EERAEREBZE_OOCLFAAZTHLEESRHS
BE5E (58] RETEWEBLR (REIEE]) &
FHREEFLZIHHE -

FEE
ERE-—FEENIEXEBACEEETBNESRE
B UREHSIRENES  ERRRSEE - BB
RNANFEEFBREN T E -

SRR
SEAFERERBRFBRNENT RN -
EERECELVBHRRAN—DSEBT - FREZH
FE - BRI EEBITRE -

]
SERSEAFENRERBIERN R B HRRME26

£28°

BN
FREFBRRT=RETEELTEREFERERRT
S UBRR=BRBLFEBBRERER -

’

L/ S
Y2 -

REBRIEM
RIER BN BB BN R BERRMEE3 -

BB
FEESRRELE  FIRAFRENH -
ZOOARSEEBFRSERE - FRDBLEEREAE
BREZREFE  MUMICEREEREEE -
EZOOARFEERAFAREL  FFELAEEERE
B EH=F UWHBEEERE  MREREETRE
BRES  IH—F  UEBEEHAIIKE -
REFESE  FHUWEE - TEREE - FEEE
ERREREEIEREETHEERF RS LHE
SR - FEELERTEREEMR  HETHEHEE
BEREIEE - DEUEL - TERBERREREEY
HeEmEESREEER -
BESYRBAR - RFRALEFRNME o twfIRNEF
AR FEFIEEFTERAEMHNELREL LHET
BEENPEEERRS

EEEH

EXRFER FEUEAERERRIENEAEE
DHTRERSEEIEAEH  TEREIAFRNERT
1k

AT
ERVBBRELCHBERKESHMEBIER » %
REMTRESR - BHSERBRESESIEE -

FREDRBEESRIABEIELHAARRESR
K o

EfE
WR4H 2
—OO0tHtA=+H

Report of the Stewards EEF &

The Stewards have pleasure in submitting their annual report and the audited financial statements
of The Hong Kong Jockey Club (“the Club”) and its subsidiaries (collectively the “Group"”) for the
year ended 30 June 2007.

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.
The principal activities of its subsidiaries are shown on page 96.

Financial statements

The results and appropriations of the Group for the year are set out in the income and expenditure
account on page 89. All figures in the annual report and the audited 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 financial statements.

Donations
During the year, the Group appropriated HK$1,350 million to The Hong Kong Jockey Club Charities
Trust and donated HK$3 million for other charitable purposes.

Property, plant and equipment
Details of the movements in property, plant and equipment are shown in note 13 to the financial
statements.

Stewards
The Board of Stewards is listed on page 4 of this annual report.

Mr John C C Chan and Mr David Eldon were elected Chairman and Deputy Chairman respectively
immediately after the Annual General Meeting 2006.

At the Annual General Meeting 2006, Mr Michael T H Lee was elected as a Steward for a three-
year term to replace The Hon Ronald Arculli and Mr Philip N L Chen was elected as a Steward for a
one-year term to replace Mr Paul M F Cheng.

In accordance with the Club’s Articles of Association, Mr Robert C Kwok, Dr Donald K T Li,
Mr Victor Hui Chun Fui and Mr Philip N L Chen will retire by rotation at the forthcoming Annual
General Meeting. Mr Victor Hui Chun Fui will not be standing for re-election and his vacancy will
be filled by election. Mr Robert C Kwok, Dr Donald K T Li and Mr Philip N L Chen, being eligible,
will offer themselves 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 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.

John CC Chan
Chairman
20 July 2007
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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 Club and its subsidiaries (together,
the “Group”) set out on pages 89 to 123, which comprise the Group and the Club balance sheets as
at 30 June 2007, and the Group income and expenditure account, the Group statement of changes
in equity and the Group cash flow statement for the year then ended, and a summary of significant
accounting policies and other explanatory notes.

Stewards’ responsibility for the financial statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these 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 as to whether
the financial statements are free from material misstatement.

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

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

Opinion

In our opinion, the 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 2007 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, 20 July 2007



Group Income and Expenditure Account BNz &

BEAA=THLEFE for the year ended 30 June
BEET in HK$ million FffzE Note 2007 2006
&7l Restated
(FifaE note 1) (M7 note 1)
KO858 Amounts wagered 2b 100,639 96,597
BERESKE Betting and lottery revenue 6 19,411 19,060
EERREFEEHR Betting and lottery duty (12,391)  (11,937)
FRTFIMEFHAR Payment to racing jurisdiction outside Hong Kong (27) (47)
REES Lotteries Fund (988) (944)
HERER Commission and gross margin 7 6,005 6,132
Hith ez Other revenue 1,416 1,269
SHERA Cost of sales (295) (273)
1,121 996
FRAEWA Interest income from deposits 217 171
EERERRPREHSHRR Surplus from securities investments and
long-term investment portfolios 8 1,135 751
BRESRENRE Surplus from Contingency Fund investments 9 1,936 1,084
Hebug A Other income 24 38
REWA Operating income 10,438 9,172
FEE— %N Operating costs 10 (5,052) (4,506)
HRFBIERZSERANEERG Operating surplus before taxation and charitable donations 5,386 4,666
-2 %N Finance costs (2) =
BRTEBESSEEETES Appropriation to The Hong Kong Jockey Club Charities Trust
-BRES - Allocations Fund (650) (700)
-EXES — Capital Fund (700) (1,100)
EIIR=A= Surplus before taxation 4,034 2,866
Eiza] Taxation 1 (246) (325)
BREBRENFRERS Net surplus after appropriation and taxation 3,788 2,541
BERTERES Transfer to Contingency Fund 27 (1,936) (1,084)
ERTRRES Transfer to Development Fund 28 (100) (77)
REBEBABERE Retained surplus transferred to Accumulated Reserve 26 1,752 1,380
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Balance Sheets EEE&X

A~A=+A at 30 June %8 Group FE Club
HEBT in HK$ million Wiz Note 2007 2006 2007 2006
kRBEE Non-current assets
M~ BREBEREM Property, plant and equipment 13 3,515 3,164 3,107 2,842
HE T BRAFIE Leasehold land prepayments 14 607 640 587 620
REYE Investment properties 15 1 1 1 1
BERRESRE Contingency Fund investments 27 11,636 9,320 11,636 9,320
REKREAE Long-term investment portfolios 16 11,182 8,031 10,233 7,182
MEBARRE Investments in subsidiaries 17 = = 534 324
Ht&EE Other assets 18 308 285 308 285
27,249 21,441 26,406 20,574
MEBEE Current assets
BEREHFES Debt securities portfolio 20 2,884 2,812 2,764 2,658
EM B AR EER Loans to subsidiaries 21 = = 194 194
HiRBEE Other current assets 22 668 456 436 300
EHATERR Short-term deposits 23 1,891 3,025 1,308 2,641
BITFERRERS Bank balances and cash 1,340 1,074 258 272
6,783 7,367 4,960 6,065
i =R Current liabilities
RHRE K Short-term loan 24 (113) = = =
FEFRIE ~ ZEE R FERGRIE Creditors, provisions and
receipts in advance (3,058) (2,847) (1,892) (2,098)
FESFHB A RMNRIE Amounts due to subsidiaries 25 - = (2,343) (2,126)
BRSNS Current portion of finance leases - (1) - (1)
FEAHBE Taxation payable (300) (347) (32) (105)
(3.471) (3,195) (4,267) (4,330)
MBNEETFE Net current assets 3,312 4,172 693 1,735
FRBARG Non-current liabilities
ELERIEEE Deferred tax liabilities 19 (32) (26) (36) (28)
MERHRBIS Long-term portion of finance leases - () - )
(32) (28) (36) (30)
30,529 25,585 27,063 22,279
(] Reserves 26 17,944 15,416 15,427 12,959
BRES Contingency Fund 27 11,636 9,320 11,636 9,320
BREES Development Fund 28 949 849 - =
REEE Total equity 30,529 25585 27,063 22,279
£ John CC Chan
PRiEE Robert C Kwok
BE Stewards
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BERA=ZTHLEFE

for the year ended 30 June

== N 2 g

Group Statement of Changes in Equity SEE#ER & EEK

HEBT in HK$ million BEE Note 2007 2006
E7%| Restated
BEtA—BIEMNESEE Total equity as at 1 July 25,585 22,601
BERESRENEREE Surplus on revaluation of Contingency Fund investments 27 1,107 686
BEREHR Surplus on revaluation of debt securities and
REREMASNERLIZE long-term investment portfolios 26 1,161 675
BRES Surplus on revaluation of
REREMASNERLIZE Development Fund long-term investment portfolios 28 - 1
BN RELE Currency translation differences 26 17 )
RIEW X R APERF RS Net gains not recognised in the income and
expenditure accounts 2,285 1,360
BRRBRBENFEELR Net surplus after appropriation and taxation 3,788 2,541
BRESKRENEMRBRER Realisation of Contingency Fund
investments revaluation reserve 27 (727) (543)
RENEHBHRER Realisation of investment revaluation reserve 26 (402) (374)
BEARA=THLWEREE Total equity as at 30 June 30,529 25,585
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Group Cash Flow Statement £ER &

