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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 123
to 173 (the "Statement of Accounts”), which comprise:

* the consolidated balance sheet of the Group and the balance sheet of
the Authority as at 31 March 2020;

* 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;

* 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 2020, 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), and Five-year Financial Summary which we obtained prior to the
date of this auditor's report, and all other information to be included in the
2019/20 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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WEST KOWLOON CULTURAL DISTRICT AUTHORITY FEA XV B ETEF

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:

¢ |dentify 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.

ANNUAL REPORT 2019/ 20 B 43R4

INDEPENDENT AUDITOR'S REPORT
1837 % AT 3R

BB S
HEAXVEERER (8)
(BN EEEBRFINIREBALIL)

EERMIRE RRARKENEE

EERARERBEEGMATEAN(TEBMBERSLED)
MEAXCEEERREIFEERMTERIRERE -
EEFRABEIRE HBROBHE T FERREEFEERMEK
REORFT RIS & E o

ERBIRERRE  EERAEFAEEREERFECEN
RETD  WTEEAER TIRBRFECEAMNEER - UKER
HEREREHER  RIFEERFEREERERERERN
B  HRIREMBERNERTE

BEEANATAREEEEENMBHRSEE

%E AT B 5Tk B SR RAENVERT

HMNER  BHIRERRERES T EEHNREFHERM
EFNWEAERREANSAERE  LHASERMARRNZ
RS - RFIERRB(BAXKEEERMRH) S 20RE
BT (FRER) RERMANER @ Rt 2SR ERIEHME
B o HAFERARENNBTEEAEMA L& EFREEM
Bif - GEERESKTIRE  BFERERR(FEEE
ANETHER  EE-EXERRAFERREER - ERR
W] AR EREFERERERE [ - AR A IETAE E M B IE s EARRER
A RERCEIR B R A E RIAIR B IMRFTELAVEERTE - Al
BRNERBA R RARFER

ERB(EBEE)ETEINEET - BRFIERTEEN
B - RIS T ERERERE - BT

o BRIMEHLERRRFFHERMENIRE RRFEEAER
BRRKER - Et RBITEMEF UEHELRRE - DUk
ERREEENENERS  FARMNSROER - &R
HEFHRES KRR - g - BRER - ERERL - 0RE
RPEESZ £ - IR AES IR EERGFMEBAI E R AR
BRARR R RS IR AR IR R R M S M E R EREAR
[

121



B 122

WEST KOWLOON CULTURAL DISTRICT AUTHORITY A XK B ETRF
ANNUAL REPORT 2019/ 20 A&k

INDEPENDENT AUDITOR'S REPORT
18 37 % S BT 3R

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)

Auditor’'s Responsibilities for the Audit of the Statement
of Accounts (Continued)

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
BEERUKES SRR
Certified Public Accountants
HEGTHED

Hong Kong, 23 June 2020
&7, 202056H23H
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STATEMENT OF ACCOUNTS
=S

PROFIT AND LOSS ACCOUNT
/@R

FOR THE YEAR ENDED 31 MARCH 2020
#E202063A31 HILFE

The Group The Authority
5L EEE
2020 2019 2020 2019
HK$'000 HK$'000 HK$'000 HK$'000
BETT BETIT BT BHETIT
Income ;9N : ;
Revenue el 3 53481 ! 18747 | 121,522 | 73,884
Income from placements with the INEESFRUN
Exchange Fund 331,112 524,085 331,112 524,085
Bank interestincome SRATHI SN 57,853 83,165 ! 57,853 | 83,165
Other investment income, net HARE RN SR 4 = 1574 | - 1,574
Net fair value gain on forward foreign EEFINES LI AAEE
exchange contracts W R - 7791 - 7,791
Net exchange losses EREIERE = (9.183) - (9,183)
442,446 626,179 510,487 681316
Expenses X :
Staff costs BImA 5 (335,038) | (278,644) (237,335) | (213,237)
Programmes and research EE R ER (92,320) : (84,048) (59,244) | (53,623)
Other operating expenses HithZhEER 8 (314,354) (230914) (279,800) | (193,104)
Net impairment losses on SRIBEERERE
financial assets SRR 17 - - (224,301) (443,959)
(741,712 (593606)  (800,680) (903923)
(Loss)/profit before depreciation,  REHFE. 4.
amortisation, finance charges and  BARSE RIS
income tax (E518)/F1H (299,266) 32573 (290,193) | (222,607)
Depreciation and amortisation HFTEE R (304,252) (88892) .  (299,785) (88,:892)
Interest expense on lease liabilites ~ AE&EFERH (728 - (504) -
Income tax PSR 9 - - - -
Loss for the year FEBHE (604,246 (56,319) (590.482)§ (311,499)

The notes on pages 131 to 173 are an integral part of this statement of
accounts.
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STATEMENT OF ACCOUNTS
L=ESES

STATEMENT OF COMPREHENSIVE INCOME
EHEK@ER

FOR THE YEAR ENDED 31 MARCH 2020
HZE2020F3831HILEE

The Group The Authority
&5 BB
2020 2019 2020 2019

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

BT BT BAETIT BT
Loss for the year EERE . (604,246) (56319)  (590,482) (311,499)
Other comprehensive income HihemEkss
Item that may be reclassified subsequently E1& FIREEFDLEE

to the profit and loss account: BHKRZIER :

Debt securities measured at fair value BRUAREETEEHE ST
through other comprehensive income NHEERENERES

- Transferred to the profit and loss — ECRFEREIERR :
account on redemption - 418 - 418
Total comprehensive loss for the year £ ERSIEMEE . (604,246) (55901) (590,482) (311,081)

The notes on pages 131 to 173 are an integral part of this statement of F131E2173ENMERAIRE MRS
accounts.



Non-current assets

Investments in subsidiaries
Property, plant and equipment
Intangible assets

Placements with the Exchange Fund
Right-of-use assets

Current assets

Museum collection

Placements with the Exchange Fund
Amounts due from subsidiaries
Bank interest receivables

Trade and other receivables

Cash and bank balances

Current liabilities
Amount due to a subsidiary
Amount due to M+ Collections Trust

Trade and other payables
Lease liabilities

Net current assets

Total assets less current liabilities

Non-current liabilities
Deferred income
Accrued contract gratuity
Lease liabilities

Net assets
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STATEMENT OF ACCOUNTS
LEEES
BALANCE SHEET
BESfAR
AS AT 31 MARCH 2020
1202043H31H
The Group The Authority
S EEE

2020 2019 2020 2019
HK$'000 HK$'000 HK$'000 HK$'000
i BHETTT BT BT
= - 50 50
14,525,136 11,105,306 | 14,525,136 @ 11,105,306
161,383 137,299 | 161,383 137,299
6,500,000 6500000 | 6,500,000 | 6,500,000
22,800 | - 14,962 | -
21,209,319 17742605 21201531 17,742,655
33,808 | 43925 - -
2163528 = 6602763 | 2163528 | 6,602,763
- - 35,363 | 19,865

19,866 8424 19,866 8424
586,385 ' 351,259 575,623 ' 350,539
2871072 © 2790121 | 2,866,982 | 2,190,121
5,674,659 9196492 = 5661362 9,171,712
- - 442,423 291,270

425,258 485713 425258 485713
2,026,438 1729616 | 1,553,077 | 1,408,962
21,782 : - 15414 | -
2473478 2215320 2436172 2185945
3,201,181 6981163 3225190 6985767
24410500 24723768 24426721 . 24728422
494,225 206,717 494225 206,717
14,299 12473 | 11,245 | 10,054
1,822 - 260 -
510,346 219,190 505,730 216,771

| 23900154 = 24504578 23920991 . 24,511,651
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STATEMENT OF ACCOUNTS
L=ESES

BALANCE SHEET (CONTINUED)

BEEAER(GE)
AS AP 31 MARCH 202
R202043831H
The Group The Authority
&5 EEE
2020 2019 pLoyl] 2019
HK$'000 HK$'000 HK$'000 HK$'000
BRETIT BT IT BT T BT T
Equity 1
Capital - Endowment from the B -BHBRITHER :
Government of HKSAR AR 23(a) 21,600,000 21,600,000 21,600,000 21,600,000
Distribution reserve to M+ Collections Trust
M+ Collections Trust 2O IKfEE 23b) | (1,214,000 (1,214,000) (1,214,000) . (1,214,000)
Retained profits and other reserves R B3I R HLAth 4 . 3514154 | 4118578 | 3,534,991 |  4,125651
23900154 24504578 23,920,991 = 24,511651
The statement of accounts on pages 123 to 173 was approved by the F£123F173EMIREHREKN20205F6 B 23HEEEFEERHX
Board of the Authority on 23 June 2020 and was signed on its behalf by: o WHMTATRREE :
The Honourable Henry TANG Ying-yen, GBM, GBS, JP Mr Duncan PESCOD, GBS, JP
[ERE S, KEMEE, GBS, JP ta&E5%4E, GBS, JP
Chairman of the Board Chief Executive Officer
EEREE TR

The notes on pages 131 to 173 are an integral part of this statement of F131E173EMHEA AR B RERAIEIEID o
accounts.



Balance at 1 April 2018
Loss for the year
Other comprehensive income
Debt securities measured
at fair value through other
comprehensive income:

Net movement in
fair value reserve

Total comprehensive income/(loss)
forthe year

Balance at 31 March 2019

Balance at 1 April 2019, as
previously reported

Change inaccounting policy -
HKFRS 16

Balance at 1 April 2019, as restated

Loss for the year and total
comprehensive loss for the year

Balance at 31 March 2020

1R2018%F4 5 1B A&

FERR

At EiE
BUAREEBER
BESARMEE
ek EsRS
RAfEEREZ
]

FELEIE (55)
e

1R201953831 BREEER

R201954B1B10EE:
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BIEREE— (BBME
HEEH)E163

20195481 AlES
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14202053831 ARIEER

WEST KOWLOON CULTURAL DISTRICT AUTHORITY BAAX K B EIRF

ANNUAL REPORT 2019/ 20 B #H& \ 127‘

STATEMENT OF ACCOUNTS
L=ESES

STATEMENT OF CHANGES IN EQUITY

EamEER
FOR THE YEAR ENDED 31 MARCH 2020
#%202043831 BILEE
The Group
&8
Capital - Distribution
endowment reserve to FvOCI
fromthe M+ Collections Reserve
Government Tust  BIAREENE
of HKSAR M+ Collections BHEERA Retained Total
g2-FENR Trust Hitre s profits reserves
TRERRER 2R i RERT iRt
HK$'000 HK$'000 HK$000 HK$'000 HK$000
AT BETT AU #ETR BETT
21600000 (1.214,000) @1g) 4174897 4174479 24560479
- - - (56319) (56319 (56,319)
- - 418 - 418 418
- - 418 (56319) (55.901) (55,901)
21,600,000 (1,214000) - 4118578 418578 24504578
2600000 (1214000 - 4118578 . 4118578 24504578
- - - (178 (178 (178)
21600000 (1214000 - 4118400 4118400 | 24504400
- - - (604.246) (604.246) (604.246)
21600000 (1214000 - 35W1%4 351415 . 23900154

The notes on pages 131 to 173 are an integral part of this statement of
accounts.
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STATEMENT OF ACCOUNTS
RE R

STATEMENT OF CHANGES IN EQUITY (CONTINUED)
EmEER (7))

FOR THE YEAR ENDED 31 MARCH 2020
HZE2020F3831HILEE

Balance at 1 April 2018
Loss for the year
Other comprehensive income
Debt securities measured
at fair value through other
comprehensive income:

