revaluation reserve to
consolidated income statement. Impairment losses recognised in the consolidated income
statement on equity instruments and alternative investments are not reversed through the
consolidated income statement.

(b) Assets carried at amortised cost

For debt securities and 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 consolidated 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 consolidated income statement.

137



138

NOTES TO THE FINANCIAL STATEMENTS 87 75 3R 3% Fff =

2 FEBEBUR (8

2.10 ¥ ~ RERBFIM

I3 - RIBRBFMIRERERPRRETERRER
B RENASERBEEEREE MEZSIBHXE -
M2 RERBFMUARBEROBEE T HUERE
ZIRT Sb RIT B 8E

MEENEETE IS

;£ —+E%F

R R A BFASZTEEAZ=TZ=
EETHIRER EEETHNIRER  RUEE

EERESNNARZA - HTME
EXEE - BETHE - HEA
BB EENYE - RERS
MIET °

RE-Z2HRER  EENINSKEERUEAFEHTTE
o UREEEREHRAR - - BEEENKREEES
REMGFTTWEEE - BIZEEENREEES R
BMEE AT E £ 58 (FfEE2.23)

BENAREEEB WARREERZ TS RARE
BEREEATSEFTEHNRE  TSEEHEEEEENER
EEER o HEERBEE - IFRSHNIREER
HECHRER - MBS EREBREEER IBMIEK
FEMNGFERERAZE -

HENYE  RERSBMAEENRZREE 218
HEEREEMSHERAREEFEMEMNELE I
EHEAWRERARER

211 REYE
BFERPHESWERERGEE R » SREBHEL LR
BR%E - BYFREERTEATMGANYE - 195
BREWME - REVERVUARE (BEHBERS K
) ETHE HERERANRZBITERZERESR
B WREHGETUEAFHUNESLRBETNINE
RIRITE o

212 HE
EEMYRERFEENARRORES EHHBAR
BHEY > MAERENENBRUESEERE RS
RAPEH ©

BMERAREAEABEERTEENR R R E R
BN MEHNNEEETRRFRESEENDFEER
BREEENRNRE  UBREEAR SHESHLH
BERXHKRMBER  LWEEERERENEHLLER -
HEEEREENRYBERER S AERBDEE
R o B EARENPRESRS R

LaEMOSANEEREENMG TAERIEY
H (UBREERE) st EIRE -

2 PRINCIPAL ACCOUNTING POLICIES (cont.)

2.10 Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and
impairment. Historical cost includes expenditure that is directly attributable to the acquisition of
the items. Property, plant and equipment and leasehold land under finance leases are depreciated
or amortised on a straight-line basis at the following rates:

Leasehold land under finance leases over the lease term

Buildings 25 years

Plant and equipment ranging from 10% to 33% per annum

Projects in progress no depreciation is provided on projects in progress until
they are ready for use in the manner as intended by
management. On completion, the project costs are
transferred to the appropriate property, plant and

equipment.

The assets’ residual values and useful lives are reviewed, and adjusted as appropriate, at the end
of each reporting period. An asset’s carrying amount is written down immediately to its recoverable
amount if the asset’s carrying amount is greater than its estimated recoverable amount
(note 2.23).

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured reliably. The carrying amount of
the replaced part is de-recognised. All other repairs and maintenance are charged to the
consolidated income statement during the year in which they are incurred.

The gain or loss on disposal of property, plant and equipment is the difference between the net
sales proceeds and the carrying amount of the relevant asset, and is recognised in the consolidated
income statement.

2.11 Investment properties

Properties that are held for long-term rental yields or for capital appreciation or both, and that are
not occupied by the companies in the Group, are classified as investment properties. Investment
properties are measured initially at their cost, including related transaction costs, and subsequently
carried at cost less accumulated depreciation and accumulated impairment losses. They are
depreciated over the period of their estimated useful lives on a straight-line basis at the same rate
as buildings.

2.12 Leases

Leases of assets where substantially all the risks and rewards of ownership of assets remain with
the lessor are classified as operating leases. Payments made under operating leases are charged
to the consolidated income statement on a straight-line basis over the lease term.

Leases of assets where the lessee has substantially all the risks and rewards of ownership are
classified as finance leases. Finance leases are capitalised at the inception of the lease at the
lower of the fair value of the leased assets or the present value of the minimum lease payments.
Each lease payment is allocated between the capital and finance charges so as to achieve a
constant rate on the capital balances outstanding. The corresponding rental obligations, net of
finance charges, are included in non-current liabilities. The finance charges are charged to the
consolidated income statement over the lease term.

Assets held under finance leases are depreciated over the shorter of their estimated useful lives
or the lease term.
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2 PRINCIPAL ACCOUNTING POLICIES (cont.)

2.13 Assets held for sale

Non-current assets are classified as assets held-for-sale when their carrying amount is to be
recovered principally through a sale transaction rather than continuing use and a sale is
considered highly probable. They are stated at the lower of carrying amount and fair value less
costs to sell.

2.14 Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is determined using
weighted average cost less provision for diminution in value.

2.15 Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the
consolidated income statement, except to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case the tax is also recognised in other
comprehensive income or directly in equity, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively
enacted at the end of the reporting period in the countries where the Club’s subsidiaries and jointly
controlled entity operate and generate taxable income. Management periodically evaluates
positions taken in tax returns with respect to situations in which applicable tax regulations are
subject to interpretation. It establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred taxation is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements. The principal temporary differences arise from employee benefits, depreciation
on property, plant and equipment and investment properties. Taxation rates enacted or substantively
enacted by the end of the reporting period are used to determine deferred taxation.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries
and jointly controlled entities, except for deferred income tax liability where the timing of the
reversal of the temporary difference is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right
to offset current tax assets against current tax liabilities and when the deferred income tax
assets and liabilities relate to income taxes levied by the same taxation authority on either the
taxable entity or different taxable entities where there is an intention to settle the balances on a
net basis.

2.16 Foreign currency translation

(a) Functional and presentation currency

Iltems included in the consolidated financial statements of each of the Group’s entities are measured
using the currency of the primary economic environment in which the entity operates (the
“functional currency”). The consolidated financial statements are presented in Hong Kong dollars,
which is the Club’s functional currency.

139



140

NOTES TO THE FINANCIAL STATEMENTS 87 75 3R 3% Fff =

2 FESBR (&)

2.16 /MR ()

(b) X5 R#Zek

INER SRS ARIBE EfGfHE R WERBEHINEE
Bl HNERSREEENRBRREREE  BiEH
FEWERR - LIMNBSTHENEERARE @ IR
KWW HERBRERBT RBREEFAGEREER
wo EAREEMBEEENFERER (HIRE) 1
HRERE  AIFEAREEGFHER -

REBAMBFBTRIIEERN AT - HEERY

IRRIZ AT ARIBERE T

- BEREEERE - 2HRPRUHERETHR |

- WS HERTPIGERETRR R

- FIEENGRER  2MFARMEEREZR -
EFSRIER - B ATMFRE - URGBRE

ERHEMEERFESTZERENER TARELENR

BER R ARMREREZA - B -FBIAER

MO HBERELR  ARLBREHIFTAGEWRER

A - MR ERESREBEN -

217 BERMEBERAS
BEASREAFEEREMEENR S RARER - B
BUESERATIAR o FTEFUR (HIBRRZ R A) HEER
FEEEENEAEFREEFRUERFS A TSRS
WiE RN °

BREEBARERIHSEEERY  TEZH2HY
REFRDTEAR  BRMEEIMERBEE -

BERAEEERABMBEEFEI HBRE - BREE
BERATNEEANBE - BERRE-BEREART A
BHEERBENEE - AEERAETUESRE -

RERENSFAUBENSRIENEESRE - B
BEREMRENRENR  SRTFERMENEER
AR ©

2.18 EZEMNER
BEEMRRAEUAFEERR BB HERAE
BIRFEEE o

2.19 %
EEEANMCRENSHAERANEEREESME
I 7 gEZ8 A A AR R s DURIE B - BRI
AR AT SEM AT - RESRELRBERRETEN
BEFHEE -

2 PRINCIPAL ACCOUNTING POLICIES (cont.)

2.16 Foreign currency translation (cont.)

(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 consolidated 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 consolidated 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.

The results and financial position of all Group entities that have a functional currency different
from Hong Kong dollars are translated into Hong Kong dollars as follows:

— assets and liabilities are translated at the closing rate at the end of each reporting period;

— income and expenses are translated at average exchange rates; and

— all resulting exchange differences are recognised in other comprehensive income.

On consolidation, exchange differences arising from the translation of the net investment in
foreign entities, and of borrowings and other currency instruments designated as hedges of such
investments, are recognised in other comprehensive income. When a foreign entity is partially
disposed of or sold, such exchange differences are recognised in the consolidated income
statement, as part of the gain or loss on sale.

2.17 Borrowings and borrowing costs
Borrowings are recognised initially at fair value, net of transaction costs incurred, and are
subsequently carried at amortised cost. Any difference between the proceeds (net of transaction
costs) and the settlement or redemption of borrowings is recognised in the consolidated income
statement over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to
defer settlement of the liability for at least 12 months after the end of the reporting period.

Borrowing costs are recognised as an expense in the year in which they are incurred, except
to the extent that they are capitalised when they are directly attributable to the acquisition,
construction or production of an asset which necessarily takes a substantial period of time to get
ready for its intended use.

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisation.

2.18 Trade payables
Trade payables are initially recognised at fair value and subsequently measured at amortised cost
using the effective interest method.

2.19 Provisions

The Group recognises provisions for liabilities of uncertain timing or amount when the Group has
a present legal or constructive obligation arising as a result of a past event, and it is probable that
an outflow of economic benefits will be required to settle the obligation and a reliable estimate
can be made.
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2 PRINCIPAL ACCOUNTING POLICIES (cont.)
2.20 Revenue recognition
Revenue from horse race betting represents amounts wagered net of betting dividends and rebates
and is recognised when the relevant betting service has been rendered.

Revenue from football betting represents amounts wagered net of betting dividends and is
recognised when the relevant betting service has been rendered.

Revenue from the lottery represents commission income and is recognised when the relevant
betting service has been rendered.

Revenue from membership subscription fees is recognised over the subscription period.

Revenue from membership entrance and qualification fees is recognised in the month of election
of members and when no significant uncertainty as to its collectibility exists.

Revenue from gate admission to race events and racing sponsorship income is recognised
when the event has been held.

Revenue from food and beverage sales, other member services and livery charges is recognised
when the relevant services have been rendered.

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.

Royalty income is recorded net of overseas withholding taxes and recognised on an accruals
basis.

2.21 Employee benefits

(a) Defined benefit scheme

The defined benefit scheme (the “Scheme”) provides pension benefits to employees upon
retirement with reference to their final salaries.

The retirement benefit costs are assessed using the projected unit credit method and the cost
of providing pensions is charged to the consolidated income statement so as to spread the cost
over the estimated service lives of employees in accordance with the advice of the actuary who
carries out a full valuation of the Scheme annually. The pension obligation is measured at the
present value of the estimated future cash outflows using market yields of government securities
which have terms of maturity approximating the terms of the related liability. Actuarial gains and
losses, to the extent that any cumulative unrecognised actuarial gain or loss exceeds ten per cent
of the greater of the present value of the defined benefit obligation and the fair value of Scheme
assets, are recognised over the average remaining estimated service lives of employees.

Past service costs, if any, are recognised as an expense on a straight-line basis over the average
period until the benefits become vested.

Pension liabilities, if any, are included under other liabilities in the consolidated and Club’s
statements of financial position. They represent the net total of the Group and Club’s pension
obligations; plus any unrecognised actuarial gains (less any actuarial losses); minus any
unrecognised past service costs; and minus the fair value of Scheme assets. If the net total
determined is negative, then the resulting asset, which is included under other assets in the
consolidated and Club’s statements of financial position, is limited to the net total of any cumulative
unrecognised actuarial losses and past service costs and the present value of any future refunds
from the Scheme or reductions in future contributions to the Scheme.
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2 PRINCIPAL ACCOUNTING POLICIES (cont.)

