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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 121
to 175 (the "Statement of Accounts"), which comprise:

» the consolidated statement of financial position of the Group and the
statement of financial position of the Authority as at 31 March 2021;

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

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

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

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

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

Our opinion

In our opinion, the Statement of Accounts gives a true and fair view of the
state of affairs of the Group and of the Authority as at 31 March 2021, 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
2020/21 Annual Report, which is expected to be made available to us after
that date.

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

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

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

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

the West Kowloon Cultural District Authority Ordinance)

Responsibilities of the Authority for the Statement of
Accounts

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

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

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

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

Our objectives are to obtain reasonable assurance about whether the
Statement of Accounts as a whole is free from material misstatement,
whether due to fraud or error, and to issue an auditor's report that includes
our opinion. We report our opinion solely to you, as a body, in accordance
with section 29 of the West Kowloon Cultural District Authority Ordinance
and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users
taken on the basis of the Statement of Accounts.

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

¢ |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.
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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)

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
EERUKES BB
Certified Public Accountants

HEETHAD

Hong Kong, 18 June 2021
&% 202146H18H
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STATEMENT OF ACCOUNTS

IREHRR

STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME

Em &k HMEET®ER

FOR THE YEAR ENDED 31 MARCH 2021
BE20214F3831HILEE

Income

Revenue

Income from placements
with the Exchange Fund

Bank interestincome

Expenses

Staff costs

Programmes and research

Other operating expenses

Net impairment losses on
financial assets

Loss before depreciation,
amortisation, finance charges
and income tax

Depreciation and amortisation

Income tax

for the year

Interest expense on lease liabilities
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Loss and total comprehensive loss FEERERESEEIE

M

17

The Group
£E

2021
HK$'000

BETR

43976

2020
HK$'000

BT

53481

The Authority
EER

2021 2020
HK$'000 HK$'000
BETT BT

191,925 121522

341,823 331112 . 341823 331,112
24,976 | 57,853 : 24,969 57,853
410775 442446 558717 | 510487
(390875) (335038 (266894) (237,335)
(54,886) | (92,320) (23.851) (59,244)
(455,350) | (314,354) | (411,988) | (279,800)
- - (370,857) (224,301)
@01,111)  (741,712) _ (1,073590)  (800,680)
(490,336) (299,266) (514,873) (290,193)
(378088). (304252  (371.817)  (299,785)
(330) (728) (195) | (504)

. (868,754) (604246) (886,885) (590,482)

The notes on pages 128 to 175 are an integral part of this statement of

accounts.
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@TATEMENT OF ACCOUNTS
R B R

STATEMENT OF FINANCIAL POSITION

— 122

ISR R
AS AT 31 MARCH 2021
12021438318
The Group The Authority
o] EEF
2021 2020 2021 2020
HK$'000 HK$000 HK$'000 HK$'000
BT BHTIT BT BT
Non-current assets EREEE
Investments in subsidiaries RBABEZIRE 10 - - 50 : 50
Property, plantand equipmentand  #% - BB K& E 3 ]
interest in leasehold land THE T hiER 1 15,742,589 | 14525136 | 15,719,420 | 14,525,136
Investment properties "B 1 1,585,133 | - 1,585,133 | -
Intangible assets RmvEE 13 158,004 : 161,383 | 158,004 : 161,383
Placements with the Exchange Fund  SMNEE®:175R 14 - 6500000 : - 6500000
Right-of-use assets EFtERE 15 1,970 22,800 | 402 14,962
17.487,696 . 21209319 |  17,463009  21,201531
Current assets mENEE ] ]
Museum collection b7t 12 28581 | 33808 ! - -
Trade and other receivables B 5 R E AR 16 586,385 586,385 ' 583,477 | 575,623
Amounts due from subsidiaries EEMBAR 2 £ 17 - - 88 : 35,363
Placements with the Exchange Fund ~ SMNEESFR 14 9,005,351 : 2,163,528 : 9,005,351 : 2,163,528
Bank interest receivables FEBERITRIR 46 : 19,866 ! 46 | 19,866
Cash and bank balances R&RI(THEER 18 486,082 . 2871072 : 485008 i 2,866,982
10106445 = 5674650 . 10073970 . 5661362
Current liabilities mENEE
Amount due to a subsidiary ERHEB AR ZE8E 17 - - 496,358 442,423
Amount due to M+ Collections Trust ~ f&{tM+ Collections Trust : :
ZEH 19 384,477 425258 | 384,477 425,258
Trade and other payables B2 REMENR 20 2,547,137 | 2026438 | 2002382 | 1553077
Lease liabilities HE&E 21 2,043 21,782 433 | 15,414
2933657 2473478 2883650 2436172
Net current assets REREHE 7172788 3201181 7,190,320 3225190
Total assets less current liabilities  REARERREIE K 24660484 24410500 | 24,653,320 24,426,721
Non-current liabilities EREIGE
Deferred income EFEN 22 1,591,683 | 494225 | 1,591,683 ! 494,225
Accrued contract gratuities FERHH MBS 37,401 | 14,299 | 27,540 | 11,245
Lease liabilities HEaE 21 - 1,822 - 260
1,629,084 510346 1,619,223 505,730
Netassets AEHME . 23,081,400 23900154 | 23,034,106 23,920,991
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STATEMENT OF ACCOUNT@
R B R