BEARAZTHLEFE

BR

for the year ended 30 June

BEET in HK$ million FffzE Note 2007 2006
EEEH Operating activities
EETHMEENERESRA Cash inflow generated from operations 30 1,189 1,780
EXHFE Interest paid ) =
EXIEERER Hong Kong profits tax paid (287) (279)
EETENFRESAA Net cash inflow from operating activities 900 1,501
RETE Investing activities
BEYE  REREM Purchase of property, plant and equipment (772) (764)
HEME - RIBREM Sale of property, plant and equipment 39 33
2 UEEIE Interest received 525 443
EUWER S Dividends received 255 198
BEUHEENKEE Purchase of available-for-sale financial assets (34,388) (26,669)
HEHEENKEE Sale of available-for-sale financial assets 32,493 27,379
BERATEEESB Purchase of financial assets at
KZ SRR B E = fair value through income or expenditure (247) (202)
HER AT EEEB Sale of financial assets at
W PRI E = fair value through income or expenditure 140 70
HITE SR T AMRARE Payment for derivative financial instruments (45) (61)
REBREASHETRD / (1E10) Decrease/(increase) in deposits held in
long-term investment portfolios 213 (330)
REZBNFRES (R Net cash (outflow)/inflow from investing activities (1,787) 97
RLESEE Financing activities
BEMBRSE Cash received from borrowings 113 -
MEENNAR SIS Capital element of finance lease payment - 1)
BMETHNFRERA/ (RH) Net cash inflow/(outflow) from financing activities 113 (1)
BeRBESEEYWF O ) /18m Net (decrease)/increase in cash and cash equivalents (774) 1,597
FHRERRESEEY Cash and cash equivalents at the beginning of the year 4,920 3,289
Higls Exchange gains 75 34
FRESRBESEEY Cash and cash equivalents at the end of the year 4,221 4,920
ReRReEBNEEFIN Analysis of the balances of cash and cash equivalents
S HETSE 5 Short-term debt securities 990 821
EHTERR Short-term deposits 1,891 3,025
ROTEARRES Bank balances and cash 1,340 1,074
4,221 4,920
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Notes to the Financial Statements B 7§ fizT

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. The Club is
incorporated in Hong Kong with liability limited by guarantee. The address of its registered office
is 1 Sports Road, Happy Valley, Hong Kong. Details of the principal activities of its subsidiaries are
mentioned in note 2c.

The last race meetings of the 2005/06 and 2006/07 racing seasons were held on 2 July 2006 and
2 July 2007 respectively. Accordingly, the financial results of 2 July 2006 have been included in the
financial statements for the year ended 30 June 2007 and the financial results of 2 July 2007 will
be shown in the financial statements for the year ending 30 June 2008. The financial results of the
2005/06 and 2006/07 full racing seasons covering 78 race meetings are shown on page 124.

With effect from 1 September 2006, the betting duty system for horse racing has been changed.
Under the Betting Duty Ordinance 2006 (“Ordinance”), horse race betting duty is imposed on net
stake receipts, i.e. after dividends for winning bets and rebates are taken out of the betting pool,
instead of on amounts wagered by customers. Betting duty is calculated according to a progressive
tax rates table as prescribed in the Ordinance.

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

The financial statements on pages 89 to 123 were approved by the Stewards on 20 July 2007.

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.

(a) Basis of preparation
The financial statements have been prepared in accordance with Hong Kong Financial Reporting
Standards ("HKFRS") issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA™).

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

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

are disclosed in note 3.
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2 Principal accounting policies (cont.)

(a) Basis of preparation (cont.)

(i) New and revised standards/interpretations that are effective and have been adopted by
the Group

HKAS 19 (Amendment), Employee Benefits, introduces the option of an alternative recognition
approach for actuarial gains and losses. It may impose additional recognition requirements for multi-
employer plans where insufficient information is available to apply defined benefit accounting. It
also adds new disclosure requirements. As the Group does not intend to change the accounting
policy adopted for recognition of actuarial gains and losses and does not participate in any multi-
employer plans, adoption of this amendment only impacts the format and extent of disclosures
presented in the financial statements.

HK(IFRIC) — Interpretation 9, Reassessment of Embedded Derivatives requires an entity to assess
whether an embedded derivative is required to be separated from the host contract and accounted
for as a derivative when the entity first becomes a party to the contract. Subsequent reassessment
is prohibited unless there is a change in the terms of the contract that significantly modifies the
cash flows that otherwise would be required under the contract, in which case reassessment is
required. The adoption of this interpretation does not have any significant impact on the Group's

financial statements.

(i) New and revised standards that are not yet effective and have not been early adopted by
the Group
The following new and revised standards have been published that are mandatory for the Group'’s

accounting periods beginning on or after 1 January 2007 and that the Group has not early adopted:

HKFRS 7
Amendment to HKAS 1

Financial instruments: Disclosures

Presentation of Financial Statements — Capital Disclosures

Apart from certain presentational changes, the adoption of the above new and revised standards

will have no significant impact on the Group’s financial statements.

(b) Revenue recognition under International Financial Reporting Standards (“IFRS")

Following industry-wide clarification regarding the application of IFRS for betting and gaming
transactions, the Group now reports the 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. Previously, betting and lottery revenues represented amounts wagered by customers.
A reconciliation of the amounts wagered by customers to betting and lottery revenues is

shown below.
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(b) EFREATS R & HRIR T AERR A A (4])

2 Principal accounting policies (cont.)

(b) Revenue recognition under International Financial Reporting Standards (“IFRS"”) (cont.)

2007
EEEE BHIEE
BERAZTHLFE for the year ended 30 June T — Football s @E
BEET in HK$ million betting betting Lotteries Total
EEE BT Amounts wagered by customers 63,860 30,190 6,589 100,639
BEXE BNRESRS Betting dividends, rebates and lottery prizes (52,905) (24,764)  (3,559) (81,228)
BEREZ RS Betting and lottery revenue 10,955 5,426 3,030 19,411
2006
EEEY BEIEE
BEAA=THILEE for the year ended 30 June T — Football s @i
BEBT in HK$ million betting betting Lotteries Total
E%l| Restated EJI|Restated ZF3|Restated ZF3Restated
BRI EE Amounts wagered by customers 59,032 31,272 6,293 96,597
BEES  OiiRESFRS Betting dividends, rebates and lottery prizes (47,981)  (26,157) (3,399) (77,537)
BERREFRE Betting and lottery revenue 11,051 5,115 2,894 19,060

EBW S RGEFERTRT IR - BHIEEREMR
2% - RIIRBAREFANEEEYRESRIIEER
W EIHIFREE o

(0 HEIRE

SR BHRREEBE_OOLFERA=ZTHLFES
EREEENBEREARDNMBERE - WEARRE
SEERAEHMBERELBERN AT -

EBR DR ZENRE REEGT U HE - HEL RN
S EKCRFRELRE - URRESERAK
RER - EEENEEEERAN  HHBEQATHIR
EZEEAEHRRENEEERTIR  FSERESER
FEWHNREREE S HNEARNES -

The Group income and expenditure account will continue to present the amounts wagered by
customers but this is for information purposes only. Amounts wagered represent amounts received

in respect of bets placed by customers on betting and lottery activities during the year.

(c) Consolidation

The Group financial statements include the financial statements, made up to 30 June 2007, of the
Club and its direct and indirect subsidiary companies. Subsidiaries are those entities over which the
Group has the power to govern the financial and operating policies.

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 balance sheet, the investments in subsidiaries are stated at cost
less provision for impairment losses. The results of subsidiaries are accounted for by the Club on the

basis of dividends received and receivable.
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2 EEEER () 2 Principal accounting policies (cont.)
(o) FEIRE (&) (c) Consolidation (cont.)
R=ZOOLtFARA=+H BEENHEARESE: The Club’s subsidiary companies at 30 June 2007 comprise:
BEERENEREDL
ERTRARRAE/ EMER Effective percentage
FEEK Issued and fully paid up held by the Club
Principal activities share capital / registered capital E# Directly R Indirectly
EEBHAMEY  FELEHEFH
BROERAA -

EEREESEEERLR REBFEE —ERER-BINEBERRSG 100
EEEERRBEERLR §%E£ﬁ§n¥ﬁ% —RRER—BIHNEERRH 100
EREERFEROA RERNERESER —HERSR-BINETERRG 100
EREESEEKERAA EEEESEES BN HERLERIE —BEREBR—EBTNEBRRM 100

BEESE (K8) GRAA fERBE ITRINERIFTEINEEA MBRERTETHEBERRG 100
HREEARAT EEEERRENES —TFERSR-—BIHNEBRRRKRND 100
RS EEEERAR BEEEERREERAT —BRER-BINEBERRN 100
%EEE@ SOES) S
BELRBEHPRERRAA] -
ERESE (BE) BRALF REEBETEIERETERERET = 100
B ERERZSEENRBEAR
BHELREESEEMERARANRE
HEAREAMAY  FEZEHEH
BRIGERZA] -
HKJC Reinsurance Limited REEMNERETRRERE ToEREBR—ETHNRG 100
TERENRRFIEE AT -
BERERERAMELRERAA -
tREEBEEEMAERAT BEEE S 8N HEERERE —TaEEER 100
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
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 or The Hong Kong Jockey
Club Charities Trust
Incorporated in Bermuda, limited by
share capital and wholly owned:
HKJC Reinsurance Limited insures the Group against certain risks 120,000 shares of US$1 each 100
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$25,000,000 100

Clubhouse Limited
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2 Principal accounting policies (cont.)
(d) 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 purpose and are stated at fair value
at the balance sheet date. 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 (g) below.

(e) 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 purpose and are stated at fair value at the balance sheet
date. 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 (g) below.

(f) Debt securities portfolio

The primary purpose of debt securities is to invest surplus funds for cash management and yield
enhancement. They are held for non-trading purpose and are stated at fair value at the balance
sheet date. The accounting policy for the financial assets of debt securities portfolio is stated in

note (g) below.

(g) Financial assets

The Group classifies its financial assets in the following categories: available-for-sale financial assets,
derivative financial instruments, financial assets at fair value through income or expenditure, 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. Financial assets are derecognised 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.
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2 Principal accounting policies (cont.)

(g) Financial assets (cont.)