Net movementin
fair value reserve

Total comprehensive income/(loss)
for the year

Balance at 31 March 2019

Balance at 1 April 2019,
as previously reported

Change in accounting policy -
HKFRS 16

Balance at 1 April 2019, as restated

Loss for the year and total
comprehensive loss for the year

Balance at 31 March 2020

1R20185F4 B 1H1IEER

FEFE

EtheHEE
EUAREET AR
BE\RMEE
Wt ES -
NBEEREZ
28

FESERT/ (5
a5

1R2019538 31 B LSS

1R2019E4B1BI0AEE -
FAEH

EHURED - (BEHE
HEEAF 6%

20195481 A&
]|

FEFERFESE

1A20206£38 31 B LSS

The Authority
EER
Capital - Distribution
endowment reserve to FvoCl
fromthe M+ Collections Reserve
Government Trust  MAREEHE
of HKSAR M+ Collections BEHEERHA Retained Total
ga-EEHnl Trust Hitre ks profits reserves Total
THEBRHER 25T e RERRF et ot
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT BRI BRI BT BRI AT
21600000 (1214000 | 4431150 L 4436732 24822732
- - (3114%9) (311499) (311,499
- - 418 - 418 418
- - 418 (311,499) (311,081) (311,081)
: 21,600,000 (1:214,000) : - 4,125,651 : 4,125,651 : 24,511,651
21,600,000 (1,214,000) - 4,125,651 4,125,651 24,511,651
- - - (178) (178) (178)
21,600,000 (1,214,000) - 4125473 4125473 24,511,473
- - - (590,482) (590,482) (590,482)
21,600,000 | (1,214,000) 3534991 | 3534991 23,920,991

The notes on pages 131 to 173 are an integral part of this statement of
accounts.
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STATEMENT OF ACCOUNTS
IR B iR
STATEMENT OF CASH FLOWS
HEmER
FOR THE YEAR ENDED 31 MARCH 2020
HE20203H31 ALLERE
The Group The Authority
£E EHF
2020 2019 pLoylo] 2019
HK$'000 HK$'000 HK$'000 HK$'000
BT BT T BETT BT
Operating activities EETE ] :
Loss for the year FERBE (604,246) : (56,319) : (590,482) : (311,499)
Adjustments for: HHEEIER 5 : :
Netimpairment losses on financial ~ &EIEERIEEE
assets i - - 224,301 | 443,959
Depreciation and amortisation e : 304,252 : 88,892 : 299,785 | 88,892
Loss on disposal of property, HEWE - BEKRE
plant and equipment 2R = 149 - 149
Income from placements with the INEEEER
Exchange Fund O (331,112) (524,085) (331,112) : (524,085)
Bank interest income SRITF BN (57.853) : (83,165) : (57.853) : (83,165)
Other investment income (net) HARE RN (F58) : - (1574) : - (1,574)
Net fair value gain on forward foreign EERINERLXZ A A EE
exchange contracts W 28R - (7,791) - (7,791)
Net exchange losses FEREIRTE - 9,183 : - 9,183
Interest expense on lease liabilites ~ FAEGEFEXH 728 - 504 ' -
Changes in working capital: EEESE . :
Decrease in museum collection JELYEEE STy )y 10,117 9,086 | - 10,180
Increase in trade and other B 5 M HEMEWER
receivables #hn (235,126) (46,976) (225,084) (48,249)
Increase in amounts due from EKHEA AT Z
subsidiaries SEEEN - - (239,799) : (172,998)
Decrease in amount due to FEfM+ Collections Trust
M+ Collections Trust ZEERD (60,455 (67,044) | (60,455) (67.044)
Increase in trade and other payables &5 K E A&t 5RIE N 171,378 | 144,844 169,824 | 127,493
Increase in non-current liabilities IETREN AN 97,398 : 6,076 ! 96,763 : 7,825
Cash used in operations SEFRARE (528,724) (713,608) (528,724)
Interest paid ENFIR - (504) -
Net cash used in operating activities &E;EEIFi IR &5 (705,647) | (528724) | (714112) (528,724)
Investing activities &&ERED
Purchases/construction of property, BEE/EEE -
plant and equipment and intangible BB K& #F0 ]
assets B AR (3,601,491) (2.944,923) (3601,491) (2,944,923)
Donationsreceived fromThe Hong ERESEEGEE
Kong Jockey Club Charities Trust EEEEE (@) 191,936 165,225 191,936 ! 165225
Proceeds from disposals of HEYE  BER
property, plant and equipment FRIEFTS A = 10 = 10
Proceeds from disposal or HEFERIE RS 5
redemption of other current ERIEEFTSIVE :
financial assets - 105,539 - 105,539
Withdrawal of placement with REUNERESTER
the Exchange Fund 3,800,000 - 3,800,000 -
Proceeds from withdrawal of REUNEESFR 5
income from placement with WNFRSFIE ]
the Exchange Fund 970,347 - 970,347 | -
Net (placement of)/receipt from FEHHBE=EA ZEH :
time deposits with original R (R0 (IR EE ;
maturities over three months (1,760,282) 4,281,171 (1,760,282) 4,281,171
Interest received BEKFIE 45,192 : 123,355 45192 : 123,355
Net cash (used in)/generated from  $&&;EEN (FRF),E4£EMN
investing activities REBE (354,298) 1,730,377 (354,298) 1,730,377
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RERERE
FOR THE YEAR ENDED 31 MARCH 2020
HZE202053831HILEE
The Group The Authority
&5 EEG
2020 2019 2020 2019
HK$'000 HK$'000 HK$'000 HK$'000
BETIT BT IT BETIT BT IT
Financing activities A& RSN
Payment of principal elements of EEHEaERSIY _ : :
lease liabilities (20,605) - (16,230) | -
Net cash used in financing activities RiZ;EBIFTFNIRSRE (20,605) - (16,230) -

Net (decrease)/increase in cash and HERELEEY ; : 5
cash equivalents (R) EINSEE © (1,080,550) 1,201,653 (1,084,640) 1,201,653

Cash and cash equivalents at FYNRERIREEEY : : :
beginning of year 1,307,622 105,004 1,307,622 105,004

Effect of exchange rate changes PEREE) 2 2 - 965 - 965
Cash and cash equivalents at FRNRER
end of year REFEY 18 227,072 i 1,307,622 222,982 | 1,307,622
Notes: 53
(@ The cash reimbursement from The Hong Kong Jockey Club Charities @ WBREEEEEREETESUESBEPARENRSHE
Trust ("HKJCCT"), in the form of cash donation, was received to finance the it RIEBATEE BEYE - BERSENELEE $1
construction costs of Hong Kong Palace Museum included in the “Purchases/ EBWE U EYIEEREEER o

construction of property, plant and equipment and intangible assets".

(b) Major non-cash transactions: (b) EEFRERS :
The Group reinvested the income of HK$242 million (2019: HK$572 million) SERBE20195F1 B E12 A HREINEE S FRFTHREHIIAN
which was earned from the placements with the Exchange Fund for January to 2.42{F%&7T (20194 : 5728 T) BIRENINEES TR © IR
December 2019. The income will be repaid by Hong Kong Monetary Authority FEEFRIPEIIBNESSMEER ("£ER,.) ElNEH
("HKMA") together with the principal amount on the maturity dates in 2022 (2019: WX BRIZFRARR20224 (20194 : 20194 520224F)
2019 or 2022) unless the Authority gives notice to HKMA for withdrawal of the HEH R ERALRETFEER © F#ATHRKE 14K -
income amount prior to maturity dates. Details of the arrangement are disclosed
in note 14.

The notes on pages 131 to 173 are an integral part of this statement of F131E173ENMERAIRE MRIERES -
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 (‘HOR") 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 Government executed the land grant on 2 April
2020. The land grant enables WKCDA to take forward the development
of the site into an integrated arts and cultural district together with the
HOR development.

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 include all applicable individual HKFRS, Hong Kong Accounting
Standards (“HKASs") and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA"), accounting
principles generally accepted in Hong Kong and 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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R B AR =E
FOR THE YEAR ENDED 31 MARCH 2020
#E202063A31 HILFE

—RxE R
BAXKEREER (MEERE)) RENBAREEARRE ®RER
BRTEE) - BEEFHEREN2008%7 811 BERH(EL
X REERBFEG) ((BEAFEG.) (55601%) EEBAIL
HEAERE - EEBNEEME R A B EBHEEEE100
SREHEEEECIE612608ZE613% °

EEFBAER B R BIEIR(FENEH)H4)(1) 5 (4)2)
& - BREME SEEEEERE - BE - EERMEH
IR (TFEL) KRR ERTE  1ER RS M AR o

THRREEETREHEN2013F1 B8 ERNEEEL
("EEEL) - ZZEREE AR E—EAE Lt R&RE
KA ATENNEEREETEIRMEES - Hig 0 B8
BIRB BT R BNEG) 516K HEIEA LA IEEE
EEREEIN15% © R EIBRER2014F11 B 14BERHR
ElES=piiA:

MaN2017F1 BBERI(BRBE)AAT - BUTREZER
WANENKAEBEMAZEEOBRERTERE
B e E M B R - 02019658280 » TRERE
BRTHERREH L EER TREPIERSE 1126058, KA
(TR ) FEERE - WRER B HE1,0007THEART
BE  ZYFHRAS0F - EATEEINERFR R ZM
ERHb SRR AARIR o BUFIR20205F4 B2 B Rt
o M XHREERFEMEERREM LM - E2HA
—(EREEE | AR T ERRIVESENKE -

FEEEBER
BHREH

RIREFRRDRBEBGASEAIEERN(E B
BREER) (BEMEERNEN(EEHBRSEL) -
(EBGTENER) - EBARGFRAUR(FEAE
B ZREMARSH  ERREEIIRE RO BETFER
HRTX - BRBARBAN - LLEBERERTTIBRATRIE FE
WETHIEA -
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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 which are carried at fair value.

The preparation of the statement of accounts in conformity with
HKFRSs requires the use of accounting estimates. It also requires
management to make judgements, estimates and assumptions in the
process of applying the Group's 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, 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 standard, amendments, improvements to standards and
interpretation adopted

The following new standard, amendments, improvements to standards
and interpretation have been adopted by the Group for the first time for
the financial year beginning on or after 1 April 2019:

*  HKFRS 16 “Leases”

*  Amendments to HKFRS 9 “Prepayment Features with Negative
Compensation”

*  Amendments to HKAS 28 “Long-term Interests in Associates or
Joint Ventures”

e Amendments to HKAS 19 “Plan Amendment, Curtailment or
Settlement”

*  Amendments to HKAS 1 and HKAS 8 “Definition of Material”

*  HKI(FRIC) 23 “Uncertainty over Income Tax Treatments”
e Annual Improvements to HKFRSs 2015-2017 Cycle

The impact of adoption of HKFRS 16 is explained in note 2(c). The
adoption of other amendments, improvements to standards and
interpretation does not have a significant impact on the Group's or 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.