STATEMENT OF FINANCIAL POSITION (CONTINUED)

BEsIRR R (46)
AS AT 31 MARCH 2021
®2021438318

The Group The Authority
£E 5]

2021 2020 2021 2020
HK$'000 HK$'000 HK$'000 HK$'000

Retained profits and other reserves  {RE& iz FI| R EAth{#{E

Equity i3

Capital - Endowment from BE&—-SFBHITHE ]
the Government of HKSAR B 23(a)

Distribution reserve to M+ Collections Trust
M+ Collections Trust kI 23()

BETR BT BETT BHTIT

21,600,000 | 21600000 | 21,600,000 21,600,000

(1214000 (1.214000) (1,214,000)  (1,214,000)

. 23,081,400 . 23900154 = 23,034,106 . 23,920,991

2,645400 . 3514154 . 2,648,106 | 3,534,991

The statement of accounts on pages 121 to 175 was approved by the
Board of the Authority on 18 June 2021 and was signed on its behalf by:

The Honourable Henry TANG Ying-yen, GBM, GBS, JP
ERESRE, KERNEHE, GBS, JP

Chairman of the Board

BEERERE

The notes on pages 128 to 175 are an integral part of this statement of
accounts.

F121E175EMRBEERRN2021E6 B 18HEEEREE=F®Z
A WHMTALRERSE

The Honourable Ronald ARCULLI, GBM, GBS, JP
EEBE%E, KEMEE, GBS, JP

Director

2
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<;%ﬁIEMENTOFACCOUNTS
L=ESES

STATEMENT OF CHANGES IN EQUITY
EmEaR

FOR THE YEAR ENDED 31 MARCH 2021
BE20214F3831HILEE

The Group
&5
Capital - Distribution
endowment reserve to
fromthe M+ Collections
Government Trust
of HKSAR M+ Collections Retained
e —FER Trust profits Total
TR EBATER iR gzl #ast
HK$'000 HK$'000 HK$'000 HK$'000
BT BRTIT BT BT
Balance at 1 April 2019, 2019548 1BRIGEER -
as previously reported SERIZR 21,600,000 (1,214,000) 4,118,578 24,504,578
Change inaccounting policy—  &rHEREE) —(EBMERS
HKFRS 16 RN 165% - - (178) (178)
Balance at 1 April 2019, as R2019F4 8 1 HRIAERR
restated KRE7 21,600,000 (1,214,000 4,118,400 24,504,400
Loss for the year and total FEEFERFESEEE
comprehensive loss for “azE
the year - - (604,246) (604,246)
Balance at 31 March 2020 202043831 BIAESR 21,600,000 (1,214,000) 3,514,154 23,900,154
Loss for the year and total FEBEERFELHEER
comprehensive loss for “aEE
the year - - (868,754) | (868,754)
Balance at 31 March 2021 1220215331 A AVEEER 21,600,000 (1,214,000) 2,645,400 23,031,400

