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INDEPENDENT AUDITOR'S REPORT

TO THE WEST KOWLOON CULTURAL DISTRICT AUTHORITY
(established in Hong Kong pursuant to

the West Kowloon Cultural District Authority Ordinance)

Opinion
What we have audited

The statement of accounts of West Kowloon Cultural District Authority (the
“Authority”) and its subsidiaries (together, the “Group”) set out on pages 125
to 181 (the "Statement of Accounts”), which comprise:

* the consolidated balance sheet of the Group and the balance sheet of
the Authority as at 31 March 2019;

* the consolidated profit and loss account of the Group and the profit
and loss account of the Authority for the year then ended;

* the consolidated statement of comprehensive income of the Group
and the statement of comprehensive income of the Authority for the
year then ended;

* the consolidated statement of changes in equity of the Group and
the statement of changes in equity of the Authority for the year then
ended;

e the consolidated statement of cash flows of the Group and the
statement of cash flows of the Authority for the year then ended; and

* the notes to the Statement of Accounts, which include a summary of
significant accounting policies.

Our opinion

In our opinion, the Statement of Accounts gives a true and fair view of the
state of affairs of the Group and of the Authority as at 31 March 2019, and of
the Group's and the Authority's loss and cash flows for the year then ended
in accordance with Hong Kong Financial Reporting Standards ("HKFRSs")
issued by the Hong Kong Institute of Certified Public Accountants (the
"HKICPA") and have been properly prepared in compliance with the West
Kowloon Cultural District Authority Ordinance.
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INDEPENDENT AUDITOR'S REPORT

TO THE WEST KOWLOON CULTURAL DISTRICT AUTHORITY (CONTINUED)
(established in Hong Kong pursuant to

the West Kowloon Cultural District Authority Ordinance)

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAs") issued by the HKICPA. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the
Audit of the Statement of Accounts section of our report.

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

Independence

We are independent of the Group in accordance with the HKICPA's Code of
Ethics for Professional Accountants (the “Code"), and we have fulfilled our
other ethical responsibilities in accordance with the Code.

Other Information

The Authority is responsible for the other information (“Other Information”).
The Other Information comprises the information included in the statement
of accounts of M+ Collections Trust and our auditor's report thereon (but
does not include the Statement of Accounts and our auditor's report
thereon), which we obtained prior to the date of this auditor's report, and
all other information to be included in the 2018/19 Annual Report, which is
expected to be made available to us after that date.

Our opinion on the Statement of Accounts does not cover the Other
Information and we will not express any form of assurance conclusion
thereon.

In connection with our audit of the Statement of Accounts, our
responsibility is to read the Other Information identified above when it
becomes available and, in doing so, consider whether the Other Information
is materially inconsistent with the Statement of Accounts or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.

When we read the Other Information, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to the
Authority and take appropriate action considering our legal rights and
obligations.
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INDEPENDENT AUDITOR'S REPORT

TO THE WEST KOWLOON CULTURAL DISTRICT AUTHORITY (CONTINUED)
(established in Hong Kong pursuant to

the West Kowloon Cultural District Authority Ordinance)

Responsibilities of the Authority for the Statement of
Accounts

The Authority is responsible for the preparation of the Statement of
Accounts that gives a true and fair view in accordance with HKFRSs issued
by the HKICPA and the West Kowloon Cultural District Authority Ordinance,
and for such internal control as the Authority determines is necessary
to enable the preparation of the Statement of Accounts that is free from
material misstatement, whether due to fraud or error.

In preparing the Statement of Accounts, the Authority is responsible for
assessing the Group's and the Authority’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the Authority either
intend to liquidate the Group and the Authority or to cease operations, or
have no realistic alternative but to do so.

Those charged with governance is responsible for overseeing the Group's
financial reporting process.

Auditor’'s Responsibilities for the Audit of the Statement
of Accounts

Our objectives are to obtain reasonable assurance about whether the
Statement of Accounts as a whole is free from material misstatement,
whether due to fraud or error, and to issue an auditor's report that includes
our opinion. We report our opinion solely to you, as a body, in accordance
with section 29 of the West Kowloon Cultural District Authority 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.
Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users
taken on the basis of the Statement of Accounts.

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit. We
also:

* Identify and assess the risks of material misstatement of the Statement
of Accounts, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal
control.
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INDEPENDENT AUDITOR'S REPORT

TO THE WEST KOWLOON CULTURAL DISTRICT AUTHORITY (CONTINUED)
(established in Hong Kong pursuant to

the West Kowloon Cultural District Authority Ordinance)

*  Obtain an understanding of internal control relevant to the audit 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 Group's and Authority's internal control.

* Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by the Authority.

*  Conclude on the appropriateness of the Group’s and the Authority's
use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group's and
the Authority’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw attention
in our auditor's report to the related disclosures in the Statement of
Accounts or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the
date of our auditor's report. However, future events or conditions
may cause the Group or the Authority to cease to continue as a going
concern.

* Evaluate the overall presentation, structure and content of the
Statement of Accounts, including the disclosures, and whether the
Statement of Accounts represents the underlying transactions and
events in a manner that achieves fair presentation.

» Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the Statement of Accounts. We are responsible
for the direction, supervision and performance of the group audit. We
remain solely responsible for our audit opinion.

We communicate with the Authority regarding, among other matters,
the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify
during our audit.

PricewaterhouseCoopers
EERKES SHNEERR
Certified Public Accountants
PEGTTED

Hong Kong, 25 June 2019
&8, 20195%6H25H
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STATEMENT OF ACCOUNTS
L=EIES

PROFIT AND LOSS ACCOUNTS
BaR

FOR THE YEAR ENDED 31 MARCH 2019
#ME201963A31 B ILFE

The Group The Authority
5L EEF
2019 2018 2019 2018
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BT BIETIT
Income [ON
Revenue B 3 18,747 11,673 | 73884 : 62,399
Income from placements with SNER TR
the Exchange Fund [ ON 524,085 396,309 ! 524,085 : 396,309
Bank interestincome FRITHIRIRAN 83,165 115,267 83,165 : 115,267
Other investment income (net) HRE KA (F50) 4 1,574 4331 1574 4,331
Net fair value gain/(loss) on forward ~ E=EIINEAHIZ N AEE
foreign exchange contracts s/ (B518) 588 7,791 (55,470) 7,791 | (55,470)
Net exchange (losses)/gains PES (B518) /W a T8 (9,183 67521 (9,183) | 67,521
626,179 539631 = 681316 | 590,357
Expenses X
Staff costs BTRA 5 (278,644 (209,219) : (213,237) : (162,645)
Programmes and research BB R ER (84,048 (63,360) (53,623) ; (33.948)
Other operating expenses HthEEER 8 (230,914) : (162,253) : (193,104) : (135,233)
Net impairment losses on financial ~ &RIEER(EEE
assets TR 17 - - (443,959) -
(434832)  (903923).  (331,826)
Profit/(loss) before depreciation,  R&HFE. HIERAER
amortisation and income tax BIFE/ (B518) 104,799 (222,607) 258,531
Depreciation and amortisation TR (29.875) (88:892) (29.875)
Income tax FRSTR 9 - - -
(Loss)profit for the year R (B518) /AU 74924 . (311,499) 228,656

The notes on pages 133 to 181 are an integral part of this statement of

accounts.
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STATEMENT OF ACCOUNTS
=R ES

STATEMENTS OF COMPREHENSIVE INCOME
EHEK@ER

FOR THE YEAR ENDED 31 MARCH 2019
HZE2019F3831HILEFE

The Group The Authority
€5 EEE
2019 2018 2019 2018
HK$'000 HK$'000 HK$'000 HK$'000
BT BHETTT AT BT
(Loss)/profit for the year SR (H518) /5 (56,319) 74924 . (311,499) 228,656
Other comprehensive income HihemEmiss
Items that may be reclassified HETREENER
subsequently to the profit and BEKRZIER:
loss account:

Debt securities measured at fair value BUAREESTEE S
through other comprehensive income AN LB ERSE

- Transferred to the profit and loss —EOREREIERR
account on redemption 418 - 418 -
Available-for-sale investments HHERSE ]
- Changes in fair value —NREEEE) A - (576) - (576)
- Transferred to the profit and loss —ELRFEREERR
account on redemption - (81 = 81)

- 657) - (657)
Total comprehensive (loss)/income FELE(EE) / WR4EH
for the year (55,901) 74,267 (311,081) 227,999

The notes on pages 133 to 181 are an integral part of this statement of %#133E 181 BRI RAIR B MRIERH S
accounts.
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Non-current assets

Investments in subsidiaries
Property, plant and equipment
Intangible assets

Placements with the Exchange Fund

Current assets

Museum collection

Placements with the Exchange Fund

Amounts due from subsidiaries

Other current financial assets

Bank interest receivables

Income receivables from debt
securities

Trade and other receivables

Forward foreign exchange contracts

Cash and bank balances

Current liabilities
Forward foreign exchange contracts
Amount due to a subsidiary
Amount due to M+ Collections
Trust
Trade and other payables

Net current assets

Total assets less current liabilities

Non-current liabilities
Deferred income
Accrued contract gratuity

Net assets

FEREBEE
RIBARZIKE
M~ BENRE
B EE
INEEETFR

RENEE
YRR AR
INEEETF
BB AR 2 &8
HitiReE SR
FEWERITHIR
W AR RS
LON
E 5 R HAMEER
EESMNESL
RERIRTHER

mEaE
EHSMNESL
ENNBARZE8

FE{IM+ Collections Trust

|
B 5 RHMEMR

RENEERE
BERERREBAEE
FREEE

BN
FEAHHOTRENE

BESE

10

1

13
14(a)

12

17
15

16

18

14(b)

19
20

21
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STATEMENT OF ACCOUNTS
=R

BALANCE SHEETS
HEERER

AS AT 31 MARCH 2019
R201943A31H

14@)

140)

The Group The Authority

S5 EEE
2019 2018 2019 2018
HK$'000 HK$'000 HK$'000 HK$'000
BETIT BT T BT AT IT
- - 50 50
11,105,306 7,830,364 | 11,105,306 7,830,364
137,299 95,655 137,299 95,655
6,500,000 10,300,000 6,500,000 10,300,000
17,742,605 18,226,019 17,742,655 18,226,069
43,925 53,011 - 10,180
6,602,763 | 2278678 | 6,602,763 . 2278678
- - 19,865 : 290,826
- 106,367 ' - 106,367
8,424 45842 8424 45,842
- 1756 | - 1755
351,259 304,283 | 350,539 | 302,290
- 55 : - 55
2,190,121 5275762 i 290,121 : 5275762
9,196,492 8,065,753 9,171,712 8,311,755
- 6,589 - 6,589
- - 291,270 50
485,713 552,757 485,713 552,757
1,729,616 1,124,058 1,408,962 1,111,975
2,215,329 1,683,404 2,185,945 1,671,371
6,981,163 6,382,349 6,985,767 6,640,384
24723768 | 24608368 & 24,728,422 24,866,453
206,717 34,949 206,717 34,949
12,473 12,940 10,054 8772
219,190 47,889 216,771 43,721
24,504,578 @ 24560479 @ 24,511,651 24,822,732
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STATEMENT OF ACCOUNTS
=R ES

BALANCE SHEETS
HERER

AS AT 31 MARCH 2019
R2019%3H31H

The Group The Authority
£H: =505
2019 2018 2019 2018
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BT T
Equity L5
Capital - Endowment from the & -BHEEITHRE
Government of HKSAR BURFHERR 22(a) 21,600,000 21,600,000 21,600,000 21,600,000
Distribution reserve to M+ Collections Trust
M+ Collections Trust Z ki 22(b) (1,214,000) (1,214,000) (1,214,000) (1,214,000)
Retained profits and other reserves  {R &Il R E At 4,118,578 4,174,479 4,125,651 4,436,732
24,504,578 24,560,479 24,511,651 24,822,732
The statement of accounts on pages 125 to 181 was approved by the F125F 181 HRIRBERERN2019E6 B2 A EEEFEERFK
Board of the Authority on 25 June 2019 and was signed on its behalf by: A WHMTATRERES
The Honourable Henry TANG Ying-yen, GBM, GBS, JP Mr Duncan PESCOD, GBS, JP
BERFRE - KEHMEE, GBS, JP A&t GBS, JP
Chairman of the Board Chief Executive Officer
EEZREE TR,

The notes on pages 133 to 181 are an integral part of this statement of #133E 181 BRI RAAIR B MRIERHS
accounts.
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STATEMENT OF ACCOUNTS
R B ¥ =

STATEMENTS OF CHANGES IN EQUITY

LR
FOR THE YEAR ENDED 31 MARCH 2019
HE201963A31HILEE
The Group
8
Capital - Distribution
Endowment reserve to FvOCI
fromthe M+ Collections Reserve
Government Trust MAREE:S
of HKSAR M+ Collections Fairvalue — BEZEEA Retained Total
BE-BHEE Trust reserve  Hftr@mEKE profits reserves
TRERATER ZHE  AREERE MR e s
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BRTR BRTR BRTR BRTR BRTR BRTR
Balance at 1 April 2017 201741 BV 21,600,000 (1,214,000) 239 - 4,099,973 4,100,212 24,486,212
Profit for the year FEAE - - - - 74,924 74,924 74,924
Other comprehensive income Hftr b
Available-for-sale investments; THREERE :
net movementin NhfEEREZ
fair value reserve FEE - - (657) - - (657) (657)
Total comprehensive income FELENE
for the year ] - - (657) - 74924 74,267 74,267
Balance at 31 March 2018 R2018F3R31 BEER 21,600,000 (1,214,000 (418) - 4,174,897 4174479 24,560,479
Balance at 1 April 2018, R2018F4R1HMVEEES -
as previously reported FAZR 21,600,000 (1,214,000 (418) - 4,174,897 4174479 24560479
Change in accounting policy - DIIRED - (BENE
HKFRS 9 AR - - 418 418) - - -
Balance at 1 April 2018, R2018F4R 1HMVEEES -
asrestated Y]] 21,600,000 (1,214,000) - (418) 4,174,897 4174479 24,560,479
Loss for the year EEER - - - - (56,319) (56,319) (56,319)
Other comprehensive income HireEkE
Debt securities measured BUAREESEEE
atfair value through other B AHMAE
comprehensive income: BEERRS
netmovementin RhfEEREZ
fair value reserve 2 - - - 418 - 418 418
Total comprehensive (loss)/income ~ EELE (B18) /s
for the year E ] - - - 418 (56.319) (55,901) (55,901)
Balance at 31 March 2019 1220193731 R ivAER 21,600,000 (1,214,000) = = 4,118,578 4,118,578 24504578

The notes on pages 133 to 181 are an integral part of this statement of #1332 181 BN AR AR B MRIERTS

accounts.
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STATEMENT OF ACCOUNTS
R B =