2.21 Employee benefits (cont.)

(b) Defined contribution scheme

Employer’s contributions to the defined contribution scheme applicable to each year are charged
to the consolidated income statement for the year and are reduced by contributions forfeited by
those employees who leave the scheme prior to vesting fully for the contributions. The Group has
no further payment obligations once the contributions have been paid.

(c) Mandatory Provident Fund scheme
Employer’s contributions to the Mandatory Provident Fund scheme (the “MPF scheme”) are
charged to the consolidated income statement for the year.

(d) Bonus and annual leave

The Group recognises a liability and an expense for bonuses. A provision for bonus is recognised
where contractually obliged or where there is a past practice that has created a constructive
obligation. Employee entitlements to annual leave are recognised when they accrue to employees.
A provision is made for the estimated liability for annual leave as a result of services rendered by
employees up to the end of the reporting period.

2.22 Related party

For the purposes of these consolidated financial statements, a party is considered to be related
to the Group if the Group 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 Group and the party are subject to common control. Related parties may be individuals
or entities.

2.23 Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested at least
annually for impairment and are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. Assets that are subject
to amortisation are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment loss is recognised for the amount
by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount
is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash flows (cash-generating units). Assets that suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.
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3 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

In preparing the consolidated 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 Estimated useful life and depreciation of property, plant and equipment
The Group estimates the useful lives of the various categories of property, plant and equipment
on the basis of a planned asset maintenance programme and actual usage experience. Depreciation
is calculated using the straight-line method at rates sufficient to write off their cost over their
estimated useful lives (note 2.10).

Actual useful lives may differ from estimated useful lives. Periodic reviews could result in a
change in estimated useful lives and therefore depreciation expense in future periods.

3.2 Pension costs

The Group employs an independent actuary to conduct annual actuarial valuation of the Group’s
retirement plans. The determination of the Group’s obligation and expense for the defined benefit
element of these plans is dependent on certain assumptions and factors provided by the Club,
which are disclosed in note 19. Changes to the principal actuarial assumptions can affect the
present value of plan obligations and service costs in future periods.

3.3 Income tax

Certain tax treatments adopted by the Group in past years are yet to be finalised with the relevant
tax authority. In assessing the Group’s income tax and deferred taxation in the 2013 consolidated
financial statements, the Group recognises liabilities based on estimates of whether additional
taxes will be payable. Where the final tax outcome of these matters is different from the amounts
that were initially recorded, such differences will impact the current and deferred income tax assets
and liabilities in the period in which such determination is made.

3.4 Asset impairment

Management judgement is required in the area of asset impairment, particularly in assessing
whether: (1) an event has occurred that may affect asset values; (2) the carrying value of an asset
can be supported by the net present value of future cash flows from the asset using estimated
cash flow projections; and (3) the cash flows are discounted using an appropriate rate. Changing
the assumptions adopted by management to determine the level, if any, of impairment, including
the discount rates or the growth rate assumptions in the cash flow projections, could significantly
affect the Group’s reported financial position and results of operations.

4 NET MARGIN AND COMMISSION
Net margin represents the amounts wagered on horse race betting and football betting net of the
related betting dividends, rebates, betting duty, and payment to racing jurisdictions outside Hong
Kong. Betting duty is calculated in accordance with the Betting Duty Ordinance and the Betting
Duty Regulations.

Commission represents the amounts wagered on the lottery net of related prizes, duty and
payment to the Lotteries Fund.

AEER in HK$ million 2013 2012
BEEHEMATR Horse race betting net margin 4,118 3,709
BIRERALF Football betting net margin 4,206 3,941
R"EEL Lottery commission 458 462

8,782 8,112
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5 OTHER REVENUE

Other revenue of the Group principally comprises membership entrance, qualification and
subscription fees, gate admission charges, livery charges, royalty income, catering sales, charges

for services provided to Members and gain on disposal of investment property.

6 HEEME 6 OPERATING COSTS
TEET in HK$ million 2013 2012
BT (BiEE11) Staff costs (note 11) 3,449 3,059
BERD Prize money 865 810
B EEXENES Operating lease rentals on land and buildings 143 134
ZEIRTEN & Auditor’s remuneration 5 4
EES Stewards’ remuneration - =
W - RERBMITE (HFE12) Depreciation of property, plant and equipment (note 12) 1,029 897
EEBENEEL R Amortisation for leasehold land and

T tth{E FARERREY (FfIEE13) land use rights under operating leases (note 13) 29 29
FIAIEEITTRIE R MEHEEARL Capitalisation of amortisation to projects in progress (29) (29)
W - RERBMEE (HEE12) Impairment of property, plant and equipment (note 12) 1 5

EEmEA Cost of inventories sold 524 499
HIEREER Repairs and maintenance 201 190
IR R A B Supplies and utilities 602 577
H & AN Other operating costs 1,100 1,171

7,919 7,346

7 EHRERRUREEECHRE

7 SURPLUS FROM SECURITIES INVESTMENTS AND LONG-TERM INVESTMENT PORTFOLIOS

HEET in HK$ million 2013 2012
HETHHEMBEENRER Surplus on disposal of available-for-sale financial assets 720 31
AR HEM B EERE (KE) Impairment of available-for-sale financial assets (note) (292) -
FIRERE R Dividend income from listed equities 45 43
SERERE WG Dividend income from alternative investments 141 24
LT ERE S E W a Interest income from listed debt securities 131 137
Ik I ERE SR B Interest income from unlisted debt securities 51 70
PTESMIANT (F58)/ I Net (losses)/gains of derivative financial instruments (21) 135
EEWE Management fees (18) (15)

757 425

MiEE - EEMAIHEENKEERE  CEHEEEBE—
EITRER > MEBTEMGRESEFHETN_E
NWF-—EEBREHFIE  FABEZO—=FxA=
THEFE (ZO—=F | &) NEKREWERRA ©

Note: The Group’s investments in available-for-sale financial assets were individually reviewed for
impairment by management. As a result of the review, the Group reclassified HK$292 million from
investment revaluation reserve and recognised it in the consolidated income statement for the

year ended 30 June 2013 (2012: nil).
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8 SURPLUS FROM CONTINGENCY FUND INVESTMENTS

HEET in HK$ million 2013 2012
HEMHBENKEENREE / (FE) Surplus/(deficit) on disposal of available-for-sale financial assets 1,186 (127)
FIBRERE R Dividend income from listed equities 107 106
LT ERE S E W a Interest income from listed debt securities 114 113
Ik b EHS 5 F S Wa Interest income from unlisted debt securities 40 64
PTESBMIANT (F5E)/ I Net (losses)/gains of derivative financial instruments (95) 69
T E Management fees (33) (31)
1,319 194
9 HIE 9 TAXATION
TEET in HK$ million 2013 2012
RER PSR Current income tax
- &% - Hong Kong 355 345
- BB - outside Hong Kong 21 16
- BEFERAR — adjustments in respect of prior years - (16)
EAERIIE (KiEE25) Deferred taxation (note 25)
- &% - Hong Kong 65 76
- BB - outside Hong Kong 17 4
458 425

BRFEHDRBEAFE AT ERBEFIRBED 2175
BA(ZO—Z=HF @z tAHA) REHE - H8
BUMNERRTBUR R FTEE VPSS - CRARBEEAN
iR o

EERBARSAEENERTIR - BRBEFBFE
B ETTENBIRZFENT ¢

Hong Kong profits tax has been provided at 16.5% (2012: 16.5%) on the estimated assessable
profit for the year. Income tax on profits assessable outside Hong Kong has been provided at the

rates prevailing in the respective jurisdictions.

The taxation on the Group’s surplus before taxation differed from the theoretical amount that

would arise using the taxation rate of Hong Kong as follows:

HEBET in HK$ million 2013 2012
HIRBIE - BERSEAESEZERBIUR Surplus before taxation, charitable donations to Charities Trust,

EERTERESRERESAINRE transfer to Contingency Fund and Development Fund 5,975 4,890
BFE16.5% (ZO—=%F :16.5%) st& Calculated at a taxation rate of 16.5% (2012: 16.5%) 986 807
HiBERFEEBHENTE Effect of different income tax rates in other countries 9 6
BARB UGBS 2 Tax effect of non-taxable income (389) (285)
FA0%i % H R & Tax effect of non-deductible expenses 30 76
RABERANRETE Tax effect of approved charitable donations (191) (186)
BEEEAR Adjustments in respect of prior years - (16)
Hth Others 13 23
HIEXH Taxation charge 458 425
10 B 10 APPROPRIATIONS

BRTEAESEREATEES ([FREL]) 2ES
SEENID FRBHERZETESERBR - HER
ERE -

Appropriations to The Hong Kong Jockey Club Charities Trust (the “Trust”) represent transfer of
part of the Group’s net surplus as donations to the Trust for charitable purposes.
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11 BIRE 11 STAFF COSTS
HEET in HK$ million 2013 2012
FHEREAMBKAR Salaries and other costs 3,220 2,938
RBIRE A - REMFREE Pension costs — defined contribution plan 37 32
BIREHA - REBAGHE (FIFE19) Pension costs — the Scheme (note 19) 115 22
BB AR Contributions to MPF scheme 77 67
3,449 3,059
12 Y%  RiEREH 12 PROPERTY, PLANT AND EQUIPMENT
£8 Group
AMERNEE L EETH
Leasehold RAB R EEM IRER
land under gF Plantand  Projects in ko)
BEBT in HK$ million finance leases Buildings  equipment progress Total
—O—Z—HtB—HEAE Cost at 1 July 2012 1,561 3,878 10,071 727 16,237
BE Additions - 200 1,028 882 2,110
LLte Transfers - 69 175 (244) -
ERTIFEEEE Transfer to assets held for sale (4) - - = (@)
BE Disposals (4) - (166) - (170)
EWHRELRSE Currency translation differences - - 15 15 30
ZO—Z=FEXRA=1THRAKE Cost at 30 June 2013 1,553 4,147 11,1238 1,380 18,203
ZO—=FtRA—HEBRERHE Accumulated depreciation and
impairment at 1 July 2012 (1,008) (2,690) (7,548) 4) (11,250)
REENE Depreciation for the year 17) (120) (892) - (1,029)
REERE Impairment for the year - - = (1) (1)
ERTRBSEERE Transfer to assets held for sale 4 - - = 4
BE Disposals 4 - 164 171
BE¥HIRERE Currency translation differences - (11) = (11)
TO—=FEARA=THEBITERRE Accumulated depreciation and
impairment at 30 June 2013 (1,017) (2,810) (8,287) 2 (12,116)
ZO—=FX~A=THEREFE Net book value at 30 June 2013 536 1,337 2,836 1,378 6,087
—O——FtB—HEAE Cost at 1 July 2011 1,561 3,750 9,318 582 15,211
BE Additions - 106 812 B3] 1,291
B Transfers - 32 198 (230) -
ERTREYE Transfer to investment properties - (10) - - (10)
BE Disposals - - (264) (264)
EMHRELRE Currency translation differences - - 7 9
“O—=—FXRA=1+HEAE Cost at 30 June 2012 1,561 3,878 10,071 727 16,237
—O——E+tA—HEBWERRE Accumulated depreciation and
impairment at 1 July 2011 (992) (2,588) (7,036) - (10,616)
REERE Depreciation for the year (16) (112) (769) - (897)
REERE Impairment for the year - - (1) 4 (5)
EERTREYE Transfer to investment properties - 10 - - 10
BE Disposals - - 262 - 262
BE¥HIAERE Currency translation differences - - @) = @)
TO—ZHERA=ZTHEBITERRE Accumulated depreciation and
impairment at 30 June 2012 (1,008) (2,690) (7,548) 4) (11,250)
ZO—Z=ZEXA=1tHEREZE Net book value at 30 June 2012 553 1,188 2,523 723 4,987
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12 PROPERTY, PLANT AND EQUIPMENT (cont.)