The notes on pages 128 to 175 are an integral part of this statement of F128E175E M MEE R AR B RN EEHS -

accounts.
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STATEMENT OF ACCOUNT@
L=ESES

STATEMENT OF CHANGES IN EQUITY (CONTINUED)
EmEER (1)

FOR THE YEAR ENDED 31 MARCH 2021
BE20214F3831HILEE

The Authority
EEF
Capital - Distribution
endowment reserve to
fromthe M+ Collections
Government Trust
of HKSAR M+ Collections Retained
E&—-EFERH Trust profits Total
T E BB 25y ikfE S =2 pgil] 4ast
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT T BT T
Balance at 1 April 2019, R2019F4 8 1BIVEES
as previously reported SERIE 21,600,000 (1,214,000) 4,125,651 24,511,651
Changeinaccounting policy—  &sHECRESR —(FBMERS
HKFRS 16 ZRINE16%% - - (178) (178)
Balance at 1 April 2019, as 2019548 1 BRV%EER -
restated RE7 21,600,000 (1,214,000 4,125,473 24,511,473
Loss for the year and total FEBEBRFEESERE
comprehensive loss for e
the year - - (590,482) (590,482)
Balance at 31 March 2020 12202043531 B04SER . 21,600,000 | (1,214000) 3534991 23920991
Loss for the year and total FEEERFESHEEBE
comprehensive loss for Rk
the year - - (886,885) | (886,885)
Balance at 31 March 2021 12202143031 QR4S . 21,600,000 (1,214,000) 2648106 = 23,034,106

The notes on pages 128 to 175 are an integral part of this statement of
accounts.

F128E175H MR AR E MRNWERED -
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@TATEMENT OF ACCOUNTS
R B R

STATEMENT OF CASH FLOWS
BERER

FOR THE YEAR ENDED 31 MARCH 2021
#E2021463A31 HILEFE

The Group The Authority
£m BEHEE
2021 2020 2021 2020
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BT BT
Operating activities EETE
Loss for the year FEEHIE (868,754) (604,246) (886,885) (590,482)
Adjustments for: AEIEE
Netimpairment losses on financial ~ &REEREEIETEE
assets - - 370,857 224,301
Depreciation and amortisation eI 378,088 304,252 371,817 299,785
Loss on disposal/written off of HE T - BRER
property, plant and equipment B REYEZEER
and investment properties 80,984 - 80,984 -
Income from placements with the INEESFTIIAN
Exchange Fund (341,823) (331,112) (341,823) (331,112)
Bank interest income SRATHIRIRN (24,976) (57,853) (24,969) (57.853)
Interest expense on lease liabilities ~ FAE&EFEXE 330 728 195 504
Changes in working capital: EELESEE)
Decrease in museum collection SRR 5,227 10,117 - -
Increase in trade and other &5 REMMEWEUE N
receivables = (235,126) (7,854) (225,084)
Increase in net amounts due from FEW A B Z & Eatg 0
subsidiaries - - (281,647) (239,799)
Decrease in amount due to M+ &M+ Collections Trust
Collections Trust 2R (40,781) (60,455) (40,781) (60,455)
Increase in trade and other payables B 5 K H{th FET =R AN 325,280 171,378 503,240 169,824
Increase in non-current liabilities EREN AL 16,546 97,398 9,739 96,763
Cash used in operations SEFRRE (469,879) (704,919) (247,127) (713,608)
Interest paid EMFIE (330) (728) (195) (504)
Net cash used in operating activities &:&;EZEIFFANRS R (470,209) (705,647) (247,322) (714.112)
Investing activities REEE
Purchases/construction of property, &, BEWE - BEX
plant and equipment, investment R WEYENER
properties and intangible assets BE (a) (3,040,249) (3.601,491) (3,266,434) (3,601,491)
Donations received fromTheHong BWEBEESEEET
Kong Jockey Club Charities Trust HEigg (a) 1,104,014 191,936 1,104,014 191,936
Withdrawal of placement with the REUNERSER
Exchange Fund - 3,800,000 = 3,800,000
Proceeds from withdrawal of income  $ZEXINEESFZRUIIA
from placement with the Exchange ~ FFiSIE
Fund - 970,347 - 970,347
Net receipt from/(placement of) time REHIEZBE={E8 ZEH
deposits with original maturities FRBER (770 7388
over three months 2,644,530 (1,760,282) 2,644,524 (1,760,282)
Interest received BIKFE 44,265 45,192 44,265 45,192
Net cash generated from/(usedin) X&FEENESE, (FiF) M
investing activities REPE 752,560 (354,298) 526,369 (354,298)