STATEMENTS OF CHANGES IN EQUITY

R EER
FOR THE YEAR ENDED 31 MARCH 2019
HZE201943A31HILEEE
The Authority
EER
Capital - Distribution
Endowment reserve to Fvocl
fromthe M+ Collections Reserve
Government Trust AR EEE
of HKSAR M Collections Fairvalue — BEEEEA Retained Total
BE-FHER Trust reserve  HfteEkE profits reserves Total
THEBAHER 20E  AREERE oo i fhfEEst s
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BRI BRI AT AT AT AT BT
Balance at 1 April 2017 20174 B 1B R4S 21,600,000 (1214,00) 239 - 4,208,494 4,208,733 24,594,733
Profitfor the year FERE - - - - 228,656 228,656 228,656
Other comprehensive income HftrmEkE
Available-for-sale investments: HREERE :
net movementin AEEREZ
fair value reserve HEE - - (657) - - (657) (657)
Total comprehensive income FELEKA
forthe year e - - (657) - 228,656 227,999 227,999
Balance at 31 March 2018 201863631 Bk 21,600,000 (1,214,000) 418 - 4,437,150 4436732 24822732
Balance at 1 April 2018, 1R2018E4F 1B M0AEER -
as previously reported FRIER 21,600,000 (1214,00) 418) - 4,437,150 4,436,732 24,822,732
Change naccounting policy - SHICREE - (BENE
HKFRS 9 BER)H0% - - 418 (418) - - -
Balance at 1 April 2018, 1R2018E4F 1B/0EER -
asrestated ] 21,600,000 (1,214,000 - #18) 4,437,150 4,436,732 24,822,732
Loss for the year EEER - - - - (311,499) (311,499) (311,499)
Other comprehensive income HthemEkE
Debt securities measured BRUAREBEEEE
atfair value through other EE\HMLE
comprehensive income: MRS |
net movementin AEEREZ
fair value reserve HEE = = = 418 = 418 ]
Total comprehensive income FELENE
for the year el = = = 418 (311,499 (311,081) (311,081)
Balance at 31 March 2019 18201953031 AR 21,600,000 (1,214,000) - - 4,125,651 4,125,651 24,511,651

The notes on pages 133 to 181 are an integral part of this statement of %#133E 181 BRI RAIR B MRIERH S

accounts.
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Operating activities
(Loss)/profit for the year
Adjustments for:
Net impairment losses on financial
assets
Depreciation and amortisation
Loss/(gain) on disposal of property,
plant and equipment
Income from placements with the
Exchange Fund
Bank interestincome
Other investment income (net)
Net fair value (gain)/loss on forward
foreign exchange contracts
Net exchange losses/(gains)
Changes in working capital:
Decrease/(increase) in museum
collection
(Increase)/decrease in trade and
other receivables
Increase in amount due from
subsidiaries
Decrease in amount due to M+
Collections Trust
Increase in trade and other payables
Increase/(decrease) in non-current
liabilities

Net cash used in operating activities

Investing activities

Purchases/construction of property,
plant and equipment and intangible
assets

Donations received from Hong Kong
Jockey Club Charities Trust

Proceeds from disposals of property,
plant and equipment

Proceeds from disposal or redemption
of other current financial assets

Net receipt from time deposits with
original maturities over three months

Interest received

Net cash generated from investing
activities

Netincrease in cash and
cash equivalents

Cash and cash equivalents at
beginning of year
Effect of exchange rate changes

Cash and cash equivalents
at end of year

EETE
FE(518) /78
HEEIER
SREEREBE
TREE
ITEE KN
HEYE « BEREE
pd <31 (&)
INEEBERN
'9N
SRATRIE RN
HA W (F48)
EREAINES K 2 A REE
(Ws8) /518948
FESRES 18/ (W) 348
EEELHE
TEY B AR
(€n))
B 5 R EAMMERR
(1&hn) R
[EWFIB AT 2B
i
FEffM+ Collections Trust
B 5 R EAERTIEM
ERENEELI/
G

EETHFMANREEHE

REEE
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STATEMENT OF ACCOUNTS
=R

STATEMENTS OF CASH FLOWS
BERER
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The Group The Authority
&B =05
2019 2019 2018
HK$'000 HK$'000 HK$'000
BT BT BT
(56,319) 74,924 (311,499) 228,656
- - 443,959 -
88,892 29,875 88,892 29,875
149 (1) 149 (1)
(524,085) (396,309) (524,085) (396,309)
(83,165) (115,267) (83,165) (115,267)
(1,574) (4,331) (1,574) (4,331)
(7,791) 55,470 (7,791) 55,470
9,183 (67,521) 9,183 (67,521)
9,086 (18,364) 10,180 8,234
(46,976) 5,356 (48,249) 6,867
- - (172,998) (149,207)
(67,044) (51,535) (67,044) (79,043)
144,844 77,389 127,493 74,882
6,076 2,008 7.825 611)
(528,724) (408,306) (528,724) (408,306)
(2,944,923) (3,193,884) (2,944,923) (3,193,884)
165,225 21,104 165,225 21,104
10 1 10 1
105,539 104,600 105,539 104,600
4,281,171 3,427,811 4,281,171 3,427,811
123,355 151,454 123,355 151,454
1,730,377 511,086 1,730,377 511,086
1,201,653 102,780 1,201,653 102,780
105,004 2,083 105,004 2,083
965 141 965 141
1,307,622 105,004 1,307,622 105,004
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Major non-cash transactions:

(@) The Group did not withdraw but reinvested the income of HK$572
million (2018: HK$339 million) which was earned from the placements
with the Exchange Fund for January to December 2018. The income
will be repaid by Hong Kong Monetary Authority (‘HKMA") together with
the principal amount on the maturity dates in 2019 or 2022 (2018: 2019
or 2022) unless the Authority gives notice to HKMA for withdrawal of
the income amount prior to maturity dates. Details of the arrangement
are disclosed in note 14(a).

(b) Upon the establishment of the M+ Collections Trust (“the Trust”) in
March 2017 (note 12(a)), the Authority made a non-cash contribution
of HK$ 1,214 million from the endowment fund to the Trust. Settlement
of the contribution is by way of transfer to the Trust of the museum
collection held by the Authority, and the payment by the Authority for
the Trust in respect of future acquisition of museum collection.

(c) The cash reimbursement from the Hong Kong Jockey Club Charities
Trust, in the form of cash donation, was received to finance the
construction costs of Hong Kong Palace Museum included in the
"Purchases/construction of property, plant and equipment and
intangible assets".

The notes on pages 133 to 181 are an integral part of this statement of
accounts.
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1 General information

The West Kowloon Cultural District Authority (the “Authority”) and its
subsidiaries are collectively referred to as the “Group” in the statement
of accounts. The Authority was established as a body corporate
in Hong Kong under the West Kowloon Cultural District Authority
Ordinance (the "WKCDA Ordinance”), Cap. 601, which was enacted
on 11 July 2008. The address of the principal office of the Authority
is Units 608-613, Level 6, Core C, Cyberport 3, 100 Cyberport Road,
Hong Kong.

The functions and objectives of the Authority are stipulated in sections
(4)(1) and (4)(2) of the WKCDA Ordinance respectively. In brief, the
principal activities of the Group are the planning, development,
operation and maintenance of the arts and cultural facilities, related
facilities or ancillary facilities of the West Kowloon Cultural District
("WKCD").

The WKCD Development Plan (“DP") was approved by the Chief
Executive-in-Council on 8 January 2013. The approved DP provides a
statutory land use planning framework to guide the development and
redevelopment of land within the WKCD. Subsequently, the Authority
applied for a 15% increase in the total gross floor areas of the WKCD
site under section 16 of the Town Planning Ordinance. The planning
application was approved by the Town Planning Board on 14 November
2014.

As announced in the January 2017 Policy Address, the Government
decided to provide the Authority with an enhanced financial
arrangement by granting it the development rights over all of the hotel/
office/residential portion of the WKCD. On 28 May 2019, the Chief
Executive in Council decided to grant the site to be known as “Kowloon
Inland Lot No. 11260" ("Lot") to the Authority at a nominal premium of
$1,000, free of administrative fee, for a lease term of 50 years subject
to the approved basic terms and conditions for the Land Grant of the
Lot. The Authority is working on the Land grant and related provisions
for the WKCD site to meet the development needs of the Authority.

2 Significant accounting policies

(a) Statement of compliance

The statement of accounts has been prepared in accordance with all
applicable Hong Kong Financial Reporting Standards ("HKFRSs"), which
collective term includes all applicable individual HKFRS, Hong Kong
Accounting Standards ("HKAS") and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA"), and the
requirements of the WKCDA Ordinance. The significant accounting
policies applied in the preparation of this statement of accounts are set
out below. These policies have been consistently applied to both years
presented, unless otherwise stated.
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2

Significant accounting policies (Continued)

(b) Basis of preparation

The statement of accounts has been prepared on a going concern
basis, under the historical cost convention as modified by the
revaluation of financial assets or liabilities at fair value through profit or
loss and available-for-sale investments, which are carried at fair value.

The preparation of the statement of accounts in conformity with
HKFRSs requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and
reported amounts of assets, liabilities, income and expenditure.
The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable
under the circumstances, the results of which form the basis of making
the judgements about carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the year in
which the estimates are revised if the revisions affect only that year, or
in the year of the revision and future years if the revisions affect both
current and future years.

New and revised standards adopted

The following new and revised standards have been adopted by the
Group for the first time for the financial year beginning on or after 1
April 2018:

e HKFRS 9 “Financial Instruments”

*  HKFRS 15 “Revenue from Contracts with Customers”

* Amendments to HKFRS 15 “Clarifications to HKFRS 15 Revenue
from Contracts with Customers”

* HK(IFRIC) 22 "Foreign Currency Transactions and Advance
Consideration”

Except for the impact of HKFRS 9 and HKFRS 15 as explained in note
2(c), the adoption of these new and revised standards does not have
a significant impact on the Group's nor the Authority’'s results and
state of affairs nor any substantial changes in the Group's accounting
policies and the presentation of the statement of accounts.
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Significant accounting policies (Continued)

(b) Basis of preparation (Continued)

(ii)

Standards, amendments and interpretations which are not yet effective

Up to the date of issue of the statement of accounts, the HKICPA has
issued a number of amendments, new standards and interpretations
which are not yet effective for the year ended 31 March 2019 and which
have not been adopted in the statement of accounts. These include the
following which may be relevant to the Group:

Effective for

accounting

years beginning

on or after

HKFRS 16

Leases 1 January 2019

HK(IFRIC) 23 Uncertainty over Income Tax

Treatments

1 January 2019

Annual Improvements to HKFRSs 2015-2017 Cycle 1 January 2019

The Group is in the process of making an assessment of what the
impact of these standards, amendments and interpretations is
expected to be in the period of initial application. So far the Group
has identified some aspects of the new standards which may have
a significant impact on the financial statements. Further details of
the expected impacts are discussed below. The actual impact upon
the initial adoption of the standards may differ as the assessment
completed to date is based on the information currently available to
the Group, and further impact may be identified before the standards
are initially applied in the Group's statement of accounts for the year
ending 31 March 2020. The Group may also change its accounting
policy elections, including the transition options, until the standards are
initially applied in the statement of accounts.

* HKFRS 16 “Leases”

HKFRS 16 replaces HKAS 17 “Leases", HK(IFRIC)-Int 4 “Determining
whether an Arrangement contains a Lease”, HK(SIC)-Int 15
“Operating Leases - Incentives” and HK(SIC)-Int 27 “Evaluating
the Substance of Transactions Involving the Legal Form of a
Lease". The standard sets out the principles for the recognition,
measurement, presentation and disclosure of leases and requires
lessees to recognise assets and liabilities for most leases. The
standard includes two elective recognition exemptions for lessees
—leases of low-value assets and short-term leases.

WEST KOWLOON CULTURAL DISTRICT AUTHORITY FEA L B EEF
ANNUAL REPORT 2018/ 19 A4E 3R &

135

STATEMENT OF ACCOUNTS
=R

NOTES TO THE STATEMENT OF ACCOUNTS

(b)

(ii)

R B AR =
FOR THE YEAR ENDED 31 MARCH 2019
#E201963A31 HILFE

ERGHBEER)
R ()
{HoRAREOER - 1E3TAIRE TR

BERBBRREGHEY  SESHALAEERHLEE
5]~ FTERIANGERE - ENEIE 2019463831 HIEFE R
AR URERRIRERTEN - EhEFEUTREEER
1HEAE

ELTHE

2 BFAN

SHEE

43

(EBMERESEN) HEE 2019%181H

2165

(B8 (ERMBERSE FShEEz 2019F181H
HEERET))HE23% TREEMH

(BB ELRN2015-2017EEAK 20191818

FRESE

EEIEEHEELER - ST ERY R ERRKENTE
HARE - FHATALL - EEEHRIFTEL PHLHE A EE
HIREHRRBEREATE - TXZIRBEHTENE—D
18 - HRES TR G R KIBEBNIEE ERET -
I EAEERAENNEEEHE2020F3831H EEERRE
WRVIRERRIS EHAIE— T HE R RIFNERE
ERREFTHIRNB R ZR B FARE - EEINAIAE
MFTEANEBR (BEREAR) - EERBERRIR
FEFRBERZER AL -

«  (EBMBHRESLERE165RTHE,

(BERMBRSER)E16FRIMA(EFBELERDF17
RIHE, (BB (ERUBREEBEEE) 2R S
ARTEETHEEEEHE, (BB (ENRERS
)2 E 150 TEETHE - A, R(FE (ERERE
ZEE) 2B BRI REEEELANR S
ARE ) o ERFIIMER - 5H8 - JIHRANBEEENR
Al WERFAAMKSBHEEDEER RS ° ZHE
AIBEA TR A IR R IR — (REEEENE
ERaHEE -



136

STATEMENT OF ACCOUNTS
=R ES

NOTES TO THE STATEMENT OF ACCOUNTS
& B RRFIE

FOR THE YEAR ENDED 31 MARCH 2019
HBZE2019%F3A31HILFE

2 Significant accounting policies (Continued)

(b) Basis of preparation (Continued)

(i) Standards, amendments and interpretations which are not yet effective
(Continued)

HKFRS 16 “Leases” (Continued)

At the commencement date of a lease, a lessee will recognise
a liability to make lease payments (i.e., the lease liability) and an
asset representing the right to use the underlying asset during
the lease term (i.e., the right-of-use asset). The right-of-use asset
is subsequently measured at cost less accumulated depreciation
and any impairment losses unless the right-of-use asset meets the
definition of investment property in HKAS 40, or relates to a class
of property, plant and equipment to which the revaluation model is
applied. The lease liability is subsequently increased to reflect the
interest on the lease liability and reduced for the lease payments.
Lessees will be required to separately recognise the interest
expense on the lease liability and the depreciation expense on
the right-of-use asset. Lessees will also be required to remeasure
the lease liability upon the occurrence of certain events, such as
change in the lease term and change in future lease payments
resulting from a change in an index or rate used to determine those
payments. Lessees will generally recognise the amount of the
remeasurement of the lease liability as an adjustment to the right-
of-use asset. Lessor accounting under HKFRS 16 is substantially
unchanged from the accounting under HKAS 17. Lessors will
continue to classify all leases using the same classification
principle as in HKAS 17 and distinguish between operating leases
and finance leases. HKFRS 16 requires lessees and lessors to
make more extensive disclosures than under HKAS 17. Lessees
can choose to apply the standard using either a full retrospective
or a modified retrospective approach.