(b)

(U]

ERGEBUER ()

R HREIRBELHAER S EEERERY » I3
MARBEIIRS "UASEE B B RSsH RS
AN A NEETIFHE] -

U A(EEMBHRSENNIRERRFEERE G
FF o tbSh - EREBEBENEFBERER  UREE - &
&~ AT R EBERE - EEEIRIELHE - 4
FTANRER o WWHFEEERRREREUEERN SRR
EERAENEMESREL - HERBR T EEEREMSR
RENBSS A E E R & ENIREERSAEHHIEER - B
ERER A BERRINGEALRT o

BIEMGETERRR S FETGR - MREHEFE
ARRER—FE  EXEFESEZFENER  MRE
SHEMMRRFENETE  REFLETNEENR
RAVEFEERERR

FRAREEER ~ (27T - ZERI ZDOETRERE

EER20195F4 81 B2 RFRIMBFEERFM T L
TR ~ BT~ BRI ZDGENRERE

« (EBMBHEERE165RTHE,
« (EEBUBREEANFESRZEIBE EHERRA

(SRESiE]
o (BBEHEANFE8R ST NS ERAE L
FREREARED

o (EBIRENDF 1R BT FENBET - R
N
« (BBTFEREVRR(FTEEHEL)BESRZER]

TERHIER,
« (B (ERMBRERERED))FE23RAEREE
ZARERENE

o (BEBUBHRELER)D2015-201 7B FEZE

BB BRBREEDE165RIIZENMEE2(c)5RE ©
MEMEET « R Z BCEM R B RN EENEERFE
BREBIRNTREATE  TARAHEENGFBERKIR
B R AF IR E AT -
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Significant accounting policies (Continued)

(b) Basis of preparation (Continued)

(ii)

(c)

Standards, amendments and interpretations which are not yet effective

Certain new standards, amendments and interpretations to standards
have been issued by the HKICPA that are not yet effective for the
year ended 31 March 2020 and have not been early adopted in the
statement of accounts. These standards and amendments are not
expected to have a material impact on the Group or the Authority 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 16 “Leases” on
the Group's statement of accounts.

The Group has adopted HKFRS 16 from 1 April 2019. HKFRS 16
establishes new accounting requirements on leases which lead to
the recognition of lease transactions in lessees' financial statements.
HKFRS 16 focuses on whether an arrangement contains a lease or
a service agreement and introduces a substantial change to lessee
accounting. The previous distinction between operating and finance
leases is eliminated for lessee. A right-of-use asset (representing the
right to use the leased asset for the lease term) and a lease liability
(representing the obligation to pay rentals) are recognised for all leases.
The lessor accounting largely remains unchanged.

In accordance with the transition provisions of HKFRS 16, the
Group has adopted the simplified transition approach and did not
restate comparative amounts for the year prior to first adoption, as
permitted under the specific transition provisions in the standard. The
reclassifications and the adjustments arising from the new leasing rules
are therefore recognised in the opening balance sheet on 1 April 2019.
The new accounting policies are disclosed in note 2(l).

On adoption of HKFRS 16, the Group recognised lease liabilities in
relation to leases which had previously been classified as “operating
leases” under the principles of HKAS 17 “Leases”. These liabilities
were measured at the present value of the remaining lease payments,
discounted using the Group's incremental borrowing rate as of 1 April
2019 at 3%, which is estimated by the market incremental borrowing
rate.
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2 FEEHBERGA

(b) HREFCEHE ()
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BREMSARREHPERH A RRRRDERERTZE

(c) SRTEREED

KERERM(EBUBRELR)F165RHE BRHE
EtRERRAIFE o
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HEE) - BHEBANSRTRED NABUER T -

RIB(EBMBREED)E1657MBERI - EEEHRM
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2 Significant accounting policies (Continued) 2 FEEHEEGE)
(c) Changes in accounting policies (Continued) (c) EetBeREE) (&)
(i) Practical expedients applied () FERMNERERE
The Group applied the following practical expedients on the transitions EIEAER(EBETEAETRINEALERNENEE
to HKFRS 16 for those leases which were previously classified as BER(EEFBREEN)E165R - EEERATIIER
operating leases under HKAS 17. B
» Applied a single discount rate to a portfolio of leases with s EREARAEREEABERSSNEEES
reasonably similar characteristics
»  Applied the recognition exemption for leases for which the lease - [ERMERHENEEHRYIRERBSLE12E8RN
terms ends within 12 months of the date of initial application RERMNEE
*  Applied the recognition exemption for leases of low value assets - EREZHENMEEEEENESE
*  Excluded the initial direct costs from the measurement of the right- o FIERYIRERBBNEREEERTEEYIRERER
of-use asset at the date of initial application b3
» Used hindsight in determining the lease term if the contract - MBHNBESERSKILIAENEEE  HERKRESE
contained an option to extend or terminate the lease EHEE
The Group has also elected not to reassess whether a contract EENTEEREREMIMEEORIRERHHREHES
is, or contains a lease at the date of initial application. Instead, for E - FRRNEERBRIEIINEGS - ERIKBER(ES
contracts entered into before the transition date the Group relied on its BEEEANE1 7SRNG F45R EETHI RS ERHE,
assessment made applying HKAS 17 and Interpretation 4 “Determining MELRIETA ©

Whether an Arrangement Contains a Lease".

(i) Measurement of lease liabilities (i) HEEBENE
The table below explains the difference between operating lease TREBEN20194E3A31 HEA(E BT ER) E175RFT
commitments disclosed at 31 March 2019 by applying HKAS 17 and WENLEREAE  BiR2019F4B1BEA(EBYS
lease liabilities recognised at 1 April 2019 by applying HKFRS 16: REEANFE16FFTERNEEEEZENER
The Group The Authority
EH BEEG
HK$'000 HK$'000
BT BT
Operating lease commitments disclosedasat  R2019%E3831HIRER :
31 March 2019 BERERE 19,648 | 14,369
Discounted using the lessee’s incremental RAFAARYIRER B
borrowing rate of at the date of initial HEEEHNRITR :
application 19,313 : 14,034
Less: Exemption for short-term leases RS RR (6,140) | (861)
Lease liability recognised as at 1 April 2019 12019448 1 AfERNESAE 13,173 13,173
Of which are: Hep: : :
Current lease liabilities PG EN =Y =i 9,224 | 9,224
Non-current lease liabilities EREEEaE 3,949 ! 3,949
13173 13,173
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WEST KOWLOON CULTURAL DISTRICT AUTHORITY FEA XV B ETEF

Significant accounting policies (Continued)
Changes in accounting policies (Continued)
Measurement of right-of-use assets

The associated right-of use assets were measured as if HKFRS 16 had
been applied since the commencement date, but discounted using the
Group's incremental borrowing rate as of 1 April 2019 at 3%.

Adjustments recognised in the statement of account on 1 April 2019

The change in accounting policy affected the following items in the
statement of account on 1 April 2019:

* right-of-use assets - increase by HK$11,728,000 (the Authority:
HK$11,728,000)

* |ease liabilities — increase by HK$13,173,000 (the Authority:
HK$13,173,000)

e other payables and accruals (deferred rental — decrease by
HK$ 1,267,000 (the Authority: HK$1,267,000)

» other operating expenses decreased by HK$14,390,000 (the
Authority: HK$14,390,000)

The net impact on retained earnings on 1 April 2019 was a decrease of
HK$178,000 (the Authority: HK$178,000).

Impact of the adoption of HKFRS 16 in the statement of account for the
year ended 31 March 2020:

» depreciation of right-of-use assets — increased by HK$19,964,000
(the Authority: HK$15,497,000)

* interest expense - increased by HK$728,000 (the Authority:
HK$504,000)

* right-of-use assets - increased by HK$22,800,000 (the Authority:
HK$14,962,000)

* |ease liabilities — increased by HK$23,604,000 (the Authority:
HK$15,674,000)

Lessor accounting

The Group did not need to make any adjustments to the accounting for
assets held as lessor under operating leases as a result of the adoption
of HKFRS 16.
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R B AR =E
FOR THE YEAR ENDED 31 MARCH 2020
#E202063A31 HILFE

EREHBEER)
BEBCREE) (5)
(e RN R

THERAEARE RIS B BREEL)F1655E MR
HEABKERRGTE - (EZREEN2019448 1HRVILE
HEEFNEITR (BRENEA3%) °

1201954 A 1B B IR NFERRIEE

S BREE LN 2019F4B 1 HNIRERERN TIIE
B :

. FHEEE-1#/M11,72800BT (EEF :
11,728,000587T)

- HE&E-1E013,173,000% 7T (FEF : 13,173,000
HBIT)

o HttERFURERTIRR GEEMSE) —/)1,267,0005%
TC(BEF : 1,267,00087T)

e HthEEER-— B/ 143900008 T (EEF :
14,390,000587T)

R2019%F4 8 1BRAEBFFEEZ LR 178,000/ 7T (B
B : 178,00087T) °

REZE202043A31H L FEERBRFEN (FEHH

REEER]) F165RMFE:

. (FHREESENE-—1EN19964000%8 T (BERF !
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- [FEHEMEEE— 1022800000 FT (EEF :
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-  THE&E-1#023,604,0008 7 (B : 15,674,000
HBIT)
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2

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 on consolidation. 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 or
valuation where items are re-measured. 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.

2

EFEGEBER (R)

(d) SFEIRE

(e)
(U]

(ii)
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2 EEGFBEERGER)
(f) 9% - BERRE

2 Significant accounting policies (Continued)

(f) Property, plant and equipment

Property, plant and equipment, other than assets under construction,
are stated at historical cost less accumulated depreciation and
accumulated impairment losses. Historical cost includes expenditure
that is directly attributable to the acquisition of the items. 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 using the straight-line method to allocate the
cost of each item of property, plant and equipment to their estimated
residual values over its estimated useful life as follows:

Buildings

— Temporary Pavilion, Nursery Park 3to 7 years
and site office

— 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

The assets' residual values and useful lives are reviewed, and adjusted
if appropriate, at the end of each reporting period.

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 until the
construction is completed and the assets are ready for their intended
use.

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

Intangible assets

Intangible assets are stated at historical cost less accumulated
amortisation and accumulated impairment losses. Identifiable
intangible asset with a finite useful life is amortised on a straight-line
basis over its expected useful life 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. Capitalised development cost are
recorded as intangible assets and amortised from the point at which
the asset is ready for use.

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
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.

Investments in debt securities

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.
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Significant accounting policies (Continued)
Investments in debt securities (Continued)

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.

Bank interest receivables, amounts due from subsidiaries
and trade and other receivables

Bank interest receivables, 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 (see note 2(m)).

Leases
Policy applicable from 1 April 2019

Lessee

All leases with a term of more than 12 months are recognised (i.e.
an asset representing the right to use of the underlying asset and a
liability representing the obligation to make lease payments), unless
the underlying asset is of low value. Both the asset and the liability
are initially measured on a present value basis. Right-of-use assets
are recognised under fixed assets and are measured at cost less any
accumulated depreciation and impairment losses and adjusted for
any remeasurement of the lease liabilities. Right-of-use assets are
depreciated on a straight-line basis over the shorter of the useful life of
the assets and the lease term. Lease liabilities are initially measured at
the present value of unpaid lease payments and subsequently adjusted
by the effect of the interest on and the settlement of the lease liabilities,
and the re-measurement arising from any reassessment of the lease
liabilities or lease modifications.

Lessor

Leases where substantially all the risks and rewards of ownership of
assets remain with the Group are classified as operating leases. Assets
leased under operating leases are included in fixed assets and rentals
receivable are credited to surplus or deficit on the straight-line basis
over the lease term.

Policy prior to 1 April 2019

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

Rentals payable under operating leases were charged to the profit and
loss account on a straight-line basis over the term of the relevant lease.
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2 Significant accounting policies (Continued)

(m) Impairment of assets

(i) Impairment of financial assets

General approach

Expected Credit Losses (“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.

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
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Significant accounting policies (Continued)

(m) Impairment of assets (Continued)

(i)

(ii)

Impairment of financial assets (Continued)

- 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.