126 WEST KOWLOON CULTURAL DISTRICT AUTHORITY FAAX L EEEF
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STATEMENT OF ACCOUNT@

R B R

STATEMENT OF CASH FLOWS (CONTINUED)
bk = B )

FOR THE YEAR ENDED 31 MARCH 2021

#ME202153A31 HILEFE

The Group The Authority
&5 BEHEE
2021 2020 2021 2020
HK$'000 HK$'000 HK$'000 HK$'000
ARETIT BT BETT AT
Financing activities BhE RS
Payment of principal elements of EEREaEASID
lease liabilities 26 (23,341) (20,605) (17,021) (16,230)
Net cash used in financing activities R EEIFTFAMIRS R (23,341) (20,605) (17,021) (16,230)
Netincrease/(decrease) in cash and IR&ERIREZHEZWIEM
cash equivalents (R) B8 259,010 (1,080,550) 262,026 (1,084,640)
Cash and cash equivalents at FUNREFRSEEY
beginning of year 227,072 1,307,622 222,982 1,307,622
Cash and cash equivalents at FRNVFESRREEEY
end of year 18 486,082 227,072 485,008 222,982
Notes: SRR

(a)

(b)

The cash reimbursement from The Hong Kong Jockey Club Charities Trust
("HKJCCT") of HK$1,104 million (2020: HK$192 million), in the form of cash
donation, was received to finance the construction costs of Hong Kong Palace
Museum of HK$1,349 million (2020: HK$274 million) which were included in the
"Purchases/construction of property, plant and equipment, investment properties
and intangible assets".

Major non-cash transactions:

The Group reinvested the income of HK$318 million (2020: HK$242 million)
which was earned from the placements with the Exchange Fund for January to
December 2020. The income will be repaid by Hong Kong Monetary Authority
("HKMA") together with the principal amount on the maturity dates in 2022 (2020:
2022) unless the Authority gives notice to HKMA for withdrawal of the income
amount prior to maturity dates. Details of the arrangement are disclosed in note
14.

The notes on pages 128 to 175 are an integral part of this statement of
accounts.

(a) WEEEEETELECTESLIRSEEEARHNRSENS
11.04{2747T (20204 : 1.92(F87T) © BAIERMTEE 29
¥ - BERRE - REVENRLEE FNEEREXLEY
BERVRRSEEE F13.49f2557T (20204F © 2.74{=787T) ©

(b) FEFRERS :

EESH202041 8 Z 12 B BB TEINERE S ERETHENIBA
3.18fEETT (20204 : 242878 7T) BIRERIINERE ST ° IR
FEERRIMHITBENEESMEER ("£ER.) RIEH
W - BRIZZE R AIER 20224 (20204 : 20224) WEIEAR
ERASRETEER © sFAITHINMEE 14185 -

F128E175HIMIEE R AR B MR NERED -

WEST KOWLOON CULTURAL DISTRICT AUTHORITY A XK B EIEF

ANNUAL REPORT 2020/ 21 BFiRE

127 =—



@TATEMENT OF ACCOUNTS
L= ES

NOTES TO THE STATEMENT OF ACCOUNTS
& B ERRbIE

FOR THE YEAR ENDED 31 MARCH 2021
BZE20214F3A31HILFE

—RRE R

1 General information 1

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 9/F
WKCDA Tower, West Kowloon Cultural District, No. 8 Austin Road West,
Kowloon, 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 HK$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

