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The Trustees have pleasure in submitting their annual report and the audited financial statements
for the year ended 30 June 2007.

Principal activities

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

Financial statements

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

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

Donations
During the year, the Trust allocated HK$1,049 million for charitable purposes, as shown on pages
72 to 79.

Trustees
The Trustees of the Trust are the twelve Stewards of The Hong Kong Jockey Club as listed on page
4 of this annual report.

Mr Michael T H Lee and Mr Philip N L Chen were appointed as Trustees on 31 August 2006 to
replace The Hon Ronald Arculli and Mr Paul M F Cheng.

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

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

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

John C C Chan
Chairman
20 July 2007
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Independent Auditor’s Report & #Z B{ET R &

To the Trustees of The Hong Kong Jockey Club Charities Trust
(established in Hong Kong)

We have audited the financial statements of The Hong Kong Jockey Club Charities Trust (the “Trust”)
set out on pages 132 to 144, which comprise the balance sheet as at 30 June 2007, and the income
and expenditure account, statement of changes in funds and cash flow statement for the year then
ended, and a summary of significant accounting policies and other explanatory notes.

Trustees’ responsibility for the financial statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit and
to report our opinion solely to you, as a body, in accordance with The Hong Kong Jockey Club
Charities Trust Deed, and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the
Hong Kong Institute of Certified Public Accountants. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance as to whether
the financial statements are free from material misstatement.

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

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

Opinion

In our opinion, the financial statements give a true and fair view of the state of affairs of the Trust
as at 30 June 2007 and of its surplus and cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 20 July 2007
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Income and Expenditure Account Wz &

BEAA=TALEE for the year ended 30 June BARES Capital Fund B E £ Allocations Fund #2%8 Total
TEBT in HK$ million MEE Note 2007 2006 2007 2006 2007 2006
E7l Restated EJ%| Restated E7%| Restated
BRESBESEEE Appropriation from
The Hong Kong
Jockey Club Group 700 1,100 650 700 1,350 1,800
HERENRER Surplus on sale of investments:
s ERtA—H ¢ realisation of amounts
BRWELRE/ (F18) 215 previously recognised in
revaluation reserve at 1 July 635 640 (29) (10) 606 630
o KEEREENERE e amount arising in current year 992 512 131 77 1,123 589
1,627 1,152 102 67 1,729 1,219
RERMBREBA Dividend income from
-t investments - listed 197 160 13 8 210 168
RERBRSWA Interest income from
-t investments - listed 53 24 57 27 110 51
-3 Lm - unlisted 55 67 92 9 147 163
ERAEWA Interest income from deposits 32 9 60 43 92 52
FTESRI BN FkE / (B8) Net gains/(losses) of derivative
financial instruments 32 (12) (42) (10) (10) (22)
EBAREBELEREN Forfeited dividends and refunds - - 53 54 53 54
ERERTH Management expenses - - (41) (37) (41) (37)
BIBZERER Surplus before allocation to
B EIATH B charitable organisations
and community projects 2,696 2,500 944 948 3,640 3,448
2 AR B F VAR 1 B X Previous allocations not utilised - - 64 342 64 342
BRTREVBERHEETE Allocation to charitable
organisations and
community projects - - (1,049) (1,027) (1,049) (1,027)
BAESHERE/ (BE) Net surplus/(deficit)
transferred to Funds 8 2,696 2,500 (41) 263 2,655 2,763
B FHEH Funds balance at the
beginning of the year 8 11,685 9,185 1,593 1,330 13,278 10,515
HeFR#EH Funds balance at
the end of the year 8 14,381 11,685 1,552 1,593 15,933 13,278
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Balance Sheet EE & &R