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 and which
results in an increase in 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.
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2 Significant accounting policies (Continued)
(n) Cash and cash equivalents

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

(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.

(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.
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2 Significant accounting policies (Continued) 2 EEGHBEGE

(9) Revenue and other income (q) Wz E M
Income is classified by the Group as revenue when it arises from the SHERR  RERBIEMARE—REBEEHREE
sale of goods, the provision of services or the use by others of the AEENEEMEERNE  EEERA S BRI
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 BHELIRBNEHERFTERK  KRAEGHESD > £
transferred to the customer, at the amount of promised consideration EAEEEHISINAENRE  EFREERKRE=AK
to which the Group is expected to be entitled, excluding those amounts &R - NS EEILERIEMEER  WENRE
collected on behalf of third parties. Revenue excludes value added tax AT ST HNRIHIRER ©

or other sales taxes and is after deduction of any trade discounts.

Further details of the Group's revenue and other income recognition EERREHFAE M NRERBERIE— S BT ¢
policies are as follows:

*  Revenue from contracts with customers - RFEHWE
- WKCDA performance programmes — BERTEME
Revenue of WKCDA performance programmes is recognised in EEFREMENKERARTFRHEB KNG
the accounting period at a point in time when the programmes STHARIRERR ©

are rendered to the customers.

- Ticketing operation revenue of external hires — ESNHTRISHMNEREER T
Ticketing operation revenue of external hires is recognised in HIMH RSN R B EE R R MR PR HFIRH
the accounting period at a point in time when the services are ERB 2RSS HARIRESR

rendered on the sale of tickets to the customers.

- Sale of goods —retail - HERR-FTE
Revenue from the sale of goods is recognised at a point in time HERRBENERORFIHEE R RFHER

when the Group sells the products to the customers.

- Facilities management services income — REEERBIA

Facilities management services income is recognised over R ERARTSUN R R IR ARTS < IFHESR
time when the services are rendered to the tenants.
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2 Significant accounting policies (Continued)

(g) Revenue and other income (Continued)

*  Revenue from contracts with customers (continued)

Sponsorships

Sponsorships are recognised when the right to receive
payment is established. Sponsorship for specific purposes
are recognised 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.

¢ 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 (see 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 which is designated and included as “financial assets or
liabilities at fair value through profit or loss”, is 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.
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Significant accounting policies (Continued)

(g) Revenue and other income (Continued)

((y]

(s)

®

e Revenue and income from other sources (Continued)
— 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.

Contract liabilities

Upon entering into a contract with a customer, the Group obtains rights
to receive consideration from the customer and assumes performance
obligations to transfer goods or provide services to the customer. The
combination of those rights and performance obligations gives rise
to a net asset or a net liability depending on the relationship between
the remaining rights and the performance obligations. The contract
is a liability and recognised as contract liabilities if the measure of
the remaining performance obligations exceeds the measure of the
remaining rights.

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.

Provisions and contingent liabilities

Provisions are recognised when the Group has a legal or constructive
obligation as a result of a past event, when it is probable that the Group
will require an outflow of resources embodying economic benefits
to settle the obligation, and when the amount of obligation can be
estimated reliably. Where the effect of 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.
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EREFIIGHNE  SEEEESKAEFXMANA
& WAEBBREYSRERBTFERNENET - 2%
B RENEEHRERELEEMEN A ETFERRIH
EMEFIEEMBREZENBIARME) - Mt ERNRBRRECYE
FBEENHGRET  RANA—HEE  WERA
BREE -

(s) 1BETEF!

®

L MRS R ZENERERSIRMMEERENE
ENRF

sabiE RS (TS )) SR ER RREIRAUERR
BREENRFRER -

ERERHERE

EEEARERENSHRBELAENRESE - MENL
HFEERES I REESSKBENENERING - WAERE
MM LS RSN - BT TR - EEKE
BEPEEXR  ARRHEM L SEEMTEHRRER
EFEENIKR

ANRAEFZIINRAI AT BEME BRI - SUERAH A RS EL
AIEERRTE - EERBZEEANE AE - B5ZET]
IWINREI AT BEMEARRAIBR SN © M EEENFERE AR
F-HHSERREGENHEMEE - TEREAHER
& - (BAGEFZ MR I BEERR(ERRIBRSD o
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2
(u)

(v)

(a)

Significant accounting policies (Continued)
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.

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.

Revenue

Disaggregation of revenue

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

2 EEREFEERGE
(u) SEEEBIA

RN B35 5 B AN FE WK B 15 7 AR 1R B AR FE RO SRR
B ERRAEAEEEG IERFRRERERE
TRFERD AN ©

(v) EHERTR

EEEBMERETE IHTEN INECERSE - 8
RRFREEAEIRNEREERGEAEBN  £RE
EESENAFIRE  YREEAERTEHSET IR -

3 e

(a) 73FIaR
REZERIRBENDINEEELREAT

The Group
&E

The Authority
EEG
2020
HK$'000
BT

2020
HK$'000
BETR

2019
HK$'000
BUETTT

2019
HK$'000
BT

Revenue from contracts with BEEEHWE
customers E E ]
WKCDA performance programmes ~ SIEEFEE1H 9,549 9,367 9,473 9,245
Ticketing operation of external hires MBS ISR LE 917 33 917 33
Sale of goods - retail HERMm—FE 413 568 157 84
Facilities management services BRI : :
income 3797 | 1,176 3797 | 1,176
Sponsorships =] 8,961 1,753 1,492 881
Management fee income from A EEEWN () z
subsidiaries (note) - - 77,431 : 58,349
Others Hith 7,366 2,257 5,777 523
31,003 15,154 99,044 70,291
Revenue from other sources HAth 2R RS
Gross rental income TR NLEZE 22,478 3,593 22,478 3,593
53,481 18,747 121,522 73,884
Note: g
Management fee income represented the recharged costs incurred by the FEREBWANEEERE THWXIERERZNB A RREERE
Authority's supporting functions to support the subsidiaries’ activities. AR AN o
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Revenue (Continued)

(b) Performance obligations

(0]

(ii)

(iii)

(iv)

(v)

(Vi)

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.

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.
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iz (49)

(b) BHIEIE

@i

(ii)

(iii)

(iv)

(v)

(vi)

RSB EEROETNERMEARNT

EHERENE

EERERREBNEHE - BOEENETHRERET - ™
EREEREELMR -

HINHFRISHIINE IS EE

EEAHSMBSMNRBM B RHERRY - BOEE
REHIRBFET  MRBERELURERRERSMTT
REIRERFSFRIRR AT ©

HEBR-TE

EEEETEEREER  BEXERRIYM - REMN
Fotf ~ XEEM  UREBNSFNRERHK - BOEERN
RNERTERRET - REFETEER A

RIEEIEARB N

SEEEFRUBEYEEERE - BOBEEREERE
FEIT - MEFEEFRAMNRE -

Ehh

BSE U MEEES (BT SEAT L RN HEME
BB HEEES) M L E B EEE B RS o
BHEENREEETEBAERRERET - MEFE
BREERRISNFEDHMK

WEAREEEIRA

EEBYRNEEERE THSIERERZM B AR FEF
FREARARE - BWEERREHIRBEIBET - MER
BB S A ©
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3 Revenue (Continued) 3 Wz (48)

(c) Revenue expected to be recognised in the future arising (c) REEABRERAREEFANELTEIRERR
from contracts with customers in existence at the balance BRI g
sheet date
As at 31 March 2020, the aggregated amount of the transaction price R202053A318 » REBEEREENIEER TENE
allocated to the remaining performance obligations (unsatisfied or FECREITHEDRET) WRZEIREER1,4008 57T
partially unsatisfied) under the Group's existing contracts is HK$14 (20194 : 1,500& 5 7T) (BIER : 20204 : 1,400&757T »
million (2019: HK$15 million) (the Authority: 2020: HK$14 million, 20194 : 1,100&87%7T) ° kLB RMEFEREEBREH
2019: HK$11 million). This amount represents revenue expected to B M RISt N R R & E T TR HATE R SR SRR U ©
be recognised in the future mainly from the WKCDA performance EEGRARRIEBAOEETHIT (FEEATE1EM) FERTEHAIK
programmes and ticketing operation of external hires. The Group will i ©

recognise the expected revenue in future when or as the performance
obligation is completed which is expected to occur within one year.

(d) Total future minimum lease payments receivable (d) FERERRRIREEMEEE

The total future minimum lease payments under non-cancellable Al 2 EEHE 2 RRRRTASRZEEMINT
operating leases are receivable as follows:

The Group and the Authority

SEREER

2020 2019

HK$'000 HK$'000

BT BT
Within one year —EPy 9,830 5755
After one year but within five years —FRIEREFN 19,178 | 23,639 !
29,008 29,394

4 Other investmentincome (net) 4 EAREIRA (FH)

The Group and the Authority
SEREER
2020 2019
HK$'000 HK$'000
BT BT

Debt securities measured at FVOCI

Interestincome - 1,992
Reclassification from equity on redemption IER B ERIREN 28 - (418)

= 1574
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5 Staff costs 5 BTI/AE
Staff costs for employees directly hired by the Group and the Authority HER X EEREEEFENES URBEBRITHRER
as well as secondees from the Government of HKSAR are as follows: FEANAEZETRAANT :

Salaries, contract gratuity and
other benefits
Contributions to MPF scheme

Total staff costs
Less: Direct staff costs capitalised
(note 2(f))

Representing:

Salaries, contract gratuity and
other benefits

Contributions to MPF scheme

The Group The Authority
L EEF
2020 2019 2020 2019
HK$'000 HK$'000 HK$'000 HK$/000
BT BT BT BT
e~ AmE R H AEF
412,071 342984 316942 279,262
SREEETEIHR 9,103 : 7,384 | 6,529 5,699
ST : 421,174 350368 323471 284,961
B BEAWEESTRA
(GE1)) (86,136) (71,724) (86.136) (71,724)
335,038 278644 237,335 213,237
&
Fd - MBS R AEA
: 327,486 272,730 232,357 209,007
SRS BIHR 7,552 5914 | 4978 4,230
335,038 278644 237,335 213237

6 Board/Committee/Consultation Panel members' 6 EER/EET /B HTHEME

remuneration

The chairman and members of the Board of the Authority, the EEREER  ERRNZRTREHENERRASE -
Committees and the Consultation Panel of the Authority and the UREERBNMBEATNES  9RNEEEEFHHMN
directors of the Authority’s subsidiaries were not entitled to any [BABHRHIORRTS BB BN - HELUT ALBRSD -

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 - TERBEZEREEREFRNEANE  MEME
Board of the Authority and his remuneration is stated in note 7. EUNDETA

- Museum Director, M+ is appointed as an ex-officio member of the - MHTBHBEEZR(ERM Plus AUS Limited EEE/F
Board of M Plus Museum Limited and her remuneration is included EME - MEMEBHE7 TR B EIKEE

in the remuneration disclosure for executive directors in note 7.
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7 Remuneration of Senior Executives 7 BRITHRAEMSE
Remuneration received and receivable by Senior Executives directly HEEEZEEFNSRITERAS (GEE) EWEUR EIKE 2
hired by the Group (note) are as follows: B0 :

Chief Executive Other Senior
Officer Executives Total
TRER HttSHZITRAR e
HK$'000 HK$'000 HK$'000
BT BETT BT
2020 2020 5 ;
Salaries and other emoluments BN & E < 5218 21,843 : 27,061
Contract gratuity Ko g 1,024 2,933 : 3,957
Contributions to MPF scheme  3&f& &3t 8litiR 18 110 128
6,260 - 24,886 31,146
2019 20194F ; :
Salaries and other emoluments 7B &% EL At 4,961 | 19,407 ! 24,368
Contract gratuity KBNS 974 2,807 | 3,781
Contributions to MPF scheme  38f&& 2 BI{#R 18 120 : 138
5,953 22,334 28,287
Notes: SRR
(@) Senior Executives comprise Chief Executive Officer, Chief Commercial () ERITHRAESETBHES EHERHBEE  5FEEES

Officer, Chief Corporate Services Officer, Chief Financial Officer, Chief BRE EEMEEY  EFEIERAE REEMTHRE

Projects Officer, Executive Director, Performing Arts, General Counsel,
Museum Director, Hong Kong Palace Museum and Museum Director, M+.