(i) Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category
or not classified in any of the other categories. They are included in non-current assets unless
management intends to dispose of the investment within 12 months of the balance sheet date.
They comprise local and overseas listed or unlisted equities; debt securities; and/or alternative
investments. The equities and debt securities are initially measured at fair value plus direct and
incremental transaction costs and are subsequently remeasured at fair value. Changes in fair value
are recognised in investment revaluation reserve until the assets are either sold or impaired. 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 investment revaluation reserve are recognised
through the income and expenditure account within the “Surplus from securities investments and
long-term investment portfolios” or “Surplus from Contingency Fund investments”.

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

the income and expenditure account.

(ii) Derivative financial instruments

The Group uses derivatives such as interest rate swaps or forward foreign exchange contracts
to manage its financial risks and to facilitate the implementation of its investment strategies.
Derivatives that do not qualify for hedge accounting under HKAS 39 are initially recognised at fair
value on the date on which the derivative contracts are entered into and subsequently remeasured
at their fair values. Changes in fair value of the derivatives are recognised in the income and
expenditure account. Derivatives are carried in the balance sheet as financial assets when the fair

value is positive and as liabilities when the fair value is negative.

(iii) Financial assets at fair value through income or expenditure

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

payment and the carrying value is included in the income and expenditure account.

(iv) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are carried at amortised cost using the effective interest
method and are included in current assets, except for maturities greater than 12 months after the

balance sheet date where these are classified as non-current assets.
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2 Principal accounting policies (cont.)

(g) Financial assets (cont.)

(v) Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and other short-

term highly liquid investments with original maturities of three months or less.

(h) Property, plant and equipment
Property, plant and equipment are stated at historical cost less accumulated depreciation and
impairment. They are depreciated over the period of their estimated useful lives on a straight-line

basis at the following rates:

Buildings 25 years
Plant and equipment ranging from 10% to 33% per annum
Projects in progress no depreciation is provided on projects in progress since they are

not in use. On completion, the project costs are transferred to the

appropriate property, plant and equipment.

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 income and

expenditure account.

(i) 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
property is measured initially at its cost, including related transaction costs. It is depreciated over

the period of their estimated useful lives on a straight-line basis at the same rate as buildings.

(j) Leasehold land prepayments
Upfront prepayments made for leasehold land are included in the balance sheet as leasehold land
prepayments and expensed in the income and expenditure account on a straight-line basis over

the period of the lease.
(k) Inventories

Inventories are stated at weighted average cost less provision for diminution in value. Spare parts

are amortised over a period of five years on a straight-line basis.
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2 Principal accounting policies (cont.)
() Deferred taxation
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 financial statements.
The principal temporary differences arise from depreciation on property, plant and equipment,
provisions for pensions and other post-retirement benefits. Taxation rates enacted or substantively
enacted by the balance sheet date 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.

(m) Foreign currency translation

Items included in the 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 Group financial statements are presented in Hong Kong dollars, which is the Club’s
functional currency.

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

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 balance sheet date;
— income and expenses are translated at average exchange rates; and

— all resulting exchange differences are recognised in the exchange reserve in equity.

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 taken to equity. When a foreign entity is sold, such exchange differences are

recognised in the income and expenditure account, as part of the gain or loss on sale.

(n) Borrowing
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference between the proceeds (net of transaction
costs) and the redemption value is recognised in the income and expenditure account 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 balance sheet date.
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2 Principal accounting policies (cont.)

(o) Operating leases

Leases where substantially all the risks and rewards of ownership of assets remain with the leasing
company are accounted for as operating leases. Payments made under operating leases are charged

to the income and expenditure account on a straight-line basis over the lease periods.

(p) Revenue recognition

Revenue comprises the fair value of the consideration for the sale of goods and services provided
in the ordinary course of the activities of the Group. Revenue is shown net of value-added tax,
returns, rebates and discounts.

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

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

Revenue from football betting represents amounts wagered net of betting dividends. Open
positions are carried at fair market value and gains and losses arising on this valuation are
recognised in revenue.

Revenue from admission to race events is recognised when the event has been held.

Revenue from food and beverage sales and other member services 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.

(q) Shared services

The Group operates three primary businesses — horse race betting, football betting and 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 account 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 Mark Six lottery at cost plus

an appropriate mark-up.

(r) Employee leave entitlements
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 balance sheet date.

Employee entitlements to sick leave and maternity leave are not recognised until the time

of leave.
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2 Principal accounting policies (cont.)

(s) Employee retirement benefits

Defined benefit scheme

The defined benefit scheme provides pension benefits to employees upon retirement with reference
to the final salaries of the employees.

The retirement benefit costs are assessed using the projected unit credit method and the cost
of providing pensions is charged to the income and expenditure account so as to spread the cost
over the service lives of employees in accordance with the advice of the actuary who carries out a
full valuation of the scheme periodically. The pension obligation is measured at the present value
of the estimated future cash outflows using market yields of government securities which have
terms to maturity approximating the terms of the related liability. Actuarial gains and losses, to the
extent that any cumulative unrecognised actuarial gain or loss exceeds 10 per cent of the greater of
the present value of the defined benefit obligation and the fair value of plan assets, are recognised
over the average remaining 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 balance sheet. They represent
the net total of the Group’s pension obligations; plus any unrecognised actuarial gains (less any
actuarial losses); minus any unrecognised past service costs; and minus the fair value of plan assets.
If the net total determined is negative, then the resulting asset, which is included under other assets
in the balance sheet, 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 plan or reductions in future

contributions to the plan.

Defined contribution scheme
Employer’s contributions to the defined contribution scheme applicable to each year are charged
to the income and expenditure account for the year and are reduced by contributions forfeited by

those employees who leave the scheme prior to vesting fully for the contributions.

Mandatory Provident Fund scheme
Employer’s contributions to the Mandatory Provident Fund scheme (the “MPF scheme”) are charged

to the income and expenditure account for the year.

(t) Related party

For the purposes of these 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.
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2 Principal accounting policies (cont.)

(u) 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.

3 Critical accounting estimates and judgements

In preparing the financial statements, management is required to exercise significant judgements
in the selection and application of accounting principles, including making estimates and
assumptions. The following is a review of the significant accounting policies that are impacted by
judgements and uncertainties and for which different amounts may be reported under a different

set of conditions or using different assumptions.

(a) Fair value of financial instruments
The significant accounting policies for valuation of financial instruments that are impacted by

judgements and uncertainties are disclosed in note 4 under the paragraph “Fair value estimation”.

(b) 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 or valuation over
their estimated useful lives (note 2h).

Actual useful lives may differ from estimated useful lives. Periodic reviews could result in a

change in depreciable lives and therefore depreciation expense in future periods.

(c) Pension costs

The Group employs independent valuation professionals to conduct annual assessments of the
actuarial position 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 18. Changes to the principal actuarial

assumptions can affect the present value of plan obligations and service costs in future periods.
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3 Critical accounting estimates and judgements (cont.)

(d) 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 2007 financial
statements, the Group has followed the tax treatments it has adopted in past years, which may be

different from the final outcome in due course.

(e) Provisions

The Group recognises provisions for liabilities of uncertain timing or amount when the Group
has a 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.

(f) 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 flow is discounted using an appropriate rate. Changing
the assumptions selected 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 condition and results of operations.

4 Financial risk management

The Group's activities expose it to a variety of financial risks: market risk (including currency
risk, equity price risk and interest rate risk), liquidity risk and credit risk. The 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 Club’s Treasury Department and external professional
portfolio managers.

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

investments.
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4 Financial risk management (cont.)

(a) Market risk

(i) Currency risk

Currency risk is the risk of loss due to adverse movements in foreign exchange rates relating to

investments and transactions denominated in foreign currencies.

(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 balance sheet.

(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.

The Group controls and monitors market risk through strategic asset allocation and the
investment benchmarks set for the funds. Currency risk is contained by asset allocation which
overweighs HK dollar and US dollar denominated assets. Equity price risk is mitigated by adopting
benchmarks that are diversified globally, by sectors and by securities. Interest rate risk is controlled
through benchmark duration guidelines and by investing across a spectrum of fixed and floating

rate instruments.

(b) Liquidity risk

Liquidity risk refers to the risk that available funds may not be sufficient to meet liabilities 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.

105



Notes to the Financial Statements Bf 73R & iz

4 MBEIRER (8])

() IEEERR

HREBEAREF - ROBEIFEENERE M

BITEHNER  AUEBAZZEERE - FERER

FERBKENER  RERTERS °
EEEAEERBEEHFRIBEE  BIEAESZ

MEERR - %*E#@T%E%ﬁ%ﬁ’ﬂ%ﬁ%%&&ﬂﬁ%%b

MEEEERE EHALE - BIEEEHFAT

AZHEEER o Eﬁﬁéf‘éﬁ%ﬁ?ﬂ’ﬂ%ﬁ@[ﬁ? BRI

SIS HBERNRERMEEERE -

AEBEEGHE

EXRERNTSEEN ST A (FImAMESHE
ZRTETR) WATEE  REEERNHSRES
IR WHARBRERBNTSEENTHTE (HlanFsh
PTETHR) WAFEE - AEAGMERTLEE - £EE
RZERE  TRRSESERNHSERFLRR -
NRBHW A FEE - ZREFTERRSREBNRET
"o BHNMESHNATEER  BIUNEEANERES

EBE -

SEEBRRE S EWRFIENEAFIENRAEBER G
EERAE  DEEEATEE-
5 Yz

SEUWHEFEOEERERERER WS B Wa - A
58 B5E  RBEEMEUEROESRMUREN

4 Financial risk management (cont.)
(c) Credit risk
The Group is exposed to credit risk as 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, investments and derivative transactions.

The Group limits its exposure to credit risk by rigorously selecting the counterparties and by
diversification. Credit limits are established to control the overall exposure to each authorised
counterparty based on its credit ratings and financial strength. Counterparty credit exposures are

measured according to the risk nature of financial products involved in the transaction.