(@) 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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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

Amendments and improvements to existing standards and
interpretation which are effective in the current financial year and
adopted by the Group

During the year, the Group has adopted the following amendments
and improvements to existing standards and interpretation which are
relevant to the Group's operations and are effective for accounting
periods beginning on 1 April 2020:

Amendments to HKAS 1 Definition of Material
and HKAS 8
Amendments to HKFRS 3 Definition of a Business

Conceptual Framework for
Financial Reporting 2018

Revised Conceptual Framework
for Financial Reporting

The new standards and amendments listed above did not have
material impact on the amounts recognised in prior periods and are not
expected to significantly affect the current or future period.
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2 Significant accounting policies (Continued)

(b) Basis of preparation (Continued)

() New standard, amendments, improvements to standards and
interpretation adopted (Continued)

New standards and amendments to existing standards which are
relevant to the Group but are not yet effective and have not been
early adopted by the Group

At the date of approval of these statement of accounts, the following
new standards and amendments to existing standards have been
issued but are not yet effective for the year ended 31 March 2021:

Amendments to HKFRS 16" COVID-19-related Rent
Concessions

Amendments to HKFRS 7, HKFRS 9 Interest Rate Benchmark Reform

and HKAS 397

Amendments to HKAS 16 Property, Plant and Equipment:
Proceeds before Intended Use

Amendments to HKFRS 3 Reference to the Conceptual
Framework

Amendments to HKAS 37 Onerous Contracts — Cost of

Fulfilling a Contract
Annual Improvements to HKFRS
Standards 2018-2020

Annual Improvements Project

2 EEREEHBER(HE)
(b) SRIEZE ()
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& e &Rt
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HKFRS 17
Amendments to HKAS 1%

Insurance Contracts
Classification of Liabilities as
Current or Non-current

Amendments to HKAS 1% Disclosure of Accounting Policies
Amendments to HKAS 8™ Definition of Accounting
Estimates
Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28" between an Investor and its

Associate or Joint Venture

0 Effective for annual periods beginning on or after 1 June 2020

@ Effective for annual periods beginning on or after 1 January 2021

@ Effective for annual periods beginning on or after 1 January 2022

™ Effective for annual periods beginning on or after 1 January 2023

©  No mandatory effective date yet determined but is available for adoption

These new standards and amendments 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
future accounting periods and on foreseeable future transactions.
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Significant accounting policies (Continued)

(c) Consolidation

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 statement of financial position, 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.

(d) Foreign currency translation

(i)

(ii)

Functional and presentation currency

ltems 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.
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Significant accounting policies (Continued)

(e) Property, plant and equipment, investment properties and

(@)

interest in leasehold land
Property, plant and equipment

Property, plant and equipment, other than assets under construction,
are stated at cost less accumulated depreciation and accumulated
impairment losses. 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 statement of profit and loss 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

—Building structure 50 years
—Facade 20 years

— External works - soft landscaping 10to 15 years
— External works —hard landscaping 30vyears

Leasehold improvements

Furniture and equipment

5to 15 years or the unexpired
lease term, whichever is shorter

—Building services 20 years

— Furniture, fixtures and equipment 5to 15years
Computer equipment

—ICT infrastructure 8to 20 years
—ICT equipment 3to8years

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, construction 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 and investment properties categories
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 statement of profit and loss on the date of retirement
or disposal.
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Significant accounting policies (Continued)

(e) Property, plant and equipment, investment properties and

(ii)

(iii)

(f)

interest in leasehold land (Continued)
Investment properties

Property that is held for long-term yields or for capital appreciation or
both, and that is not occupied by the Group, is classified as investment
property.

Investment property is carried at cost, including related transaction
costs, less accumulated depreciation and accumulated impairment
losses, if any.

Depreciation is calculated using the straight-line method to allocate
the cost of the investment properties over their estimated useful lives.
Where the carrying amount of an investment property is greater than
its estimated recoverable amount, it is written down immediately to its
recoverable amount.