AA=+A at 30 June BARES Capital Fund B E £ Allocations Fund #2%8 Total
BB in HK$ million HiEE Note 2007 2006 2007 2006 2007 2006
kRBEE Non-current assets
RERE Long-term investments 5 16,658 12,866 — = 16,658 12,866
mEEE Current assets
ALEBZEEEENKRE Investments held to fund
charitable projects 6 - - 4,923 4,118 4,923 4,118
EHER Short-term deposits 7 = = 1,023 1,500 1,023 1,500
ERREWRIE Loans and receivables - = 45 37 45 37
- - 5,991 5,655 5,991 5,655
mREAE Current liabilities
EEESEEEE N Allocations
awaiting payment - - (4,353) (4,115) (4,353) (4,115)
REEEFRE Net current assets - = 1,638 1,540 1,638 1,540
16,658 12,866 1,638 1,540 18,296 14,406
& Funds 8 16,658 12,866 1,638 1,540 18,296 14,406
HeEEA John C C Chan
PRiE2 Robert C Kwok
$E Trustees
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Statement of Changes in Funds E£# &%

BEAA=TALEE for the year ended 30 June BARES Capital Fund B E £ Allocations Fund #2%8 Total
HEBT in HK$ million Ki5E Note 2007 2006 2007 2006 2007 2006
EJ%| Restated E7%| Restated
BEtA—HLWESEE Total funds as at 1 July 12,866 10,322 1,540 1,334 14,406 11,656
RIEWERPERH Surplus/(deficit)
RESHILE/CRE) on revaluation of
investments not
recognised in
the income and
expenditure account 8 1,731 684 110 (67) 1,841 617
FRFRE/(5B) Net surplus/(deficit)
for the year 2,696 2,500 (41) 263 2,655 2,763
REMNE L (BER)/BIEER Realisation of investment
revaluation reserve 8 (635) (640) 29 10 (606) (630)
BESAZTHLENESRE Total funds as at 30 June 16,658 12,866 1,638 1,540 18,296 14,406

134




Cash Flow Statement &R E &

BEAA=THLEFE for the year ended 30 June
TEBT in HK$ million 2007 2006
REZBNESRE Cash flows from investing activities
2 WERR S Interest received 343 264
EWERE Dividends received 211 168
BEHEEKEE Purchase of available-for-sale financial assets (30,264)  (51,680)
HEMHEERBEE Sale of available-for-sale financial assets 28,898 50,292
HBETESBT BT / () FE Receipt/(payment) for derivative financial instruments 24 (5)
REZBNFRESRE Net cash outflow from investing activities (788) (961)
HithEE£E5 Other fund movements
BARBEETRERK Forfeited dividends and refunds 53 54
BREEBESEERE Appropriation from The Hong Kong Jockey Club Group 1,350 1,800
ARFRESHERTEE Payments to charitable organisations and community projects (749) (566)
EEBRASH Management expenses (41) (37)
Hih B FED Net movement from other sources 613 1,251
ReRBLSEENF OBD) /& Net (decrease)/increase in cash and cash equivalents (175) 290
FHRERREEEY Cash and cash equivalents at the beginning of the year 1,810 1,463
Higlhs Exchange gains 59 57
1,694 1,810
ReRREEBYEFIN Analysis of the balances of cash and cash equivalents
EHERES Short-term debt securities 671 310
ySE-EER Short-term deposits 1,023 1,500
1,694 1,810
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Notes to the Financial Statements B 7§ R & fizT

1 —fxER
EREEERECTER ([ERES]) NEXEES
ERBEIZNENNBNESRER LB E -
ERESEF BRI bt AR BREHESE
_%J‘E o
MEHBRUABEBTABENIIER-
HERE-B=+-"EZ—aN+NENTHHEERE
EEAER=OOLELA=-+BHEIE -

2 FEEFBR
THRAUGERVBHBROTEZSHEE - KEEEH
S BEEFHBERE —BARITHAEFE

(a) SERIRAY
ERESHBREZRETESHMOSHMANEEE
BRELER RS -

MBHRREARERAES - WHAREENBEE
B BATEEEBPCSIRNIBEERMKEEE - UL
ROTEE BT ANEMFEHERT - REUQAFHEEIER -

BEEBUBBREENRRMBRRE  SEF2FL
ETEENSET  FTREEEERTEAGTEESS
STRERAVBRTEREAE D - EESRBS HE IR
RERNER  XIEFSUBBRPBEEARR
fhETHEEES - ERMIE3AIRE -

UTREAMMERESIARRERM - BER=0
Ot & — A - HAZEMRNETFERBIRNIIET

RAGHEATHR o

BB BHMEERETR
BBEFERIZE 1 5% (1BFT)