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

The nominal values less estimated credit adjustments of trade receivables and payables are

assumed to approximate their fair values.

5 Revenue
The revenue of the Group principally comprises betting revenue for horse racing and football,

lottery revenue, admission charges, livery charges, catering sales and charges for services provided

& - to Members.
6 R RIEHIES 6 Betting and lottery revenue
BEBET in HK$ million 2007 2006
&7l Restated
ESEE Horse race betting 10,955 11,051
EHRIEE Football betting 5,426 5,115
"5 Lottery 3,030 2,894
19,411 19,060
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7 HEREF

7 Commission and gross margin

BEBET in HK$ million 2007 2006
&7l Restated
ESHEERN Horse race betting gross margin 2,897 3,198
EHRIEEEF Football betting gross margin 2,713 2,557
R"EME Lottery commission 395 377
6,005 6,132

8 EHRERRUKREHSHERR 8 Surplus from securities investments and long-term investment portfolios
HEBT in HK$ million 2007 2006

HEEKRSRAMRENRER

Surplus on sale of debt securities and other investments:

&7l Restated

- ERtA—H — realisation of amounts previously recognised

BERANREEHBHER in investment revaluation reserve at 1 July 402 374
- REEFREENEE - amount arising in current year 442 204

844 578

EREREWA Dividend income from listed equities 88 59
ETEBESFEWA Interest income from listed debt securities 56 30
I EMEBESFEWA Interest income from unlisted debt securities 167 158
TTESBMIENFER Net losses of derivative financial instruments (26) (29)
RAFEEES Net gains/(losses) of financial assets at

W FIRN B EEFN R /(BE) fair value through income or expenditure 29 (23)
EEWE Management fees (23) (22)

1,135 751
9 ERELIRENZRELR 9 Surplus from Contingency Fund investments
HEET in HK$ million 2007 2006
&7l Restated

HERENRER Surplus on sale of investments:
- ERtA—H — realisation of amounts previously recognised

BERNRESHRHER in investment revaluation reserve at 1 July 727 543
- NEEMREENEEE - amount arising in current year 1,015 404

1,742 947

ETRERERA Dividend income from listed equities 167 139
EHEBESFEWA Interest income from listed debt securities 42 19
I ETEHESFEWA Interest income from unlisted debt securities 43 52
FRAEWA Interest income from deposits 15 5
PTEEMITANTFER Net losses of derivative financial instruments 47) (50)
BRI E Management fees (26) (28)

1,936 1,084
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10 EERE 10 Operating costs

BEBET in HK$ million 2007 2006
BERA (MiFE12) Staff costs (note 12) 2,324 2,113
BERD Prize money 686 670
EihEEEANES Operating lease rentals on land and buildings 78 75
BN EHEEENES Operating lease rentals on computer equipment 1 2
A Gl Auditors’ remuneration 3 3
EEME Stewards’ remuneration = =

Y% - REBEREMITE Depreciation of property, plant and equipment 664 598
HE T TR FRIE Amortisation for leasehold land prepayments 15 18
Hth e AR Other operating costs 1,281 1,027
5,052 4,506
11 #HiIE 11 Taxation
HEET in HK$ million 2007 2006
BEBREH Hong Kong profits tax 240 291
EAERIE (PEEE19) Deferred taxation (note 19) 6 34

BRFEHDIBEAFEATERBEFRES 2T
HBE(ZOOARF Bz TLHA) HEHE -

EEBRBARSAEENERTIR - EREEBFE
BB RAENTEZRNT ¢

246 325

Hong Kong profits tax has been provided at 17.5% (2006: 17.5%) on the estimated assessable profit
for the year.
The taxation on the Group's surplus before taxation differs from the theoretical amount that

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

BBET in HK$ million 2007 2006

&7l Restated
MREI I 2 64 Surplus before taxation 4,034 2,866
BFE17.5% (ZOOXRE : 17.5%) 5t & Calculated at a taxation rate of 17.5% (2006: 17.5%) 706 503
BRRRBANREZE Tax effect of non-taxable income (630) (406)
FAI0% R H R e Tax effect of non-deductible expenses 246 323
ROUBERTNBETE Tax effect of approved charitable donations (73) (95)
Hith Others 3) -
HEXH Taxation charge 246 325
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12 REREX

12 Staff costs

BEBET in HK$ million 2007 2006
HEREAMEAR Salaries and other costs 2,226 2,030
BN R - REMFREHE Pension costs — defined contribution plan 11 7
RBIRE A - RERRIGHE (KIFE18) Pension costs — defined benefits plan (note 18) 42 35
BIESET AR MPF contributions 45 a1
2,324 2,113
13 ¥ - SRIBREM 13 Property, plant and equipment
%8 Group
EETH
RIGRBM I72EH
gF Plant and Projects in Fet]
BEET in HK$ million Buildings  equipment progress Total
—OORFELA—HEKE Cost at 1 July 2006 3,365 6,681 172 10,218
e Additions 41 485 495 1,021
= Transfers 23 121 (144) =
ERTIREME Transfer to investment properties (3) = = (3)
HENTHE Disposals and write-offs (22) (203) = (225)
ZOOtFEAB=+HMAE Cost at 30 June 2007 3,404 7,084 523 11,011
—OOXRFtLtA—BEBINE Accumulated depreciation at 1 July 2006 (2,021) (5,033) - (7,054)
REENE Charge for the year (117) (547) = (664)
HRTIREME Transfer to investment properties 3 - - 3
BERITH Disposals and write-offs 18 201 = 219
ZOOtLFEARA=+HEERE Accumulated depreciation at 30 June 2007 (2,117)  (5,379) = (7,496)
—OO0tFEAB=THEEEFEE Net book value at 30 June 2007 1,287 1,705 523 3,515
—OOHEFtA—HEKE Cost at 1 July 2005 3,357 6,337 105 9,799
7E Additions 20 546 148 714
R Transfers = 81 (81) =
EHERTIREYE Transfer to investment properties (4) = = (4
HENTHE Disposals and write-offs (8) (283) = (291)
ZOOREARA=ZTHEAE Cost at 30 June 2006 3,365 6,681 172 10,218
—OOE&tA—HRAFE Accumulated depreciation at 1 July 2005 (1,907)  (4,840) - (6,747
REEHE Charge for the year (124) (474) = (598)
ERTIREME Transfer to investment properties 3 = = 3
BERH Disposals and write-offs 7 281 = 288
ZOORFEARA=+HEENE Accumulated depreciation at 30 June 2006 (2,021) (5,033) = (7,054)
ZOOREAA=ZTHEREFE Net book value at 30 June 2006 1,344 1,648 172 3,164
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13 Y3 - SRIBREM (8)

SEREE
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13 Property, plant and equipment (cont.)
Group and Club

As at 30 June 2007, the Group was in the process of constructing two competition venues in Hong

Kong for the Beijing 2008 Olympic and Paralympic Equestrian Events (the “Events”). Parts of these

venues (mainly stables and related facilities) will be retained by the Group after the Events for its

own use. Accordingly, the costs of HK$344 million incurred to date attributable to these venues

are capitalised as projects in progress. As part of the venues will be situated on Hong Kong SAR

Government land, the Group has obtained the Government’s consent to lease the land on a longer

EMEEBBNRE  URRFHHAMGFER LM - term basis.
B® Club
IEESTH
BB REEM IRER

gF Plant and Projects in W
BEBT in HK$ million Buildings  equipment progress Total
—OOXE+tA—BRAE Cost at 1 July 2006 2,923 6,169 166 9,258
e Additions 39 424 400 863
i Transfers 23 119 (142) =
BERTREWE Transfer to investment properties 3) = = (3)
BERTH Disposals and write-offs (22) (178) = (200)
ZOOtLEARB=THRBRAKE Cost at 30 June 2007 2,960 6,534 424 9,918
ZOORELHE—HERBWE Accumulated depreciation at 1 July 2006 (1,750) (4,666) = (6,416)
REEWE Charge for the year (100) (493) = (593)
ERTIREME Transfer to investment properties 3 = = 3
BERTH Disposals and write-offs 18 177 - 195
—OOtFEARA=1THEENE Accumulated depreciation at 30 June 2007 (1,829) (4,982) = (6,811)
ZOOtFAAZTREEFE Net book value at 30 June 2007 1,131 1,552 424 3,107
—OOE&EtA—BRAE Cost at 1 July 2005 2,916 5,854 97 8,867
7E Additions 19 507 145 671
R Transfers = 76 (76) =
HRTIREME Transfer to investment properties (4) - - (4)
BERITH Disposals and write-offs 8) (268) = (276)
ZOORFEARAZTHEAE Cost at 30 June 2006 2,923 6,169 166 9,258
ZOORFtA—HEBHWE Accumulated depreciation at 1 July 2005 (1,653)  (4,509) - (6,162)
AEERE Charge for the year (107) (424) = (531)
EHRTIREMHE Transfer to investment properties 3 = - 3
BERTH Disposals and write-offs 7 267 = 274
—OOARFEARA=TRRBME Accumulated depreciation at 30 June 2006 (1,750)  (4,666) - (6416
ZOOREARA=THEREFE Net book value at 30 June 2006 1,173 1,503 166 2,842
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14 FE T HEFRRIE