E& Club
AMERNEE L EETH
Leasehold RAB R EEM IRER
land under gF Plantand  Projects in ko)
BEBT in HK$ million finance leases Buildings  equipment progress Total
—O—Z=—HtB—HEAE Cost at 1 July 2012 1,541 3,392 8,628 456 14,017
BE Additions - 199 942 451 1,592
i Transfers - 69 161 (230) -
ERTIFSEEE Transfer to assets held for sale (4) - - = (@)
NE) 2 E R Inter-company transfer - - 2 - 2
BE Disposals (4) - (148) - (152)
—O—=FXRA=1+HEAHE Cost at 30 June 2013 1,533 3,660 9,585 677 15,455
ZO—=FtRA—HEBRERHE Accumulated depreciation and
impairment at 1 July 2012 (1,008) (2,317) (6,509) (4) (9,838)
REERE Depreciation for the year (10) (104) (740) - (854)
ERTRBSEERE Transfer to assets held for sale 4 - - = 4
A AE 2 B Inter-company transfer - - 1 - 1
28 Disposals 4 - 147 154
ZO—=FEARA=THEBITERRE Accumulated depreciation and
impairment at 30 June 2013 (1,010) (2,421) (7,101) (1) (10,533)
—O—=FARA=THEREFE Net book value at 30 June 2013 523 1,239 2,484 676 4,922
—O——HtB—HEAE Cost at 1 July 2011 1,541 3,270 7,948 461 13,220
BE Additions - 100 742 219 1,061
B Transfers - 32 193 (225) -
EERTREYE Transfer to investment properties - (10) - - (10)
NE) 2 R Inter-company transfer - - 2) (1)
BE Disposals - - (253) - (253)
—O—=FRA=tHEKE Cost at 30 June 2012 1,541 3,392 8,628 456 14,017
—O——E+tA—HEBWERRE Accumulated depreciation and
impairment at 1 July 2011 (992) (2,281)  (6,158) = (9,381)
REERE Depreciation for the year (16) (96) (604) - (716)
REEZRE Impairment for the year = - - ) @)
ERTREYE Transfer to investment properties - 10 - - 10
NE) 2 E R Inter-company transfer - - 2 - 2
BE Disposals - - 251 - 251
TO—ZHEARA=THEBITERRE Accumulated depreciation and
impairment at 30 June 2012 (1,008) (2,317) (6,509) (4) (9,838)
ZO—Z=ZEXA=1tHEREZE Net book value at 30 June 2012 533 1,075 2,119 452 4,179

AA=TRERERATHENEE D A REFE
H 8 -

The net book value at 30 June of leasehold land under finance leases comprised the following:

£8 Group F& Club
TEET in HK$ million 2013 2012 2013 2012
EEBREN Held in Hong Kong
REAEN (E+FUL) Long-term leases (over 50 years) 193 193 193 193
FERN (TFEZEETF) Medium-term leases (10 — 50 years) 343 360 330 340
536 558 523 588
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13 BEMNAS IR T ERE

13 LEASEHOLD LAND AND LAND USE RIGHTS UNDER OPERATING LEASES

£8 Group 58 Club
HEBT in HK$ million 2013 2012 2013 2012
+tA—HBAE Cost at 1 July 1,401 1,379 - =
EMHRELRE Currency translation differences 52 22 - -
NE=tTHRRE Cost at 30 June 1,453 1,401 = =
+tA—ARE#H Accumulated amortisation at 1 July (55) (26) - -
NEE#H Amortisation for the year (29) (29) - =
B HRERE Currency translation differences 2 - - =
RA=T B RE#H Accumulated amortisation at 30 June (86) (55) - -
NE=1THREFE Net book value at 30 June 1,367 1,346 - -

AA=TREEXREATHENEE LR + 1A
HEREVFE - AP AR

The net book value at 30 June of leasehold land and land use rights under operating leases
comprised the following:

£8 Group 58 Club
HEET in HK$ million 2013 2012 2013 2012
EBBEIMNFEN Held outside Hong Kong

FEFN (TFEZEETF) Medium-term leases (10 — 50 years) 1,367 1,346 - -
1,367 1,346 - -

14 #EY%E 14 INVESTMENT PROPERTIES
£EREE Group and Club
HEET in HK$ million 2013 2012
+tA—HBAE Cost at 1 July 35 25
ERRET Transfer from buildings - 10
BRTRESEEE Transfer to assets held for sale 4) -
BE Disposals @ B
RAZ=ZTHRAME Cost at 30 June 29 35
+tA—HRBERE Accumulated depreciation at 1 July (32) (22)
ERRET Transfer from buildings - (10)
ERTRBSEERE Transfer to assets held for sale 4 =
2E Disposals 2 =
RA=ZTHBEBITE Accumulated depreciation at 30 June (26) (32)
RAZTHEREFE Net book value at 30 June 3 3

BRENEEN-—O—Z=ZFARA=+THAR=O0O—=FA
=18 G ABYNESEREXGEN [HMEBTARN
A ETEHNMLE - MEUARRERTSHRTERS
EUEELT - TAREMEHDURNEE - REHRHPR - &
ENENLATFEEANEATNAEESRT (Z0—=
£ \EET) -

RZO—=FA=-1HH  UBKR-REBEES
HE-RREVE - AEAXZRFAAR=0O—=FNA
TR RZO—Z=ZFAA=+H ZEREVEREEH
M RERB[HCEF D ERARBSEESE -

The investment properties were revalued at 30 June 2013 and 30 June 2012 by independent,
professionally qualified valuer Jones Lang LaSalle Limited. Valuations were based on current
prices in an active market. The investment properties are located in Hong Kong. The fair value
of the investment properties was HK$898 million (2012: HK$800 million) at the end of the
reporting period.

On 24 June, 2013, the Finance and General Purposes Committee approved the disposal of an
investment property. The transaction is expected to be completed in September 2013. The
investment property and related property, plant and equipment at 30 June 2013 was reclassified
to assets held for sale.
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15 INVESTMENTS IN, LOANS TO AND BALANCES WITH SUBSIDIARIES

£8 Group 58 Club
B in HK$ million 2013 2012 2013 2012
MEARRE - Investments in subsidiaries —
kMR BEANME Unlisted shares, at cost - = 1,140 1,140
kBN B FENERK Loans to subsidiaries - - 1,677 1,909
FEW B KB A R SR8 Amounts due from subsidiaries - - 1,763 901
FEAS T FI B A BRI HYFRIR Amounts due to subsidiaries - - (4,104) (3,694)

BB AR AENERIEIER - FEWRAE - &
REHEREHEE - ERNREEE - BEAQXVEE
EE=

FEWR B MY B A B M RR A BRI R - RBANE
ARMEHZEREFERE - SBRFIRIKA - RIS LUERNT
SHEFE - WERMEHEREBEE - BEFCENERE
BEEEQNPEERS -

FES T M8 A B FIR L BRI - RIS LUERHNTS
FRETE - WARMEHERHER - BREFURNIREE
EEAENVEEES °

BATHBARNME  TR2RIEFATNSTHER
EBBARE R BREERDERENFURARE AR
HYBREE ©

SERTEMBARIENGEUBBRE—B LT
BEE-Htt—H-

16 HFEIEFHIERIRE

The loans to subsidiaries were unsecured, non-interest bearing and repayable on demand. The
carrying amounts of the loans approximated their fair values.

The majority of the amounts due from subsidiaries were unsecured, non-interest bearing and
repayable on demand. The remaining balance was unsecured, interest bearing at prevailing market
rates and repayable on demand. The carrying amounts approximated their fair values.

Amounts due to subsidiaries were unsecured, interest bearing at prevailing market rates and
repayable on demand. The carrying amounts approximated their fair values.

Amount due to subsidiaries mainly represented amounts received net of amounts paid by the
parent company on behalf of the wagering subsidiaries in the normal course of the wagering
businesses.

The principal subsidiaries of the Club are shown on pages 170 to 171 of the consolidated
financial statements.

16 INVESTMENT IN A JOINTLY CONTROLLED ENTITY

&8 Group 58 Club
BEBT in HK$ million 2013 2012 2013 2012
+tA—H At 1 July 103 54 - -
Fr itz A Share of profit 95 49 - -
EMHRELRE Currency translation differences 6 - - -
~A=1+H At 30 June 204 1083 - =
HEZFIERFEOT ¢ Details of the jointly controlled entity are as follows:
EREARKEANE ([FE]) FHAZWEMERERAT : EERAR M RRA SERESENBRES T
Incorporated in The People’s Republic of China (“PRC”), FEEK Authorised and Effective percentage
limited by registered capital Principal activities paid up capital held by the Club indirectly
I RPREEEREMERAR REBEBE - FAEEIIR ARERTER 90%

China Sports Lottery HKJC Infotech
(Beijing) Co., Ltd

RESEQANZE  UESELANSUABERLRTE
BREERRMARARDKEIEMNES HMZGE - Eit
SEHERIEHLEEFERALRK -

B EMAAR
provision of computer technology,
technical training and
business information consultancy

RMB60,000,000

Under the joint venture agreement, none of the joint venture partners has unilateral control over
the economic activities of China Sports Lottery HKJC Infotech (Beijing) Co., Ltd and hence, the
Group’s interests are accounted for as a jointly controlled entity.
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16 HEIFHIFRERE (8)
REXAREFEEEZA=1THLENEEERAFRN

16 INVESTMENT IN A JOINTLY CONTROLLED ENTITY (cont.)
A summary of financial information of the jointly controlled entity based on its

management

MEEREENT ¢ accounts as of 30 June is as follows:
&8 Group 5& Club

BEET in HK$ million 2013 2012 2013 2012
EEEFEN EEEFEN BEEEN FEEEN
BERESL ERED BRAESL EC R
Group’s Group’s Club’s Club’s
effective effective effective effective
interest interest interest interest
100% 90% 100% 90% - - - -
FERBEE Non-current assets 72 65 32 29 - - = =
MENEE Current assets 329 206 255 229 - - = =
nREBEE Current liabilities (174) (157) (172) (155) - - = =
Pt Equity 227 204 115 103 - - - -
Wz Income 297 267 234 211 - - = =
S Expenses 172 155 156 140 - - - -
BRFE BT Profit after taxation 106 95 55 49 - - = =

SEEELAREFERSENERYESREMIAREE -

There are no contingent liabilities relating to the Group’s interest in the jointly controlled entity.

17 REIREHS 17 LONG-TERM INVESTMENT PORTFOLIOS
&8 Group 58 Club
HEBT in HK$ million 2013 2012 2013 2012
At EKEE Available-for-sale financial assets
S Equities
ERBLM Listed in Hong Kong 1,129 1,093 1,129 1,093
8 Em Listed overseas 1,224 1,946 1,224 1,946
3k Ei Unlisted 48 48 48 48
2,401 3,087 2,401 3,087
BEXFS Debt securities
EEBLM Listed in Hong Kong 97 98 - -
1w/ Em Listed overseas 3,965 4,112 2,551 2,708
3 b Unlisted 1,285 1,472 1,159 1,234
5,347 5,682 3,710 3,942
BERE Alternative investments
w8 Em Listed overseas - 98 - 98
JFEET Unlisted 4,042 3,759 3,597 3,354
4,042 3,857 3,597 3,452
11,790 12,626 9,708 10,481
HIFRENES Funds awaiting investment 1,336 71 1,336 71
= Deposits 492 352 - -
13,618 13,049 11,044 10,552
fTESMIA (FfEk29) Derivative financial instruments (note 29) 28 (26) 28 (26)
13,646 13,023 11,072 10,526

EERBEMFNERESRERNMETHERF =
DRBRBERZ=HENAR=ZHE— (ZO—Z525588
DRUHEARNENA-)  EERSERENERRE
ZREFNREEEREE AP EERS
BTHRASHALFRAF (ZO-ZF05 B EF

RAF) »

mENEF

The debt securities and deposits carried weighted average effective interest rates of 2.78% and
3.10% for the Group and Club respectively (2012: 4.06% and 4.91% respectively). The carrying
amounts of the debt securities and deposits approximated their fair values and their weighted
average remaining maturities were 7 years and 9 years for the Group and Club respectively (2012:
7 years and 9 years respectively).