The Group will apply the standard from its mandatory adoption
date of 1 April 2019. The Group intends to apply the simplified
transition approach and will not restate comparatives amounts
for the year prior to first adoption. All right-of-use assets will be
measured at the amount of the lease liability on adoption (adjusted
for any prepaid or accrued lease expenses). The Group plans to
use the exemptions allowed by the standard on lease contracts
whose lease terms end within 12 months as of the date of initial
application.

During the current year, the Group has performed an assessment
on the impact of adoption of HKFRS 16. The Group has estimated
that after taking account the effects of short-term and low-value
leases, right-of-use assets and lease liabilities of approximately
HK$ 13 million will be recognised at 1 April 2019.

The Group's activities as a lessor are not material and hence the
Group does not expect any significant impact on the statements
of accounts. However, some additional disclosures will be required
from next year.
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Significant accounting policies (Continued)

(b) Basis of preparation (Continued)

(ii)

(c)

(0]

Standards, amendments and interpretations which are not yet effective
(Continued)

There are no other standards that are not yet effective and that would
be expected to have a material impact on the Group in the current or
future accounting periods and on foreseeable future transactions.

Changes in accounting policies

This note explains the impact of the adoption of HKFRS 9 “Financial
Instruments” and HKFRS 15 “Revenue from Contracts with Customers”
on the Group's statement of accounts.

HKFRS 9 “Financial Instruments”

HKFRS 9 replaces HKAS 39 “Financial instruments: recognition and
measurement”. It sets out the requirements for recognising and
measuring financial assets, financial liabilities and some contracts to
buy or sell non-financial items.

The adoption of HKFRS 9 from 1 April 2018 resulted in changes in
accounting policies and adjustments to the amounts recognised in
the statement of accounts. The new accounting policies are set out in
notes 2(i) and 2(j) below. In accordance with the transitional provisions
in HKFRS 9, comparative figures have not been restated.

The adoption of HKFRS 9 has no significant impact on the recognition
of financial instruments. Furthermore, it has no material impact on
opening balances as at 1 April 2018 and hence does not result in an
adjustment of opening retained earnings as at 1 April 2018.

Further details of the nature and effect of the changes to previous
accounting policies and the transition approach are set out below:

¢ Classification and measurement

HKFRS 9 categorises financial assets into three principal
classification categories: measured at amortised cost, at fair
value through other comprehensive income (“FVOCI") and at fair
value through profit or loss (“FVPL"). These supersede HKAS 39's
categories of held-to-maturity investments, loans and receivables,
available-for-sale financial assets and financial assets measured
at FVPL. The classification of financial assets under HKFRS 9 is
based on the business model under which the financial asset is
managed and its contractual cash flow characteristics. Under
HKFRS 9, derivatives embedded in contracts where the host is a
financial asset in the scope of the standard are not separated from
the host. Instead, the hybrid instrument as a whole is assessed for
classification.
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2 Significant accounting policies (Continued)
(c) Changes in accounting policies (Continued)
() HKFRS 9 "Financial Instruments” (Continued)

* Classification and measurement (Continued) .

The following table shows the original measurement categories
for each class of the Group's and the Authority’s financial assets
under HKAS 39 and reconciles the carrying amounts of those
financial assets determined in accordance with HKAS 39 to those
determined in accordance with HKFRS 9:

TRIRRB(EBGHEAD EIREMREERRE
BEMEENRVF B R EREERMELERE
(EBMBRELEANFIRETEZETHIR

HKAS 39 HKFRS 9
Carrying amount Carrying amount
at 31 March 2018 at 1 April 2018
(EBTEa) (EBBEREHER)
$E39%% 9%
?201853H31H Reclassification ?2018%4H1H
HIIRE(E g ] HIIRE(E
HK$'000 HK$'000 HK$'000
BETT BETT BETT
Financial assets carried at amortised cost ~ {ZIESHEATIRKI RIS EE

Cash and bank balances RE&RIRTHER 5,275,762 - 5,275,762
Trade and other receivables B5 RHEAMERER 304,283 - 304,283
Income receivables from debt securities FEREBESKA 1,755 - 1,755
Bank interest receivables FEWERITHIR 45,842 - 45,842
5,627,642 - 5,627,642

Financial assets measured at FVOCI RUARBEFEEHEETA

HiteEKRENESREE

Debt securities (note) BB R - 106,367 106,367

Financial assets measured at FVPL BN REETEREEEETA
Placements with the Exchange Fund INEEETFIN 12,578,678 - 12,578,678
Forward foreign exchange contracts EESNESH 55 - 55
12,578,733 - 12,578,733

Financial asset classified as available-for-sale 1R{E(F H &= TH#ER) 53958048
under HKAS 39 (note) AL ENSREE GER) 106,367 (106,367) -

Note: SRR

Listed debt securities were reclassified from available-for-sale to FVOCI,
as the Group's business model is achieved both by collecting contractual
cash flows and selling of these assets. The contractual cash flows of
these investments are solely principal and interest. As a result, listed debt
securities with a fair value of HK$106,367,000 were reclassified from
available-for-sale financial assets to financial assets at FVOCI and fair value
loss of HK$418,000 were reclassified from the fair value reserve to the
FVOCl reserve on 1 April 2018.

The measurement categories for all financial liabilities remain the same. The
carrying amounts for all financial liabilities at 1 April 2018 have not been
impacted by the initial application of HKFRS 9.
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2 Significant accounting policies (Continued)

(c) Changes in accounting policies (Continued)

(i)

HKFRS 9 “Financial Instruments” (Continued)

Impairment of financial assets

HKFRS 9 replaces the “incurred loss” model in HKAS 39 with the
“expected credit loss” (“ECL") model. The ECL model requires an
ongoing measurement of credit risk associated with a financial
asset and therefore recognises ECLs earlier than under the
"incurred loss" accounting model in HKAS 39.

For further details on the Group's accounting policy for accounting
for impairment of financial assets, see respective accounting policy
note 2(m)(i).

The Group's management has assessed the above financial assets
based on the impairment methodology under HKFRS 9. The
closing loss allowance determined in accordance with HKAS 39 as
at 1 April 2018 has not been impacted by the initial application of
HKFRS 9.

Transition

Changes in accounting policies resulting from the adoption of
HKFRS 9 have been applied retrospectively, except as described
below:

- Information relating to comparative periods has not been
restated. Accordingly, the information presented for 2018
continues to be reported under HKAS 39 and thus may not be
comparable with the current year.

— The following assessments have been made on the basis of
the facts and circumstances that existed at 1 April 2018 (the
date of initial application of HKFRS 9 by the Group):

o the determination of the business model within which a
financial asset is held; and

o the designation of placements with the Exchange Fund to
be classified as financial assets at FVPL.
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2 Significant accounting policies (Continued)

(c) Changes in accounting policies (Continued)
(i) HKFRS 15 “Revenue from contracts with customers”

HKFRS 15 establishes a comprehensive framework for recognising
revenue and some costs from contracts with customers. HKFRS 15
replaces HKAS 18 “Revenue” which covered revenue arising from
sale of goods and rendering of services, and HKAS 11 “Construction
contracts” which specified the accounting for construction contracts.

HKFRS 15 also introduces additional qualitative and quantitative
disclosure requirements which aim to enable users of the financial
statements to understand the nature, amount, timing and uncertainty
of revenue and cash flows arising from contracts with customers.

The Group has adopted HKFRS 15 using the modified retrospective
method of adoption. Under this method, the standard can be applied
either to all contracts at the date of initial application or only to
contracts that are not completed at this date. The Group has elected
to apply the standard to contracts that are not completed as at 1
April 2018. The adoption of HKFRS 15 has no significant impact on
the recognition of income by the Group. Except for the separate
presentation of contract liabilities, it has no material impact on opening
balances as at 1 April 2018 and hence does not result in an adjustment
of opening retained earnings as at 1 April 2018. The comparative
information was not restated and continues to be reported based on
the requirements of HKAS 18 and related interpretations.

The following table shows the reclassification of contract liabilities from
deposits received included in trade and other payables.

Trade and other payables B 5 REMEMTR
Deposits received Elize
Contract liabilities BHEE

2 ERGHBEKRER)
() B ()
i) (EBEBIREER)E 155 B A AL

(BEHBREEANE15REL—ERZERFELE
ARREETRANREIER - (EBMBREELDNE
15SRERA(E BB FHER) S5 185k ") CREHER MR
HERBE SR MU (BB EFHERDE 1157 EESK.
FTRREEHNERTEE)

(BEEMBHREEADFE155RT5 | NEINEWINEMHIIRER
B3R FELGRIRE MR EAEME T RRERFGHMKE
MREROEE - 28 - BERTHEENLE -

SEEUBT B MR ARIER(EBM B RSN FE
155% o IRIBULS A - 2RI M ERRYIRIER BEMETE
EHTEEANEBEERTRNEL - EEEEERZE
HIFERR20185E4 B 1B KRTERINEL o M FEHE
R XA 551 555 SR E MR R N E T A E AR 2 -
BT BEFIRENaEN - ZEAEIR2018F48 1 B
MERLFERBEATE  RAEATEKRE - LRER
WSS WHERB(EE L) E 18RIz
EiRe

TRETHESREMENRTNENEEREKRZEE
MORENR

31 March 2018 as
previously
reported

1 April 2018 as
restated

Reclassification 2018%F4H1H -
E b T RET
HK$'000 HK$'000
AT BETT

2018%3H31H -
WMFERIZER
HK$'000
BT T

1224 (1224) -
- 1224 1,224

1224 - 1224
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Significant accounting policies (Continued)

(d) Consolidation

(e)

(ii)

A subsidiary is an entity (including a structured entity) over which the
Group has control. The Group controls an entity when the Group is
exposed to, or has rights to, variable returns from its involvement with
the entity and has the ability to affect those returns through its power
over the entity. Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are deconsolidated from the
date that control ceases.

Intra-group transactions, balances and unrealised gains on
transactions between Group companies are eliminated. Unrealised
losses are also eliminated unless the transaction provides evidence
of an impairment of the transferred asset. When necessary, amounts
reported by subsidiaries have been adjusted to conform with the
Group's accounting policies.

In the Authority’s Balance Sheet, the investments in subsidiaries are
stated at cost less provision for impairment losses, if any. The results of
subsidiaries are accounted for by the Authority on the basis of dividend
received and receivable.

Foreign currency translation
Functional and presentation currency

Items included in the statement of accounts of each of the Authority's
subsidiaries are measured using the currency of the primary economic
environment in which the entity operates (the “functional currency”).
The consolidated statement of accounts is presented in Hong Kong
dollar ("HK$"), which is the Authority's functional and presentation
currency.

Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates at the dates of the transactions.
Foreign exchange gains and losses resulting from the settlement of
such transactions and from the translation of monetary assets and
liabilities denominated in foreign currencies at year-end exchange rates
are generally recognised in profit or loss.

Changes in the fair value of debt securities denominated in foreign
currency are analysed between translation differences resulting from
changes in the amortised cost of the security and other changes in
the carrying amount of the security. Translation differences related
to changes in amortised cost are recognised in the profit and loss
account, and other changes in carrying amount are recognised in other
comprehensive income.
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2 Significant accounting policies (Continued)

(f) Property, plant and equipment

Property, plant and equipment, other than assets under construction,
are stated in the balance sheet at historical cost less accumulated
depreciation and any impairment losses. The historical cost of an item
of property, plant and equipment comprises its purchase price and
any directly attributable costs of bringing the asset to the location
and condition necessary for its intended use. Subsequent costs are
included in the asset's carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group and the cost of
the item can be measured reliably. All other repairs and maintenance
are charged to the profit and loss account during the year in which they
are incurred.

Depreciation is calculated on a straight-line basis to write off the cost
of each item of property, plant and equipment over its estimated useful
life, as follows:

Buildings

e Temporary Pavilion, Nursery Park 3to7years
and site office

e Xiqu Centre, Art Park and
M+ Pavilion
— Foundation & structure 50 years
— Hard & soft landscape 15to 30 years
- Electrical and mechanical 15to 20 years

equipment inside the building
Leasehold improvements 5 years or the unexpired lease

term, whichever is shorter

Furniture and equipment 3years
Computer equipment 3to8years
Motor vehicles 5years

Construction in progress is stated at cost less any accumulated
impairment loss. Costs comprise direct costs of construction, such
as materials, direct staff costs, production overheads, the initial
estimate, where relevant, of the costs of dismantling and removing the
items and restoring the site on which they are located. Capitalisation
of these costs ceases and the asset concerned is transferred to the
appropriate property, plant and equipment category when substantially
all the activities necessary to prepare the asset for its intended use are
completed.

No depreciation is provided for construction in progress.
The estimated useful life of an asset is reviewed annually.

The gain or loss arising from the retirement or disposal of an item of
property, plant and equipment is determined as the difference between
the net disposal proceeds and the carrying amount of the item and is
recognised as income or expenses in the profit and loss account on the
date of retirement or disposal.
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Significant accounting policies (Continued)

(g) Museum collection

Museum collection acquired by purchase are stated at cost less any
impairment losses while those acquired by donation are stated at
nominal value. Capitalised artworks are not depreciated because they
are deemed to have indefinite lives, but are subject to impairment
reviews where damage or deterioration is reported.

(h) Intangible assets

(i)

Intangible assets are stated in the balance sheet at historical cost less
accumulated amortisation and any impairment charges. Identifiable
intangible assets with a finite useful life are amortised on a straight-line
basis over their expected useful lives as follows:
Computer software, licences and systems 5years
Computer software, licences and systems in progress are stated at
cost less any accumulated impairment loss. Costs mainly comprise
system development expenditure and other direct costs attributable to
the development of the system. Capitalisation of these costs ceases
and the asset concerned is transferred to the appropriate intangible
asset category when substantially all the activities necessary to
prepare the asset for its intended use are completed.

No amortisation is provided for computer software, licences and
systems in progress.

The estimated useful life of an intangible asset is reviewed annually.

Financial assets or liabilities at fair value through profit or
loss

The Group has designated the placements with the Exchange Fund and
has included the forward foreign exchange contracts under “financial
assets or liabilities at fair value through profit or loss”. The Group
determines the classification of its financial assets or liabilities at initial
recognition, and such classification depends on the purpose for which
the financial assets or liabilities are acquired.