Subsequent expenditure is included in the asset's carrying amount 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 repair and maintenance costs are expensed in the
Statement of Profit and Loss during the financial period in which they
are incurred.

If an investment property becomes owner-occupied, it is reclassified as
property, plant and equipment, and its carrying amount at the date of
reclassification becomes its cost for accounting purposes.

Interest in leasehold land

On 2 April 2020, the Government executed the land grant for the
site known as "Kowloon Inland Lot No. 11260" to the Authority at a
nominal land premium of HK$1,000 for a lease term of 50 years. The
interest in leasehold land is stated at historical cost less accumulated
depreciation and accumulated impairment losses, if any. Depreciation is
calculated using the straight-line method over the lease term.

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.
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2 Significant accounting policies (Continued)

(g9) 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

Costs associated with maintaining computer software, licences and
systems are recognised as an expense as incurred. Development costs
that are directly attributable to the design and testing of identifiable and
unique software and systems controlled by the Group are recognised as
intangible assets where the following criteria are met:

* itis technically feasible to complete the software and systems so
that it will be available for use

* management intends to complete the software and systems and
use or sell it

e thereis an ability to use or sell the software and systems

* it can be demonstrated how the software and systems will
generate probable future economic benefits

* adequate technical, financial and other resources to complete
the development and to use or sell the software and systems are
available

» the expenditure attributable to the software and systems during its
development can be reliably measured

Directly attributable costs that are capitalised as part of the software
and systems include employee costs and an appropriate portion of
relevant overheads. Capitalised development costs 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.

WEST KOWLOON CULTURAL DISTRICT AUTHORITY AL EEEF
ANNUAL REPORT 2020/ 21 43R4

B EERELBANRERTHEERRFRHEBGBAR
BEARAERFHNIHNETEETHRAVUERSE
HIPREACEEEENT ¢

B « ERERRG 54

RIS BTG - ERAERAGNERRAREERTERA
X - EERBEBEITHIN T HEN KB EREN RS ZE
SRR R A - MRS U TIEE  ErERARE
&iE -

o B ERISERERERI R AT HAG nI R ER

. EHETETEBBRGRAFIEZEHESHEE

«  HRENERSEEZRERRLG
o BRI R RGIIATERIRE A A e 2 A

+ AR - ERANHEEZRGERRRZEHEN - M
NREMENR

+ A ERERARAREETZMX

BARGRAGNEERABEE THRATEES HFIRIHE

FEERXTUERMLMES - EERUEIFHERHRATH
AR EE - WEHREERMAERRSFRAEE

FSRMIERY - ERAERAGATETHE - BVE
ERNEEAIERESREF T -



2

Significant accounting policies (Continued)

(h) Financial assets at fair value through profit or loss

(i)

0)]

The Group has designated the placements with the Exchange Fund
under “financial assets at fair value through profit or loss". The Group
determines the classification of its financial assets at initial recognition,
and such classification depends on the business model for managing
the financial assets and the contractual terms of the cash flows.

Financial assets 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 are
initially recognised at fair value and transaction costs are expensed to
the statement of profit and loss. 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 are subsequently carried at fair value, with changes in
fair value recognised in the statement of profit and loss in the year in
which they arise.

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(k)).

Leases

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 profit or loss on the straight-line basis over
the lease term.
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2 Significant accounting policies (Continued)

(k) Impairment of assets

U]

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 the end of each reporting period, 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)

(k) 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 the end of each reporting period. 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 the end
of each reporting period to identify indications that the property, plant
and equipment, investment properties 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 statement of profit and loss in the year in which the
reversals are recognised.
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Significant accounting policies (Continued)
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.

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

(n)

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.

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)

(o) Revenue and other income

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

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

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

Revenue from contracts with customers

WKCDA performance programmes

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

Ticketing operation revenue of external hires

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

Sale of goods - retail

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

Facilities management services income

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

Sponsorships

Sponsorships are recognised when the right to receive
payment is established. Sponsorship for specific purposes
are 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, investment
properties 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.
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2 Significant accounting policies (Continued)

(o) Revenue and other income (Continued)

* Revenue from contracts with customers (Continued)

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(k)(i)).