17 REHREAES (8)

17 LONG-TERM INVESTMENT PORTFOLIOS (cont.)

£8 Group 58 Club
2013 2012 2013 2012
REREASUTIIERINE : Long-term investment portfolios are
denominated in the following currencies:

=TT uUsD 65% 68% 59% 62%
BT HKD 12% 9% 14% 11%
|63 EUR 6% 11% 8% 14%
%5 GBP 5% 3% 6% 4%
H JPY 2% 2% 2% 3%
Hh &% Other currencies 10% 7% 11% 6%
100% 100% 100% 100%

HENETREMENRE  YHEBRESTEREE
SHEE ZEESRENR-ZO—=Z/—=FERIHERE
TIEEE  URERZAFEER - BER-_O0O—=FR
B=t+HEZLREHERMENER (BRERARE
HekEAESRE) AR 20 TREL -

BN ETRIFLTESAENRE » XBHHIH
Stellar Performer Global Series ( “E%#EE") &5 -
ZEFESRENR-OON/OEFENIL » URERES
AIBEK EEN-_O0O—=EXA=+HaEZESXE
LENER (BRRAREEGRERESRE) A
BAZE+EEN

18 REIAMARIE
ROANRERERLREEFESMERATN L
RPEZANEGES  HEFEREBE LM RYEN
fhETAIE A F A B AR EESE o

The investments in listed overseas equities are held under the HKJC Equity Trust Fund which was
a jointly controlled entity (“JCE”) set up during 2012/13. The principal activity of the Fund is
investment in equities. The interest of the Club in the JCE (including the long-term investment
portfolios and the Contingency Fund investments) was 45.7% as of 30 June 2013.

The majority of investments in listed overseas and unlisted debt securities are held under the
Stellar Performer Global Series (“Bond Trust”) set up during 2004/05. The principal activity of this
Bond Trust is investment in debt securities. The interest of the Club in the Bond Trust (including
the long-term investment portfolios and the Contingency Fund investments) was 45.8% as of
30 June 2013.

18 LONG-TERM PREPAYMENTS

Long-term prepayments represented prepayments of rental for the land and property of Beijing
Hong Kong Jockey Club Clubhouse Limited which are amortised on a straight-line basis over their
estimated useful lives.
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19 HihiEE 19 OTHER ASSETS
£EREE Group and Club

HEET in HK$ million 2013 2012
HinEERIBEVKMRREKRA Other assets represented pension assets of

ERINEERE the Group’s Scheme recognised in the statement of

BRFERAREEENT ! financial position which were determined as follows:

ANFPEASRE Present value of obligation 3,262 3,479

STEEENATER Fair value of Scheme assets (2,666) (2,568)
Eia Deficit 596 911
RIERMBEEE R Unrecognised actuarial losses 919 1,264
SRR RAIIBARSFERE Net pension assets in the statement of financial position (323) (353)
REBRAFTEIMNRELROT ¢ Reconciliation of the present value of

the defined benefit obligation was as follows:

tA—H At 1 July 3,479 3,122

HRE S ERENRITIRIE R Current service cost net of employee contributions 153 138

R B R Interest cost 33 69

EREXTHNENE Actual benefits paid (202) (270)

BNENSWREE (x)/ BE Actuarial (gains)/losses on obligation (201) 419

BERES MK Actual employee contributions - 1
NE=tTHAMFNEANERE Present value of obligation at 30 June 3,262 3,479
FRFEEEATFEEEBHNOT ! The movement in the fair value of

Scheme assets of the year was as follows:

tA—A At 1 July 2,568 2,870

sFEIEENTESTER Expected return on Scheme assets 175 209

BERE/ (BE) Actuarial gains/(losses) 38 (330)

EEMHR Employer contributions 87 88

EEMHR Employee contributions - 1

EXfAHEANE Benefits paid (202) (270)
ANA=THWEFEEEAFEE Fair value of Scheme assets at 30 June 2,666 2,568




19 HEfhvi&EE (&)

19 OTHER ASSETS (cont.)

%@ Group

B in HK$ million 2013 2012
ERFERFEERWRELT ¢ The amounts recognised in the income statement were as follows:

RIS BN Current service cost 153 138

R B AL Interest cost 33 69

sTEIEENTARTEIIR Expected return on Scheme assets (175) (210)

ERRNEEFEE Net actuarial losses recognised 104 25
FFABIRAMWAAEE (FEE11) Total included in staff costs (note 11) 115 22

ERANGTEEEERERAEG —_FE—THEERET
(ZO—=F . BiE—E=-TESBRT) °

The actual return on Scheme assets recognised was a gain of HK$214 million (2012: loss of
HK$120 million).

£E RS Group and Club

HEBT in HK$ million 2013 2012 2011 2010 2009
RERAGEINRE Present value of

defined benefit obligation 3,262 3,479 3,122 3,046 3,047
FEEENATER Fair value of Scheme assets (2,666) (2,568) (2,870) (2,500) (2,317)
Eia Deficit 596 911 252 546 730
FEIEENAREE /(W) Experience losses/(gains)

on Scheme liabilities 44 60 27) (111) B
TEIEENER (W) / Bia Experience (gains)/losses

on Scheme assets (38) 330 (276) (121) 782

EER-O-NFENHEMHRERANA/NTEER
BT (ZO—Z=ZF: \THAFEET) °

The Group expects to contribute approximately HK$85 million for the year 2014 (2013: HK$85
million).

£E &5 Group and Club

HEET in HK$ million 2013 2012
STEIEEERE Scheme assets were comprised as follows :
BE Equities 1,482 56% 1,514 59%
EEBEFRES Fixed income securities and cash 860 32% 758 30%
HHhES Hedge funds 324 12% 296 11%
2,666 100% 2,568 100%

FRANEERERRS  FREBEIZ-HN
(ZO—=% BEoz—) ' stHEENRBBATER
RREAZE (ZO—ZF  BoZtHR)  MFS
AR RPBTLERAZFL2W (ZO—ZF : BD
zZm) e

SEAEENRPASEHRUERTREBRETERE
ENFERREE - RE - EEESREPESHAETT
EEGES ST IR S SEE B

The principal actuarial assumptions used were: discount rate 1.90% (2012: 1.00%), long-term
expected rate of return on Scheme assets 7.00% (2012: 7.50%) and long-term expected rate of
salary increases 4.00% (2012: 4.00%).

The long-term expected return on Scheme assets was determined by considering the expected
returns available on the assets under the current investment policy. Expected returns on equities,
fixed income securities and hedge funds reflected long-term average rates of return.
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20 EBESEE

20 DEBT SECURITIES PORTFOLIO

£EREE Group and Club

B in HK$ million 2013 2012

AEHENKERE Available-for-sale financial assets
BRES Debt securities

EEBLH Listed in Hong Kong 37 -

FEm Unlisted 430 503

467 503

RAFEEZERBRIIRNEMBEEE Other financial assets at fair value through profit or loss - 23

467 526

SEREEAENESESNINEFIERIZEE D
Z-EHEN(ZO—Z=F : Boaz=-&Ht—) - KEHK
BEMENEREESNRAEEEEATEBEESE M
HEMEFIRTEHREIA—F (ZO—=F : —F) -
BERESF LB THETIE -

The debt securities carried weighted average effective interest rate of 2.78% for the Group and

Cl

ub (2012: 2.71%). The carrying amounts of the debt securities approximated their fair values

and their weighted average remaining maturities were 1 year for the Group and Club (2012:

1

year). The debt securities were denominated in Hong Kong Dollars (“HKD”) or United States

Dollars (“USD”).

21 HimehEE 21 OTHER CURRENT ASSETS
&8 Group 58 Club
HEBT in HK$ million 2013 2012 2013 2012
HitREEE Other current assets
=& Inventories 106 97 43 41
BR R EWRIE (FFE34.1.c.ii) Loans and receivables (note 34.1.c.ii) 365 317 271 250
TR Prepayments 478 466 206 175
949 880 520 466

EEREENERREBRFEFIREE2ZE Tt
RAAZET= (ZO—ZF2RREIZLTRE
Dzttt) BUBREE - HBUEMERIRTE -

22 EHMER  RITER HEREpEHES

(@) KERSENERFROMEFIIERRE 25
BRAPZ—HENAER—ENAN(ZO—ZF55%
SH-ERZE-N) KERFSENERFRN
SREEEEANFPEEMRS  MEMEFIERTH
RoBB—BE-—+t=-AR—BZ=-R (ZO0—=F
DRIRETARBRATNE) - BEFERUET
ETHARKEIFE -

BE-O—=FXA=tHL SENETHEL
AEFERZRNRTEFOSEESRRSEENA
BE+HEEATEET (ZO—=F: +—ENOThH
BEBT)  UARBERERFE  UWEHEIIE

BB o

EERFENRERASEBYEETNEATE
BEETHEREEES (ZO—ZF  tARtF=
BEBT)  WEFREMARRENSEHE &
BEREE24 -

57% and 72% of the loans and receivables were denominated in HKD for the Group and Club
respectively (2012: 70% and 77% respectively), the rest of the balances were denominated in
other currencies.

22 SHORT-TERM DEPOSITS AND BANK BALANCES, CASH AND OTHER LIQUID FUNDS
(@) The weighted average effective interest rates on short-term deposits were 1.97% and 1.88%

for the Group and Club respectively (2012: 2.17% and 2.14% respectively). The carrying
amounts of short-term deposits approximated their fair values and their weighted average
remaining maturities were 112 days and 102 days for the Group and Club respectively (2012:
75 days and 69 days respectively). The short-term deposits were denominated in HKD, USD
or Renminbi (“RMB”).

As at 30 June 2013, the Group had cash and cash equivalents amounting to HK$1,590 million
(2012: HK$1,149 million) denominated in RMB and USD which were held by certain subsidiaries
with bank accounts operating in the PRC where exchange controls apply.

Cash and cash equivalents included HK$1,995 million of customer funds for the Group and
Club (2012: HK$1,673 million) that were matched by liabilities of an equal value as disclosed
in note 24.



23 EHMER

23 SHORT-TERM LOANS

£8 Group 58 Club
B in HK$ million 2013 2012 2013 2012
EIEWER Unsecured loans 120 141 - -
L ER R HRITRRER - BHEAER - £F=A  The above were unsecured short-term revolving bank loans with maturities of six months and

BAOZAEZNZERAHN A (ZO—=F : BO2EH
ARELRFENT) - ERNREEEEE A FEERES -
BRUANRBEIE -

FANERFEXHAREERT (ZO—ZF 1 N1
BEBTRT) -

24 FEfTER R TEULFRIE

interest rates were between 5.04% and 5.85% per annum (2012: between 5.60% and 5.85% per
annum). The carrying amounts of the loans approximated their fair values. The loans were
denominated in RMB.

The loan interest expense incurred for the year was HK$6 million (2012: HK$9 million).

24 CREDITORS AND RECEIPTS IN ADVANCE

£8 Group 58 Club
HEBT in HK$ million 2013 2012 2013 2012
B ZEMRR R ERFE Trade payables and receipts in advance 3,812 3,228 2,560 2,054
HihpE(FBRFA R EFTRRIE Other payables and accruals 1,578 1,397 956 809

5,390 4,625 3,516 2,863

EERFENEZRARIRBLREE  BF T EN
THEBEBINEERFER (ZO—=F : +x8t
T=ZEEER)  WERBREBEERERREEEY
AEEFRBNISBREE S - SBERME22 -

25 BIEBIIE (BfF)/ EE
FREFAFBARRRARELSE (BF)/ EEEB
RHESBERNT :

Trade payables and receipts in advance included HK$1,995 million of customer accounts’ deposits
for the Group and Club (2012: HK$1,673 million). This was offset by an equivalent amount of
customer funds held which was included in cash and cash equivalents as disclosed in note 22.