Financial assets or liabilities at fair value through profit or loss are
recognised when and only when the Group becomes a party to the
contractual provisions of the instruments and on a trade date basis.
These financial assets or liabilities are initially recognised at fair value
and transaction costs are expensed to the profit and loss account. They
are derecognised when the rights to receive cash flows have expired
or have been transferred and the Group has transferred substantially
all risks and rewards of ownership. Financial assets or liabilities are
subsequently carried at fair value, with changes in fair value recognised
in the profit and loss account in the year in which they arise.
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Significant accounting policies (Continued)

(j) Investments in debt securities

@)

(i)

The Group's investments in debt securities are recognised /
derecognised on the date the Group commits to purchase / sell the
investments or they expire. Investments in debt securities are initially
stated at fair value plus directly attributable transaction costs. These
investments are subsequently accounted for as follows, depending on
their classification.

Policy applicable from 1 April 2018

Debt securities held by the Group are classified as financial assets
at fair value through other comprehensive income (“FVOCI"), if the
contractual cash flows of the investment comprise solely payments
of principal and interest and the investment is held within a business
model whose objective is achieved by both the collection of
contractual cash flows and sale. Changes in fair value are recognised
in other comprehensive income, except for the recognition in profit
or loss of expected credit losses, interest income (calculated using
the effective interest method) and foreign exchange gains and losses.
When the investment is derecognised, the amount accumulated in
other comprehensive income is reclassified from equity to profit or
loss.

Policy applicable prior to 1 April 2018

Debt securities which did not fall into any of the categories of financial
assets measured at profit or loss nor held-to-maturity securities
were classified as available-for-sale investments. Available-for-sale
investments were initially recognised at fair value. Transaction costs
that were directly attributable to the acquisition of such assets were
added to the initial fair value. If an available-for-sale financial asset had
fixed or determinable payments and did not have an indefinite life, the
transaction costs were amortised to the profit and loss account using
the effective interest method. They were measured at fair value with
changes in value recognised as a separate component of equity until
the assets were sold, collected or otherwise disposed of, or until the
assets were determined to be impaired, at which time the cumulative
gain or loss previously reported in other comprehensive income
was reclassified to the profit and loss account as a reclassification
adjustment.
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Significant accounting policies (Continued)

(k) Bank interest receivables, income receivables from debt

M

securities, amounts due from subsidiaries and trade and
other receivables

Bank interest receivables, income receivables from debt securities,
amounts due from subsidiaries and trade and other receivables are
initially recognised at fair value and thereafter stated at amortised cost
using the effective interest method, less any provision for impairment
(note 2(m)).

Leases

A lease is classified as a finance lease whenever the terms of the lease
transfer substantially all the risks and rewards of ownership of a leased
asset to the lessee. All other leases are classified as operating leases.

Rentals payable under operating leases are charged to the profit and
loss account on a straight-line basis over the term of the relevant lease.

(m) Impairment of assets

(i)

Impairment of financial assets
e Policy applicable from 1 April 2018
— General approach

ECLs are recognised in two stages. For credit exposures for
which there has not been a significant increase in credit risk
since initial recognition, ECLs are provided for credit losses
that result from default events that are possible within the next
12 months (a 12-month ECL). For those credit exposures for
which there has been a significant increase in credit risk since
initial recognition, a loss allowance is required for credit losses
expected over the remaining life of the exposure, irrespective
of the timing of the default (a lifetime ECL).

At each balance sheet date, the Group assesses whether the
credit risk on a financial instrument has increased significantly
since initial recognition. When making the assessment, the
Group compares the risk of a default occurring on the financial
instrument as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of initial
recognition and considers reasonable and supportable
information that is available without undue cost or effort,
including historical and forward-looking information.

The Group considers a financial asset in default when
contractual payments are 90 days past due. However, in certain
cases, the Group may also consider a financial asset to be in
default when internal or external information indicates that
the Group is unlikely to receive the outstanding contractual
amounts in full before taking into account any credit
enhancements held by the Group. A financial asset is written
off when there is no reasonable expectation of recovering the
contractual cash flows.
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2 Significant accounting policies (Continued)

(m) Impairment of assets (Continued)

@)

Impairment of financial assets (Continued)

Policy applicable from 1 April 2018 (Continued)

General approach (Continued)

Debt investments at fair value through other comprehensive
income and financial assets at amortised cost are subject to
impairment under the general approach and they are classified
within the following stages for measurement of ECLs except
for trade receivables and contract assets which apply the
simplified approach as detailed below.

Financial instruments for which credit risk has not
increased significantly since initial recognition and for
which the loss allowance is measured at an amount
equal to 12-month ECLs

Stage 1:

Financial instruments for which credit risk has
increased significantly since initial recognition but that
are not credit-impaired financial assets and for which
the loss allowance is measured at an amount equal to
lifetime ECLs

Stage 2:

Stage 3: Financial assets that are credit-impaired at the
reporting date (but that are not purchased or
originated credit-impaired) and for which the loss
allowance is measured at an amount equal to lifetime

ECLs

Simplified approach

For trade receivables that do not contain a significant financing
component or when the Group applies the practical expedient
of not adjusting the effect of a significant financing component,
the Group applies the simplified approach in calculating ECLs.
Under the simplified approach, the Group does not track
changes in credit risk, but instead recognises a loss allowance
based on lifetime ECLs at each balance sheet date. The Group
has established a provision matrix that is based on its historical
credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.
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2 Significant accounting policies (Continued)

(m) Impairment of assets (Continued)

(i)

Impairment of financial assets (Continued)

Policy prior to 1 April 2018

Available-for-sale investments

Available-for-sale investments were reviewed at each balance
sheet date to determine whether there was objective evidence
of impairment. If such evidence existed, the cumulative
loss that had been recognised in the fair value reserve was
reclassified to the profit and loss account as a reclassification
adjustment. The amount of the cumulative loss that was
recognised in the profit and loss account was the difference
between the acquisition cost and current fair value, less any
impairment loss on that asset previously recognised in the
profit and loss account.

Impairment losses in respect of available-for-sale debt
securities investments were reversed through the profit and
loss account if the subsequent increase in fair value could be
objectively related to an event occurring after the impairment
loss was recognised in the profit and loss account.

Bank interest receivables, income receivables from debt
securities, other receivables, prepayments and deposits and
amounts due from subsidiaries

A provision for impairment was established when there was
objective evidence that the Authority would not be able to
collect all amounts due according to the original terms of
receivables. The amount of provision was the difference
between the carrying amount of the financial asset and the
present value of estimated future cash flows, discounted at
the effective interest rate. The amount of the provision was
recognised in the profit and loss account.

Such impairment loss was reversed in subsequent periods
through the profit and loss account when an increase in the
asset's recoverable amount could be related objectively to an
event occurring after the impairment was recognised, subject
to a restriction that the carrying amount of the asset at the
date the impairment was reversed did not exceed what the
amortised cost would had been had the impairment not been
recognised.
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2

Significant accounting policies (Continued)

(m) Impairment of assets (Continued)

(i)

Impairment of non-financial assets

Internal and external sources of information are reviewed at each
balance sheet date to identify indications that the property, plant and
equipment and intangible assets may be impaired or an impairment
loss previously recognised no longer exists or may have decreased.

The carrying amount of each item of museum collection is reviewed
where there is an indication of impairment, for example where it has
suffered physical deterioration or breakage or new doubts arise as to
its authenticity.

If any such indication exists, the asset's recoverable amount is
estimated. An impairment loss is recognised whenever the carrying
amount of an asset exceeds its recoverable amount.

The recoverable amount of an asset is the greater of its net selling price
and value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of time value of money and
the risks specific to the asset. Where the assets do not generate cash
inflows largely independent of those from other assets, the recoverable
amount is determined only for the cash-generating unit which is the
smallest group of assets that includes the asset and generates cash
inflows independently.

An impairment loss is reversed if there has been a positive change in
the estimates used to determine the recoverable amount.

A reversal of impairment losses is limited to the assets’ carrying
amount that would have been determined had no impairment loss
been recognised in previous years. Reversals of impairment losses are
credited to the profit and loss account in the year in which the reversals
are recognised.

(n) Cash and cash equivalents

Cash and cash equivalents represent short-term highly liquid
investments which are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in value. Cash
and cash equivalents comprise cash at bank and in hand, and time
deposits with original maturities of three months or less.

(0) Amount due to a subsidiary, amount due to M+ Collections

Trust, trade and other payables

Amount due to a subsidiary, amount due to M+ Collections Trust, trade
and other payables are initially recognised at fair value and thereafter
stated at amortised cost using the effective interest method unless the
effect of discounting would be immaterial, in which case they are stated
at cost.
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Significant accounting policies (Continued)

(p) Income tax

Income tax for the year comprises current tax and movements in
deferred tax assets and liabilities. Current tax and movements in
deferred tax assets and liabilities are recognised in profit or loss
except to the extent that they relate to items recognised in other
comprehensive income or directly in equity, in which case the relevant
amounts of tax are recognised in other comprehensive income or
directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for the
year, using tax rates enacted or substantively enacted at the end of
the reporting period, and any adjustment to tax payable in respect of
previous years.

Deferred tax assets and liabilities arise from deductible and taxable
temporary differences respectively, being the differences between
the carrying amounts of assets and liabilities for financial reporting
purposes and their tax bases. Deferred tax assets also arise from
unused tax losses and unused tax credits. Apart from differences
which arise on initial recognition of assets and liabilities, all deferred tax
liabilities, and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset can be
utilised, are recognised.

(g) Revenue and other income

(0]

Policy applicable from 1 April 2018

Income is classified by the Group as revenue when it arises from the
sale of goods, the provision of services or the use by others of the
Group's assets under leases in the ordinary course of the Group's
business.

Revenue is recognised when control over a product or service is
transferred to the customer, at the amount of promised consideration
to which the Group is expected to be entitled, excluding those amounts
collected on behalf of third parties. Revenue excludes value added tax
or other sales taxes and is after deduction of any trade discounts.
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2 Significant accounting policies (Continued)

(g) Revenue and other income (Continued)

(i) Policy applicable from 1 April 2018 (Continued)

Further details of the Group's revenue and other income recognition
policies are as follows:

*  Revenue from contracts with customers

WKCDA performance programmes

Revenue of WKCDA performance programmes is recognised in
the accounting period at a point in time when the programmes
are rendered to the customers.

Ticketing operation revenue of external hires

Ticketing operation revenue of external hires is recognised in
the accounting period at a point in time when the services are
rendered on the sale of tickets to the customers.

Sale of goods - retail

Revenue from the sale of goods is recognised at a point in time
when the Group sells the products to the customers.

Facilities management services income

Facilities management services income is recognised over
time when the services are rendered to the tenants.

Sponsorships

Sponsorships are recognised when the right to receive
payment is established. Sponsorship for specific purposes
are recognized initially as deferred income and that the Group
complies with the conditions attached to the sponsorship,
generally having benefits to the sponsors. Sponsorships that
compensate the Group for expenses incurred are recognised
as income in profit or loss over time on a systematic basis
in the same periods in which the expenses are incurred.
Sponsorships that compensate the Group for the purchase or
construction of property, plant and equipment and intangible
assets are recognised as income in profit or loss over time on a
straight-line basis over the estimated useful lives of the related
assets.

Management fee income from subsidiaries

Management fee income is recognised over time when the
services are rendered to the subsidiaries.
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2 Significant accounting policies (Continued)

(g) Revenue and other income (Continued)

(i)

Policy applicable from 1 April 2018 (Continued)

Revenue and income from other sources

Interestincome

Interest income is recognised as it accrues using the effective
interest method. For financial assets measured at amortised
cost or FVOCI (recycling) that are not credit-impaired, the
effective interest rate is applied to the gross carrying amount
of the asset. For credit impaired financial assets, the effective
interest rate is applied to the amortised cost (i.e. gross carrying
amount net of loss allowance) of the asset (note 2(m)(i)).

Changes in fair value of financial assets or liabilities at fair value
through profit or loss

Changes in fair value of the placements with the Exchange
Fund and forward foreign exchange contracts, which are
designated and included as "financial assets or liabilities at fair
value through profit or loss", are recognised as gain or loss in
the profit and loss account in the year in which they arise.

Rental income from operating leases

Rental income receivable under operating leases is recognised
in profit or loss in equal instalments over the periods covered
by the lease term, except where an alternative basis is more
representative of the pattern of benefits to be derived from
the use of the leased asset. Lease incentives granted are
recognised in profit or loss as an integral part of the aggregate
net lease payments receivable. Contingent rentals are
recognised as income in the accounting period in which they
are earned.

Donations

Donations are recognised in the balance sheet initially when
there is reasonable assurance that they are received and that
the Group complies with the conditions attached with the
donations. Donations that compensate the Group for expenses
incurred are recognised as income in profit or loss on a
systematic basis in the same periods in which the expenses
are incurred. Donations that compensate the Group for the
purchase or construction of property, plant and equipment
and intangible assets are recognised as income in profit or
loss on a straight-line basis over the estimated useful lives of
the related assets. Donations that compensate the Group for
the cost of museum collection are deducted from the carrying
amount of the asset.
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2 Significant accounting policies (Continued)
(g) Revenue and other income (Continued)
(i) Policy prior to 1 April 2018

Revenue is recognised when it is probable that the economic benefits
will flow to the Group and when the revenue can be measured reliably,
on the following bases:

* Interestincome

Interest income from bank deposits and available-for-sale
investments was recognised on a time-apportioned basis using
the effective interest method.

* Changes in fair value of financial assets or liabilities at fair value
through profit or loss

Changes in fair value of the placements with the Exchange Fund
and forward foreign exchange contracts, which were designated
and included as “financial assets or liabilities at fair value through
profit or loss”, were recognised as gain or loss in the profit and loss
account in the year in which they arose.

e Donations

Monetary donations that compensated the Group for the cost of
an asset were recognised as income in the profit and loss account
on a straight-line basis over the estimated useful lives of the related
assets.

Non-monetary donations that compensated the Group for the cost
of an asset were deducted from the carrying amount of the asset.

e Sponsorships

Sponsorship income was recognised when earned as determined
by the sponsorship agreement.

() Employee benefits

Salaries, contract gratuity and annual leave entitlements are accrued in
the year in which the employees render the associated services.

Contributions to Mandatory Provident Fund (“MPF") scheme are
charged as expenses on an accrual basis in the year in which the
related employees render the associated services.
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Significant accounting policies (Continued)

(s) Provisions and contingent liabilities

(t)

Provisions are recognised in the balance sheet when the Group has
a legal or constructive obligation of uncertain timing or amount as a
result of a past event, and it is probable that the Group will require an
outflow of economic benefits to settle the obligation and the amount
can be estimated reliably. Where the time value of money is material,
provisions are stated at the present value of the expenditure expected
to settle the obligation.

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence of one or
more future events, are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is remote.

Deferred income

Deferred income includes monetary donations received and receivable
by the Group designated for the construction of buildings, which are
recognised as income in the profit and loss on a straight-line basis over
the estimated useful lives of the related assets.