14 Leasehold land prepayments

£8 Group B8 Club
BEBT in HK$ million 2007 2006 2007 2006
+tA—HAAE Cost at 1 July 1,558 1,559 1,538 1,539
BERTH Disposal and write-offs (24) (1) (24) (1)
AAZTHRKE Cost at 30 June 1,534 1,558 1,514 1,538
+t B —HERE#H Accumulated amortisation at 1 July (918) (901) (918) (901)
REEFE Charge for the year (15) (18) (15) (18)
BERH Disposals and write-offs 6 1 6 1
ANA=+HZEE#E Accumulated amortisation at 30 June (927) (918) (927) (918)
ANA=THREFE Net book value as at 30 June 607 640 587 620
ANA=+THEE T B REREFE The net book value at 30 June of leasehold
BRETIEEBHNENL land prepayments located in Hong Kong,
comprises the following:
A+FEUEREENNHEL Long-term leases exceeding fifty years 226 256 226 256
THE LR EENNHEY Medium-term leases exceeding ten years 352 349 332 329
TE AT Leases of below ten years 29 35 29 35
607 640 587 620
15 &M 15 Investment properties
£8 Group BE Club
TEBT in HK$ million 2007 2006 2007 2006
tA—HBAE Cost at 1 July 7 7 3
ERRET Transfers from buildings 3 4 3 4
ARA=THRAE Cost at 30 June 10 7 10 7
+tA—HRBEFE Accumulated depreciation at 1 July (6) (3) (6) (3)
ERERET Transfers from buildings (3) (3) (3) (3)
ANB=ZtTHEERE Accumulated depreciation at 30 June 9) (6) (9) (6)
RA=ZTHEREFE Net book value as at 30 June 1 1 1 1

BREMEECNR_OOLFEASRA=THR=OOKRERA
=+tH BBY  AERNWERMGER - KFPEE
HiftER EXEEARQE ETERME - GENUX
REBTSNRITERBEEET - MAREWHEIN
RER - REVEREEENLATFEERA=RZ—BER

BT (ZOOARHF : —EENFEET)

The investment properties were revalued at 30 June 2007 and 30 June 2006 by independent,

professionally qualified valuers “Savills Valuation and Professional Services 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$301 million (2006: HK$204 million) on

the date of valuation.
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16 REAIXEHESE 16 Long-term investment portfolios
£8 Group B8 Club
HEBT in HK$ million 2007 2006 2007 2006
AHHENKEE Available-for-sale financial assets
ES Equities
EEBLm Listed in Hong Kong 1,279 887 1,279 887
e LEm Listed overseas 4,705 3,099 4,705 3,099
Bl Unlisted 74 = 74 =
6,058 3,986 6,058 3,986
BXES Debt securities
e Em Listed overseas 857 644 857 644
Bl Unlisted 784 753 784 676
1,641 1,397 1,641 1,320
FERE-FLtm Alternative investments — unlisted 2,309 1,397 1,919 1,397
10,008 6,780 9,618 6,703
TEemIA (FiEE29) Derivative financial instruments (note 29) (9) 1 9) 1
HERENES Funds awaiting investment 624 478 624 478
EE Deposits 559 772 - -
11,182 8,031 10,233 7,182

EENEENEHEESRERMMEFLHEBEFIR 5 The debt securities and deposits carry weighted average effective interest rates of 4.64% and
BAEES ZHEANEES Z2HEEN (ZOORES  4.48% for the Group and Club respectively (2006: 4.45% and 4.33% respectively). The carrying
A 2NENAER S 2NUE==) - £EKESE amounts of the debt securities and deposits approximate their fair values and their weighted
WEBESREFANREER  HEAFEEMEE - M average maturities are 9 years and 11 years for the Group and Club respectively (2006: 8 years and

HmEGHRADBNERT—F (ZOORESD 12 years respectively).
BIBNERTZF)

$08 Group 5& Club

HEBT in HK$ million 2007 2006 2007 2006

REREASUTIERINE : Long-term investment portfolios are
denominated in the following currencies:

ESH usD 58% 50% 55% 50%

BT HKD 12% 16% 13% 12%

/¢ EUR 11% 9% 12% 9%

H JPY 9% 8% 10% 10%

EEE GBP 4% 8% 4% 9%

Hih g Other currencies 6% 9% 6% 10%

100% 100% 100% 100%
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17 HBASIRE

17 Investments in subsidiaries

£8 Group B8 Club
HEBT in HK$ million 2007 2006 2007 2006
FELEMRM - BERAE Unlisted shares, at cost - - 534 324
18 Hih 5 &E 18 Other assets
£8 Group BE Club
HEBT in HK$ million 2007 2006 2007 2006
HitEEREEEEESERT Other assets represent pension assets of the Group’s
ERINEEREEFFERRESERENT ¢ defined benefit scheme recognised in the

balance sheet which are determined as follows:
ANFEENEINSRE Present value of obligations 2,422 2,326 2,422 2,326
FEEENATER Fair value of plan assets (3,353) (2,734) (3,353) (2,734)
Btk Surplus (931) (408) (931) (408)
KRR MBE S Unrecognised actuarial gains (623) (123) (623) (123)
BEEABRMIEKESFEEE Net pension assets in the balance sheet (308) (285) (308) (285)
EREZRPEERINRBNT : The amounts recognised in the income and

expenditure account are as follows:
IR BF AR A B A Current service cost 125 122 125 122
B R A Interest cost 108 80 108 80
FHEIEEMNTEFTER Expected return on plan assets (191) (167) (191) (167)
FTABERARNLEEE (EE12) Total included in staff costs (note 12) 42 35 42 35
ERANGEEEEREHRARESENTNAEESBT The actual return on plan assets recognised was a gain

(ZOORE  KB=BLtFNEEHET) of HK$688 million (2006: gain of HK$378 million).

RERFGFTEIMNRELRNT ¢ Reconciliation of the present value of the defined

benefit obligation is as follows:
+tA—H At 1 July 2,326 2,188 2,326 2,188
HIRESERENRTRIE KA Current service cost net of employee contributions 125 122 125 122
B R AN Interest cost 108 80 108 80
BRE TN ERNE Actual benefits paid (136) (130) (136) (130)
ANENESHBE (W) /BiE Actuarial (gains)/losses on obligation 3) 64 3) 64
ERESMHMK Actual employee contributions 2 2 2 2
RA=ZTHERASHNEFN Actual obligation at 30 June 2,422 2,326 2,422 2,326
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18 Hih & & (48) 18 Other assets (cont.)
£8 Group B& Club
TEBT in HK$ million 2007 2006 2007 2006
FRFTEEEQAFEESEHNT ! The movement in the fair value of plan
assets of the year is as follows:
+A—H At 1 July 2,734 2,385 2,734 2,385
FTEIEENTERTEIR Expected return on plan assets 191 167 191 167
BEWE Actuarial gains 497 211 497 211
EEHER Employer contributions 65 99 65 99
EEMR Employee contributions 2 2 2 2
EXHHENE Benefits paid (136) (130) (136) (130)
~NA=TH At 30 June 3,353 2,734 3,353 2,734
TEEENER (KR /BB Experience (gains)/losses on plan liabilities (15) 78 (15) 78
FTEIEEMNLR (&) /BB Experience (gains)/losses on plan assets (497) (211) (497) (211)
£E Group B8 Club
2007 2006 2007 2006
EEEERE Plan assets are
comprised as follows:
BRE Equities 2,402 71.7% 1,982 72.5% 2,402 71.7% 1,982 72.5%
B Bonds 823 24.5% 729 26.7% 823 24.5% 729 26.7%
REREHM Cash and others 128 3.8% 23 0.8% 128 3.8% 23 0.8%
3,353 100.0% 2,734 100.0% 3,353 100.0% 2,734 100.0%

BE-OONEARA=THILFERERFGF BN
HRBERSTHEEBT

AN EIERERRS  FRERABI 2O LH
(ZOOARF  BAZIELEH) ; sHEIEENTEER
ZRBEIZEHA (ZOOKRF i BaZLH) s MARR
FEAENEERABAS 2™ (ZO0OKRF : 5D
zm) e

STEEEMEREER  UERTREBKETEHEE
MEFEHREE - RERESFVETEER - RRREF
IR o
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Expected contributions to the defined benefit plans for the year ending 30 June 2008 are
HK$65 million.

The principal actuarial assumptions used are: discount rate 4.75% (2006: 4.75%), expected rate
of return on plan assets 7.50% (2006: 7.00%) and expected rate of future salary increases 4.00%
(2006: 4.00%).

The expected return on plan assets was determined by considering the expected returns available
on the assets underlying the current investment policy. Expected returns on equities and bonds

reflect long-term average rates of return.



19 BERESE / (AfR)
FROCHABEEBRTHELEREEE / (BE) &

19 Deferred tax assets/(liabilities)

The components of deferred tax assets/(liabilities) recognised in the balance sheet, and the
BERESBERNOT : movements during the year are as follows:
&8 Group B8 Club
[=3=1 [=3=1
IEITE RIKER IEITE RIKER
EREE  Employee KR  Employee
Accelerated retirement Accelerated retirement
depreciation benefit Hity #%  depreciation benefit Hity %
BEBT in HK$ million allowances cost  Others Total allowances cost  Others Total
—OORELA—H At 1 July 2006 21 (46) (1) (26) 19 (46) (1 (28
(#8)/ Al ZE (Charged)/credited
to income and
expenditure account (5) (4) 3 (6) (6) (4) 2 (8)
—OOtFA<A=t+H At 30 June 2007 16 (50) 2 (32) 13 (50) 1 (36)
—OOHEFEtA—H At 1 July 2005 40 (32) - 8 39 (32) - 7
HIEL ST Charged to income and
expenditure account (19) (14) (mn (34 (20) (14) (1 (35
ZOORFERAZ=TH At 30 June 2006 21 (46) (1 (26) 19 (46) (1 (28)
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20 {EFESES 20 Debt securities portfolio
£8 Group B& Club
HEBT in HK$ million 2007 2006 2007 2006
AL ERKEE Available-for-sale financial assets
BERES -1E8MEH Debt securities — listed overseas 229 276 229 276
ERHES - LH Debt securities — unlisted 2,167 2,145 2,047 1,991
2,396 2,421 2,276 2,267
fTESBIT AR (FfFE29) Derivative financial instruments (note 29) 1 1 1 1
BRAFEEEBWRIIRNTEEE Financial assets at fair value
through income or expenditure 487 390 487 390
2,884 2,812 2,764 2,658

EERSENEBRISNMETIERFIE - 25AT
DROBAN—REDZEBAEN (ZOORFDEAE
AU N\RBEAZEEZR) - KERFENER
RENIREEER - BEQXFEEASD - MEMEFSH
RIPBMFE (ZOOKREF : MF) - EHEBHUBIR
EUEtE °

21 [EMBAEIREER

HEET

The debt securities carry weighted average effective interest rates of 4.61% and 4.58% for the

Group and Club respectively (2006: 4.28% and 4.26% respectively). The carrying amounts of the

debt securities approximate their fair values and their weighted average maturities are 2 years

(2006: 2 years) for the Group and Club. The debt securities are denominated in HK dollars or

US dollars.