B IAEER - BEREX B EERIMHEYIELE
Eo

(b) The appointment of the current Chief Financial Officer was effective on (b) BRIEEFEMEEBNETN2019F9816HAER » MAE
16 September 2019 while the former Chief Financial Officer served up to BHEMEAERIREE2019F9815H -
15 September 2019.

(©) The appointment of the current Executive Director, Performing Arts was (0 BRERBEMTBAEENZEN2020F3H2843 @ Mal
effective on 2 March 2020 while the former Executive Director, Performing AR BEMTBHEEAIRBEZE2019F6H20H
Arts served up to 20 June 2019.

(d) The appointment of Museum Director, Hong Kong Palace Museum was d) BFEREXHEYEERNZENR2019F8A584EX ©

effective on 5 August 2019.
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7 Remuneration of Senior Executives (Continued) 7 SHRITHRASME (&)
The remuneration of Senior Executives are shown in the ranges as ERITHABZHEEENT
follows:

2020 2019
Number of Number of
individuals individuals
HK$6,000,001 — HK$6,500,000 6,000,00177T — 6,500,0005575 1 -
HK$5,500,001 — HK$6,000,000 5,500,00177T — 6,000,000557C - 1
HK$5,000,001 — HK$5,500,000 5,000,00137T — 5,500,000557C - -
HK$4,000,001 - HK$4,500,000 4,000,001357T — 4,500,000 7T 1 1
HK$3,500,001 — HK$4,000,000 3,500,00137T — 4,000,000357C 1 2
HK$3,000,001 — HK$3,500,000 3,000,00137T — 3,500,0005575 2 2
HK$2,500,001 — HK$3,000,000 2,500,00177T — 3,000,0005575 2 1
HK$2,000,001 — HK$2,500,000 2,000,00177T —2,500,0005575 1 -
HK$2,000,000 or below 2,000,000 T T 3! 1
1 8
8 Other operating expenses 8 Hithv&E&EH
The Group The Authority
%E EEF

2020 2019 2020 2019
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BT BT
Facilities management EEE 71,538 26,747 71,538 26,747
Venue operation SihE 21,058 11845 16,810 8,907

Museum collection management B e R SR ]
- Operating lease payments - BEHEER 11,141 13,896 ! - -
- Others - Hith f 10,680 10,715 | - -

Office accommodation NI
- Operating lease payments - BERSER 109 10,008 109 ! 10,008
- Others - Hft 6,496 4,103 ! 6,496 4,103

Information and communications Eill kBRI E
technology 44,733 21832 44,733 21,832
Consultancy fees BREER 5 25,266 14217 24,615 : 14,217
Auditor's remuneration e Gl 1,043 923 ! 1,043 | 923
Marketing and communications SRR 5 34,840 38,950 ! 34,840 | 38,950
Legal fees B 20,657 27,519 20,657 : 27,519
Recruitment 17eg 7,323 2730 ¢ 7323 2,730
Office expenses and utilities WA =B R 12,495 12,037 | 12,495 12,037
Others (note) Hith GERR) 46,975 35392 ! 39,141 : 25,131
314,354 230914 : 279,800 : 193,104

Note: 53

Other expenses mainly included cost of hired services, training and development HittERFEOEARARBEAAE « il RERNEMTHRER -

and other administrative expenses.
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9 Taxation

(a)

(b)

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.

The subsidiaries of the Group have not recognised deferred
tax assets arising from cumulative tax losses of HK$693 million
(2019: HK$484 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.

10 Investments in subsidiaries

As at 31 March 2020 and 2019, the principal subsidiaries of the Group
comprise:

9 A

(a)

(b)

RB(ENEBD E41(0)F - BIEREEREMBERE
(RBBEBI) (55112F) B1R - RB(ENIEBIDFE41(2)
1% EERTHRERUTRENXSESHR - MEA
IRBCENTEIRARB) (B8 117 %) BIRENTEIR : (@fEMAE)
ENES  REZES 2 BENESEDE MR
BAXERGEERN ; SOEM(ENERIEG TS
HUEHEE - MREBZIRE 2R FNET RS
B NEBAEERK -

SENMBL B R R AR B IEFEENRTER
EEE6.93(E8TT (20194 : 484FEHTT) » RREE
A RAS5RA KAl BEE R ENMIEEMF I UE B EfRIE
518 o IRIBIRITREAR - RMBHBELEINREAR -

10 RItB AR Z%E
20205 %20195%3A31H » EENEENELFEHE !

Principal Activities

FERE

Effective

Place of Interest Held

Incorporation and by the Group

Operations EESEN

SR AR SR, HRELS

M Plus Museum Limited Hong Kong 100%
0

M Plus Collections Limited Hong Kong 100%
5B

Blue Poles Limited Hong Kong 100%
0

Hong Kong Palace Museum Hong Kong 100%
Limited &5

BEERE XL IEYEERAR

West Kowloon Cultural District Hong Kong 100%

Foundation Limited 58

BAAXKEEEEHRAF

To plan, design, operate, manage, maintain and
otherwise deal with the arts and cultural facilities
and related or ancillary facilities of the M+ Museum
RE - B &8 B ERIMEM RERE
M+ERERI S BT K AR A S R S a%

To act as the Trustee of M+ Collections Trust (the
"Trust”) under the terms of the Trust Deed and
hold the legal interest in the museum collection of
the M+ Museum

TR IR 15 55 3 49 19 1% 3k /E & M+ Collections Trust
(MEFED R - WREMHEYE Z EY R
AE R

To execute the main work contract entrusted by
the Authority
WITERREINITESY

To carry out activities to prepare for the opening
of the Hong Kong Palace Museum

ETEBHEX L IEYENERTE

To formulate strategies, policies and guidelines
in relation to the operations of fundraising and
related activities

BEABNARREEIHIZTRE - BORTIIES|
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11 Y% - BERRE

The Group and the Authority

SEREER
Leasehold
improvements, Construction
Buildings furniture and in progress
(note (a)) equipment Computer Motor
1B HEWRES equipment vehicles
(EHR(@) E] R N
HK$'000 HK$'000 HK$'000 HK$'000
BETT ARTT BRTT
2020 20205
Cost BE
At 1 April 2019 R2019F4A1H ] 3932537 : 194,273 136,153 : 3454 : 6,958,599 : 11,225,016
Additions oE 2171 636 : 121 - 3,666,769 : 3,669,697
Transfers B8 (© : 1068193 . 94512 . 21,956 . - (1184661) | -
At31 March 2020 12020536318 . 5002901 289421 158230 3454 9A0T07 | 14894713
Accumulated depreciation ~ BFHTE
At April 2019 1201944818 76443 24406 17914 w7 - 11em0
Charge for the year PO 166417 | 60573 2200 677 - 249867
At31 March 2020 12020438318 242860 84979 0114 1624 - 369577
Net book value IREEE
At31 March 2020 12020437318 4760041 204442 118116 1830 9440707 14525136
2019 20195 : ; : :
Cost B
At 1 April 2018 R2018F481H 129,498 16,646 : 18232 3304 7720195 7887875
Additions 12E : 3037 5924 4327 646 : 3324721 ¢ 3,338,655
Transfers & ©: 3800002 : 171,703 114612 -1 (4086317 : -
Disposals i /5 - - (1018) (496) - (1514)
At31 March 2019 12019437318 3932537 1 194213 136153 3454 6958599 . 11225016
Accumulated depreciation ~ BEHE :
At 1 April 2018 1201854818 35687 9,667 : 11351 806 : - 57511
Charge for the year ENiTE 40,756 14739 7581 : 637 - 63713
Writtenback ondisposals & / sH{& - - (1018) ; (496) - (1514)
At31 March 2019 12019%3A318 76443 24406 17914 7 | - 11970
Net book value IREEE
At31March2019 R2019%3831H 3856094 : 169867 118,239 2507 6958599 : 11,105,306
Notes: BIAE
(@ The buildings include the Xiqu Centre, the Art Park, Freespace, District (@ EESEEHTO - BENAR - BEHTHE - BEHRR
Cooling System, Interfacing Carpark, the M+ Pavilion, Temporary Pavilion, the @ EES MRS BRES R EKERHA
Nursery Park and the site office. Eo
(b) The net book value of construction in progress includes mainly the costs (b) ERIEMNREFEETZCEMHEYE (BEEERRE
incurred for the design and construction of the M+ Museum (including D)~ BAXKEEERKIE  BERGRSEISRFEEHIE
conservation and storage facilities), WKCDA Tower, Lyric Theatre Complex & R EBRE X EYEZ R RERE o
its extended basement and the Hong Kong Palace Museum ("HKPM").
(©) The transfer from construction in progress during the year ended 31 March (© REZE2020F3A31HLEEFEE  REERTIRENEREE

2020 mainly represented the construction cost of three sections of the Art
Park, Freespace and District Cooling System, which commenced operations

and started depreciation from May 2019.

RREMAE=EREERTRE - BRE=ENRRELS AR
SR - BREEH2019F5 BRRANSELFMRITE
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12 Museum collection 12 EYEREm
The Group The Authority
£E =05
HK$'000 HK$'000
BT BETT
2020 20204
Cost 5% 5
At1 April 2019 120194818 43925 -
Additions e 50,338 : —
Assignment R (© (60,455) -
At31 March 2020 122020434318 33,808 -
Net book value IRETFHE ;
At 31 March 2020 12020438318 33808 =
2019 20195
Cost 5% :
At 1 April 2018 201854818 53011 10,180
Additions wE 57,958 : -
Assignment R (© (67,044) (10,180)
At31March 2019 K201943A31H 43925 -
Net book value IRETFHE ;
At31March 2019 12019438318 43925 -
Notes: g -
(@) Pursuant to a Deed of Declaration of Trust dated 28 March 2017 signed (a) RIBEEFEM Plus Collections Limited ("3F5E A1) 12201743
between the Authority and M Plus Collections Limited (the “Trustee"), the A28HETIIMEFEEIAZRAY » (SREEARIL - BIZEMBEMAT :

Trust was established for the following objectives and purposes:

() the development of culture with an emphasis on the development i) #EEEE TUERBREXEEASRY  SFBHT
of contemporary visual culture for the benefit of the Hong Kong GTH ;
community;

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

(i) the Trustee shall hold the legal interest in the museum collection (i) FFEABHFEEYERREERERD  METBEAET BT
whereas the Trust shall hold the beneficial ownership of the museum WA RMmSE S RSN EREGE

collection for the benefit of the Hong Kong community.

M Plus Collections Limited was appointed as the Trustee of the Trust in M Plus Collections LimitedA2017 &3 B €& A S THZE
March 2017. Ao
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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 2020, 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$60.5 million (the Authority: HK$ nil) (2019:
HK$67.0 million (the Authority: HK$10.2 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 2020
and 2019 as the Group considered there is no impairment indicator.