25 DEFERRED TAX (LIABILITIES)/ASSETS
The components of deferred tax (liabilities)/assets recognised in the statement of financial position,
and the movements during the year were as follows:

£ M Group 5% Club
DR BERIK DR BERIK
HERER BRIEA kR BRI
Accelerated Employee Accelerated Employee
depreciation retirement Hity ko) depreciation retirement Hity ko)
BEBT in HK$ million allowances benefit cost Others Total allowances benefit cost Others Total
—O—=%tA—H At 1 July 2012 (108) (35) (1) (144) (103) (35) 1 (137)
(f08)/BAMKEE (Charged)/credited to
income statement (70) 5 17) (82) (61) 5 - (56)
—O—=%xA=tH At 30 June 2013 (178) (30) (18) (226) (164) (30) 1 (193)
—O——%+tA—H At 1 July 2011 (69) - 5 (64) (66) - 1 (65)
HBWEE Charged to
income statement (89) (35) (6) (80) 87) (35) - (72)
—O—=fxA=t+H At 30 June 2012 (108) (35) (1) (144) (103) (35) 1 (137)
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26 f#f& 26 RESERVES
£[@ Group 5® Club
REBHEFHE REBHFHE
REMHE  Investment EREE REME  Investment
Accumulated*  revaluation Exchange Bz Accumulated  revaluation b
BEBT in HK$ million reserves reserve reserve Total reserves reserve Total
—O—=f+tHB—H At 1 July 2012 23,312 (11) 87 23,388 19,184 (135) 19,049
FRRBEER Retained surplus
for the year 2,245 = = 2,245 1,615 = 1,615
B HRERE Currency translation
differences - - 96 96 = = =
aEHE Deficit on revaluation
MR EENEGEE of available-for-sale
financial assets - (23) - (23) - (5) (5)
At ERKEE Realised losses on disposal
HERNERBRBERREE and impairment of
B ERARRE available-for-sale financial
assets reclassified
to income statement - 238 - 238 - 238 238
- 215 - 215 - 233 233
—O—=%xA=tH At 30 June 2013 25,557 204 183 25,944 20,799 98 20,897
—O——%+tA—H At 1 July 2011 20,859 391 78 21,328 17,363 295 17,658
FRIRBEER Retained surplus
for the year 2,453 = = 2,453 1,821 = 1,821
B HRERE Currency translation
differences - - 9 9 - - —
A E Deficit on revaluation
MR EENE-EE of available-for-sale
financial assets - (179) - (179) - (207) (207)
AR HENKERE Realised gains on disposal
HERNE 2B a of available-for-sale
B ERARRE financial assets
reclassified to
income statement - (2283) - (223) - (223) (223)
- (402) - (402) - (430) (430)
—O—=fxA=t+H At 30 June 2012 23,312 (11) 87 23,388 19,184 (135) 19,049

*REERARETRE  EEAKHEALKE TR
FEFFENRLBES 2 TRAEERBLARS  HE
ZARENEREIIMEANE D 2B TRIL - EE
BRLABESKEERERRER - JALURHRFEE

BINEARYIRFT T

RZO—=FARA=1+H ZEBHLAEESE-Tt
BHEBLT (ZO—ZH:—FT—@F&88BT) -

losses, to increase capital or to expand the business.

* The Group is required to allocate at least 10% of its net profit from PRC entities as reported in
accordance with generally accepted accounting principles in the PRC to the statutory reserve
fund until the balance of such fund reaches 50% of its registered capital. The statutory reserve
fund can only be used upon approval by the relevant authority, to offset against accumulated

As at 30 June 2013, the statutory reserve fund amounted to HK$27 million (2012:
HK$11 million).




27 ERES

27 CONTINGENCY FUND

£E &S Group and Club

REEMFEE
HEeite Investment
Fund revaluation wE
BEBT in HK$ million balance reserve Total
—O—=—%tAH—H At 1 July 2012 11,630 195 11,825
ERRWREK Transfer from income statement 1,319 - 1,319
AR HENKEENEMER Deficit on revaluation of
available-for-sale financial assets - (283) (283)
A ER R E E HE R Realised gains on disposal of available-for-sale
EERUREFHBRAMEER financial assets reclassified to income statement - 3) (3)
- (286) (286)
—O—=%x~A=+H At 30 June 2013 12,949 (91) 12,858
—O——%tA—H At 1 July 2011 11,436 1,052 12,488
ERRkWRE Transfer from income statement 194 - 194
AR HENKEENEMER Deficit on revaluation of
available-for-sale financial assets - (572) (572)
A ER & E HE R Realised gains on disposal of available-for-sale
ERREWNEEHN S ERANGEE financial assets reclassified to income statement - (285) (285)
- (857) (857)
—O—=%xA=+H At 30 June 2012 11,630 195 11,825
BRESRERK ! Represented by:
£EREE Group and Club
TEET in HK$ million 2013 2012
ERESKRE Contingency Fund investments:
AEHENKERE Available-for-sale financial assets
S Equities
EEBLm Listed in Hong Kong 2,709 2,650
V=2 k) Listed overseas 2,938 4,690
5,647 7,340
BERES Debt securities
V=2 k) Listed overseas 2,838 2,772
L™ Unlisted 1,353 1,334
4,191 4,106
HERENES Funds awaiting investment 2,986 395
12,824 11,841
BRESKRE — TEERT A (FEE29) Contingency Fund investments —
Derivative financial instruments: (note 29) 34 (16)
12,858 11,825

SEREEAENERESNINEFIERIZEE D
ZEE——(ZO—Z=F: BHaZOEELN) - £FEK
BEMENERESNRAEEREATEBEESE - m
HEFHOSRTHRIAAE (ZO—=F : LF) -

The debt securities carried weighted average effective interest rate of 3.21% for the Group
and Club (2012: 4.78%). The carrying amounts of the debt securities approximated their fair
values and their weighted remaining average maturities were 9 years for the Group and Club (2012:

9 years).
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27 ERESE (8

27 CONTINGENCY FUND (cont.)

£EREE Group and Club
2013 2012

ERESREUTIEERE Contingency Fund investments are denominated

in the following currencies:

Epv UsD 39% 47%
BT HKD 24% 24%
/¢ EUR 8% 12%
HEE GBP 8% 4%
H JPY 3% 6%
Hih g Other currencies 18% 7%
100% 100%

HEMETREMENIRE  THERESEREES
BE ZESRER-O—=/—=FERINHERESF
B UREREATEERE - FER_O0—=5F7A
ST HEZRREZEFERAFNER (BERBKRER
ERERESRE) AES 2N +HEL -

HENETRIFLTESAENRE » KBHHH
Stellar Performer Global Series (“f&%&E&”) &F4H -
ZEFESENR-OON/OEFENYL » URERES
AFTEER EEN-_O0—Z=ZEXA=+HaEZESXE
SFENER (BERMREASREREESRE) A
BAZHE+TEEN -

The investments in listed overseas equities are held under the HKJC Equity Trust Fund which was
a jointly controlled entity (“JCE”) set up during 2012/13. The principal activity of the Fund is
investment in equities. The interest of the Club in the JCE (including the long-term investment
portfolios and the Contingency Fund investments) was 45.7% as of 30 June 2013.

The majority of investments in listed overseas and unlisted debt securities are held under the
Stellar Performer Global Series (“Bond Trust”) set up during 2004/05. The principal activity of this
Bond Trust is investment in debt securities. The interest of the Club in the Bond Trust (including
the long-term investment portfolios and the Contingency Fund investments) was 45.8% as of

30 June 2018.

28 BRES 28 DEVELOPMENT FUND
%@ Group 5& Club
REEHERE REBHFHE
E&4&8  Investment He#8  Investment
Fund  revaluation Fet] Fund  revaluation wE
BEBT in HK$ million balance reserve Total balance reserve Total
—O—=—%tAH—H At 1 July 2012 1,033 4) 1,029 - - =
ERRWREK Transfer from
income statement 53 - 53 = = =
AHHENKEENEHRER Surplus on revaluation
of available-for-sale
financial assets - 11 11 - - -
A HER A E L ER Realised losses on disposal
EERBEENIBERAKEER of available-for-sale
financial assets
reclassified to
income statement - 2 2 - - -
- 13 13 - - -
—O—=%x~A=+H At 30 June 2013 1,086 9 1,095 - - -
—O——%tA—H At 1 July 2011 1,015 6 1,021 - - -
ERRkWREK Transfer from
income statement 18 - 18 - - -
AR HENKEENEMRER Deficit on revaluation
of available-for-sale
financial assets - (10) (10) - - -
—O—=%xA=+H At 30 June 2012 1,033 4) 1,029 - - -

BRRESHNIKEE - BIARBKREASZR -

The financial assets of the Development Fund are included in long-term investment portfolios.



29 $THESRITH

29 DERIVATIVE FINANCIAL INSTRUMENTS

£EREE Group and Club
Hh#% & Other investments

BRESRE REBBREHEE
Contingency Fund Long-term Hith ko)
investments investment portfolios Other Total
&E afE BE afE &E & &E afE
Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities
BEBT in HK$ million (note 27) (note 17)
EHESFEN Forward contracts on bonds 1 () 1 3) - - 2 (6)
EHINESH Foreign exchange
forward contracts 43 (29) 42 (26) 19 7) 104 (62)
HE Futures 33 (18) 20 (14) - - 53 (32)
HifE Options 1 (1) 1 1) = = 2 @
a5 Swaps 19 (12) 22 (14) - - 41 (26)
—O—=%x~A=+H At 30 June 2013 97 (63) 86 (58) 19 (7) 202 (128)
AHWMT ¢ Analysed as:
FEDED Current 85 (46) 73 (39) 19 ) 177 92)
IEREN D Non-current 12 (17) 13 (19) - - 25 (36)
97 (63) 86 (58) 19 (7) 202 (128)
EHESFEN Forward contracts on bonds 2 - 2 - - - 4 =
EHNESH Foreign exchange
forward contracts 11 (31) 12 (36) - - 23 (67)
BE Futures 8 () 3 2 - - 11 @)
HAfE Options 3 () 3 2 - - 6 4)
1550 Swaps 14 (19) 17 23) - ) 31 (43)
—O—=%x~A=+H At 30 June 2012 38 (54) 37 (63) - (1) 75 (118)
AHWMT ¢ Analysed as:
FBED Current 22 (36) 18 42) - () 40 (79)
IEREN D Non-current 16 (18) 19 (1) - - 35 (39)
38 (54) 37 (63) - (1) 75 (118)
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30 MEFHIE BIEREERELEZBHURERETF 30 RECONCILIATION OF SURPLUS BEFORE TAXATION, CHARITABLE DONATIONS TO
ERELRERESHNBMESLEEHMELNFIR  CHARITIES TRUST, TRANSFER TO CONTINGENCY FUND AND DEVELOPMENT FUND TO NET
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SHR CASH GENERATED FROM OPERATIONS
%@ Group

HEBT in HK$ million 2013 2012
HIRBIE - BIERSEAESEZERBIUR Surplus before taxation, charitable donations to Charities Trust,

EERTERESRERESAINRE transfer to Contingency Fund and Development Fund 5,975 4,890
PG HEIESI B EREF] Share of profit of a jointly controlled entity (95) (49)
HETMHBENKEEN (BER)/BE (Surplus)/deficit on disposal of available-for-sale financial assets (1,855) 142
BB s Dividend income (293) (173)
B Y as Interest income (490) (509)
FE X H Interest expense 6 9
PTESBMIANTFEE/ (W) Net losses/(gains) of derivative financial instruments 116 (204)
HEREMERER Gain on disposal of investment property (18) (883)
HEME - RERSEMEE Loss on disposal of property, plant and equipment 1 =
W - RIERBMITE Depreciation of property, plant and equipment 1,029 897
Y2~ RRABEREBEMRE Impairment of property, plant and equipment 1 5
At EN K EERE Impairment of available-for-sale financial assets 292 -
EEESEH Movement in working capital