21 Loan to subsidiaries

£8 Group

in HK$ million 2007

2006

2007

B Club

2006

BREFE (%2) ARLQH

BRI MIRA > TEEEFE  BAMEHERKEE -
EXHIREEE  BEAFEERS -
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The Hong Kong Jockey Club (Charities) Limited -

194

194

The loan is unsecured, non-interest bearing and repayable on demand. The carrying amounts of

the loan approximates its fair value.



22 HihimEhEE 22 Other current assets

£8 Group F& Club
HEBT in HK$ million 2007 2006 2007 2006
FE Inventories 79 90 57 72
BRREWFE Loans and receivables 176 140 165 131
FETFRIE Prepayments 374 226 115 77
FEUR B I E A RFRIE Amounts due from subsidiaries = = 60 20
HMhESFRE Investments in other securities
-EEBE® — listed in Hong Kong 39 - 39 -
668 456 436 300
23 EHAER 23 Short-term deposits

EENEENEHERNMEFLHEEFZE 2815 The weighted average effective interest rates on short-term deposits are 5.16% and 5.23% for the
APRAE—ARESZEE=_= (ZOOXREDAE Group and Club respectively (2006: 4.85% and 4.84% respectively). The carrying amounts of short-
BAZNENEREBSZHEND) - SFEREEMIE  term deposits approximate their fair values and their weighted average maturities are 29 days and
HERWIREAEERE  SEQAFEEASE > MEMEF 26 days for the Group and Club respectively (2006: 22 days and 22 days respectively). The short-term
BHERS BB =T ABER=T<HB (ZOOXRESHHIH deposits are denominated in HK dollars or US dollars.

“+ZARZ=+=H) - BHERLUB TS ETAHE ©

24 FEHIER 24 Short-term loan

£8 Group 5& Club
HEBT in HK$ million 2007 2006 2007 2006
KR E R Unsecured loan 113 = = =

FELUFEARBTEESEFIERES Z21T58E B Interest is charged at the People’s Bank of China (“PBOC”) base lending rate with 10% mark-down.

MHREEEEE AT EEES The carrying amount of the loan approximates its fair value.
25 FETF B ASBIRIE 25 Amounts due to subsidiaries

EEETEEEENES  UBRRAEERERATNEA  The Club manages the cash funds of the Group on a centralised basis to ensure that each company
ERERNERT  BEFMBEENESERETISBHES  within the Group receives a competitive rate of return for its funds at low risks. Amounts due to
WERE - EAFHBATNRE  2IEEEREHE  subsidiaries represent cash generated from the operations of subsidiaries that were being held
B BETRSEEMSENNBLARKEEKSE by the Club at balance sheet date for cash management. The amounts are unsecured, interest

& o WERBEWEIKE » FISUERNTSAETTE »  bearing at prevailing market rate and repayable on demand. The carrying amounts approximate
WARERFERE - FIENREEE HEQAFE[E  their fair values.
& o
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Notes to the Financial Statements B 75 %R 7 bz

26 f#E 26 Reserves
£ M@ Group FE Club
REBMHEHE REEMh#HE
ZWMHE  Investment ERHE ZHERE  Investment  EHGHE
Accumulated revaluation Exchange #%  Accumulated revaluation Exchange wmm
BEBT in HK$ million reserve reserve reserve Total reserve reserve reserve Total
—OORELA—H At 1 July 2006 14,452 966 (2) 15,416 11,993 966 - 12,959
FAREREER Retained surplus
for the year 1,752 - - 1,752 1,709 - - 1,709
EMHBRELRSE Currency translation
differences - - 17 17 - - - -
BEREBEFR Surplus on revaluation
REREHESHEMRIEE of debt securities
and long-term
investment portfolios - 1,161 - 1,161 - 1,161 - 1,161
BEHEFR Realisation on sale of
REREEESHNEHERBER debt securities
and long-term
investment portfolios - (402) - (402) - (402) - (402)
- 759 - 759 - 759 - 759
ZOOtHF:~A=1H At 30 June 2007 16,204 1,725 15 17,944 13,702 1,725 - 15427
—OOEFEtA—H At 1 July 2005 13,072 665 - 13,737 11,417 665 - 12,082
FRRBEER Retained surplus
for the year 1,380 - - 1,380 576 - - 576
EMHRERE Currency translation
differences - - 2) (2) - - - -
BRESFR Surplus on revaluation
REREASNERZE of debt securities
and long-term
investment portfolios - 675 - 675 - 675 - 675
ERESHR Realisation on sale of
REREASHNEGRRHRER debt securities
and long-term
investment portfolios - (374) - (374) - (374) - (374)
- 301 - 301 - 301 - 301
ZOOREARA=TH At 30 June 2006 14,452 966 (2) 15,416 11,993 966 - 12,959
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27 ERESE

27 Contingency Fund

@ Group FE Club
BRESMG BRESH
& 3]
HEEH8  Investment HE4E  Investment
Fund  revaluation R Fund  revaluation Fikc)
BEET in HK$ million balance reserve Total balance reserve Total
Z—OOARE+LHE—H At 1 July 2006 8,084 1,236 9,320 8,084 1,236 9,320
R g W TR Transfer from income
and expenditure account 1,936 - 1,936 1,936 - 1,936
RENEHIEE Surplus on revaluation
of investments - 1,107 1,107 - 1,107 1,107
RENEGHBRHRER Realisation on
sale of investments - (727) (727) - (727) (727)
- 380 380 - 380 380
—OO0t&EARA=FH At 30 June 2007 10,020 1,616 11,636 10,020 1,616 11,636
—OO0ORE+A—H At 1 July 2005 7,000 1,093 8,093 7,000 1,093 8,093
EEEWE R Transfer from income
and expenditure account 1,084 - 1,084 1,084 - 1,084
RENEHIEE Surplus on revaluation
of investments - 686 686 - 686 686
RENEGHBRHBER Realisation on
sale of investments - (543) (543) - (543) (543)
- 143 143 - 143 143
ZOORERB=TH At 30 June 2006 8,084 1,236 9,320 8,084 1,236 9,320
ERESRERRK Represented by Contingency Fund investments:
£8 Group BE Club
BT in HK$ million 2007 2006 2007 2006
A ERKEE Available-for-sale financial assets
BRE Equities
EEBLm Listed in Hong Kong 3,742 2,688 3,742 2,688
wEhtm Listed overseas 5,360 4,222 5,360 4,222
9,102 6,910 9,102 6,910
BEXHS Debt securities
wgsHLEm Listed overseas 1,021 782 1,021 782
F¥LEH Unlisted 912 822 912 822
1,933 1,604 1,933 1,604
PTHEESMI A (FEE29) Derivative financial instruments (note 29) (1) 6 (1) 6
HIFRENES Funds awaiting investment 602 800 602 800
11,636 9,320 11,636 9,320
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27 EREE (@)
SEKEEENERISNMETHIERFE  AEAZ
MERERE (ZOOARF  HAZME=Z) - KBRS
SMEERFNEREEEE  HEAFEERE > mEN
EFHRAB+—F (ZOONRE : +=F) »

27 Contingency Fund (cont.)

The debt securities carry weighted average effective interest rate of 4.55% for the Group and Club

(2006: 4.33%). The carrying amounts of the debt securities approximate their fair values and their

weighted average maturities are 11 years for the Group and Club (2006: 12 years).

£8 Group B8 Club

2007 2006 2007 2006

BRESREUTIGEITE ! Contingency Fund investments are

denominated in the following currencies:
E usD 40% 32% 40% 32%
BT HKD 32% 29% 32% 29%
Bz EUR 12% 10% 12% 10%
H JPY 6% 5% 6% 5%
HEEE GBP 4% 8% 4% 8%
Hi &% Other currencies 6% 16% 6% 16%
100% 100% 100% 100%
28 ERESE 28 Development Fund
£8 Group
REBHERHE
HE&#8  Investment

Fund  revaluation Fb o)
BEBT in HK$ million balance reserve Total
—OORELEAR—H At 1 July 2006 849 - 849
EEEWER Transfer from income and expenditure account 100 = 100
—OO0t&ERA=1+H At 30 June 2007 949 - 949
—OO0O®E&EtAR—H At 1 July 2005 772 (1) 771
EEEWER Transfer from income and expenditure account 77 = 77
REOREASHEMIEE Surplus on revaluation of long-term investment portfolios = 1 1
ZOORFRAZ=TH At 30 June 2006 849 - 849

ESSE8SKARMAETHRRES T EAFE
BEANES  WERRFESERE -EZREHE
RFVRB/MMEHBAFRAET - BEE2FNKERER
ESFRENFIZBA TEARBNEEEE - B
EERVAEEASERSEERE  URMADEAR
BHNEFENRES -
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The primary purpose of the Development Fund, which is maintained under The Jockey Club

Membership Services Limited, is 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, interest income earned by this Fund, and the amounts of

entrance and qualification fees of Full, Racing and Corporate Members, and Country Concession

Scheme joining fees received during the year.