TEMITA  KE
BIBMRNER—
BEARIE

BRERFEEE TERI - AL EHET REETLER
HETESHUBRRLEBREALE -

(b) &

ERESEREAEESRBRES - BEAEETIRER
BIWHAERABRENERES £ ERFAE - B
RESDRENESRERERT - LAEREERA
7 BRESWABEREWA - FRFL - BBES
2(IFE] )RASHWBARNEN  BEARELEN
BN UREERAEREAESERIE -

136

1 General information
The Hong Kong Jockey Club Charities Trust (the “Trust”) is primarily engaged in supporting charitable
organisations and community projects in Hong Kong in accordance with the Trust Deed.

The Trust is established in Hong Kong. The address of its registered office is 1 Sports Road, Happy
Valley, Hong Kong.

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

The financial statements on pages 132 to 144 were approved by the Trustees on 20 July 2007.

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

otherwise stated.

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

The following new and revised standards have been published that are mandatory for the Trust’s

accounting periods beginning on or after 1 January 2007 and that the Trust 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 Trust’s financial statements.

(b) Funds

The Trust comprises two funds, the Capital Fund and the Allocations Fund. The Capital Fund is held
in the form of long-term investments with income reinvested for the future. The Allocations Fund
is invested in securities and short-term deposits, and is used for charitable donations. Income to
the Allocations Fund includes income from investments, interest earned on deposits, appropriation
from The Hong Kong Jockey Club (the “Club”) and its subsidiaries, forfeited dividends and refunds,

and transfers from the Capital Fund as approved by the Trustees.
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2 Principal accounting policies (cont.)

(c) Long-term investments

Long-term investments are held for non-trading purpose and are stated at fair value at the balance
sheet date. The accounting policy for the financial assets of the long-term investments is stated in

note (e) below.

(d) Investments held to fund charitable projects
Investments held to fund charitable projects are held for non-trading purpose and are stated at fair
value at the balance sheet date. The accounting policy for the financial assets of the investments

held to fund charitable projects is stated in note (e) below.

(e) Financial assets

The Trust classifies its financial assets into the following categories: available-for-sale financial
assets, derivative financial instruments, loans and receivables, and cash and cash equivalents. The
classification depends on the purpose for which the financial assets were acquired. Management
determines the classification of the financial assets at initial recognition and re-evaluates this
designation at every reporting date. Purchases and sales of financial assets are recognised on trade

day - the date on which the Trust commits to purchase or sell the assets.

(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. They are initially measured at fair value plus direct and incremental transaction
costs and are subsequently remeasured at fair value. Changes in fair value are recognised in the
investment revaluation reserve until the assets are 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 on sale of investments”.

(ii) Derivative financial instruments

The Trust uses derivatives such as interest rate swaps or forward foreign exchange contracts to
manage its financial risks and to facilitate the implementation of its investment strategies.
Derivatives that do not qualify for hedge accounting under HKAS 39 are initially recognised at fair
value on the date on which the derivative contracts are entered into and subsequently remeasured
at their fair 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.
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2 Principal accounting policies (cont.)

(e) Financial assets (cont.)

(iii) 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.

(iv) 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.

(f) Foreign currency translation
Items included in the financial statements of the Trust are measured using the currency of the
primary economic environment in which the entity operates (the “functional currency”). The Trust
financial statements are presented in Hong Kong dollars, which is the Trust’s functional currency.
Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of foreign currency transactions are recognised directly in the income and expenditure
account. Assets and liabilities denominated in foreign currencies are translated at the closing rate
at the balance sheet date. The differences arising from translation are recognised in the income and
expenditure account except for translation differences on non-monetary items of available-for-sale

financial assets, such as equities, which are included in the investment revaluation reserve.

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

amounts are paid directly to the Trust.

(h) Related party

For the purposes of these financial statements, a party is considered to be related to the Trust if
the Trust has the ability, directly and indirectly, to control the party or exercise significant influence
over the party in making financial and operating decisions, or vice versa, or where the Trust and the

party are subject to common control. Related parties may be individuals or entities.