(u) Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in
the balance sheet where the Group currently has a legally enforceable
right to offset the recognised amounts, and there is an intention
to settle on a net basis or realise the asset and settle the liability
simultaneously.
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3

Revenue

(a) Disaggregation of revenue

Disaggregation of revenue from contracts with customers by major
products or service lines is as follows:

3 W
(a) DFIkzR
BEEESTREENDTINEESLWENT

The Group The Authority
& EEG
2019 2018 2019 2018
HK$'000 HK$'000 HK$'000 HK$'000
BEETTT BT BT T BT T
Revenue from contracts with BESHWE
customers
WKCDA performance programmes ~ &IBE&EEHE 9,367 - 9,245 -
Ticketing operation of external hires  ¥14MNEFRIGHI ZFEEHE 33 - 33 -
Sale of goods —retail HERM—FE 568 - 84 -
Facilities management services BRI
income 1,176 - 1,176 -
Sponsorships =iyl 1,753 4,409 881 3,563
Management fee income from WEA B EERE WA (GEfEQ)
subsidiaries (note (a)) - - 58,349 52,087
Others Hith 2,257 1,451 523 936
15,154 5,860 70,291 56,586
Revenue from other sources HAth 2R RS
Gross rental income FREIKNLEZE 3,593 5813 3,593 5813
18,747 11,673 73,884 62,399
Notes: 5308
(@) Management fee income represented the recharged costs incurred by the (a) BEBIRAIEEERE THIEREEAZMEASIHEE
Authority’'s supporting functions to support the subsidiaries’ activities. FREEAERIR A [O]# o
(b) Certain comparative figures have been reclassified to conform with the b) BETFHREFEFUEHNE  UWEFEAEERBREEN
current year's presentation of the financial statements. BIJHR o
(b) Performance obligations (b) BLHEIT

@)

(ii)

Information about the Group's major performance obligations is
summarised below:

WKCDA performance programmes

The Group operates performing arts programmes. The performance
obligation is satisfied upon rendering of the programmes and payment
in advance is normally required.

Ticketing operation of external hires

The Group operates ticket sales operation for external hire
performance programmes. The performance obligation is satisfied
upon rendering of the services and the payment of the service fee is
normally offset against the ticketing proceeds received on behalf of the
external hirers.
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Revenue (Continued)

(b) Performance obligations (Continued)

(iii)

(iv)

(v)

(Vi)

(c)

Sale of goods - retail

The Group operates a retail shop to sell products, including gifts and
items for the home, clothing and accessories, stationery products, and
art books and exhibition catalogues. The performance obligation is
satisfied upon delivery of the products to customers. Payment of the
transaction price is due immediately.

Facilities management services income

The Group provides commercial property management services to the
tenants. The performance obligation is satisfied upon rendering of the
services and generally deposit is normally required.

Sponsorships

Sponsorship obtained to finance campaign expenditure on events
which are organised for the advancement of education and culture for
the benefit of the community of Hong Kong or to support the activities
of the Group. The performance obligation is satisfied upon the Group's
compliance with the conditions attached to the sponsorship and
payment in advance or payment by instalments is normally required.

Management fee income from subsidiaries

Management fee income represented the recharged costs incurred
by the Authority's supporting functions to support the subsidiaries’
activities. The performance obligation is satisfied upon rendering of the
services and the fee is payable on demand.

Revenue expected to be recognised in the future arising
from contracts with customers in existence at the balance
sheet date

Upon adoption of HKFRS15 “Revenue from contracts with customers”
on 1 April 2018, the Group reclassified contract liabilities of
HK$ 1,224,000 from deposits received and included in trade and other
payables. These contract liabilities were subsequently recognised as
revenue during the current year.

As at 31 March 2019, the aggregated amount of the transaction price
allocated to the remaining performance obligations (unsatisfied or
partially unsatisfied) under the Group's existing contracts is HK$15
million. This amount represents revenue expected to be recognised in
the future mainly from WKCDA performance programmes and ticketing
operation of external hires. The Group will recognise the expected
revenue in future when or as the performance obligation is completed
which is expected to occur within one year.
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3 Revenue (Continued)
(d) Total future minimum lease payments receivable

The total future minimum lease payments under non-cancellable
operating leases are receivable as follows:

3 W= (E
(d) FEKRIRERIRIE SRR
RS 2 SEME 2 RRRE AR T -

The Group and the Authority
EEREER

2019 2018
HK$'000 HK$'000

Within one year —&EN
After one year but within five years —F%BEREN

BT BT

5755 -
23639 -

29,394 — i

4 Other investment income (net)

4 HREIRA (FH)

The Group and the Authority

SENREER
2019 2018
HK$'000 HK$'000
BT BT T
Debt securities measured at FVOCI BUAREEGTEEEEEEA
Hit e mRENESEES
Interestincome EESUSON 1,992 | -
Reclassification from equity on redemption HE O B ERIRE N 248 (a18): -
Available-for-sale investments At ERE ]
Interest income EISUSON - 4,250 |
Reclassification from equity on redemption B RFEERIRENR D E = 81 !
1574 4331
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5 Staff costs

Staff costs for employees directly hired by the Group and the Authority
as well as secondees from the Government of HKSAR are as follows:
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Salaries, contract gratuity and other <& ~ 49BN K ELAh{EF)
benefits

Contributions to MPF scheme EES TR

Total staff costs BITRALE

Less: Direct staff costs capitalised &l : EAUHEIES THA
(note 2(f) (B=E2(F)

Representing: &K :

Salaries, contract gratuity and other ~ ¥74& ~ £0m s K& E At EF)
benefits

Contributions to MPF scheme BES IR

278644 209,219 213,237 162,645

5 BIMHA
HEEKEREFSEEFEFNEEURBEERTHRER
FERMABZETARANT :

The Group The Authority
5B EEE
2019 2018 2019 2018

HK$'000 HK$'000 HK$'000 HK$000

BT T BT BT BETIT

342,984 274,337 279,262 228,956

7,384 5812 | 5699 4619

350,368 280,149 284,961 233575

(71.724) (70,930) (71.724) (70,930)

272,730 | 204,778 209,007 159,397

278644 209,219 213,237 162,645

5914 : 4441 4,230 : 3248

6 Board/Committee/Consultation Panel members’
remuneration

The chairman and members of the Board of the Authority, the directors
of its subsidiaries, the Committees and the Consultation Panel of
the Authority were not entitled to any remuneration for their services
rendered to the Authority or its subsidiaries, except as below:

—  Chief Executive Officer is appointed as an ex-officio member of the
Board of the Authority and his remuneration is stated in note 7.

— Museum Director, M+ is appointed as an ex-officio member of the
Board of M Plus Museum Limited and her remuneration is included
in the remuneration disclosure for executive directors in note 7.

WEST KOWLOON CULTURAL DISTRICT AUTHORITY Fa Xk EEIEF
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7 Remuneration of Senior Executives 7 BRITHRAEMS
Remuneration received and receivable by Senior Executives directly HEBEEZEEFNSRITERAS (GER) EWEUR EIKE 2
hired by the Group (note) are as follows: B0 -

Chief Executive Other Senior

Officer Executives Total
TR HitBmRITBAS st
HK$'000 HK$'000 HK$'000
BT BETT BRI

2019 201945 : :
Salaries and other emoluments  F7BH & EL At 4961 : 19,407 : 24,368
Contract gratuity HOmENE 974 2,807 3,781
Contributions to MPF scheme  3&f&a&atBI{EaR 18 | 120 : 138
5953 | 22,334 28,287

2018 20185 E E
Salaries and other emoluments 7B &% EL At 4,426 | 15,295 | 19,721
Contract gratuity Ay 867 ! 2,167 3,034
Contributions to MPF scheme SREEETEIAER 18 90 108
5311 17,552 22,863

Note: SR

Senior Executives comprise Chief Executive Officer, Chief Operating Officer, Chief
Financial Officer, Chief Corporate Services Officer, Museum Director, M+, Chief
Projects Officer (new appointment from 1 January 2019), Executive Director,
Performing Arts and General Counsel (appointed on 1 August 2018).

The remuneration of Senior Executives are shown in the ranges as

follows:

HK$5,500,001 — HK$6,000,000
HK$5,000,001 - HK$5,500,000
HK$4,000,001 — HK$4,500,000
HK$3,500,001 — HK$4,000,000
HK$3,000,001 - HK$3,500,000
HK$2,500,001 - HK$3,000,000
HK$2,000,000 or below

5,500,0017%&7T —6,000,00077T
5,000,0017#7T —5,500,00077T
4,000,001#7T —4,500,000/87T
3,500,001%7T —4,000,0007&7T
3,000,00177T —3,500,000/7T
2,500,0017%7T —3,000,00077T
2,000,0008TTH T

SEITRASBEITRES - EERE BRMBRE - 8F
HEEBAE  M+EYEER - BF TEAE (H2019F181
HENERE) - REENTERERREERERRM (12018458
A1BEEE) -

SRITRAB ZMEEEMT

2019 2018
Number of Number of
individuals individuals

N
T
- 1
1 1
2 2
2 1
1 1
1: 1
8 ! 7

WEST KOWLOON CULTURAL DISTRICT AUTHORITY FEAX K EEEF
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8 HthEEHRA

The Group The Authority
B EEF

2019 2018 2019 2018
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BT BIETIT
Facilities management HEEE 26,747 : 13571 | 26,747 | 13,571
Venue operation SHEE 11,845 - 8,907 -

Museum collection management B EE ] :
* Operating lease payments - EEHEER 13,896 12,617 - -
« Others . Hfts 10,715 | 8524 | - -

Office accommodation WNZER
 Operating lease payments - EEHEER 10,008 : 7,640 | 10,008 : 7,640
+ Others . Hfth 4,103 | 3,269 ! 4,103 | 3,269

Information and communications Ell kBRI
technology 21,832 | 12,649 21,832 | 12,649
Consultancy fees FERER 14,217 | 25201 i 14,217 | 25,201
Auditor's remuneration (e Gl 923 ! 786 ! 923 ! 786
Marketing and communications TIGHEERER 38,950 ! 27,269 | 38,950 ! 27,269
Legal fees B 27,519 : 10,864 | 27,519 | 10,864
Recruitment Bre 2,730 | 7,692 | 2,730 | 7,692
Office expenses and utilities WA B BRI 12,037 | 8843 | 12,037 | 8843
Others (note) HAth (FERE) 35,392 | 23,328 25131 : 17,449
230914 | 162,253 : 193,104 | 135,233

Note: EEfR:

Other expenses mainly included cost of hired services, training and development
and other administrative expenses.

Taxation

Pursuant to section 41(1) of the WKCDA Ordinance, the Authority is
exempt from taxation under the Inland Revenue Ordinance, Cap. 112.
Pursuant to section 41(2) of the WKCDA Ordinance, the Authority is
also exempt from stamp duty under the Stamp Duty Ordinance, Cap.
117 in respect of any instrument relating to (a) the conveyance of any
immovable property under which the beneficial interest of the property
passes by way of gift to the Authority; or (b) the transfer of any stock
within the meaning of the Stamp Duty Ordinance, under which the
beneficial interest of the stock passes by way of gift to the Authority.

(b) The subsidiaries of the Group have not recognised deferred tax assets

arising from cumulative tax losses of HK$484 million (2018: HK$292
million) as it is not probable that sufficient taxable profits will be
available to allow the tax losses to be utilised in the foreseeable future.
The tax losses do not expire under current tax legislation.

WEST KOWLOON CULTURAL DISTRICT AUTHORITY Fa Xk EEIEF
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RB(ENEBDFE A1) - EERERRMBRREB(RE
&BI) (551128) 817 - RB(BEFPDFEN QR - EEF
TRERUTERNXEESEHR - MBERE(ENTERE
BI) (BB17E) BIRENER : @QIERRBENES - MRE
ZHE5  ZABENEDEDNEMEETAERIGEER
19 5 SOIEACENTERIRG) FTisRIRE SR - MiREZE
B N ED DR S NEBaEEEN

(b) EBIKIME BN R R R E T E A RRERE

BEA84EHBIT (20184 : 29228 7T) * RERHEN R
RAKABEE BHANERRABEUERERRIEEE - R
BRIRBEA  REEELMINREAR -
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10 Investments in subsidiaries 10 B AR ZIEE
As at 31 March 2019, the principal subsidiaries of the Group comprise: R2019F3A31H ' EENEEWRBAREE :
Effective

Place of Interest Held
Incorporation and by the Group
Operations EEHEN Principal Activities
SEMRR L K R, EIRELS FERE

M Plus Museum Limited Hong Kong 100% To plan, design, operate, manage, maintain and
e otherwise deal with the arts and cultural facilities

and related or ancillary facilities of M+ Museum
FRE S AT EE - B #RMEMA KRR
M+{EIRERI X AL EMTRE e AR RS B a%

M Plus Collections Limited Hong Kong 100% To act as the Trustee of M+ Collections Trust (the
'S "Trust”) under the terms of the Trust Deed and
hold the legal interest in the museum collection of

M+ Museum

RIBEFERLAERIEAM+ Collections Trust (M5
) ZEEA - LHEMEYE 2 Y ER SR

AR
Blue Poles Limited Hong Kong 100% To execute the main work contract entrusted by
58 the Authority

HITEEREANEITREN

Hong Kong Palace Museum Hong Kong 100% To carry out activities to prepare for the opening
Limited 58 of the Hong Kong Palace Museum

BB EXLIEYE ETEEREXUIEYENEHEIE
BRAR

West Kowloon Cultural District Hong Kong 100% Did not commence operations during the period
Foundation Limited 5 REAN R FREE

BEAXKEESS
BRAF

WEST KOWLOON CULTURAL DISTRICT AUTHORITY FEAX K EEEF
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11 Property, plant and equipment 11 2% - BEKRRE

The Group and the Authority

SEREER
Leasehold
improvements, Construction
Buildings furniture and inprogress
(note (a)) equipment Computer Motor (note (b))
BB equipment vehicles
(EH# ) BliRiE 5
Note HK$'000 00 HK$'000 HK$'000
i BT EETT BT BT
2019 20195
Cost B
At1April 2018 1R2018F4A1H 129,498 16,646 18,232 3304 7,720,195 7,881,875
Additions e 3,037 5924 4,327 646 3,324,721 3,338,655
Transfers & (© 3,800,002 171,703 114,612 - (4,086,317) -
Disposals HE - - (1,018) (496) - (1,514)
At31March2019 1201943A318 3,932,537 194,273 136,153 3454 6,958,599 11,225,016
Accumulated depreciation ~ RiHTE
At 1 April 2018 1R2018F4R1H 35,687 9,667 11,351 806 - 57,511
Charge for the year ENiTE 40,756 14,739 7581 637 - 63,713
Written back on disposals ~ tHE / EsH4 T - - (1,018) (496) - (1,514)
At31March2019 1201963A31H 76,443 24,406 17914 947 - 119,710
Net book value IEERE
At31March2019 1201943A31H 3,856,094 169,867 118,239 2,507 6,958,599 11,105,306
2018 20185
Cost B
At1April 2017 R20175F4R1H 129,498 15179 15,508 779 4,468,646 4629610
Additions e - 575 2667 - 3255143 3258385
Transfers w - 892 177 2525 (3594) -
Disposals HE - - (120) - - (120)
At31March2018 12018%3A31H 129,498 16,646 18232 3304 7,720,195 7,887,875
Accumulated depreciation ~ BFHTE
At 1 April 2017 1201744818 22617 5057 8,586 623 - 36,883
Charge for the year ENiTE 13070 4610 2,885 183 - 20,748
Written back on disposals ~ tHE / S E - - (120) - - (120)
At31March2018 12018%3A31H 35,687 9,667 11,351 806 - 57,511
Net book value REHE
At31March2018 12018%3A31H 93811 6,979 6,881 2498 7,720,195 7,830,364
Notes: =

(@)

(b)

()

The buildings include the Xiqu Centre, part of the Art Park, Interfacing
Carpark, the M+ Pavilion, Temporary Pavilion, the Nursery Park and the site

office.