29 fTHESRTR

29 Derivative financial instruments

&8 Group 5E Club
REBREMEES BHEIFEE FAESRE RIPREES BEBRFHES HRESRE
Long-term Debt Contingency ~ Long-term Debt Contingency
investment  securities Fund  investment securities Fund
portfolios portfolio  investments portfolios portfolio  investments
BEET in HK$ million (Hi3E note 16) (FfiZE note 20) (FMIZE note 27) (Fi§&E note 16) (F§&E note 20) (F§&E note 27)
BEESEH Forward contracts on bonds 1 = 2 1 = 2
EHNESH Forward foreign
exchange contracts () - (1) () = Q)]
HE Futures 8 1 (1) ®) 1 (1)
= HA Swaps = = (1) = = (1)
—OOtHARA=FH At 30 June 2007 9 1 (1) 9) 1 (1
BHESEH Forward contracts on bonds 1 - 2 1 - 2
REIESH Forward foreign
exchange contracts () 1 () (2) 1 (2
BE Futures (5) = (7) (5) = (7)
=5 Swaps 7 - 13 7 = 13
—OOARFARA=1H At 30 June 2006 1 1 6 1 1 6

30 RBIAIRBHEE R THMELENFHRERANHR

30 Reconciliation of surplus before taxation to net cash inflow generated from operations

£8 Group

HEET in HK$ million 2007 2006
EIIR=A= Surplus before taxation 4,034 2,866
HERHFREREMIBENEL Surplus on sale of securities investments and other investments (2,537) (1,475)
BREWA Dividend income (255) (198)
FE A Interest income (540) (435)
FEXZH Interest expenses 2 =
FTEEm T ANFEE Net losses of derivative financial instruments 73 79
RAFEEZEBREZSIRN Net (gains)/losses of financial assets at

MREENT (kE)/ BE fair value through income or expenditure (29) 23
BEYE - RERBMHIREG Gains on disposal of property, plant and equipment (16) (31)
W - RIBRBMITE Depreciation of property, plant and equipment 664 598
HE T B FRIE R Amortisation for leasehold land prepayments 15 18
EEESEE Movement in working capital

FERD /(1) Decrease/(increase) in inventories 11 (16)

EXRREWRRIE (Em)/ Bl (Increase)/decrease in loans and receivables (23) 48

FE(FRIEIE AN Increase in prepayments (148) (142)

FEATFIE GRid) /5 (Decrease)/increase in creditors (39) 509
Hib & =M Increase in other assets (23) (64)
EETEMEENFRESAA Cash inflow generated from operations 1,189 1,780
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31 &1 31 Commitments
(a) EFXKiE (a) Capital commitments
REEARREENERZTHFRENT ! Capital expenditure commitments at the balance sheet date but not yet incurred are as follows:
£8 Group
ABET in HK$ million 2007 2006
W~ REREEM Property, plant and equipment
BRIV EHNERELEE Contracted but not provided for 490 387
EHUEERITZEHN Authorised but not contracted for 923 1,027
1,413 1,414
(b) ERIE (b) Lease commitments

RAA=ZTH  RETATEENERBIRE - BEEA
NN HEEESEHENT

As at 30 June, the total future aggregate minimum lease payments under non-cancellable operating

leases are as follows:

£8 Group
BEBET in HK$ million 2007 2006
BF Buildings
R—FR Within one year 55 153
REZZERIFR In the second to fifth year inclusive 316 337
RERF#E After the fifth year - 1
371 491
32 iBIREHEI 32 Retirement benefit schemes

SERERESRKRY T —BRERANA IR —EREYR
AT 8 o MR EIIARE (SR KE SRR 71
WHBMELTAEE - [t KFETESE-EERE
BB LEEETE o WA BIRE CREIMDESF
SURBI) M - 30— ZRIE S A BRI LR AR o
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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 an independent service provider.



33EAMEALZRS
HREEEERMETRARKEIEABREEREETE
% ([EtE2]) ERARESSEAMNARSHEAIR
SEHRATESZERE AU EEEETESREAM
EHEAMRSERATIERE -

EEHEAREALEETHZZNT !

(a) EEER

Fr - EEREHTBERXERY  OELESWE
EEEANT-—HERET (ZOORFE  =ZFTtHE
BIT) e

(b) EEERZHIMN

ERBESEHEEREE  YH-ASRTHRAER
EE -EEREBATFINERBEESHREEES
HWER  YHAREITEERHER FERSEEEN
THRRERASE  YRZHTRERIFHETEAR - BF
BTEERNAEREESTSMEF -

BESYRKER EFALBERNHE - BSE
BEESREFANFHEH - ROFEET (=0
ORF: —R=FTEER)  ETEFEEHESHHN
—B=THEEBERT (ZOOARE: —B—TFT/ 88
BX)  URBBEENE-—THEEET (Z00R
F-THEEERT) °

34 HiixiE

SEMEBRFITHREBFELRE  BAREAHES
AT AR R - R 2006 B (15:]) 15
By Bt &N =F SFFPLRNHEBT o LER
BN ZIROIBRRFET R o

35 LLEsEIF
ETHBEFEFRAEREHSE  UWFEREENT
RAR e

33 Related party transactions

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

The following transactions were carried out by the Group with the related parties:
(a) Management expenses
During the year, the Group recharged management expenses of HK$41 million (2006: HK$37 million)

to the Trust for provision of administrative and support services.

(b) Key management compensation

The Hong Kong Jockey Club is governed by a Board of Stewards with assistance from a team of
senior executives. The Stewards are responsible for the overall policy and direction of the Club
and its funds as a whole, and have the power to effect and carry out the objects of the Club. The
senior executive management team, led by the Chief Executive Officer and comprising Executive
Directors and Heads of Departments, is to execute the decisions made by the Stewards and to

control the operations.

Stewards act in an entirely honorary capacity and have received no emoluments in the year under
review. Total remuneration for the senior executive management team amounted to HK$140 million
for the current year (2006: HK$130 million), comprising HK$125 million (2006: HK$116 million) for
short-term employee compensation and HK$15 million (2006: HK$14 million) for post-employment

benefits.

34 Other commitments

The Club provides a guarantee to the Hong Kong SAR Government for betting duty payment on
local horse race bets to be no less than HK$8 billion a year for a period of three years after the
enactment of the Betting Duty (Amendment) Ordinance 2006, such guarantee to be reviewed after

two years.

35 Comparative figures
Certain comparative figures have been adjusted or reclassified to conform with the current year’s

presentation.
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Group Comparative Statement of Financial Results for Full Racing Season (78 Race Meetings)

SE2EEZE (£ /URESE) UHFHEL R

ABET in HK$ million 2007* 2006*
&7l Restated
BRI EE Amounts wagered by customers 100,779 97,615
BERES RS Betting and lottery revenue 19,416 19,253
BEB RERELH Betting and lottery duty (12,399)  (12,074)
FRTF oMb B SRS Payment to racing jurisdiction outside Hong Kong (27) (48)
REES Lotteries Fund (988) (944)
HEREF Commission and gross margin 6,002 6,187
Hhg = Other revenue 1,417 1,273
HEMRA Cost of sales (296) (274)
1,121 999
FRFEWA Interest income from deposits 217 171
BEREREHREEHENER Surplus from securities investments and long-term investment portfolios 1,135 751
ERESRENRE Surplus from Contingency Fund investments 1,936 1,084
Hinlg A Other income 24 38
WA Operating income 10,435 9,230
PSRN Operating costs (5,052) (4,519)
HRRERZEBRANKE R Operating surplus before taxation and charitable donations 5,383 4,711
A& AR Finance costs () -
BRTEBESREEETES Appropriation to The Hong Kong Jockey Club Charities Trust
-BRES — Allocations Fund (650) (700)
-EBXRES — Capital Fund (700) (1,100)
FRBIRI 28R Surplus before taxation 4,031 2,911
BiE Taxation (245) (331)
BREBRHREZENFRERS Net surplus after appropriation and taxation 3,786 2,580

ERTERES Transfer to Contingency Fund (1,936) (1,084)
ERTRRES Transfer to Development Fund (100) (77)
REBHIB AN RERE Retained surplus transferred to Accumulated Reserve

*B2HAENT=ZEME -
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* Refer to note 1 on page 93.
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FEERERE
BRRRERE

BEAA=THLEFE
HEET

The Hong Kong Jockey Club Group

Racing and betting facilities

for years ended 30 June
in HK$ million

Summary of Operations £ E

2007* 2006* 2005 2004 2003

BEEEYERRIARE

BEEEEEERE

L6
BEEEH
NRTFIMETEFHE

BEEEER

RIREERRTIERE

RIREEEE

BERER WS
RIRERH

EREFER

REBEROTHE

*ZOORERZOOLEMENEAFERERZESE
MRS - BF2HAENT=EME -

Amounts wagered by
customers on horse race betting

Horse race betting dividends and rebates

Horse race betting revenue
Horse race betting duty
Payment to racing jurisdiction

outside Hong Kong

Horse race betting gross margin

Amounts wagered by
customers on football betting

Football betting dividends

Football betting revenue

Football betting duty

Football betting gross margin

Amounts wagered by
customers on lottery

Lottery prizes

Lottery revenue
Lottery duty

Lotteries Fund

Lottery commission

&7l Restated E7|Restated ZE%lRestated E%l Restated

64,000 60,050 62,661 65,025 71,465
(53,040) (48,806) (50,893) (52,732) (58,085)

10,960 11,244 11,768 12,293 13,380
(8,039) (7,943) (8,352) (8,779) (9,517)