3 Critical accounting estimates and judgements

In preparing the financial statements, management is required to exercise significant judgements
in the selection and application of accounting principles, including making estimates and assumptions.
The 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”.
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4 Financial risk management

The Trust’s activities expose it to a variety of financial risks: market risk (including currency risk, equity
price risk and interest rate risk), liquidity risk and credit risk. The Trust's overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on the Trust’s financial performance. The Trust uses derivative financial instruments
to manage and reduce certain risk exposures.

The Trust's major financial assets include deposits, bonds, equities and other alternative
investments which are managed by the 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.

(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 Trust is exposed to equity
price risk as the value of its equity investments will decline if equity prices fall. These investments

are classified as available-for-sale financial assets in the balance sheet.

(iii) Interest rate risk

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

The Trust controls and monitors market risk through strategic asset allocation and the investment
benchmarks set for the funds. Currency risk is contained by asset allocation which overweighs 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.
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4 Financial risk management (cont.)

(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 Trust may not be able to liquidate its financial assets at a price close to fair
value within a short period of time.

To ensure sufficient liquidity to meet liabilities and the ability to raise funds to meet exceptional
needs, the Trust maintains sufficient cash and marketable securities and invests primarily in liquid
financial markets and instruments.

The Trust also employs projected cash flow analysis to manage liquidity risk by forecasting the
amount of cash required and monitoring the working capital of the Trust to ensure that all liabilities

due and known funding requirements can be met.

(c) Credit risk
The Trust 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 Trust's deposit
placements, investments and derivative transactions.

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

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

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 Trust uses a variety of methods and
makes assumptions that are based on market conditions at each balance sheet date. The fair value
of interest rate swaps is calculated as the present value of the estimated future cash flows. The fair
value of forward foreign exchange contracts is determined using quoted forward exchange rates

at the balance sheet date.



5 REARE 5 Long-term investments

BAES Capital Fund

BEET in HK$ million 2007 2006
AL ERKEE Available-for-sale financial assets
BRE Equities
EEBLD Listed in Hong Kong 4,466 3,112
s Em Listed overseas 7,367 5,661
11,833 8,773
BERFS Debt securities
£/ L Listed overseas 1,316 1,006
Lt Unlisted 1,363 1,043
2,679 2,049
FERE-FLH Alternative investments — unlisted 876 =

15,388 10,822

fTHESRTI A (ME9) Derivative financial instruments (note 9) (10) 8
HERENES Funds awaiting investment 773 936
= Deposits 507 1,100

16,658 12,866

BERELERERNNELHERFER  BF 22 The debt securities and deposits carry weighted average effective interest rate of 4.52% (2006:
A= (ZOORE : B ZMER) - BIESHRER  4.60%). The carrying amounts of the debt securities and deposits approximate their fair values and
FERTEE - EHEAFEERE  MEMETSHRA  their weighted average maturity is 9 years (2006: 8 years).

BRE (ZOORE : N\F)

2007 2006
REREASUTIERINE : Long-term investments are denominated in the following currencies:

EVH usbD 44% 39%
BT HKD 30% 24%
B EUR 10% 14%
HIEl JPY 6% 4%
T GBP 3% 7%
HipE# Other currencies 7% 12%

100% 100%
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6 AL EBZETEENRE 6 Investments held to fund charitable projects
FE £ Allocations Fund
BEET in HK$ million 2007 2006
AL ERKEE Available-for-sale financial assets
ES Equities
EEBLM Listed in Hong Kong 362 278
e LEm Listed overseas 457 362
819 640
BEXFS Debt securities
et Listed overseas 1,463 1,285
Lt Unlisted 2,369 1,755
3,832 3,040
4,651 3,680
fTEemI A (MEE9) Derivative financial instruments (note 9) (13) 3
HIFRENES Funds awaiting investment 285 435
4,923 4,118

ERRFSNNETHERFE AR 20 (=
OOXRTF  BAZNEME) - EHHFFNEEEE
BEENFEERS  mEMETSHRARTE (=0
ORE : +5)

The debt securities carry weighted average effective interest rate of 4.70% (2006: 4.45%). The
carrying amounts of the debt securities approximate their fair values and their weighted average

maturity is 10 years (2006: 10 years).