FEEM Increase in inventories 9) )

BRI EWGRIEIE N Increase in loans and receivables (32) 9)

FEATFRIEE AN Increase in prepayments (10) (93)

FEATBRFRIE AN Increase in creditors 596 319
REFEARERD Decrease in long-term prepayments 31 30
Hib&ERD / (38h0) Decrease/(increase) in other assets 30 (66)
EETBMEENRS Cash generated from operations 5,275 4,297

31 F&iE 31 COMMITMENTS
31.1 BEREIE 31.1 Capital commitments
REBIARGREENERZHWOT ¢ Capital expenditures not yet incurred at the end of the reporting period were as follows:
%@ Group

HEBT in HK$ million 2013 2012
BRI L EHERELEE Contracted but not provided for 1,915 1,538
ERUEBRTZEN Authorised but not contracted for 2,912 2,021

4,827 3,559
31.2 AERE 31.2 Lease commitments

RAA=TH  REFTTEENEEBRIRE - HRA

XAHNREEEEZRNT

As at 30 June, the total future aggregate minimum lease payments under non-cancellable operating
leases were as follows:

%@ Group
BEET in HK$ million 2013 2012
preieal Buildings
R—FR Within one year 89 81
REZZFERFR In the second to fifth year inclusive 77 110
RERFE After the fifth year 30 35
196 226
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32 RETIREMENT BENEFIT SCHEMES

The Group operates a defined benefit scheme and a defined contribution scheme. Members of
both schemes are full-time employees of the Group. Both schemes are registered under the
Occupational Retirement Schemes Ordinance and administered by independent trustees. The
Group also participates in a master trust MPF scheme registered under the Mandatory Provident
Fund Schemes Ordinance. The MPF scheme is operated by two independent service providers.

33 RELATED PARTY TRANSACTIONS
The Club is related to the Trust, 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 Group with the jointly controlled entity and
other related parties:

33.1 Management expenses
During the year, the Group recharged management expenses of HK$53 million (2012: HK$50
million) to the Trust for provision of administrative and support services.

33.2 Income from a jointly controlled entity

During the year, the Group received software license fee income and consultancy fee income of
HK$50 million and HK$8 million respectively (2012: HK$17 million and nil respectively) from China
Sports Lottery HKJC Infotech (Beijing) Co., Ltd.

33.3 Shared services

The Group operates three primary businesses - horse race betting, football betting and the Mark
Six lottery through separate legal entities. In order to maximise the Group’s operational efficiencies
and cost economies, these businesses share the use of the Club’s established common selling
and distribution channels, corporate management services and infrastructure facilities, as well as
back office support. The Group adopts a policy to fulfil its objectives of financial independence
with no cross-subsidy amongst its different businesses.

Revenue, expenses, assets and liabilities and overall financial results are maintained in the
separate books of accounts of each business. Business specific revenue and expenses are directly
accounted for in those business results. The Group’s expenses on the shared services are charged
to each main line of business of horse race betting, football betting and the Mark Six lottery at
cost plus an appropriate mark-up.

33.4 Key management compensation

The Hong Kong Jockey Club is governed by a Board of Stewards with assistance from a Board
of Management. The Stewards are responsible for the overall policy and direction of the Group
and its funds as a whole, and have the power to effect and carry out the objects of the Group.
The Board of Management is responsible for the operational management of the Group and is
overseen by the Board of Stewards. To align with the disclosures of other major institutions in
Hong Kong, key management consists of the Board of Stewards and the Board of Management
which comprises the Chief Executive Officer, nine (2012: eight) Executive Directors and two (2012:
two) Directors, as detailed on pages 12 to 13 of the Annual Report.
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33 RELATED PARTY TRANSACTIONS (cont.)

33.4 Key management compensation (cont.)

Stewards act in an entirely honorary capacity and have received no emoluments in the years
under review.

The Board of Management’s remuneration consists of the following three components:

(a) Basic compensation
Basic compensation consists of base salary, housing and other allowances and benefits
in kind.

(b) Performance-related compensation
This represents discretionary payments depending on individual performance and the performance
of the Group.

(c) Retirement benefits

Retirement benefits relate to the Group’s contribution to retirement funds or gratuities in lieu of
retirement scheme contributions. For purposes of meaningful comparison, gratuities in lieu of
retirement scheme contributions are disclosed on an accrual basis, notwithstanding the contractual
entitlement and date of payment.

The remuneration for the Board of Management during the year was as follows:

HEET in HK$ million 2013 2012
HINE < Basic compensation 64 55
BEREHMPMNE Performance-related compensation 25 22
RIREF Retirement benefits 15 12
104 89
FMRBIMT The remuneration fell in the following bands:
AE Number of individuals 2013 2012
E2R O E Remuneration bands
1,000,001 T £ 2,000,000 7T HK$1,000,001 to HK$2,000,000 - 1
4,000,001 & 7t £5,000,0007& 7T HK$4,000,001 to HK$5,000,000 1 1
5,000,001 /& 7t 26,000,000 T HK$5,000,001 to HK$6,000,000 3 2
6,000,001 & 7t 27,000,000 7T HK$6,000,001 to HK$7,000,000 2 2
7,000,001 7 7T £ 8,000,000 7T HK$7,000,001 to HK$8,000,000 2 2
8,000,001 & 7t £9,000,0007& 7T HK$8,000,001 to HK$9,000,000 3 2
9,000,001 &7t £ 10,000,000 7T HK$9,000,001 to HK$10,000,000 1 1
17,000,001 7T £ 18,000,000 7T HK$17,000,001 to HK$18,000,000 - 1
18,000,001 7T £ 19,000,000 T HK$18,000,001 to HK$19,000,000 1 -
13 12
RERABESENETEEEEAS Key management left the Club before end of year 1 1

12 11
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34 FINANCIAL RISK MANAGEMENT

34.1 Financial risk factors

The Group’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 Group’s
overall risk management programme focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the Group’s financial performance. The Group uses
derivative financial instruments to manage and reduce certain risk exposures.

The Group’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 Group’s assets and liabilities are primarily denominated in HKD, USD or RMB. The HKD
is pegged to the USD, and thus foreign exchange exposure is considered as minimal. Majority
of RMB holdings are to meet future committed charitable donations and core operation
requirements in PRC. 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 the following major
currencies had strengthened/weakened against the HKD by the stated percentages, with all
other variables held constant, the Group’s post-tax surplus would have increased/decreased
as follows:

£8 Group

2013 2012
EEWRTY HERKRBER W EEBERTY HFEARBE
ERiad:d) BENHE B BENEE
TEEEIEE/ E5 Effect on (BE#EE/ #55 Effect on
If currency post-tax If currency post-tax
strengthened/ surplus for  strengthened/ surplus for
BEBT in HK$ million weakened by the year weakened by the year
AR RMB 5% 140 5% 146
Bz EUR 5% 33 5% 29
HEE GBP 5% 15 5% 3
H JPY 5% 11 5% 24

5 Club

2013 2012
EEWRTY  HERKRBER EEBERTY HFEARBEZ
ERiad:y) BENHE B BENEE
TEEEIE/ E5 Effect on (BE#EE/ #55 Effect on
If currency post-tax If currency post-tax
strengthened/ surplus for strengthened/ surplus for
BEBT in HK$ million weakened by the year weakened by the year
AR RMB 5% 130 5% 137
Bz EUR 5% 33 5% 29
HEE GBP 5% 15 5% 3
H JPY 5% 11 5% 24
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34 FINANCIAL RISK MANAGEMENT (cont.)

34.1 Financial risk factors (cont.)

(a) Market risk (cont.)
(ii) Equity price risk
Equity price risk is the risk of loss arising from changes in equity prices. The Group 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 consolidated and Club’s
statements 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 Group’s investment revaluation
surplus included within total equity would have increased/decreased by HK$614 million (2012:
HK$570 million) as a result of the changes in fair value of available-for-sale 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 Group is exposed to both
fair value and cash flow interest rate risks as the Group 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 Group’s post-tax surplus for the year would have been HK$56 million higher (2012:
HK$46 million). The investment revaluation surplus included within total equity would have been
approximately HK$245 million lower (2012: HK$243 million) in response to the general increase
in interest rates.

The Group 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/RMB
exposure. Currency exposure arising from the net assets of the Group’s China operations is
managed primarily through forward contracts and borrowings denominated in RMB. 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 Group 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 Group maintains sufficient cash and marketable securities and invests primarily in liquid
financial markets and instruments.

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

The non-derivative financial liabilities and gross-settled derivative financial liabilities of the Group
and Club 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:



34 MBEGER (&)
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34 FINANCIAL RISK MANAGEMENT (cont.)
34.1 Financial risk factors (cont.)

(b) ZEE LA () (b) Liquidity risk (cont.)
£8 Group
2013 2012
Z@ARUT =Z@BAZE—F —FHE ZEARUT =Z@BAZE—F —FHE
Upto >3 months Over et Upto >3 months Over aEE
BEBT in HK$ million 3 months to 1 year 1 year Total 3 months to 1 year 1 year Total
FITEHEE Non-derivative
financial liabilities
HHEIER Short-term loans - 120 - 120 116 25 - 141
FETBRR Creditors 4,625 335 - 4,960 4,028 216 = 4,244
LUERREELEN Gross-settled derivative
PTHEBEEE financial liabilities 85 7 36 128 75 4 39 118
4,710 462 36 5,208 4,219 245 39 4,503
58 Club
2013 2012
Z@ARUAT =Z@BAZE—F —FHE ZEARUT =Z@BAZE—F —FHE
Upto >3 months Over et Upto >3 months Over aEa
BEBT in HK$ million 3 months to 1 year 1 year Total 3 months to 1 year 1 year Total
FITEHEE Non-derivative
financial liabilities
FETBRR Creditors 3,017 307 - 3,324 2,539 187 = 2,726
EAFHEAR Amounts due to
HIFRIE subsidiaries 4,104 - - 4,104 3,694 - - 3,694
LUEREELEN Gross-settled derivative
PTHEBEEE financial liabilities 85 7 36 128 75 4 39 118
7,206 314 36 7,556 6,308 191 39 6,538

RZO—=Fx~A=+H0 KEKEEMEENARFER
REMNESHNBRSEEEELEAST EBRETAEE
BT (ZO—ZF . ATAEBLFEHEESBT) - TR
HEEREEEZ-_O— =X A=1+HLER=0—=
FEARA=ZTHLEWARFERIMESHEL D > SLL
BHRBRBELEE  YRERTEHNEHAE S EEH
PRAR - TRABEENRBEASHARTERSRE &
FERBEMBAMREAINRDEE (AHE) RE -

As at 30 June 2013, the maximum gross notional value of outstanding foreign exchange forward
contracts held by the Group and Club were HK$6,156 million (2012: HK$6,675 million). The table
below analyses the Group and Club’s outstanding foreign exchange forward contracts as at 30
June 2013 and 2012 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
consolidated and Club’s statements of financial position.

£E RS Group and Club

2013 2012
=@EASUT =@BBEZE—F ZEARUT =@AZE—F
Upto >3 months “wEE Upto >3 months wEE
BEBT in HK$ million 3 months to 1 year Total 3 months to 1 year Total
EHNESH Foreign exchange
forward contracts
piitas] Outflows (5,558) (598) (6,156) (6,279) (396) (6,675)
A Inflows 5,598 600 6,198 6,236 395 6,631
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34 FINANCIAL RISK MANAGEMENT (cont.)

34.1 Financial risk factors (cont.)

(c) Credit risk

The Group 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 Group’s deposit
placements, debt securities and derivative transactions.

The Group 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.

(i) Exposure to credit risk

As at 30 June 2013, the Group and Club’s maximum exposure to the credit risk of financial
assets as defined in note 2.8 approximated their carrying amounts in the consolidated and
Club’s statements of financial position.