The balance of the museum collection at 31 March 2020 represents museum
collection pending for assignment to the Trust.

The Group has classified the museum collection as current assets on the
basis that the Group is required to assign the legal interest in the museum
collection to the Trustee. The Trustee holds the legal interest in the museum
collection of the M+ Museum, whereas the Trust is the beneficial owner of
the museum collection for the benefit of the Hong Kong community.

(b)

(c)

@

(e)

(f)
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12 &Y= (48)
=R () -

SEEBRARENFREREESHEYERRNT
HIRE{EZIR MR 2(0) PRI SHEGRRERR |

() MEZE2013F3B31HILEFE » EEE—ERZHE
ETMnR 0 EF 18R SEERETFEER
ERESENRA-FrEL (BA, R EH,) B
191,463 ERPEEM R (BIESR)) - Z—18iHE
A1 8RBT » MEH FRETEE47HERF
EEHR (TEEER) ©

HRIBMZNBREFRORRET - RILEHERRE
BRS °

SEBIUMGERR2012F58 2 EERS - SHIBE
{EREEL13MRET -

(i) BRT AR 12(0)() 3 R H ATE SR BB LS -
EEFITEEAMRRES UEY T BB Et1EY)
FEfEm o

REE2020F3A31HIEEE » RBEEER * MPlus
Museum Limited 23 55 A 3T (ERE L » EEBFIM
Plus Museum Limited BB 4 BE i AU A 2R 1 2 (BNE
B ERIRESEE60508 BT (BEE . $87T) (2019
£ : 6,700E BT (EEF : 1,0208B7T) BEFESE)
REESENRESETIEA  THEZTEARKET(E
VIEBENEREEAN) 58 o lhoh  RIBEES - M Plus
Museum Limited 2525 AT HIIE BIE iR - B
[B#IM Plus Museum LimitediBE M MEY BB A0 AR
(EEBIBEATESSE  MERASBELIZSBAEEAN
IR) BRI FZRTA - WHZFEARKELEFE ©

REZE2020F % 2019F3831HILFE - HREERAL
ELIRENS » F I ERERERERE -

R202043A 31 AN EMERAEHRARETERETER
R RERS

HREBEREEYERANEREDERTIEA » Bt
SHEEREVEBRRERDERRBEE - ZEARFEAM+
YR B ERRERED - METAEELEHF
HMERER Y ERm
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13 Intangible assets 13 BLEE

The Group and the Authority

SEREER
Computer
software,
Computer licences and
software, systems in
licences and progress
systems FAsEhi
G B Total
ERERARS ERERRSG o
HK$'000 HK$'000 HK$'000
BT BT BT
2020 20204
Cost 5%
At 1 April 2019 1201944810 176,156 : 7,243 183,399
Additions weE 3814 54,691 : 58,505
Transfers 5 5,790 (5,790) : -
At 31 March 2020 1202043H31H 185,760 56,144 | 241,904
Accumulated amortisation Rty
At 1 April 2019 1R20195481H 46,100 : - 46,100
Charge for the year FEPuiEy 34,421 : - 34,421
At 31 March 2020 7202043A31H 80,521 | - 80,521
Net book value IRESE
At31 March 2020 1R2020%3H31H 105,239 : 56,144 161,383
2019 20195
Cost D%
At 1 April 2018 R20185F4A1H 68,778 : 47,887 : 116,665
Additions HE 18,832 | 48,150 66,982
Transfers b 88,794 ! (88794) -
Disposals HE /G (248) - (248)
At31March 2019 12019435310 176,156 7,243 183,399
Accumulated amortisation Rt
At 1 April 2018 R2018%F4H1H 21,010 ! - 21,010
Charge for the year Pl 25179 ! - 25,179
Written back on disposals HE /FEHRER (89) : - (89)
At 31 March 2019 1{201943A31H 46,100 | - 46,100
Net book value IRETFHE
At 31 March 2019 1201943A31H 130,056 7,243 | 137,299
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14 Financial assets/(liabilities) at fair value through

profit or loss

Placements with the Exchange Fund

Principal amount &
Income earned since inception I ES B BEHIKRA
Income withdrawn since inception I ES BRI

REUMNEEETFR

Withdrawal of placement with Exchange Fund

i AFREERD

Less: Non-current portion

EERD

Current portion
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MHUARBEFEEEZEHA NIRRT
BEE/(RR)

SNERZTER

The Group and the Authority

ERXEER
2020 2019
HK$'000 HK$000
BETT BT T
10,300,000 10,300,000
3133875 | 2,802,763
(970,347) | -
(3,800,000) | -
8,663528 13,102,763
(6,500,000) (6,500,000)
2,163528 6,602,763

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) has been repaid
by HKMA in October 2019 and will be repaid by HKMA in January 2022
respectively.

The rate of return on the placements, which is determined annually in
January and payable annually in arrear 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 4.6%, 2.9% and 3.7% per annum for January to
December 2018, 2019 and 2020 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$.

REEEREEESMEER ((£ER)NEERH  #
IEFREFSE B HE T A Ei6 5 © IRIBR—RIERM S » £EEAR
REREIEABRTIRINE A ® - ANBMEEED 55 38EBTRE5E
BT (RIFIGRRGER) - MEBER2RER201954 108 KiGH
2022F1ARE °

ERNEHRELESE1 ABEELNEE12H31 BEK - ORE
ERNEESNREHEATERACEN T EERERRE > 5
SEHNEE S ESE F—EEENFYEEREE (B0% AT
[R)itE » LIMETRSEBE - 20184 20195 K% 20204
1B E12B 2 BERENRIEERFEL6% ~ 2.9%K%3.7% ©

EERINEESEREER UAABEFEEESESFTNER
HERMEE, - IhEREEDUBEEHE -
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15 Right-of-use assets 15 (EFEEE
The Group The Authority
&5 EEG
HK$'000 HK$'000
BT BT
Net book value IRELEE ] :
At 1 April 2019, as previously reported M2019F4818 - 5RiI2R - -
Effects of the adoption of HKFRS 16 RIE B BREENDE 16T E
(Note 2(c)) (BfzE2(c)) 11,728 11,728
At 1 April 2019, as restated 201944810 > EEF) 11,728 11,728
Additions gE 31,036 : 18,731
Depreciation e (19,964) (15,497)
At 31 March 2020 142020438310 22,800 14,962
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16 Trade and other receivables
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16 B 5 REfFELR

The Group The Authority
&5 BEHF
2020 2019 2020 2019
HK$'000 HK$'000 HK$'000 HK$'000
BT BT T BRETIT BRETIT
Trade receivables =gy dhend (@ 5,492 3002 5492 3,092
Amount due from the Government FERE B4R T EEAT
of HKSAR Z&H (b) 423,612 306,007 423,612 306,007
Amount due from The HongKong [EIREBEE T EES:
Jockey Club Charities Trust HEZE8 115,034 18,448 115,034 | 18,448
Other receivables, prepayments  ELfFERER - TAAIRER
and deposits Kiz& (© 42,247 23,712 31,485 | 22,992
586,385 351,259 575,623 350,539
Notes: 338
(@) Tradereceivables (a) EBSHREWR

(b)

(c)

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.

The Group applies the simplified approach to provide for expected credit
losses prescribed by HKFRS 9, which requires 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 2020 is considered to
be minimal.

Amount due from the Government of HKSAR

The Authority entered into several agreements with the Government for
carrying out government entrustment works on its behalf. The Group agreed
with the Government to receive reimbursements from the Government or
entrust some construction works of the Group to offset the balance. They
are unsecured, interest-free and generally due for settlement in the following
month after the work being certified. The expected credit loss is considered
to be minimal.

Other receivables, prepayments and deposits
Other receivables, prepayments and deposits mainly included prepayment

for operating expenses and deposits for office rental and utilities. The
expected credit loss as at 31 March 2020 is considered to be minimal.

SEEEFZENEZHRUSRERE - EEERHMEN
SHREBAERFRRLNR - FEH—RA—ER -&
EBNRRIEHERIEARIR - aifE R EhERERE
HER - BN EXFRNRERNE SRS RAKETR
AER Bt EEXEEETER - B5 BRI
B AIFRERRGIR o

EEEAHLA UG EEHBREER)FEISRATREN
TRENEEER LM (BRIXERIR EBLATE B 5 B UGR(E
RBBEREEEE) - AIERPEERE  BSRIR
ERBHEGEERRSEIER SO E - 1o - REBE
BRI EMNBTEIEER o

BIRBREZY REMEENER - HIROEE2E
EBANEERLTE - TR2020F3831HWEHES
EERIFAR R BN

(b) FEREBRHTRERFZER

EEREBNIIZ M  MARBADETRERNE
AL - FEHEBAEEEERERAEEE X NHRE
HEABFETE TEBTRDURHGES - BHESHERE
B REURERETRERIBRNTERZMAE
I - FEAE BB EBIR A BNEHM

(c) EAthFEKER - FMIRIRRRE

HtEKER - AR kRS T EOEEEEANTERIR
MU RN ERENRERRSE - 1202053831 BHE
HIEEBIE R R BIREM
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17 Amounts due from/(to) subsidiaries

The amounts due from/(to) subsidiaries are unsecured, interest-free
and repayable on demand.

17 B/ () B AR 2 &8
FEWY () B AR 2 SR ERARIEST - S8 BB mARDES (3 -

The movements of the amounts due from subsidiaries are as follows: FEWFIB AR Z 2EE 2 BT :
The Authority
EHE
ployl] 2019
HK$'000 HK$'000
AETIT BT
At 1 April RaB18 19,865 290,826
Additions e 239,799 172,998
Impairment losses (note) RERSE GER) (224,301) (443,959)
At31March 138318 35363 19,865
Note: SHE -

The Authority recognised an impairment loss relating to the current account
with a subsidiary that is loss making and there is no reasonable expectation of
recovering the contractual cash flows.