The net book value of construction in progress included mainly the costs
incurred for the design and construction of M+ Museum, remaining sections
of the Art Park, Lyric Theatre Complex and the Hong Kong Palace Museum

("HKPM").

The transfer from construction in progress during the year ended 31 March
2019 mainly represented the construction cost of Xiqu Centre, part of the
Art Park and Interfacing Carpark, which commenced operations and started
depreciation from January 2019.

WEST KOWLOON CULTURAL DISTRICT AUTHORITY Fa Xk EEIEF
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KRS EEAEMEERAE

a ﬁ o
(@) 1EEEEEETD - BOBMAE - #HE - MRS - IR

(b) FERIEMIREFEEZCEMHEYE - EROER T
% RBGROBISREBRE XU EME KA RIERE

(€ MEZE2019F3B31HILEFE » RETETENSHRTE
REBEHEFD ~ PABMAERISESZNWEERA - B
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HE2019F3A31HILFE

12 Museum collection

2019

Cost
At 1 April 2018
Additions
Assignment

At 31 March 2019

Net book value
At 31 March 2019

2018

Cost
At 1 April 2017
Additions
Assignment

At 31 March 2018

Net book value
At 31 March 2018

20195

D&
*2018%F4R1H
IRE
R

2019%3H31H

IRELR{E
K201943H31H

20185

3%
20174818
e
R

R2018FE3H31H

IRELR{E
®201843H31H

12 @Y=

(c)

The Group The Authority
35| EEF
HK$'000 HK$'000
BT BT
53,011 10,180
57,958 -
(67.044) (10,180)
43,925 -
43,925 -
34,647 18414
69,899 330
(51,535) : (8,564)
53,011 10,180
53,011 10,180

Notes:

(@)

Pursuant to a Deed of Declaration of Trust dated 28 March 2017 signed
between the Authority and M Plus Collections Limited (the "Trustee”), the

Trust was established for the following objectives and purposes:

(i) the development of culture with an emphasis on the development
of contemporary visual culture for the benefit of the Hong Kong

community;

(i) the advancement of learning and education anywhere in the world; and

(i) the Trustee shall hold the legal interest in the museum collection
whereas the Trust shall hold the beneficial ownership of the museum

collection for the benefit of the Hong Kong community.

M Plus Collections Limited was appointed as the Trustee of the Trust in

March 2017.

WEST KOWLOON CULTURAL DISTRICT AUTHORITY FEAX K EEEF
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(@)

R{E E S B M Plus Collections Limited (M3 55 A1) R
201743 F 28 BT ST AAZELY - (FEERRIL - B
EFERT

() #EBXhER TUEARBXCERB/EY &
BHERE

(i) (REHRSUMOSENHE ; &

(i) RFENRFEBYEBRNERED  METEARS
BHENAEMEE EYERRNEmESE

M Plus Collections Limited220174E3 B &R T AT
EA e



12 Museum collection (Continued)

Notes (Continued):

(b)

()

(d

()

(f)

The Group acquired the museum collection by monetary and non-monetary
donations through the followings, the carrying amounts of which are
recognised in accordance with the accounting policy in note 2(g):

() During the year ended 31 March 2013, the Group entered into a
transaction with two agreements signed, one agreement to receive
a donation of 1,463 pieces of contemporary Chinese artworks
(the "Donated Works") as a gift from Stiftung fiir Chinesische
Gegenwartskunst ("Chinese Contemporary Art Foundation”) and Dr.
Ulrich Adolf Sigg (the “Donor” or “Seller") and another agreement to
acquire 47 pieces of contemporary Chinese artworks (the "Purchased
Works") at a cost of around HK$180 million from Dr. Ulrich Adolf Sigg.

This was treated as a single transaction upon the contemporaneous
completion of the Deed of Gift and Deed of Sale and Purchase.

The Donated Works were valued at around HK$1.3 billion with reference
to a valuation report prepared by an independent valuer in May 2012.

(i)  Apart from the museum collection acquired as disclosed in note 12(b)(i),
the Authority also acquired other museum collection, some of which
were donations in kind from other sources.

During the year ended 31 March 2019, pursuant to deeds of assignment
entered into between the Authority, M Plus Museum Limited and the Trustee,
the Authority and M Plus Museum Limited assigned the legal interest in
part of the museum collection, which were acquired by purchase with the
aggregated carrying amount of HK$67 million (the Authority: HK$10.2 million)
(2018: HK$51.5 miillion (the Authority: HK$8.6 million)), at a consideration of
the same amount to the Trustee to hold on behalf of the Trust, the beneficial
owner of the museum collection. In addition, pursuant to deeds of assignment
of Donated Works entered into between the Authority, M Plus Museum
Limited and the Trustee, the Authority and M Plus Museum Limited gifted
the legal interest in part of the museum collection, which were acquired by
donations with the carrying amounts stated at nominal value, to the Trustee
to hold on behalf of the Trust.

No impairment loss was recognised during the years ended 31 March 2019
and 2018 as the Group considered there is no impairment indicator.

The balance of the museum collection at 31 March 2019 represents museum
collection pending for assignment to the Trust.

During the year ended 31 March 2019, the Group has reclassified the
museum collection from non-current assets to current assets on the
basis that the Group is required to assign the legal interest in the museum
collection to the Trustee. The Trustee hold the legal interest in the museum
collection of M+ Museum, whereas the Trust is the beneficial owner of the
museum collection for the benefit of the Hong Kong community.

WEST KOWLOON CULTURAL DISTRICT AUTHORITY FEA L B EEF
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12 EYEERm (49)

=R () -
(b) EEEBFEBEMIFFARBESHEYERRAT

()

@

(e)

(f)

HIRE{EZIR MR 2(0) PRI SHECRRERR |

() MEZE2013F3B31HILEFE » EEE—ERZHE
ETMnR 0 EP—1EHR - SEERETFEER
ERESEMRA-FREL (B A, R EH,) B
191,463 ERPEEM R (TBIESR)) - H—18iHE
B &1 8RBT » MEH FRETEE7HERF
EEMR (TEEER) ©

HRIBMERNRE TR RIRELT
BRS °

EIEHRAARE

SEBIUGERR2012F658 ZEERS - SHIBE
{EREEL13RET -

(i) BRT AR 12(0)() 3 R AT E S R S REmm LSh -
EEFRMEEMARERS BT R EMIEY)
FEfm ©

REE2019F3A31HIEEE » REEER - MPlus
Museum Limited B2 32 55 A 5T 3 (U E 324 - EEF M
Plus Museum Limited B EB2 E4) BE & RO = 2R 1 21 (BD&
BUEIRE©%86,700E 57T (BEEF : 1,020887T)
(20184 : 5,150 87T (BESF : 86088 7T)) BEFTERS
B IRERSENRESETZEA  THZFEAREKET
(EYEERNEREESAN) FE o I RESER M
Plus Museum Limited 825256 AT HIIR B 1 SRES R340
EIRFFIM Plus Museum LimitediEZ D S BRI EER
1 (ENERIBEFTESE  MERMSELIREHAEE
NIR) BEIEFZREA » WHZEAREKEEEFE -

REZE2019F %2018F3H31HILFE - HREERAL
ELFRENSR - F ERE R RERE -

R20194F3A 31 BN EMERREHRARETERTER
RIS RE RS o

REE201963A31HILFE - HREBAEEYERD
WEREDERTEIA  AEECRHEYERmEIE
RBEEEFHIRERBDEE - TEAFEMHEYEZE
VEBGIEREL - MELAE ST EmEmE
BIEYERS
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13 Intangible assets 13 B EE
The Group and the Authority
SEXEER
Computer
software,
Computer licences and
software, systems in
licences and progress
systems ESEEL )
B B - Total
{ERER RS ERERRS o
HK$'000 HK$'000 HK$'000
BT BRTIT BT
2019 20195
Cost 5%
At 1 April 2018 R2018F4H1H 68,778 47,887 116,665
Additions e 18,832 48,150 66,982
Transfers B 88,794 (88,794) -
Disposals HE /FH (248) - (248)
At 31 March 2019 201938318 176,156 7.243 183,399
Accumulated amortisation SEHEN
At 1 April 2018 2018%4A81H 21,010 - 21,010
Charge for the year FEPUEEY 25,179 - 25,179
Written back on disposals HE /s iHEED (89) = (89)
At 31 March 2019 2019438318 46,100 - 46,100
Net book value IRERE
At 31 March 2019 12019%3H31H 130,056 7,243 137,299
2018 20184
Cost 3%
At 1 April 2017 201744818 14,373 35677 50,050
Additions WE 34,095 32,520 66,615
Transfers EEE 20,310 (20,310) -
At 31 March 2018 R2018%3H31H 68,778 47,887 116,665
Accumulated amortisation Ratisy
At 1 April 2017 ®2017%F4HF1H 11,883 - 11,883
Charge for the year F P 9,127 - 9,127
At 31 March 2018 R2018%3H31H 21,010 - 21,010
Net book value IRERE
At 31 March 2018 72018%3H31H 47,768 47,887 95,655

WEST KOWLOON CULTURAL DISTRICT AUTHORITY FEAX K EEEF
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MHUARBEFEEEZEH NIRRT
EE/(RR)
(@) SEEETFR

14 Financial assets/(liabilities) at fair value through
profit or loss

(a) Placements with the Exchange Fund

The Group and the Authority

Principal amount NG
Interest earned but not withdrawn at RSB EAEBREYER
the reporting date HAREIFI R

i EREERD

Less: Non-current portion

Current portion REER D

SEREER
2019 2018
HK$'000 HK$'000
AETT BT
10,300,000 10,300,000
2,802,763 2,278,678
13,102,763 12,578,678
(6,500,000) (10,300,000)
6,602,763 2,278,678

The placements, by way of credit facilities entered into between the
Authority and Hong Kong Monetary Authority (“HKMA"), have a term
of six years from the respective dates of placements. Under general
terms, the Group is not able to withdraw the principal amounts before
the maturity dates. The principal amounts of HK$3,800 million and
HK$6,500 million (which was placed on special terms) will be repaid by
HKMA in October 2019 and January 2022 respectively.

The rate of return on the placements, which is determined annually in
January and payable annually in arrears on 31 December, is calculated
on the basis of the average annual rate of return on the Investment
Portfolio of the Exchange Fund over the past six years or the average
annual yield of three-year Exchange Fund Notes in the previous year
(subject to a minimum of zero percent), whichever is the higher. This
rate has been fixed at 2.8%, 4.6% and 2.9% per annum for January to
December 2017, 2018 and 2019 respectively.

The Group has designated the placements with the Exchange Fund as
“financial assets at fair value through profit or loss". The financial assets
are denominated in HK$.

WEST KOWLOON CULTURAL DISTRICT AUTHORITY Fa Xk EEIEF
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BRI RE B B B E65F o BRR—RIERMS
EETHERIAEMNRRELS - FENERTHAR38
BT RE5EAETT REFFIIFRER - MEERRIHR
20195108 K2022F 1 BRE °

FERWEIHREESFIBEEENEFE12A31HEK - [O
REREZRIINERESHIREAETEREENTYEERED
R SSFEHINEESESE F—EEENTYEERE
E (0% A TIR) 518 » LmERRSERLE - 20174 »
2018 KX 2019F1 B E12B ZRIREAFIEEHBEEX
2.8% * 4.6%/%2.9% °
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MMUAREBEEFEBESEHFNIGRAEH
&=/ (&) (8@

(b) EHASMESHY

14 Financial assets/(liabilities) at fair value through
profit or loss (Continued)

(b) Forward foreign exchange contracts

The Group and the Authority

SEEREER
2019 2018
HK$'000 HK$'000
BT BT T
Assets BE
Current portion TRENERSY
« Forward foreign exchange contracts o EHINESL = 55
Liabilities aff
Current portion TRENER S
« Forward foreign exchange contracts o EEINESL = (6,589)

During the year ended 31 March 2018, the Authority had entered into a REZE2018FE3A3MHILEE » BEFFIL L ERIINE

number of forward foreign exchange contracts. The notional principal
amounts of outstanding forward foreign exchange contracts were
equivalent to HK$835 million in total when translating foreign currency
amounts using spot rates at the balance sheet date. The maturities
of the contracts fall within one year of the balance sheet date. All of
the contracts matured during the year ended 31 March 2019. As at
31 March 2019, there were no outstanding forward foreign exchange
contracts.

As at 31 March 2018, the fair value of the forward foreign exchange
contracts was calculated as the present value of expected future cash
flows relating to the difference between the contract rates and the
market forward rates at the balance sheet date.

15 Other current financial assets

BH o MARBENERPINESHNZ ZEASUEEARBR
IR IR EERIGEIT S A8.35EH8TT « ZEAXHZIEAR
AHEEABEXRFEIRABIERN - FFEALNREZE2019438
31HIEFEZH - R201943831H » W& RZHME
HINE ALY o

R2018%F3H31H @ EHIMNEAHHNARBHERKREESR
ERERBNAHEXRE TS EIRER  Z R fhEH R
KIRIRETIR(E ©

15 HittREEREE

The Group and the Authority
SEREER

2019 2018
HK$'000 HK$'000

Debt securities measured at FVOCI

HEER RS
« Listed in Hong Kong - EEB LM
Available-for-sale investments A ERE

¢ Debt securities listed in Hong Kong

- EEB LTHNEEES

BT BEETIT

BURREETE B HEE) :.Jr)\Eﬁﬂé

- 106,367

Note:

Available-for-sale investments were reclassified to debt securities measured at
FVOCI (recycling) upon the initial application of HKFRS 9 at 1 April 2018 (note 2(c)
().
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16 B 5 REAFELR

16 Trade and other receivables

The Group The Authority
£/ EIEG
2019 2018 2019 2018
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BHETIT
Trade receivables BB (a) 3,002 : - 3,002 ° -
Amount due from the Government FEIRE 45 5l 1T @ BUF
of HKSAR Z&E (b) 306,007 278,550 306,007 278,550
Amount due from Hong Kong EREEEEEEE
Jockey Club Charities Trust ErEEZ &5 18,448 13,845 18,448 13,845
Other receivables, prepayments  ELfBFENER « TEAIRER
and deposits P &iieed (© 23,712 11,888 22,992 9,895
351,259 304,283 350,539 302,290
(a) Tradereceivables (a) ESFEWER

The Group's trading terms with its customers are mainly on credit,
except for ticketing operation of WKCDA programmes, where payment
in advance is normally required. The credit period is generally one
month. The Group seeks to maintain strict control over its outstanding.
Overdue balances are reviewed regularly by management. In view of
the aforementioned and the fact that the Group's trade receivables
relate to a large number of diversified customers, there is no significant
concentration of credit risk. Trade receivables are non-interest-bearing.
They are stated net of loss allowance.