(i) Financial assets that were past due but not impaired

As at 30 June 20183, the trade receivables included in loans and receivables that were past due
but not determined to be impaired were HK$74 million and HK$17 million for the Group and
Club respectively (2012: HK$59 million and HK$9 million respectively). The overall impact of
trade receivables on the consolidated and Club’s financial statements is insignificant because
the Group’s principal businesses are transacted in cash with customers. The trade receivables
mainly relate to the Membership business where the credit risks are assumed by a licensed
bank under an affinity card agreement. All the receivables are due within one year.

34.2 Capital risk management
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue
as a going concern in order to
— provide a variety of world-class sporting entertainment to the community, while making
contributions in the form of duties, taxes and charitable donations, and
— support the Group’s stability and growth.
The Group monitors its capital which is same as the total equity shown in its statement of
financial position to ensure an appropriate level of return is made to the community in the form of
donations through the Trust.
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34 FINANCIAL RISK MANAGEMENT (cont.)

34.3 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 (e.g. discounted cash flow analysis) in
which any significant input is not based on observable market data.

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.

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

The following table presents the Group’s financial instruments that were measured at fair value
as at 30 June 2013:

£8 Group
BEBT in HK$ million W5l Level 1 W5l Level 2 7 Level 3 44 %8 Total
&E Assets
BERESRE Contingency Fund investments
AR EMEEE Available-for-sale financial assets
BRE Equities 5,647 - - 5,647
BEEEE Debt securities = 4,191 = 4,191
PTESmMIA Derivative financial instruments 33 64 - 97
REREAS Long-term investment portfolios
AR EMEEE Available-for-sale financial assets
[ Equities 2,353 - 48 2,401
BEEEE Debt securities = 5,347 = 5,347
BERE Alternative investments - - 4,042 4,042
PTESmMIA Derivative financial instruments 20 66 - 86
BREEFEE Debt securities portfolio
AR EMEEE Available-for-sale financial assets
BREFS Debt securities - 467 - 467
Hithig & Other investments
PTESmMIA Derivative financial instruments - 19 - 19
8f& Liabilities
TEE€@MITE Derivative financial instruments
HERESRE Contingency Fund investments (18) (45) - (63)
REREHSE Long-term investment portfolios (14) (44) - (58)
HiiR&E Other investments - ) - 7
8,021 10,058 4,090 22,169
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34 BBRKRERE (&) 34 FINANCIAL RISK MANAGEMENT (cont.)
34.3 AR EEM (&) 34.3 Fair value estimation (cont.)
TREATM-O—-FENA=THEUAFEEENE The following table presents the Group’s financial instruments that were measured at fair value
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EemMIA: as at 30 June 2012:
£8 Group
BEBT in HK$ million W5l Level 1 W5l Level 2 #&5l Level 3 #%8 Total
BE Assets
BERESRE Contingency Fund investments
A HERKERE Available-for-sale financial assets
[ Equities 7,340 - - 7,340
BEEEE Debt securities = 4,106 = 4,106
THESHmIA Derivative financial instruments 8 30 - 38
REREAS Long-term investment portfolios
A HERKERE Available-for-sale financial assets
BE Equities 3,039 - 48 3,087
BEEEE Debt securities = 5,682 = 5,682
BERE Alternative investments 98 - 3,759 3,857
THESHmMIA Derivative financial instruments 3 34 - 37
BEEHES Debt securities portfolio
A HERKERE Available-for-sale financial assets
BERES Debt securities - 503 - 503
RATFEEZERBRYIRN Other financial assets at
Hihgg&ERE fair value through profit or loss - 23 - 23
=L Liabilities
fTESRTI A Derivative financial instruments
BERESRE Contingency Fund investments @ (52) - (54)
REREHESE Long-term investment portfolios 2 (61) - (63)
HAtpir & Other investments - (1) - (1)
10,484 10,264 3,807 24,555




34 MBRKRERE (&)

34.3 AFEEMG (&)

RZO—Z=ZFR=0—=F  ={AAFEEFEHAZ

EIEE AN T BEE -
RIERBISHRETELAFEEN SR I ALEHRES
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34 FINANCIAL RISK MANAGEMENT (cont.)
34.3 Fair value estimation (cont.)
During the years of 2013 and 2012, there were no significant transfers of financial instruments
among the three levels of fair value hierarchy classifications.

The movements of the balance of financial instruments measured at fair value based on Level
3 were as follows:

%@ Group
HEBT in HK$ million 2013 2012
tA—H At 1 July 3,807 2,935
TEUTHRRERH (F58)/ WEE5E Total (losses)/gains recognised in
LVEnE. Income statement (267) -
2HENER Statement of comprehensive income 423 (32)
BA Purchases 779 1,273
HE Sales (652) (369)
~A=1+H At 30 June 4,090 3,807
FRFTARSERLIERFIRER Total losses for the year included in income statement and
RUREASRBNEISEEE presented in surplus from securities investments and
long-term investment portfolios (267) =
ERPRISENEEREE Total losses for the year included in income statement
RERFARERLIMERFRER for assets and liabilities held at the end of the reporting period
REBREASBRNEEEE and presented in surplus from securities investments and
long-term investment portfolios (292) =

35 BHRMEEE
MEER=O—=Ft ABIB2013FEEH (B7]) &
PIESR AP S ERHSEREMENEEERNT

EA¥

CEEBERO) LAHRE - BFAMREARMRINIE
PSR RIESWA - BEEBEH R BRI -
W45 FARGIFTET BB EVAT H1 2R - RIBULIR (BET) RHIE
£ BATSHESUES LA EENRIMNUER
WA -

BE %5

(EXBURED LAHRE - BT AR BEIINESEEIF)

HAMIROE - HREBERHRHRERES - — @A
HEB AR BBOEEH © RIFUILIA (EFT) KROIER -
BUSH RN ESNE L RES KA IROEMSHE
REEWA - BADZ T RHENI—HERGWER
Bt o MERT MRS T HIR ©

RE

REWIER (BF]) RPIER - FERRRINES AR
EFEENEEN - ATBESRTRERFRERE
RERABETIR—BLTAEEEL =0 —=/
—MEESFB  RYM=F-

35 EVENT AFTER THE REPORTING PERIOD
The Legislative Council approved the Betting Duty (Amendment Bill) 2013 in July 2013. The key
changes to the betting duty provisions are as follows:

Inbound commingled bets

Previously, the betting duty on non-local inbound commingled bets was charged at the progressive
betting duty rates on net stake receipts with a discount rate as stipulated in the Betting Duty
Ordinance. Under the Amendment Bill, no betting duty will be levied on the non-local bets managed
in the Club’s commingled pools.

Outbound commingled bets

Previously, local bets on non-local races in separate pools were subject to betting duty at
progressive rates in the same manner as local bets placed on local races in accordance with the
Betting Duty Ordinance. Under the Amendment Bill, a flat betting duty rate at 72.5% on net stake
receipts subject to certain deductions will be applied to local bets on non-local races in either
separate or commingled pools.

Guarantee

Under the Amendment Bill, the Club will guarantee to the Hong Kong SAR Government that betting
duty arising from Hong Kong bets on non-local races will be no less than HK$175 million per
season for three seasons from 2013/14 onwards.
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MIBAT
RZO—=%A<A=1+H EENEEHBEQLARAEHE
BEREANERE
FEEK ERTRBZRAZMESR HiZ i3
EEBAMEKY  FE2EHEFN
BROBRAE] :
EEERESHEYERAT reBSHELER “RERESR—BTNEERR G 100
EEESRRELERAT e RIRIERER —ERER BTN BERERAG 100
EEERRSFERAT RERNETEEEK —BEERER—BINEERRKRHG 100
EES28EKERAR EEEEEEEENHERERIE —BERER BTN ERRS 100
EBESE (K1) ARAT ERETRNBERGTENEEA MRER BTN ERRS 100
HREERAR EEEEGRENEL —TERSR —BTHZBERRKS 100
HAREEEEERAT EEEHERREERAR —BRER—BTHZBERRS 100
BEBENERK
EEEREKARBRAT BESEEINERRE —ERER BTN BERERS 100
EEEREKAR (RE) BRAF BESBEERNERRE AERSR—EATHSBERR G 100
BEREESIRERRAT :
EBEEE (EE) ARATF REEBESSETERBEENRBEAR - 100
BELEEEESSMERATANKRE
EEREAMEY EE2EHEN
BROBRAE] :
HKJC Reinsurance Limited ARENERETRRERE TZEBRBR—ETHNRHG 100
TERZENREFIEFMET
BE2EHENGFMEREGRAT :
TFREBEESMERAT EEEHEEE WX HEERELR ATREEET 100
T REREERMNERERAT 12 (4 5B SRR 1 % BR A A9 3 91 3 3% I A R AR A —TEER 100
ENEREEEESINIRERAT ERLEE R L& B IHIARS AREB+HEENTET 100
FIEREERIMBEERERAT 12 4 5B SRR 1 % R A A9 5 91 3 B8 I A R AR A% —HBXTT 100
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SUBSIDIARIES

The following is a list of the Club’s principal subsidiaries at 30 June 2013:

Issued and fully paid up

Effective percentage
held by the Club

Principal activities share capital / registered capital Directly  Indirectly
Incorporated in Hong Kong, limited
by share capital and wholly owned:
HKJC Horse Race Betting Limited operates the horse race betting business 200,000,000 ordinary shares of HK$1 each 100
HKJC Football Betting Limited operates the football betting business 100,000,000 ordinary shares of HK$1 each 100
HKJC Lotteries Limited operates the Mark Six lottery business 1,000,000 ordinary shares of HK$1 each 100
The Jockey Club Membership manages Members’ social and 100 ordinary shares of HK$1 each 100
Services Limited recreational facilities
The Hong Kong Jockey Club acts as administrator for staff 2 ordinary shares of HK$10 each 100
(Managers) Limited retirement benefits scheme
HKJC Racing Club Limited manages the Racing Club’s operations 10,000,000 ordinary shares of HK$1 each 100
The Racing Club manages the HKJC Racing Club 10,000 ordinary shares of HK$1 each 100
Horse Management Limited Limited’s horse related activities
HKJC Business Ventures Limited holds the equity interests of the Group’s 100,000,000 ordinary shares of HK$1 each 100
overseas business ventures
HKJC Business Ventures holds the equity interests of the Group’s 500,000,000 ordinary shares of HK$1 each 100
(China) Limited business ventures in China
Limited by guarantee and
wholly controlled:
The Hong Kong Jockey Club acts as nominee for selected projects - 100
(Charities) Limited and holds investments in the Beijing
Hong Kong Jockey Club Clubhouse
Limited, on behalf of The Hong Kong
Jockey Club
Incorporated in Bermuda, limited by
share capital and wholly owned:
HKJC Reinsurance Limited insures the Group against certain 120,000 shares of US$1 each 100
risks and exposures
Incorporated in The People’s
Republic of China, limited by
registered capital and wholly owned:
Beijing Hong Kong Jockey Club manages Members’ social and US$65,000,000 100
Clubhouse Limited recreational facilities
Beijing HKJC Technology provides computer hardware and US$10,000,000 100
Development Limited software technology development
and consulting services
Guangzhou HKJC Race Horse constructs and operates horse RMB1,540,000,000 100
Training Limited training facilities in Conghua
Shenzhen HKJC Technology provides computer hardware and US$3,000,000 100

Development Limited

software technology development
and consulting services
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PROFORMA CONSOLIDATED INCOME STATEMENT FOR FULL RACING SEASON

BEE2EABEREWER
HEET in HK$ million 2013+ 2012*
ESHHE Number of race meetings 83 83
FEERIEBEE Amounts wagered by customers 152,189 141,095
EEREFWA Betting and lottery revenue 27,080 25,422
EEB R RS ELH Betting and lottery duty (17,158) (16,022)
FFRF ohith B S HeAE Payment to racing jurisdictions outside Hong Kong (26) (48)
REEE Lotteries Fund (1,144) (1,154)
R RAE Net margin and commission 8,752 8,198
Hg A Other revenue 2,792 3,345
11,544 11,543
R R Operating costs (7,911) (7,374)
RERE Operating surplus 3,633 4,169
TR 2 i Interest income from deposits 154 125
BERERRPREHSHRR Surplus from securities investments and
long-term investment portfolios 757 425
BERESRENRE Surplus from Contingency Fund investments 1,319 194
BisEMA Finance costs (6) 9)
B B ER Financial surplus 2,224 735
PG HEIESI B BT Share of profit of a jointly controlled entity 95 49
HIRBIE - BERSEEESEZERBAUR Surplus before taxation, charitable donations to Charities Trust,
EERTERESRERESAINRE transfer to Contingency Fund and Development Fund 5,952 4,953
HiiE Taxation (455) (432)
HRBIER  BEZSEEESRERA Surplus after taxation and before charitable donations to
BERTHEAESRBEREESHNER Charities Trust, transfer to Contingency Fund and
Development Fund 5,497 4,521
BRTERESSLERETES Appropriations to The Hong Kong Jockey Club Charities Trust
- BRES — Allocations Fund (1,400) (1,600)
- EXES - Capital Fund (500) (200)
BREBRBEZNFERA Net surplus after appropriations and taxation 3,597 2,721
ERTHERAES Transfer to Contingency Fund (1,319) (194)
ERTRRES Transfer to Development Fund (53) (18)
REBEHEBARERE Retained surplus transferred to Accumulated Reserves 2,225 2,509
*ESHE-—A=tTZEME - * Refer to note 1 on page 132.