EEBHEEEREENBERENNE AR Z FRERIR B RRE
18 - MANESERPTTKESHRER
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18 RERIRIT4EER

The Group
£E

2020 2019
HK$'000 HK$'000

Time deposits with original maturities of three
months or less
Cash at bank and in hand

Cash and cash equivalents

Time deposits with original maturities over
three months

Cash and bank balances

BT BEETIT

FEREA=EARUNZ ;
TR 216,000 1,304,500

SRATTFRANIR S 11,072 3,122
REMEEEEY 227,072 1,307,622

REERBE =88 2 EHER

2,644,000 882,499

RERIRITHEER A 2,871,072 2,190,121

The Authority
EEF

2020 2019
HK$'000 HK$'000

Time deposits with original maturities of three
months or less
Cash at bank and in hand

Cash and cash equivalents

Time deposits with original maturities over
three months

Cash and bank balances

BETT BEETIT

REHBER=EATUNZ
THER 216,000 : 1,304,500

RITRRMER S 6,982 3122
RE&EMEEEEY 222,982 1,307,622

RERBE =R 2 EHER

2,644,000 882,499

R RIRITHRR 2,866,982 2,190,121
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19 Amount due to M+ Collections Trust

The amount due to M+ Collections Trust is unsecured, interest-free and

19 FE{IM+ Collections TrustZ &8
FE{IM+ Collections Trustz &84 EIXI « B RIEBEA

repayable on demand. BIRFHERE o
The Group The Authority
&5 EHEE
2020 2019 2020 2019
HK$'000 HK$'000 HK$'000 HK$'000
BT T BT T BT BT T
At1 April R4B1E 485713 552757 485713 552,757
Amount due from a subsidiary KPR AR 2 588 = § - (60,455) : (56,864)
Assignment R 12 (60,455) (67,044) - (10,180)
At31 March ®3B318 425258 485713 425258 485713
20 Trade and other payables 20 BS REMEMTR
31 March 2020 31 March 2019
2020£E3H31H 201943H31H
HK$'000 HK$'000
BEETIT BT I
The Group £E
Trade payables =Y ENEN 11,005 8,960
Payables and accruals for construction BEEHNZ AT
contracts FEETIRR 1,383,665 1,256,954
Provision for annual leave entitiements and EENEREER
MPF contributions EES IR 12,873 12,110
Accrued contract gratuity FERTET MmN 25,001 19,571
Contract liabilities aRaE 13,984 14,981
Other payables and accruals (note) HAtE TR ETIRE GEAR) 579,910 417,040
2,026,438 1,729,616

The Authority
Trade payables

contracts

MPF contributions
Accrued contract gratuity
Contract liabilities
Other payables and accruals (note)

Payables and accruals for construction

Provision for annual leave entitlements and

EER

BHEMR

BEAHNZBNRR
FEETIRIR

AEENFRERK
SRS R

FERH#RENE

BHEE

EAEA TR ERTIRER (FERR)

31 March 2020

31 March 2019

202043H31H 2019%3H31H
HK$'000 HK$'000
BETR BT

6,580 3,707

941,292 965,734

11,141 10,856

19,477 16,032

13311 11,426

561,276 401,207
1,553,077 1,408,962

Note:

As at 31 March 2020, other payables and accruals included payables for
construction contracts for government entrustment works amounting to

HK$408.3 million (2019: HK$266.4 million).

5308

R202053A31H » HttEM R E RN EERNZEIE
ZEEGHIRENTR4.083(EHTT (20194 : 2.664EETT) ©
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21 Lease liabilities 21 HHEAE

(@) REEGERERNEE
BEABFETI TREARE

(@) Amounts recognised in the balance sheets

The balance sheet shows the following amounts relating to leases:

31 March 2020 1 April 2019
2020438310 201944818
HK$'000 HK$'000
BT T BT
(note)
(GEfR)
The Group £E
Right-of-use assets EREEE 22,800 11,728
Lease liabilities HEEE :
Current TRED 21,782 : 9,224
Non-current 1EED 1,822 | 3,949
23604 13,173

31 March 2020 1 April 2019
2020£3H31H 2019%4H1H
HK$'000 HK$'000
BETT BT
(note)
(GEfR)
The Authority EER
Right-of-use assets EREEE 14,962 | 11,728
Lease liabilities HEEE 5
Current E 15414 9,224
Non-current JEED 260 3,949
15,674 13,173
Note: 53
In the previous year, the Group did not have any lease assets and lease liabilities in EREEE  SEUERETAIER(EBYEN)E17R
relation to leases that were classified as “finance leases” under HKAS 17 “Leases”. Mg, BT MmEHE, PNHEHEEENHEEE - FHAN
For adjustments recognised on adoption of HKFRS 16 on 1 April 2019, please 2019F4 A1 HIRM(EBMBRE L) F 1658 MERNAES

refer to note 2(c). " ' #2EHE2(c) °
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21 Lease liabilities (Continued)

(b) Amounts recognised in the profit and loss account

The profit and loss account shows the following amounts relating to
leases:

21 HHERE(R)
(b) FBRRAERIRE
BERETN TREERSE

Depreciation charge of right-of-use assets ERESETEER

Interest expense (included in finance cost) FERAX GTARERAN)

Expense relating to short-term leases BRFHEEENXH
(included in other operating expenses) GtAEMEEERN)

The Group The Authority
2020 2020

&£E EEE
20205 20204
HK$'000 HK$000
BT BT
(19.964) (15,497)
(728) (504)
(11,250) (109)

The total cash outflow for leases in 2020 was HK$21,333 million (the
Authority: HK$ 16,734 million).

(c) The Group's leasing activities and how these are accounted for

The Group leases various offices and warehouses. Rental contracts are
typically made for fixed periods of 18 months to 3 years, but may have
extension options as described in (iv) below.

Lease terms are negotiated on an individual basis and contain a wide
range of different terms and conditions. The lease agreements do not
impose any covenants other than the security interests in the leased
assets that are held by the lessor. Leased assets may not be used as
security for borrowing purposes.

(d) Extension and termination options

Extension and termination options are included in a number of property
leases across the Group. These are used to maximise operational
flexibility in terms of managing the assets used in the Group's
operations. The majority of extension and termination options held are
exercisable only by the Group and not by the respective lessor.

22 Deferred income

On 29 June 2017, WKCDA signed a Collaborative Agreement with the
Palace Museum to develop the HKPM at the WKCD. The design and
construction costs of the HKPM are funded by a donation of HK$3.5
billion from HKJCCT.

As at 31 March 2020, HK$493.3 million (2019: HK$204.8 million) out
of HK$494.2 million (2019: HK$206.7 million) was received/receivable
from HKJCCT.

2020 FHENR &ML AREA21333RET(BER :
167.34{887T) °

(c) KEBEFERIENRA

SEHEEZERELRTSE - HEGHEEANF18ER
EIFHEEHIR - MEANEH T (vIFTRAEISHERE -

THERREREERER - BEARERERRRMEE IR
HEARENHEEENEFRERS - HEBRILEMEN
EM225 - HEEENSAEETRIERR

(d) FEHARR4RIE3EiEME

SENZEYMFEE O SRR ILREE - ZFEFRY
ARSEEEEEEMAEENEEETERAZERS °
ARSI B R A& L BB E T R ERTTE - 115
FEAREAANITEE

22 JEIEIRAN

R201756 A29H @ EERERZEYREIIEFRZ
FEURANBREEREULENE - FEREXLEY
BRI EERAERE LRSS RERETESNIERE
FBTTIREEA -

722020438310 » #E4.942(8 7T (20194F : 2.067{=%
7T) FH4.933(=87T (20194 : 2.048fEH7T) BEUK / FEIK
ESEEOEEETESNIE -
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23 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 (@) 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 (see 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 (see note 2(j)).

24 Banking facilities

The Group has uncommitted money market line facilities of HK$250
million (2019: 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 2020 and 31 March 2019.
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23 B RfH#E

(a)

(b)

(c)

24

B
R2008F 7548 » HBFATREILEEMEZEZER
BEEFRE—EBEFT16[EETLELRAN

RB(BENEG)FE2202)% - ERBREQUEEHZEENER
HEBNE )  EERAMBR(BEER) | ROHEREEN
EEBM RN B RENNEREEME LR R

Bt o

M+ Collections TrustZ k(&

B216EETTATEIRENNS - —F 12148 TNSER R
ERARBEEYERR ° EEEREE2017F383181E
FERIE (BHEE12(a) @ EEBERIZM+ Collections
Trust 2 DR GEME - W ZIBRPERE—F1214EETT
HNE&E(RREETHEFEABEINERESR) FMPlus
Collections Limited (RR(SFEREERBENERESR)
FAREEEYERS o

EEAEREREERROFBEHNME12()

AR EEE S AE M SERBGHE
RAsEERHE

ManBEFEBESEH T ANEMSERENFEESER
BEERRREIRAFE ZRB(EBUBRSEADFOREZ

FZNREERFTEENFE (RE2() °

IRITIEERHE

ST T —BEE25RBIT (20195 : 2.5&BT) 23
AEEENIBEERH - MBUEERTAXFEREX
F&ETE - R2020563831HK&2019463A31 B EX
FRIEEE -
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25 Commitments

(a) Operating lease commitments

Commitments for total future minimum lease payments under
non-cancellable operating leases are as follows:

25 F&IfE
(a) EEHERE

TR SERE 2 RIS ABEERTT

The Group
£EH

2020 2019
HK$'000 HK$'000

The Authority
EES

2020 2019
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 BETTT BETT BT T

- 10,180

- 14771
- 4877 = 4,189
- 19648 - 14,369

(b) Capital commitments

Commitments in respect of capital expenditures on property, plant and
equipment and intangible assets are as follows:

Contracted but not provided for (note) ESELEREE GEE)
« Property, plant and equipment . W% BEREE
« Intangible assets - MLEE
Authorised but not contracted for EfEERED
« Property, plant and equipment o W BEKREE
« Intangible assets . BMEE

(b) EAREIE

R ~ BB RRETEL EEE AR ARENT ¢

The Group and the Authority

SEREER
2020 2019
HK$'000 HK$'000
BT BT
8,029,334 10,182,382
27,843 33813
8,057,177 10,216,195
3,200 -
6,631 1,643
9,831 1,643
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25 Commitments (Continued)

(b) Capital commitments (Continued)

Note:

As at 31 March 2020, apart from the foregoing, commitments relating to
government entrustment works of HK$1,469.8 million (2019: HK$1,951.5 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. 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 has been pursuing the recovery of the full value of the performance
bond of HK$297 million from AIG Insurance Hong Kong Limited (“AlG"). To that
end, a Notice of Demand under the Bond was served on AlG. When AIG failed to
pay the amount demanded, a writ (HCA 2039/2018) was filed and served on AlG,
in accordance with High Court procedure, the Authority made an application for
summary judgement under the writ, which was heard on the 10 April 2019. On 2
April 2020, the high court gave summary judgement in favour of the Authority and
made an order for AlG to pay the full value of the performance bond to WKCDA
together with pre and post judgement interest. On 14 April 2020, the amount
$327.2M was received from AIG (including some $30 million interest). AlG is
currently in the process of appealing against the summary judgement.

26 Net debt reconciliation
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25 F&iE (48)
(b) EAEIE(E)

FEAE

R20205F3A318  IRTEIHREIN  BREBFZRFEIEZK
EE{EA14.698H7T (20194 : 19.515EH7T) EELERE
o

EEFR2018488 17 B REBM+EYEE B TEE4I4ILIER
MEEERERAT (THFEL) ° R20185F9H24H » EEFH
HALBMB /A FBlue Poles Limiteds T3 E5E 1% - ARE T
M+EYEEIEENEETRE  8EF HBENEHEE - THRIRE
M+EEEFETRANETNIRES - EERIZREFIEE
BRAREREBEEAER  BERBEE - 8ERRLE
FEHMEM+HEYEEIE B AR AIE B A MU H AR BIEEN
HIBTERRINEA - TERIEFENENE > BEER—ERNEE
DRBESERAR (TEERE)) KDL BBORES297E
BIT o Al EERBIERBERSEHNMRBNESXESER
B o BETRBAREXMNERNWAKIER - EEFBLR (HCA
2039/2018) ISR EX DRI © RBSFERER - BE
BERBSIREBESFIR » RANR2019F48 10HET - R
20205 4F28 » SEARELEZHIR - AIEEERF - I
EHHSERET R BENRZSFTEER  1ER
FRATAFSREFE © 1R202054 85148 » EEERIEXfH—E
3.272{BTCIFIE (B3E493,0008 TTH) B) » i {RERIR IEFL S
SHRIRE R -

26 EF5IFEEIR

The Group The Authority
-3 BEEF

HK$'000 HK$'000

Liability from financing activities RS EHNAE
Net debt as at 31 March 2019
Recognised on adoption of HKFRS 16

(see note 2(c)) (RH3E2(0)