Impairment of trade receivables (applicable from 1 April 2018)

The Group applies the simplified approach to provide for expected
credit losses prescribed by HKFRS 9, which permits the use of
the lifetime expected loss for all trade receivables. To measure the
expected credit losses, trade receivables have been grouped based on
shared credit risk characteristics and the days past due. The expected
credit losses have also incorporated forward looking information.

The trade receivables mainly relate to financial institutions and tenants.
Their recoverability was assessed with reference to the credit status
of the debtors, and the expected credit loss as at 31 March 2019 is
considered to be minimal.
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16 Trade and other receivables (Continued) 16 EHRHMMEKR (&)

(b) Amount due from the Government of HKSAR (b) BREBSITRERNZEE
The Authority entered into several agreements with the Government ERFBEBNTIIZ0HE  MARBFETHIEBINE
for carrying out government entrustment works on its behalf. The FIRE - EEEBEFEREESERMEEE X FHRIE
Group agreed with the Government to receive reimbursements from REFBMETETEEIRELURHGER - BEHSERR
the Government or entrust some construction works of the Group to T REUREBEETIRERSIEERNTER ZIHAE
offset the balance. They are unsecured, interest-free and generally due 7 - FEERE BB RAR R EINEERY -

for settlement in the following month after the work being certified. The
expected credit loss is considered to be minimal.

(c) Other receivables, prepayments and deposits (c) EfthFEWEr - TEHIRFRRIRE
Other receivables, prepayments and deposits mainly included HithEWR ~ EMIRRRIEE T EOIELEERANTEMIR
prepayment for operating expenses and deposits for office rental and RURMAEREMRMEIRE © R2019F3831HMTE
utilities. The expected credit loss as at 31 March 2019 is considered to HIEEEER AR BRI
be minimal.
17 Amounts due from / (to) subsidiaries 17 B/ (1) B RARIZEE
The amounts due from / (to) subsidiaries are unsecured, interest-free FEWL / () B A 2 &3 AR - R B RIBHENRE
and repayable on demand. i
The movements of the amounts due from subsidiaries are as follows: FEWHIB A B 2 SRE2 BT :
The Authority
BHEE
2019 2018
HK$'000 HK$'000
BT BT T
At1 April RaB1H 200,826 | 141,619
Additions 2E 172,998 | 149,207
Impairment losses BEEE (443,959) | -
At31 March M3B31H 19,865 290,826

WEST KOWLOON CULTURAL DISTRICT AUTHORITY Fa Xk EEIEF
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18 Cash and bank balances

Time deposits with original maturities of three

FREEEA=ERRMUNZ

months or less TEEIFR
Cash at bank and in hand WITERNIRE
Cash and cash equivalents REKFREEEY

Time deposits with original maturities over three [REHFRBE=E8 =
months EHFER

Cash and bank balances e RIRITHEER
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18 REKIRITLHEER
The Group and the Authority

SEREER
2019 2018
HK$'000 HK$'000
BT BT
1,304,500 100,362
3,122 4,642
1,307,622 105,004
882,499 5,170,758
2,190,121 5,275,762

19 Amount due to M+ Collections Trust

The amount due to M+ Collections Trust is unsecured, interest-free and
repayable on demand.

19 fE{tM+ Collections TrustZ£%8

FEfIM+ Collections TrustZ £28AEIKIH - RERIREA
BRFEE -

The Group The Authority
&5 EEE

2019 2018 2019 2018

HK$'000 HK$'000 HK$'000 HK$'000

BT BT BETT BT

At 1 April R4B1H 552,757 604,292 552,757 631,800
Amount due from a subsidiary ERMB AR 25 - - (56,864) (70,479)
Assignment [ 12 (67,044) (51,535) (10,180) (8,564)

At 31 March TR3B31H 485,713 552,757 485,713 552,757

WEST KOWLOON CULTURAL DISTRICT AUTHORITY Fa Xk EEIEF
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20 BE5 R E B

20 Trade and other payables

2019 2018
HK$'000 HK$'000
BT BT T
The Group £H
Trade payables B 8,960 1,654
Payables and accruals for construction BEENZ MR
contracts FEFHIRER 1,256,954 796,240
Provision for annual leave entitlements and AIZHEREE X
MPF contributions BEE AR 12,110 6928
Accrued contract gratuity FERH# MBS 19,571 16,287
Contract liabilities BRaE 14,981 -
Deposits received EliRe = 1,224
Other payables and accruals (note) HABFEN R FESTIRR (GERR) 417,040 301,725
1,729,616 1,124,058

2019 2018
HK$'000 HK$'000
AETIT BT T
The Authority EEF
Trade payables B 3,707 1,231
Payables and accruals for construction BEEHNZEMAT R
contracts FEFTIRER 965,734 796,240
Provision for annual leave entitlements and =B FREE K
MPF contributions EES IR 10,856 6,159
Accrued contract gratuity FERTETmEN S 16,032 16,164
Contract liabilities aRaE 11,426 -
Deposits received S eea - 1,224
Other payables and accruals (note) HABFES R AERTIR GEfR) 401,207 290,957
1,408,962 1,111,975

Note: SERE

As at 31 March 2019, other payables and accruals included payables for R2019FE3A31H » HttEMFRKEIRREEBNETIRE
construction contracts for government entrustment works amounting to HK$266 ZEEBHIIENF2.66(278TT (20184 : 1.87{=%ETT) ©

million (2018: HK$187 million).

21 Deferred income 21 EEWA

On 29 June 2017, WKCDA signed a Collaborative Agreement with R2017F6H29H - BEFHENEEYRES:] 1S
the Palace Museum to develop HKPM at WKCD. The design and EURBENEREEENEXMIEYE - EEWEXLiEY
construction costs of the HKPM are funded by a donation of HK$3.5 BN R eSS EE e EETESMN3RE
billion from Hong Kong Jockey Club Charities Trust (‘HKJCCT"). BITIBRIRT

As at 31 March 2019, HK$204.8 million (2018: HK$34.9 million) out of R2019FE3H31H @ #£2.067/8E 7T (20184 : 34908 %
HK$206.7 million (2018: HK$34.9 million) was received / receivable IT) FI2.048(=4 7T (20184 : 34908 E7T) AR / FEUR
from HKJCCT. EEERRREGTESHFE -
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22 Capital and reserves

(a)

Capital

On 4 July 2008, the Finance Committee of the Legislative Council
of HKSAR approved an upfront endowment of HK$21.6 billion to the
Authority for developing WKCD.

Pursuant to section 22(2) of the WKCDA Ordinance, the Authority
shall (a) manage its finances (including resources) with due care and
diligence; and (b) ensure the financial sustainability of the operation and
management of arts and cultural facilities, related facilities and ancillary
facilities.

(b) Distribution reserve to M+ Collections Trust

(c)

In relation to the upfront endowment of HK$21.6 billion, an amount of
HK$1,214 million has been designated for the acquisition of museum
collection. Upon the establishment of the Trust during the year ended
31 March 2017 (note 12(a)), the Authority has set up the distribution
reserve to M+ Collections Trust and transferred an amount of HK$1,214
million from the endowment fund, which was held on behalf of the
Trust as the Trust's capital fund, to M Plus Collections Limited to hold
on behalf of the Trust as the Trust's capital fund for the acquisition of
museum collection.

Details of the assignment of museum collection from the Group to the
Trust have been set out in note 12(c).

FVOCI reserve and fair value reserve

The FVOCI reserve comprises the cumulative net change in the fair
value of debt securities measured at FVOCI under HKFRS 9 held at
balance sheet date (note 2(j)(i)). Prior to 1 April 2018, the fair value
reserve included the cumulative net change in the fair value of available-
for-sale investments held at the balance sheet date in accordance with
HKAS 39.

23 Banking facilities

The Group has uncommitted money market line facilities of HK$250
million (2018: HK$250 million). Interest is payable on amounts drawn
down at a rate related to Hong Kong Inter-bank Offered Rate. There was
no outstanding balance as at 31 March 2019 and 31 March 2018.
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22 E&RfEE

(a)

(b)

(c)

23

B
R2008F7H 48 » HBFATREILEEMEZEZER
BEEFRE—EBEN216[EETLELRAN

RB(BEEGDFE2202)F - EERBRCUEEHZEENER
HEBNE )  EEAMB(BEER) | ROHEREEN
EEBM MR B REN B REEME LR R

Bt o

M+ Collections TrustZ2 2k {E

F216EETTAIEIRENS - —F 12148 TNSER R
ERARBEEYERR ° EEEREE2017F3831H1E
FEER% (Hi3E12() @ BEBERMIETZHIRERE -
W IR P EE— 12148 TS E (RRETEE
TEBISFEMEARES) FM Plus Collections Limited ({X&R(E
SNEEARGRENERER) - ARESRYERS

EEAEREREERROFBEHNME12()

AR EEE S A SERBGHE
RAsSEERHE

ManBEFEBESEH T ANEMSERENFEFHESER
BEERRRGEIRAFE ZRB(EBUBRSEANFEREZ

AREERFTEEFE FIEE20)0) ° KR20185F4781HE -
AABEEFREEERB(EEEFER)EIRNEEAR
FERAR B ZAIHHEREZ AN BEREETHE -

HRITEERH

E@E] 7T —IEEE25RBIT (20184 : 2.5FBT) Z3E
AEEBTBEERE - AIRUEBRTEEREBREX
FAL%ETE - R201943831H%20184E3831 Al EX
FRIEEE -
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24 Commitments

(a) Operating lease commitments

Commitments for total future minimum lease payments under non-

cancellable operating leases are as follows:

24 EiE
(a) EEHEHRIE
RS SEHE 2 AR RAS RIBRENT

The Group The Authority
£E EES

2019 2018 2019 2018
HK$'000 HK$'000 HK$'000 HK$'000

Land and buildings TR AERE
* within one year o —FQN

« after one year but within o —IF%E
five years AEN

BT BT BETT BT T

14771 18961 10,180 | 9,847

4877 8,266 | 4189 3,633

19,648 27,227 14,369 13,480

(b) Capital commitments

Commitments in respect of capital expenditures on property, plant and

equipment and intangible assets are as follows:

(b) EAREIE
BYE - BERRENEYEESAERNAEINT :

The Group and the Authority

EEREER
2019 2018
HK$'000 HK$'000
BT BHETIT
Contracted but not provided for (note) EEEREE GEHF)
« Property, plant and equipment o M - B KRS 10,182,382 4,920,339
« Intangible assets - B EE 33,813 29,827
10,216,195 4,950,166
Authorised but not contracted for EfEERELD
* Property, plant and equipment o MIEE - B KERE - 3,152,800
« Intangible assets - mELEE 1,643 400
1,643 3,153,200
WEST KOWLOON CULTURAL DISTRICT AUTHORITY BBA Xk R EIEE
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24 Commitments (Continued)

(b) Capital commitments (Continued)

Note:

As at 31 March 2019, apart from the foregoing, commitments relating to
government entrustment works of HK$1,951.5 million (2018: HK$2,065.7 million)
were contracted but not provided for.

The Authority terminated the employment of Hsin Chong Construction Company
Limited (“Hsin Chong") under the M+ Main works contract on 17 August 2018.
On 24 September 2018, the Authority entered into an entrustment agreement
with its wholly owned subsidiary, Blue Poles Limited to complete the construction
of the M+ Museum project on its behalf, including the novation of subcontracts,
the completion of works entrusted under the M+ Main Works Contracts, etc.
The Authority also engaged Gammon Construction Limited as the management
contractor to oversee the project. Based on the Contract Administrator estimates,
the Authority is reassessing the total capital project costs for M+ Museum project
and any potential additional costs have not yet been included. Following the
termination of the contract with Hsin Chong, the Authority is pursuing to recover
the full value of the performance bond of HK$297 million from AIG Insurance
Hong Kong Limited, pending high court judgement.

25 Material related party transactions

(a) Parties are considered to be related to the Group if the parties have the

ability, directly or indirectly, to control the Group or exercise significant
influence over the Group in making financial and operating decisions, or
vice versa. For the purpose of the statement of accounts, transactions
between the Group and Government departments, agencies or
Government controlled entities, other than those transactions such
as the payment of government rent and rates, fees etc. that arise in
the normal dealings between the Government and the Group, are
considered to be related party transactions. In addition to the balances
and transactions detailed elsewhere in this statement of accounts,
the Group had the following material transactions with related parties
during the year:
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24 &iE (4)
(b) BAHHE(E)

FEAR

R2019F3A318 » IRTEIHREIN  BRABNFETEIIEZK
EEEA19.515H87T (20184 : 20.657f2H87T) EELBERIE
o

EEF/N2018F8A17HREMHEYETETIRGLIKIEE
FRMEEERERAR (THE)) - R201859H241 @ EEF
EEE S &I/ F)Blue Poles Limitedz] 37 &5t - ARHE
EM+EYIEREREE TR - SEMHIRNEHNES « R
BMHEYETETRSHETNIES - EERTEREMIE
FERAAGHEEEEAER  AEREER - RESHNE
BAMGE  BEBREENHEM-EYEREEBVEEREBR
RURAEM R B IEEPIRSEERINLAE « ERIEFENELN
% EERRERNEAXTERBEEERAFKEILBEEIRF
BE297FAT - REFBESEARELFIR -

25 EKEMARS
() MB—F e EER TR E AR ENNEEN

MBNEERK - ZH—AAIRAEENEEET - R2Z7R
R MAIRBRERMES - EEEBUFERF] - BEBTE
HERZENRS @ REAFEEBRIESEREIN it
1 ZMRBRFN  WRERBAIRS - REAFE - I
AR B MR EM A R ERR R R S - S EEE R
TETUTERRS :

The Group and the Authority

Income from placements with the Exchange INEES TN
Fund (note 14(a)) (FizE14(0))
behalf of the Government of HKSAR BUFZEEIR

of HKSAR for carrying out some government T2 Z{Ef
entrustment works

the Government of HKSAR FrefERR A

Government entrustment works carried outon  REREBIIIITHREBFETZ

Reimbursements received from the Government IENE B4 5T R EBATEEEST

Salaries and related costs of secondees from  FBIFATHERAFERE TH

SEREER

2019 2018
HK$'000 HK$'000
ABETT BT
524,085 396,309
(710,647) : (520,107)
683,191 523,669

5,906 -
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25 Material related party transactions (Continued)

(b) Assignment of the museum collection to M+ Collections

(c)

Trust

The M+ Collections Trust was established for the purposes to hold
the beneficial ownership of the museum collection for the benefit of
the Hong Kong community whereas M Plus Collections Limited, a
subsidiary of the Authority, acting as the Trustee of the Trust holds the
legal interest in the museum collection in trust for the Trust.