Changes in fair value of financial assets 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 at
fair value through profit or loss”, is recognised as gain or loss in
the statement of profit and loss in the year in which they arise.

Rental income from operating leases

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

Donations

Donations are recognised in the statement of financial position
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, investment properties and intangible assets are
recognised as income in profit or loss on a straight-line basis
over the estimated useful lives of the related assets. Donations
that compensate the Group for the cost of museum collection
are deducted from the carrying amount of the asset.
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Significant accounting policies (Continued)

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 gratuities 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.

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.

Government grants

The cost of foundation and basement structure funded by the
Government is recognised by the Authority as property, plant and
equipment and investment properties in the appropriate category, and
deferred income, as and when the works are substantially completed.
The government grant is recognised as income in profit or loss over
time on a straight-line basis over the estimated useful lives of the
related assets.
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Significant accounting policies (Continued)

(u) Offsetting financial instruments

3

Financial assets and liabilities are offset and the net amount reported
in the statement of financial position 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.

Accounting judgements and estimates

(@) Critical accounting judgements in applying the Group's

@

(i)

accounting policies

Cost allocation between investment properties and property, plant and
equipment

Certain properties have different uses. The relevant cost is attributed
to the different parts of the properties based on cost estimation by
professionally qualified personnel, and the cost of the respective
parts is allocated into investment properties and property, plant and
equipment according to the construction floor area of the respective
uses.

Certain investment properties have costs separately identifiable
from the property, plant and equipment. The relevant cost of the
works is estimated by professionally qualified personnel. The relevant
consultancy and preliminary costs are allocated to the investment
properties on an appropriate allocation basis (such as construction
floor area or works value) as determined by the professionally qualified
personnel.

Cost of foundation and basement structure

On 2 April 2020, the Government of the HKSAR executed the land grant
for the lot of land where the WKCD is situated, except some strata
of land being specified as "Excluded Areas” and not being included
in the land grant, at a nominal land premium of HK$1,000 for a lease
term of 50 years. The leasehold interest is considered to have the
characteristics of land in Hong Kong, and the nominal land premium of
HK$1,000 was recognised as interest in leasehold land in its present
and existing conditions on 2 April 2020.

Subsequent to 2 April 2020, the foundation and basement structure
become fixtures to the land once constructed, and are partly funded by
the Government and partly by the Authority. The cost of the foundation
and basement structure is considered to have been incurred to obtain
future economic benefits of the leasehold interest by enabling the
topside development of the site.
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Accounting judgements and estimates (Continued)

(a) Critical accounting judgements in applying the Group's

(ii)

(iii)

accounting policies (Continued)
Cost of foundation and basement structure (Continued)

For the foundation and basement structure funded by the Government,
the design and construction are entrusted by the Government to the
Authority through entrustment agreements. The relevant cost not
attributable to the Excluded Areas is recognised by the Authority as
property, plant and equipment in the appropriate category as and when
the works are substantially completed.

For the foundation and basement structure funded by the Authority, the
relevant cost is recognised by the Authority as construction in progress
during construction, and transferred to the appropriate category
of property, plant and equipment when the works are substantially
completed.

Estimated useful lives and depreciation of property, plant and
equipment and investment properties

Management estimates the useful lives of property, plant and
equipment and investment properties based on their design lives,
expected usage, wear and tear, technical obsolescence arising from
changes in the market demands or service output of the assets.
Management reviews the estimated useful lives at the end of each
reporting period.

(b) Major sources of estimation uncertainty

(i)

Project provisions

The Group establishes project provisions for the settlement of
estimated claims that may arise due to time delays, additional costs
or other unforeseen circumstances common to major construction
contracts. The claims provisions are estimated based on an assessment
of the Group's liabilities under each contract by professionally qualified
personnel, which may differ from the actual claims settlement.