(27) (48) (29) = =

2,894 3,253 3,387 3,514 3,863

30,190 31,272 26,731 16,063 —
(24,764)  (26,157) (22,669) (12,762) -

5,426 5,115 4,062 3,301 =
(2,713) (2,558) (2,031) (1,651) =

2,713 2,557 2,031 1,650 =

6,589 6,293 6,599 5,860 5,086
(3,559) (3.399) (3,563) (3,164) (2,747)

3,030 2,894 3,036 2,696 2,339
(1,647) (1,573) (1,650) (1,465) (1,271)
(988) (944) (990) (879) (763)
395 377 396 352 305

* The 2006 and 2007 columns include the financial results of the full racing seasons. Refer to note 1

on page 93.
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Summary of Operations 27512

EEERSKE The Hong Kong Jockey Club Group
ESRIERE (8) Racing and betting facilities (cont.)
BERAZTHLEEFE for years ended 30 June
HEBT in HK$ million 2007+ 2006+ 2005 2004 2003
&E%l| Restated Z=3| Restated ZE%l|Restated =% Restated
HibBFREE WG Other racing and betting revenue 534 480 438 405 390
E IS PN Financial and miscellaneous income 1,290 905 370 328 67
ERESRENRR/ (FHB) Surplus/(deficit) from
Contingency Fund Investments 1,936 1,084 662 619 (139)
FEECE TN Total operating income 9,762 8,656 7,284 6,868 4,486
HEEERA Direct operating costs (3,875) (3,459) (3,260) (3,158) (2,976)
HIHIB Miscellaneous donations (3) (5) (15) (13) (4)
E - R Depreciation, amortisation and write-offs (658) (595) (608) (630) (517)
FEFCS g WiN Total operating costs (4,536) (4,059) (3,883) (3,801) (3,497)
HIRBIER Operating surplus before
RERFTAINEE B taxation and charitable donations 5,226 4,597 3,401 3,067 989
BRTEBESS Appropriation to The Hong Kong
RERGTES Jockey Club Charities Trust
-BRES — Allocations Fund (650) (700) (710) (920) (600)
-ERES _ Capital Fund (700)  (1,100) (600) (200) -
BB AT E AR Surplus before taxation 3,876 2,797 2,091 1,947 389
BASSEYMMNATRERS Unclaimed prizes transferred
to the Snowball Pool 74 66 71 83 108

ZOOMFENHFBRELZ2ENEETR A NGHRSHE
UR+—EANRREREE (FER=00=5NA
— BRI E RERERER) -

H-OOREKHMK  SRBFEEL2ENES - <&
HRENRRELES -

*ZOORERZOOLFMMNHAFEBERESE
MP%EE  F2HENT=EMFE -
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The 2004 figures include a full year’s racing and Mark Six lottery results and 11 months’ football

betting results (football betting business commenced on 1 August 2003).

From 2005 onwards, the figures include a full year’s racing, Mark Six lottery and football betting

results.

* The 2006 and 2007 columns include the financial results of the full racing seasons. Refer to note 1

on page 93.



ERSERERERAT The Jockey Club Membership Services Limited

EERE Membership facilities

BERAZTHLEEFE for years ended 30 June

HEBT in HK$ million 2007+ 2006+ 2005 2004 2003
'ON Income

2528 Membership subscriptions 192 156 154 152 153
EREKRER/ (FE) Catering surplus/(deficit) 2 (1) () (16) (28)
HibFEBEREBKRA Other non-catering income 27 26 28 21 18
B S R FETE A Financial and miscellaneous income 32 20 9 6 6
BRI Total operating income 253 201 189 163 149
SEEKEBITEESH Direct membership administration costs (161) (152) (139) (117) (115)
TE R Depreciation and write-offs (52) (49) (50) (42) (39)
SEERTHELIH Total membership administration costs (213) (201) (189) (159) (154)
KERER/ (F8) Operating surplus/(deficit) 40 - - 4 (5)
BERKA Development income 142 114 99 94 72
FRBIAT 28R Surplus before taxation 182 114 99 98 67

RZOOtFXRA=Z+H BEFESEEKERL
AREFEATLRZE=ZEEBERT (ZOO0KRF:
THER=FTHhEEET Hr BFEWE - RERHEN
ZEATLEERRT (ZOOKRE : ZBLT=08#%
) REREESNAENTAERET (ZOOREF:
NMEmFAEEER) EEBBEEEBEBT (=
OOXRF: \BEER)  RBEEAME-—T-EEHS
T (ZOOARHF : ARMF=EE8ER) - BRERBE
BE—REBAT-EBERT (ZOORF : —B=THAEE
BIT) e

*ZOORERZOOtFRMNHFEEERESE
MBS F2HENT =AM -

The net assets of The Jockey Club Membership Services Limited at 30 June 2007 were HK$1,703
million (2006: HK$1,539 million), including property, plant and equipment of HK$297 million
(2006: HK$273 million), long-term investment portfolios of HK$949 million (2006: HK$849 million),
deferred tax assets of HK$6 million (2006: HK$8 million), current assets of HK$612 million (2006:
HK$543 million), less current liabilities of HK$161 million (2006: HK$134 million).

* The 2006 and 2007 columns include the financial results of the full racing seasons. Refer to note 1
on page 93.
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Statistical Summary &5t B FHE

&3 Racing
BEAA=THLEEE for years ended 30 June 2007* 2006* 2005 2004 2003
ESBRE Race meetings
BERE Day meetings 46 44 44 46 41
BERE Night meetings 32 34 34 32 37
FED/NE Total number of meetings 78 78 78 78 78
EBEFSH Races on turf 642 617 635 624 636
2 RRWBEFSH Races on all-weather track 84 91 75 73 74
BIZH Total number of races 726 708 710 697 710
B Horses
ETHBFEHERE Total runners 9,083 9,018 9,153 8,994 9,167
B 5ESETHE Horses winning 1 race 305 279 287 290 313
BHWESESETHE Horses winning 2 races 114 132 112 103 109
BH=5EEETHE Horses winning 3 races 37 34 39 37 42
BH=E U EEETHA Horses winning over 3 races 18 13 17 20 12
BHEEFTHA Horses with winnings 474 458 455 450 476
AEBHESEBANESTHE Horses not winning - placed 387 372 400 407 418
AEBLHBESTEREANVEFTTHE Horses not winning — unplaced 293 321 328 370 364
REHEFTHE Horses not raced 201 186 175 205 165
Burag Total horse population 1,355 1,337 1,358 1,432 1,423
BRET Retirements 338 313 344 412 399
BESks Prize money
#LHE (FEET) Total prize money (HK$ million) 685 678 677 674 698
F5FHRE (FBR) Average prize money per race (HK$'000) 944 957 954 968 982
BUEFHIERE (TET) Average prize money per horse (HK$'000) 506 507 499 471 490
FRAEHREBRESET Percentage of horses

HETAEE I winning prize money in the year 68% 67% 67% 64% 67%
FRAEHREBRESET Percentage of individual runners

HEESTAZE S winning prize money in the year 80% 78% 77% 75% 76%
FAREEAEFEAY Percentage of horses recovering

FEREFEHIL basic costs or more in the year 43% 42% 42% 43% 43%
BESAFEHNBAH (F) Average attendance per meeting ("000)
155 th Happy Valley 17.4 17.3 18.1 19.3 20.7
WH Sha Tin 29.5 28.3 29.0 30.7 32.3
EETE (BEET) Racing Turnover (HK$ million)
ZiBIth Standard bets 54,433 50,242 51,890 52,822 58,023
HBRIF Exotic bets 9,567 9,808 10,771 12,203 13,442
wzE Total 64,000 60,050 62,661 65,025 71,465

*ZOORERZOOLFMBNET CEEEEN
HEtER (MZMRM2EE—CO0RFLtAZHR=

OOtHELtA-HMRESZNHTF) °
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* The 2006 and 2007 columns include the statistical data of the full racing seasons (i.e. 2 July 2006
and 2 July 2007 race meetings included in 2006 and 2007 respectively).



A%
BEAASHALEEE

Financial

for years ended 30 June

BEBET in HK$ million 2007* 2006* 2005 2004 2003
HAITBRFBRR Payments of duty and

taxation to Government
BESHEH Racing betting duty 8,039 7,943 8,352 8,779 9,517
EBRIEEH Football betting duty 2,713 2,558 2,031 1,651 =
REHEH Lottery duty 1,647 1,573 1,650 1,465 1,271
FEH Profits tax 245 331 302 286 147

12,644 12,405 12,335 12,181 10,935

REP - BIEFEA RS Donation in lieu of Entertainments tax*

to The Community Chest of Hong Kong 3 3 4 3 4

FIREBBE-NAN=ZFNE - BERE - SEREHSE
ERREBBRENTSASERETELEE A8+
FE2ZOO0O=F=ZA=+t—R  HREHE-OOIHF

* 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 2009.

28 Membership

BEAA=THLEEE for years ended 30 June 2007* 2006* 2005 2004 2003

BEEAH Number of Members

2EEE Full Members 13,013 12,890 12,712 12,534 12,411

2EE8 () Full Members (S) 191 189 186 187 188

EEREMES Racing and other Members 6,769 6,444 6,148 5,900 5,806

wEE8 Absent Members 4,725 4,631 4,566 4,540 4,479

AFEE Corporate Members 155 152 149 149 148
24,853 24,306 23,761 23,310 23,032

KEES Group employees

BEAA=THLEEE for years ended 30 June 2007* 2006* 2005 2004 2003

EXC Full-time 4,626 4,429 4,275 4,204 4,204

FE Part-time 20,313 20,135 18,490 17,447 14,152

*ZOORERZOOLFMMNET - EBEEEMN
Bt ER (MZMMo B EE-—CO0RFLtAZHER=
OOtHELtAZHMRESHNHT) °

* The 2006 and 2007 columns include the statistical data of the full racing seasons (i.e. 2 July 2006
and 2 July 2007 race meetings included in 2006 and 2007 respectively).
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