Details of the assignment of museum collection from the Group to the
Trust have been set out in note 12(c).

Key management personnel remuneration

Details of the remuneration of Senior Executives are disclosed in note 7.

26 Financial risk management

(a)

(@)

Financial risk factors

Risk management is carried out by the Group under approved policies.
The Group identifies and evaluates financial risks, and provides
written principles for overall risk management. A treasury team in the
Finance Department is dedicated to the day-to-day management and
investment of the funds.

Foreign currency risk

The Group's functional and presentation currency is HK$. Its foreign
currency risk arises mainly from its financial assets or liabilities
denominated in currencies other than HK$.

A set of investment guidelines covering investment limits, risk
management and controls is used to manage the Group's foreign
currency risk. As at 31 March 2019, the Group did not have any
significant foreign currency risk. As at 31 March 2018, the Group's
foreign currency risk exposure arose from its bank deposits and
investments in debt securities that were denominated in foreign
currencies, and forward foreign exchange contracts.

The following table details the Group's exposure at the balance
sheet date to currency risk arising from significant financial assets
denominated in foreign currencies including United States Dollar
(“USD") and Euro (“EUR"). Other than the items set out in the table
below, all financial assets and liabilities at the balance sheet date are
denominated in HK$.
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BERFEABRARS (B)
ERIEYEER MM+ Collections Trust

BIZM+ Collections TrustZz B2 A& BLENAIFIEE
EYEBRN B IESE » MM Plus Collections Limited
(EERMHBATMEAETNZTAN) BARETFERE
e IEY R AR -

EEAETEEEERRNF IR HNMEE12(c) -

FASREEASME
RTHA B R R TIRE -

MHEEmREE
B EBRER

EERBEEBRETRARERE - EERMA K EHEBER
B RHEERDFRENERERE - MBHZES
HNEIAERRESEEIRESR

SN RRR

BEAEENINEERRIBEY - SENMEEREE
REHIFLUBATHEEMRIMEERIBEEN A -

SEZE—FERERERE - AREERZHINKZER
5| - ANEEEERNIMEERR - )R2019F3831H » £E
WA ERINERR © 1R20185FE3831H » EEAEM
INEE R BRZR B NS R HE Z SRITE R R EB B HRE - L
BREBINEGHY ©

TREJIEEREESBERERAFEAEIMNE (BFEXT
KERTT) sHEZ EXEREERS A0SMNERERR © BRTRAT
JIEBS  FrEEMEERARTEEESBERERE BN
BITEHE



26 Financial risk management (Continued)

(a) Financial risk factors (Continued)

(i)

(ii)

Foreign currency risk (Continued)

Time deposits with original RESHBBE=EAZ
maturities over three months EHFERMEER
and cash and cash equivalents HEEEY

Bank interest receivables FEERITFIR

Available-for-sale investments AR ERE

Gross exposure arising from REETEERAEBEEZ
recognised assets and liabilities BER

Notional amounts of forward =EAINE S
foreign exchange contracts HEEH

Overall net exposures BRRERE
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26 M EREIE (F)
(a) MEEREEZR (5

() SNEE RS (48)
The Group and the Authority
EERERR

2019 2018
UsbD EUR USD EUR
=T BT =TT BT
HK$ million HK$ million HK$ million HK$ million
BEEHETT BETHETT BHEEETT BEEETT
- - 1,567 105
= = 18 -
- - 106 -
- - 1,691 105
- - (730) (105)
o

The Group manages its foreign currency risk by closely monitoring
the movement of foreign currency exchange rates against HK$ as
compared to the weighted average conversion rates. Forward currency
exchange contracts were also used for managing the Group's currency
exposure. It is assumed that the pegged rate between the USD and
HK$ would not give rise to significant foreign currency risk in USD.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market
interest rates. As at 31 March 2019, the Group's interest-bearing assets
include the placements with the Exchange Fund and the bank deposits.
Whereas the return of the placements with the Exchange Fund is
determined annually (note 14(a)), the bank deposits bear interest at
fixed rates. Since the bank deposits are all stated at amortised cost,
their carrying amounts and the Group's loss for the year will not be
affected by changes in market interest rates.
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26 Financial risk management (Continued)

(a) Financial risk factors (Continued)

(iii)

(iv)

Credit risk

Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in a financial loss to the Group. As at
31 March 2019, the Group's credit risk is the risk that counterparties
may default on its placements with the Exchange Fund, bank deposits
and trade and other receivables.

The Group believes it is prudent to place part of the funds with the
Exchange Fund and expects HKMA to meet its contractual obligations
to the Group in respect of the placements.

The Group sets limits on its exposure to the approved list of banks
/ institutions. To ensure that there is no significant concentration of
credit risk to a single counterparty, balance with each bank / institution
is subject to a maximum exposure limit based on factors such as
overall deposit base and capital base of the bank / institution and funds
under management. In addition, based on the prevailing economic and
financial development, the approved list of banks / institutions and the
exposure limits are regularly monitored, revised and updated.

The trade receivables mainly relate to financial institutions and tenants.
In view of the fact that the Group's trade receivables relate to a large
number of diversified customers, there is no significant concentration
of credit risk. Their recoverability was assessed with reference to the
credit status of the debtors, and the expected credit loss as at 31
March 2019 is considered to be minimal.

Amount due from the Government of HKSAR mainly relate to the
receivables under the entrustment agreements signed with Civil
Engineering and Development Department, and these amounts are
under back-to-back arrangement which are to be reimbursed from the
Government.

Liquidity risk
The Group's policy is to regularly monitor current and expected liquidity
requirements to ensure that the Group maintains sufficient reserves of

cash and adequate undrawn uncommitted banking facilities to meet its
liquidity requirements in the short and long terms.

Accrued contract gratuity is payable without interest upon satisfactory
completion of the employment contract or each successive period as
specified in individual employment contract. Other financial liabilities
of the Group at the balance sheet date do not bear interest and are
payable within one year or on demand.
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(a) MEEREEZR (5

(iii)

(iv)

(EEl

FERREHFIREREANECEREBHREHBE
BEWEE - 120194638310 ' SENGEERBRIEHTFA
FREITEINEEES TR - RITERTE S REMAE R
IRFRME MR E

SERERSTPESFRNIIEEERFEME - WIRH
SERERITHEEEBRERZGHRRK -

SEEHEZAERTT / MIBREREERRAEIRER - /RS
BEERBREAETRE—HTTT  REXKRT/HBBN
BEYRERRARAERE - MIREDERZERT
| BN ERERENELAENEE L E2ERAME © It
S ARBEREENERI0RRE - CROERIRIT / HERE
PR E AR IRAR S R HARSER ~ BRI ©

BERBRERS RERMEENER - BREENESE
WKL RAERRAES » AEEENEEETER - K
AKEITEESEEBANEERRTE - MiR2019%3A8
31 BVTEIRE SRR R R BRI -

EREBFITRERN 2 BT ES RETATRER
ZAINETHRNEIRR - MERREREHERHE
Wi EREAFHER o

nREEEER

KB BRR R RRRR RIRHRRAESES TR - DUE
REFEFTENREHR R BHNRE AIEAERT
EERELENEGH R RIBRESHETFTER

R E ARE RS - RRNMEREONEEIRES
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26 Financial risk management (Continued)

(a) Financial risk factors (Continued)

(v) Sensitivity analysis

Foreign currency risk

As at 31 March 2019 and 2018, the Group was not exposed to
significant foreign currency risk.

Interest rate risk

The Group is exposed to financial risk arising from changes in the
rate of return on the placements with the Exchange Fund, which is
set annually in January. Based on the balance of the placements
with the Exchange Fund as at 31 March 2019, if there were an
increase/decrease of 0.1% (or 10 basis points) in the current
year rate of return, it is estimated that, with all other variables
held constant, the Group's income from the placements with the
Exchange Fund would have increased/decreased by approximately
HK$13.1 million (2018: HK$12.6 million) a year on an annualised
basis.

The Group is also exposed to interest rate risk due to the
fluctuation of the prevailing market interest rate on bank deposits.
Based on the time deposits balance as at 31 March 2019, if there
were a general increase/decrease of 0.1% (or 10 basis points) in
the annual interest rates on the same date, it is estimated that, with
all other variables held constant, it would decrease/increase (2018:
increase/decrease) the Group's loss (2018: profit) for the year by
approximately HK$2.2 million (2018: HK$5.3 million) a year.

The sensitivity analysis on the exposure to interest rate risk stated
above has been determined assuming that the change in interest
rates had occurred at the balance sheet date and had been applied
to the time deposits in existence at that date.
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26 Financial risk management (Continued)

(b) Capital risk management

(c)

The Group's objectives when managing capital are to safeguard the
Group's ability to continue as a going concern and ensure the financial
sustainability of the operation and management of the arts and cultural
facilities, related facilities or ancillary facilities of WKCD.

The Group's working capital is mainly financed by the Government's
upfront endowment. Under the WKCDA Ordinance, the Group is
required to manage its finances with due care and diligence and invest
the capital of the Group in a financially prudent manner.

Fair value estimation
Financial assets/(liabilities) carried at fair value

The following presents the assets and liabilities measured at fair value
or required to disclose their fair value in this statement of accounts on
a recurring basis at 31 March 2019 across the three levels of the fair
value hierarchy defined in HKFRS 13: Fair Value Measurement, with the
fair value measurement categorised in its entirety based on the lowest
level input that is significant to the entire measurement. The levels of
inputs are defined as follows:

* Level 1 (highest level): quoted prices (unadjusted) in active markets
for identical assets or liabilities that the Group can access at the

measurement date;

* Level 2:inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly or indirectly;

* Level 3 (lowest level): unobservable inputs for the asset or liability.
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26 Financial risk management (Continued)
(c) Fair value estimation (Continued)

Financial assets/(liabilities) carried at fair value (Continued)

The Group and the Authority

EERERR
Level 1 Level 2 Level 3
1R 24K 53R
HK$ million HK$ million HK$ million
AEEHETT BEEHETT BEEERT
2019 20195
Financial assets at fair value through URREEFGTEEHEEEA
profit or loss BHNERIEE
Placements with the Exchange Fund INEREEER
(note 14(a)) (BtEE14(a) - - 13,103
At 31 March 2019 R20195F3H31H = - 13,103
2018 20184
Financial assets at fair value through UNREEGTTEEEEEAN
profit or loss ERNESREE
Placements with the Exchange Fund INEESFER
(note 14(a)) (FtzE14(0)) - - 12,579
Available-for-sale debt securities (note 15): Bt E &S (HIEE15) :
- Listed —km - 106 -
Financial liabilities at fair value through UNREETERE SN
profit or loss BaEEmas
Trading derivatives: P RFITH
- Forward foreign exchange contracts —EHNES LY
(note 14(b)) (FiFEE14(b)) - @) -
At31March 2018 1201843A318 - 99 12579

The fair value of financial instruments traded in active markets is
based on quoted market prices at the balance sheet date. A market is
regarded as active if quoted prices are readily and regularly available
from an exchange, dealer, broker, industry group, pricing service, or
regulatory agency, and those prices represent actual and regularly
occurring market transactions on an arm'’s length basis. These
instruments are included in Level 1.

EEETSEENEMTANARBERBEERERE
RENTSHREIIR SREVHBNERRESTR S
- RBE - B ENAL - EERBEREEHEE
B MZFRERRBRLATRZELETHNERNERT
BRGE  ZISHRAER - WETESEESE 1R -
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26 Financial risk management (Continued)

(c) Fair value estimation (Continued)
Financial assets/(liabilities) carried at fair value (Continued)

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. These valuation techniques maximise the
use of observable market data where it is available and rely as little as
possible on entity specific estimates. If all significant inputs required
to fair value an instrument are observable, the instrument is included in
Level 2. Available-for-sale investments and forward foreign exchange
contracts of the Group are included in Level 2, which were matured and
derecognised during the year ended 31 March 2019.

* Description of the valuation techniques and inputs used in Level 2
and Level 3 fair value measurement

As mentioned in note 14(b), at the balance sheet date, the fair value
of forward foreign exchange contracts is calculated as the present
value of expected future cash flows relating to the difference
between the contract rates and the market forward rates at the
balance sheet date.

If one or more of the significant inputs is not based on observable
market data, the instrument is included in Level 3. The placements
with the Exchange Fund are included in Level 3. Its fair value, which
is determined with reference to the estimated rates of investment
return for future years, approximates its carrying value.

e Movementin Level 3 fair value measurement

At 1 April R4B1H

Income from placements with the Exchange ~ IRIBRERTHERZ
Fund recognised in the profit and loss INER S
account FERUN

At 31 March M3A31H

26 MHEREE ()

(©) AsEERE ()
BARAEEDIRE = EE (G (&)
REEERTSEENESRM TR (PIIISIMIETR) KA
AEE  EHBRLERTEE - LEHERTEEFNAR
BxmissiE (s - REMRETRREMLE - 10
AE-ESMTANQAAEBERTNAEERBAZES
AIEREHIE - AR TERIING 24 - EENAHEERE
FEHASNESHIRIINE24R - WRBZE201963/831H1E
FREFIEAAILFERR -

+ RE2ERFEIGAABEFEERZAERMEBA
BEER

BANMEE14(0)FTR - REEGEREIRD - EHIMNE
BHNAREERREEBEREIRENGLFIXRES
SRR R 7 ZREEMERNARRR SIRE -

W—ERZEEABAEEWFRIETRRTSEE
AIZTEBIINEIR - SMNEESTRRIINEIL -
A RBERSERRBFOLHRELREER
T EARBEENAEIREE -

The Group and the Authority

SEREER
2019 2018
HK$ million HK$ million
BEEET BEEET
12579 12,182
524 397
13,103 12,579
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26 Financial risk management (Continued)

(c) Fair value estimation (Continued)

Financial assets/(liabilities) carried at fair value (Continued)

Quantitative information of the significant unobservable inputs
and description of valuation techniques used in Level 3 fair value
measurement

The fair value of financial assets that are grouped under Level 3
is determined by reference to the estimated rates of investment
return for future years. Changing unobservable inputs used in Level
3 valuation to reasonable alternative assumptions would not have
significant impact on the Group's profit and loss account.

During the years ended 31 March 2019 and 2018, there were no
transfers between Level 1 and Level 2, nor transfers into or out of
Level 3.

27 Comparative figures

The Group has initially applied HKFRS 15 and HKFRS 9 at 1 April 2018.
Certain comparative figures have been reclassified to conform with the
current year's presentation of the financial statements. Further details
of the changes in accounting policies are disclosed in note 2(c).
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