Net debt as at 1 April 2019, as restated

Cash flows — principal payment HE&ER—AeX
Acquisition - lease WeE—fHE

Net debt as at 31 March 2020

MR201943 831 HMERS FEE
R E BRI BIRELERD 1 635 IFHES

§220195F 4R 1 BNERIRE - KEY

122020E3A 31 BNERRE

BETR BRI

13173 13173

13173 13,173
(20,605) (16,230)
31,036 : 18,731
23604 15,674




-’I 68 WEST KOWLOON CULTURAL DISTRICT AUTHORITY BN X E &R/
ANNUAL REPORT 2019/ 20 BE# &

STATEMENT OF ACCOUNTS
L=ESES

NOTES TO THE STATEMENT OF ACCOUNTS
& B ERRFIE

FOR THE YEAR ENDED 31 MARCH 2020
HZE2020F3831HILEE

27 Material related party transactions 27 EXRABARS

(@) Parties are considered to be related to the Group if the parties have the () MHB—TREHEEREREFH S TEEAZENNEEN
ability, directly or indirectly, to control the Group or exercise significant MBMEERE - ZH— A URAKENREET - R2ZIK
influence over the Group in making financial and operating decisions, or R MAIRBE|MRMS - EEEBUFEFT - WRESRBUGE
vice versa. For the purpose of the statement of accounts, transactions HERZENRS @ FREATEEBRIEBERAIIN S (it
between the Group and Government departments, agencies or -~ EHRBERAEN - RERBARS - REAFE - IR
Government controlled entities, other than those transactions such FERIR B RREMED NFRIAERLI RS - SE R
as the payment of government rent and rates, fees etc. that arise in TETUTERRS :

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:

The Group and the Authority
EEREER

2020 2019
HK$'000 HK$'000
ABETT BT

Income from placements with the Exchange SNEE SN (FiiE14) :
Fund (note 14) 331,112 | 524,085

Government entrustment works carried KRESEFNTREBATETZ
out on behalf of the Government of HKSAR BT I (734,658) (710,647)

Reimbursements received from the Government I{EXE B4 RI1TE E BTG EEET
of HKSAR for carrying out some government TRZER

entrustment works 617,053 683,191
Salaries and related costs of secondees from  EERAITREBFEHETH
the Government of HKSAR FrEfERERA 3,228 5,906

(b) Assignment of the museum collection to M+ Collections (b) EH:EEYEERMFM+ Collections Trust

Trust

The M+ Collections Trust was established for the purposes to hold HXIZM+ Collections TrustZ B R A BB BN EIEE
the beneficial ownership of the museum collection for the benefit of EYER MBS » MM Plus Collections Limited
the Hong Kong community whereas M Plus Collections Limited, a (BEERNWEBARNERETNZEAN) BRETHERE
subsidiary of the Authority, acting as the Trustee of the Trust holds the RIS R A AR o

legal interest in the museum collection in trust for the Trust.

Details of the assignment of museum collection from the Group to the EEOEAEERYERLDNFEEHINME12(c)
Trust have been set out in note 12(c).

(c) Key management personnel remuneration (c) FAEEIEASHSE

Details of the remuneration of Senior Executives are disclosed in note 7. EARAITRA BB BERHIE7HEE -
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28 Financial risk management

(a) Financial risk factors

(i)

(iii)

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. The Group did not have any significant foreign currency
risk.

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 2020, 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 (see note 14), 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.

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 2020, 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.
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28 M EGETE
(a) FEEBEE

(U]

(i)

(iii)

EERBEEBRETRRER - EERBH LT EHBER
e RBHEEFREFEENERERE - MBI 2ES
HNEIAERRESEEIRESR

SN R

BEAEENNEEERIREY - FEINERRER
REHIFLUEEAHERUINE SRS EREE -

EERE-ERERERY - AREEREHNERER
51 AXEREEINERR o EEIEEMERIMER

FERE R

HERERETRTENARBEESRRRE ARG EETS
FRSETIREARR © 1R2020F3A31H * KEZER
BEEQEIEESERNBITENR - BEINEESTFRN
EERDEFEE (RITE14) - BROTFRUEEF X
B o HRITEFUIRBHBANR - RILEIRE{ERSE
Hz FEBERTERHISTREETE -

EERRE

FERREHFIHEREGNEESHERLREMBE
BRRERR - 1220206383180 » KENEERRIERFS
FRRITEINERESTFR - RITERTE S REMEER
EFRTE A ©

EEHREHTPESERNIIMNEESREIAME @ LR
SERERITHEEEERERZ SRR -

EESZERT / BB ERERRRAERE - HHER
REGERREAETRE—HFTT  REZRT /B
NEFIIRE RS ERAERE - MEREDERZSE
RIT/IBBNEBERERENELAEREEZEESS
HEERME ° teoh - RBERLCENSRORRE - CROEN
RIT/ BBREMUREARAERESEHRE  BIINE
e
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28 Financial risk management (Continued)

(a)
(iii)

(iv)

v)

Financial risk factors (Continued)
Credit risk (Continued)

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 2020 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.

Sensitivity analysis

*  Foreign currency risk

As at 31 March 2020 and 2019, the Group was not exposed to
significant foreign currency risk.

e Interestrate 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 2020, 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$8.7 million (2019: HK$13.1 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 2020, 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 (2019:
decrease/increase) the Group's loss (2019: loss) for the year by
approximately HK$2.9 million (2019: HK$2.2 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.

28 M EREE ()

(a)
(iii)

(iv)

(v)

B ERRER ()
EEEEAC)

BERBRERS REMBEENER - BREENESE
WS RREAAES » I EEREEETER - B
A EEESEEBANEERRE - 2020638
31 BVTEIRE B R IR R R BRI o

EREBFINTRERN 2 SETES RETATRAR
EFTNEHARNER > MERREBSHEZH
Wi EREAHER °

REBETER
EBEZBREEBGERER MNRRNRBESER - MUE

REFEFTENREHR U BHNRE AIEAERT
EERELENEEH R RBRESESTR °

FERAMMEATHFE - BINMEBSONEEIRES
WHEENSEEEBPEMEREXN - KEREES
BERERANEMTERER AR ALER—F AR
BRI S ATRIFRIE

BRE DT
o IMNERRR

20205 % 20194638311 » EEMEATERIMNE
s

. RIEER

EEAZEINERE SRV CIREEE FTEENMIEE
b HhEERENREE1BERE © $12020F3831H 254
EESTRERMS - RUNEIREEAFEEM /7
 flEt
SEZINEESTFRRNIZEEEESFEFEZIEM/ H
/D8T0EETT (20194 : 1,3108387T) °

SEEINEAZIRITERA TSR Eh i E £ RFIE
BB o 5202056331 H 2 ERTFRERTS - BRA
FEFREZHEEIE / BRD0.1% (R105H EEE) -

MURFIAEMRRAE » et EEFEE 288 (2019
F R SESERED 15N (20194  F / 1#50)
#2908 87T (20194 : 2208387T) ©

BB RAF R EBRRI SR DT 2 R T R R )
REEABRERHEEQERT ERBEZAFENE
HEmR e
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28 MBERERE (1)
(b) BAEREE

SENEAEERR  EREEBEEHFELSERERE
BEEANNENULRE - 1B E R
B ERIRI R o

28 Financial risk management (Continued)
(b) Capital risk management

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.

SENEEES T EHBATRENFTIIRRRE - REB(E
N - EEANEENEENBSRERNSHIEER
MERUBEEMHOTRIRERES -

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.

(c) Fair value estimation () AEEM
BRREEIIIR L MEE / (BE)

TRE5ERNR2020F3831H @ R(EEBHBEREAER)
F1RAREEFE FEENRABEERIEEN =
LAlF - MARBEFESATHNIRERRIREQRE
ENEERSE HAABERNEEEEELRER
TRINEZEAABEEBASEBRENETRER - BB

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 2020 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 HELRINERUT :

inputs are defined as follows:

» Level 1 (highest level): quoted prices (unadjusted) in active markets - ER(EEKE)  KETEEREEENS LB
for identical assets or liabilities that the Group can access at the THEIE ES B ERRE CRTE) |
measurement date;

» Level 2:inputs other than quoted prices included within Level 1 that o B2 RE1RBFENREN  TTEESBERERZ

BENABENVEAZE

are observable for the asset or liability, either directly or indirectly;

BIR(RITRF) - MEBRRZEENBBENBNE

)

* Level 3 (lowest level): unobservable inputs for the asset or liability. .

The Group and the Authority

EERERR
Level 1 Level 2 Level 3
F1R 24k 3R
HK$ million HK$ million HK$ million
BEHET BEEHETT EEEET
2020 20204
Financial assets at fair value through UNEEFEEEEEEA
profit or loss BHENEREE
Placements with the Exchange Fund INEREEER
(note 14) (FFEE14) - - 8,664
At 31 March 2020 R2020%3H31H = - 8,664
2019 201945
Financial assets at fair value through UNREEFTEEEEEEA
profit or loss BRNEREE
Placements with the Exchange Fund INEEBTERR
(note 14) (KHfzt14) - - 13,103
At 31 March 2019 R201943H831H - - 13,103
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28 Financial risk management (Continued)
(c) Fair value estimation (Continued)
Financial assets/(liabilities) carried at fair value (Continued)

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.

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 2020.

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

As mentioned in note 14, 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.

28 ABEBREE ()
(©) AsEERKE ()

NS EEFIRAIZHEE / (RIE) (&)

EERTSEEENERTAENAREERBEERERS
RENTSHREIIR - EREVASNEBHRESRS
T X582 ENAL - EEBRBERRERBE
B MZEFRERRBRLFRZELEETNERNERT
BRBE - A RAAER - WETHEBEES 1K -

REMERETSEENSM TR (PIIISMIETR) KA
AEE SFRGERNETE - LELERTEEFNAR
BEMSHEWH) - TREMRBERISEME - !
AE-EEMTENAAEEMSNMEERBAZRES
ABRREBE - MZRTEEIINE2R - SENAHEERE
FEERSNE SR 24R - WREE202063A318 1k
FEEIHANA L FERR -

- REBREIRANEE B R G ERAEEA
SRR

MANMEE14FTR - REERBERGIRE @ FZHHNES
YA REERREEBERERBOSOTRETS
HEIRER  ERMTHRRRR R &RERE

M—IEH S EE RN EWRBEATRETISEE -
AIZTABIINGER - SMNEESTREIINEIL
A RBERSERRBFOMLRELREFER
T - HRARBEENAHEIREE



28 Financial risk management (Continued)
(c) Fair value estimation (Continued)

Financial assets/(liabilities) carried at fair value (Continued)
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28 MBERERE (1)
() AffE{ELE ()
AR BEHESIREIRMEE/ (A1) (4)

*  Movementin Level 3 fair value measurement

s ARBEEREREIRZES)

The Group and the Authority

At 1 April R4B1H
Income from placements with the Exchange  RAExsFk PR >

Fund recognised in the profit and loss SNEEEL S TEERIRN
account

Withdrawal $REX

At 31 March H3831H

SEREER
2020 2019
HK$ million HK$ million
BERET BEEBT
13,102 12579
331 524
(4.769) : -
8,664 13,103

e 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 2020 and 2019, there were no
transfers between Level 1 and Level 2, nor transfers into or out of
Level 3.

EATNAREMANSEZ BUENKEIRAAEER
EFEAZEERTTHR

BIREMEEZ AABERSERRBENGIRE
EERFTEIRTE © REBEIMEENRAIRRBAZEF
HEBRRZEN  BIAGHEEZBEREEAR
o

REZE2020F K% 2019F3A31HIEMESFE » FE15H&
FURNLFEE > MEIRINZEEBNNEHEIE -
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