2007 2006
ANEBZREEAMN Investments held to fund charitable projects
REUTHEMEINE ¢ are denominated in the following currencies:
ESM usb 64% 65%
¢ EUR 13% 12%
=| JPY 8% 6%
BT HKD 8% 8%
Hih §# Other currencies 7% 9%
100% 100%
7 EHIER 7 Short-term deposits

EHRERNMEFIERAER SE 288 -t
(ZOORF : BoZIER) - EHFRHREEE -
HANTVEEMRS  MENEFSHRASE+TER
(ZOORF : +HH) - BHERUBIRELHE -
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The weighted average effective interest rate on short-term deposits is 5.27% (2006: 4.50%). The
carrying amounts approximate their fair values and their weighted average maturity is 55 days

(2006: 15 days). The short-term deposits are denominated in HK dollars or US dollars.



S ES 8 Funds
BEARES Capital Fund FES Allocations Fund
REEMEFHE REBHRHE
H&48  Investment H&48  Investment
Fund  revaluation g Fund  revaluation wazg
BBBT in HK$ million balance reserve Total balance reserve Total
&%l Restated &%l Restated
ZOOXRELHA—H At 1 July 2006 11,685 1,181 12,866 1,593 (53) 1,540
ERe WK Transfer from income
and expenditure account 2,696 - 2,696 (41) - 41)
RENEMHIZE Surplus on revaluation
of investments - 1,731 1,731 - 110 110
RENER (B /BEER Realisation on
sale of investments - (635) (635) - 29 29
- 1,096 1,096 - 139 139
—OO0OtHFRA=TH At 30 June 2007 14,381 2,277 16,658 1,552 86 1,638
—OO0OEFEtA—H At 1 July 2005 9,185 1,137 10,322 1,330 4 1,334
EEERE R Transfer from income
and expenditure account 2,500 - 2,500 263 - 263
RENEHILE/(RE) Surplus/(deficit) on
revaluation of investments - 684 684 - (67) (67)
RENEL (B&)/BEER Realisation on
sale of investments - (640) (640) - 10 10
= 44 44 - (57) (57)
ZOOREARB=FH At 30 June 2006 11,685 1,181 12,866 1,593 (53) 1,540
9 fTESRITH 9 Derivative financial instruments
EAES BRES
Capital Allocations
BEET in HK$ million Fund Fund
RBESREHN Forward contracts on bonds 2 =
EHMESH Forward foreign exchange contracts () (4)
HE Futures (10) 9)
HAfE Options 1 =
= HA Swaps (1) =
—OOtFARA=+H At 30 June 2007 (10) (13)
EHEFEN Forward contracts on bonds 2 =
REINESH Forward foreign exchange contracts (3) )
HE Futures (3) (5)
= 5 Swaps 12 10
ZOORERA=FH At 30 June 2006 8 3
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10 BiIE
ERESERRBMTBANEH Rt TERHHE
P

1 ERAEANLZRS
HNEEESRAETRAKEEERESEEARES
SEANIBRESHERRSARIDNESRIRE - BlE
RESHFEESS ([52]) REANSHARESR
RABHERE -

EEECHBEEEATCETHRSAOT !

(a) EEEHR

TR ETESHESRENTHERZERY 58
TNEREANT—BEEBT (ZOORE  =FTt8H
BBx)  BEERENARZRZA

(b) FFEFEMEERIKISHRAEEHER

REER  EREESNERREBERRETEE-2=T
BAET (ZOOARF  =FEHBT) WFUE - EEFA
EEAESEANSHAREERATDEHERNE
& BREREAWERE  BEMSTEESFEHER
R o

12 LhEE =
ETHEBEFEFRAEREHSE  UWFERFEENT
RAR e
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10 Taxation

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

11 Related party transactions

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

The following transactions were carried out by the Trust with related parties:

(a) Management expenses

During the year, the Trust paid The Hong Kong Jockey Club management expenses of HK$41 million
(2006: HK$37 million) for administrative and support services provided by the Club and charged this

amount in the income and expenditure account.

(b) Loan to KSCGC
At balance sheet date, included under the loans and receivables was HK$30 million (2006: HK$30

million) representing the balance of an interest-free, demand loan made by the Trust to KSCGC.

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

presentation.