SUMMARY OF OPERATIONS

ERBE
EEERTERE THE HONG KONG JOCKEY CLUB GROUP
BEERIEERE RACING AND BETTING FACILITIES
HEET in HK$ million 2013* 2012* 2011 2010* 2009*
ESHHE Number of race meetings 83 83 83 83 78
ESHEREER A Amounts wagered by customers

on horse race betting 93,956 86,117 80,413 75,497 66,820
EFEEEERET Horse race betting

dividends and rebates (78,797) (72,115) (67,211) (63,056) (55,583)
ESEERA Horse race betting revenue 15,159 14,002 13,202 12,441 11,237
EEEEH Horse race betting duty (11,045) (10,159)  (9,557)  (9,002)  (8,120)
FFRF ohith B S HeAE Payment to racing jurisdictions

outside Hong Kong (26) (48) (51) 41) (32)
EEBYAR Horse race betting net margin 4,088 3,795 3,594 3,398 3,085
EREYEEREETE Amounts wagered by

customers on football betting 50,606 47,285 39,763 38,908 35,108
EERBELE Football betting dividends (42,193) (39,404) (32,643) (32,494) (29,308)
EEREBEWA Football betting revenue 8,413 7,881 7,120 6,414 5,800
EBRIEEH Football betting duty (4,207) (8,940) (8,560) (3,207) (2,900)
EEREBEAR Football betting net margin 4,206 3,941 3,560 3,207 2,900
REBEERIERH Amounts wagered by

customers on lottery 7,627 7,693 6,866 6,375 6,429
RERE Lottery prizes (4,119)  (4,154)  (3,708)  (3,442)  (3,472)
BHEWA Lottery revenue 3,508 3,539 3,158 2,933 2,957
RHEEH Lottery duty (1,906) (1,923) (1,716)  (1,594)  (1,607)
REES Lotteries Fund (1,144) (1,154)  (1,030) (956) (964)
REEL Lottery commission 458 462 412 383 386
HiguA Other net revenue 1,228 1,903 965 933 727
I S Total operating income 9,980 10,101 8,531 7,921 7,098
BELERAR Direct operating costs (5,377)  (4,921)  (4,561)  (4,410)  (4,224)
BB Miscellaneous donations (118) 279) (203) (62) (50)
e - # REREEXEH Depreciation, amortisation, impairment

and expensed project costs (890) (757) (750) (767) (667)
IS AR Total operating costs (6,385)  (5,957) (5,514)  (5,239)  (4,941)
RERE Operating surplus 3,595 4,144 3,017 2,682 2,157
s REe / (&iE) Financial surplus/(deficit) 2,121 691 1,437 942 (2,258)
HIRBIE - BIBRSEEESRERN Surplus/(deficit) before taxation,

URERTFEAEESR charitable donations to Charities Trust,
BRESHNREE/ (FB) transfer to Contingency Fund and

Development Fund 5,716 4,835 4,454 3,624 (101)
BASSELWHEIRERS Unclaimed prizes transferred

to the Snowball Pool 61 91 54 68 65

YT OEEE RIUE R IR0 - BB
ESRERAURERTHALERERESHREE -

*REREUHER -

The above figures represent the results before taxation, charitable donations to Charities Trust,
transfer to Contingency Fund and Development Fund of racing and betting facilities.

* Financial data is for full seasons.
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SUMMARY OF OPERATIONS % #i 2

ERNSEEEBHERAT THE JOCKEY CLUB MEMBERSHIP SERVICES LIMITED
28R MEMBERSHIP FACILITIES
HEET in HK$ million 2013* 2012* 2011 2010" 2009"
Wz Income
[ Membership subscriptions 233 217 172 166 160
BEASEBRESEERE Members’ entrance
and qualification fees 130 130 109 81 80
BEER (5518)/ Bt Catering (deficit)/surplus (30) (23) 2 7 (6)
HibFFBEREK W= Other non-catering income 44 39 35 32 32
377 363 314 286 266
SEEKEETHREY Direct membership
administration costs (284) (267) (229) (214) (179)
EREBEEXSH Depreciation and
expensed project costs (88) 91) (94) (87) (72)
(372) (358) (823) (801) (251)
KERER/ (B18) Operating surplus/(deficit) 5 5 ) (15) 15
Bk Financial surplus 51 26 32 11 24
BREAIZER / (B518) Surplus/(deficit) before taxation 56 31 23 @) 39

R=ZO—=FX"A=+H EES2E2TKERIAK
HFEATNAEBNTAEESEBLT (ZO—=F: +/\E
tFNEEERT)  BENE RERSM=EBZLE
BEL(ZO—Z—F : =B=TFT/\BE#ERT)  REKR
BHRET—EBATERRT (ZO—Z&: +EBAT=E
BEn EEXFEEENEESET(ZO—Z=f:
FEEBEBL)  RBEEAMEATEHEEBT(ZO
——F . XENT-EE8ERT)  BERBEE—REN
FT—EBBT (ZO—Z=F: —&8xn) °

*REREUHER -

The net assets of The Jockey Club Membership Services Limited at 30 June 2013 were HK$1,946
million (2012: HK$1,878 million), including property, plant and equipment of HK$309 million (2012:
HK$338 million), long-term investment portfolios of HK$1,160 million (2012: HK$1,093 million),
deferred tax assets of HK$4 million (2012: HK$5 million), current assets of HK$664 million (2012:
HK$642 million), less current liabilities of HK$191 million (2012: HK$200 million).

* Financial data is for full seasons.



STATISTICAL SUMMARY

BB FTHE
'S RACING
2013+ 2012 2011 2010* 2009*
ESHYE Race meetings
BHEXE Day meetings 46 46 47 47 47
RERE Night meetings 37 37 36 36 31
HRE Total number of meetings 83 83 83 83 78
B BEFSH Races on turf 689 689 689 691 655
2 RIRMBEEFSH Races on all-weather track 80 80 78 76 78
HBIZE Total number of races 769 769 767 767 733
B Horses
B HBEERH Total runners 9,653 9,704 9,502 9,736 9,179
B —5ESETHE Horses winning 1 race 276 321 321 328 279
BHWSESETHE Horses winning 2 races 132 112 113 119 120
BH=5EEETHE Horses winning 3 races 60 46 44 39 43
BH=SU LEEETHE Horses winning over 3 races 11 20 20 18 19
BHEEFTHA Horses with winnings 479 499 498 504 461
FREBHESEBANESTHE Horses not winning — placed 425 422 399 397 420
AREBHESIEBAVESFTTHE Horses not winning — unplaced 379 380 380 374 324
REHEFTHAE Horses not raced 301 273 279 260 255
Brag Total horse population 1,584 1,574 1,556 1,535 1,460
BRET Retirements 444 438 430 397 360
BERS Prize money
REBE (BEBT) Total prize money (HK$ million) 858 826 785 782 763
FI5F9RE (FBT) Average prize money
per race (HK$’000) 1,115 1,074 1,023 1,020 1,042
BUETHYRS (F8T) Average prize money
per horse (HK$’000) 541 525 504 509 523
FRERSREFT Percentage of horses
HETAZESL winning prize money in the year 61% 63% 62% 64% 64%
FRERSREFT Percentage of individual runners
HHBESTAZE DL winning prize money in the year 75% 76% 75% 77% 78%
FRBEEAEFTEAS Percentage of horses recovering
BEZREFEHEDL basic costs or more in the year 38% 38% 36% 38% 38%
EFAFHABAZ (F) Average attendance
per meeting (’000)
fiaf=h:i) Happy Valley 18.1 17.8 17.1 17.5 17.7
WH Sha Tin 29.6 28.8 27.7 28.2 29.3
EFRIE (AEER) Racing Turnover (HK$ million)
BRIt Standard bets 81,427 74,530 69,523 64,884 57,114
HERIF Exotic bets 11,796 10,967 10,325 10,064 9,310
B E BE Rt Fixed odds bets 733 620 565 549 396
#azg Total 93,956 86,117 80,413 75,497 66,820
*2EBERTEH - * Racing statistical data is for full seasons.

175



176

STATISTICAL SUMMARY #tat 87 B2

A% FINANCIAL
BEBT in HK$ million 2013* 2012 2011 2010 2009
A BEBBRFBIR Payments of duty and taxation

to Hong Kong Government
BEEBEH Horse race betting duty 11,045 10,159 9,557 9,002 8,120
BBRIEEH Football betting duty 4,207 3,940 3,560 3,207 2,900
RHEEH Lottery duty 1,906 1,923 1,716 1,594 1,607
FIEH Profits tax 417 412 322 295 238

17,575 16,434 15,155 14,098 12,865

RAB ' BIBEBLES Donation in lieu of

Entertainments tax* to

The Community Chest

of Hong Kong 2 2 3 3 3

PRGBS F N A — BERE - SERESE
SRS RENESASREREBAES  BHT
FE-OO=#ZA=t+—8 HEEWNE-O—HF
=A=t-R-

# Entertainments tax was abolished with effect from 1 April 1993. The Club agreed to donate sums
equivalent to entertainments tax on racecourse admission to The Community Chest of Hong Kong
for ten years up to 31 March 2003, subsequently extended to 31 March 2015.

28 MEMBERSHIP
RABA=+8 as at 30 June 2013 2012 2011 2010 2009
EREFEEEAY Number of Hong Kong
Jockey Club Members
2EEE Full Members 14,292 14,064 13,910 13,635 13,382
2EEE (9) Full Members (S) 185 184 189 187 189
EERHMEE Racing and other Members 8,154 8,058 7,928 7,674 7,429
HREEE Absent Members 4,915 4,863 4,798 4,792 4,771
AFEEE Corporate Members 180 178 178 171 168
27,726 27,347 27,003 26,459 25,939
HEEEEAY Number of The Racing Club Members
HBREEE Racing Club Members 747 619 535 450 358
BEANEBA# Number of Mainland Members
BAEE Individual Members 708 587 459 345 169
AFEEE Corporate Members 90 72 55 40 17
29,271 28,625 28,052 27,294 26,483
KBRS GROUP EMPLOYEES
RABA=+8 as at 30 June 2013 2012 2011 2010 2009
25 Full-time 5,737 5,545 5,385 5,310 5,303
FRE Part-time 18,427 20,859 21,428 20,981 20,956
*EEBEHEER * Financial data is for full seasons.