Government rent and rates

For the tenements which have not been assessed by the Rating
and Valuation Department, the Group has made estimates of the
government rent and rates payable with reference to the rateable
values assessed by professionally qualified personnel. The actual
assessment and valuation basis adopted by the Rating and Valuation
Department may differ from the Group's estimates.
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REMYREESRETLAENNYENS - SEESR
EXRGERALHENEREMBEGTEMNERE
9 o EAYRLEZNERT L REEREEAE

(i)
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4 Revenue

(a) Disaggregation of revenue

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

4 Wi
(a) 73FIuaR
REZERIRBENDTNESESLREAOT

Revenue from contracts with BEEEHIKE

customers
WKCDA performance programmes ~ SIEF&ETHE
Ticketing operation of external hires MBS ISR LE

Sale of goods - retail HERM—TE

Facilities management services BRI
income

Sponsorships =hh

Management fee income from HEA B EEERA
subsidiaries

Others Hit

Revenue from other sources HAth 2R RS

Gross rental income TR N\LEZE

Government subsidies BT RA

Donations /g

The Group The Authority
L EHB

2021 2020 2021 2020
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BT
2,885 9,564 2,868 9,488
135 917 135 917
90 413 - 66
3,605 3797 3,605 3797
4,942 8,961 1,334 1,492
- - 156,183 77,431
2,020 2,185 263 687
13,677 25,837 164,388 93,878
25,617 27,644 25,617 27,644
2,040 - 1,920 -
2,642 - - -
30,299 27,644 | 27,537 27,644
43,976 53,481 191,925 121,522

Note: Certain comparative figures have been reclassified to conform with the
current year's presentation.
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4

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.

STATEMENT OF ACCOUNT@
L= S

NOTES TO THE STATEMENT OF ACCOUNTS

4

R B AR =E
FOR THE YEAR ENDED 31 MARCH 2021
#ME202153A31 HILEFE

s (49)

(b) BHIEIE

(U]

(ii)

(iii)

(iv)

(v)

(vi)

RSB EERNETNERMEARMNT

EHERENE

EESEMREBNEE - BYOSENETHERET - m
EREEREELMR -

HINEFRISHIINE IS EE

SEAHSMBSMNRBM R RHERRY - BOEE
REMIRBET  MRBEREURERRERSMTT
WEIRWERFSRIERN T XA

HEBER-FE

SEEETEEREER  BEREERTNYR - REM
ot ~ XERER - UKENEANRER K - BHEER
RNERTFERRET - XREWARTEEIRAT

RIEEERFEIN

SEOEFREREYEEERRY - BOBEERREHERS
KEIT MEFERTERNRE -

=10]

ESEB X MRS (BT EEAT L ENFHME
HHEOBE SR RS R H e BB S BRVET B RS ©
BROEEREEETEBFTINFRIRERET - MEFE
ERERAS A RESR D HANR

MEAREEERA

EEBRAEEERE THXERERZMBARMERE
FREERIBALOE - BRNEEREHEZERET  MERA
BB RIBIRT S A
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4 Revenue (Continued) 4 ik (48)

(c) Revenue expected to be recognised in the future arising (c) NS RIREE RSN ELTEIHERRERN
from contracts with customers in existence at the end of the Waz
reporting period
As at 31 March 2021, the aggregated amount of the transaction price R202143A831H @ IRBEERBEGHNIRESR TENE
allocated to the remaining performance obligations (unsatisfied or FECREITHED RET) WRZEREER1,0008 BT
partially unsatisfied) under the Group's existing contracts is HK$10 (20204 : 5008 & 7T) (BIEF : 20214 : 300&ABTT
million (2020: HK$5 million) (the Authority: 2021: HK$3 million, 20204 : 4008 ETT) © heBERBFEREERTREH
2020: HK$4 million). This amount represents revenue expected to B NG IS N E R E T TR EATE R SR SRR I ©
be recognised in the future mainly from the WKCDA performance EERARREBAOEETHRT (FEEATE1EMN) FERTEHRIK
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) FERERRRIRE S

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

The Group and the Authority

SEXREER
2021 2020
HK$'000 HK$'000
BETIT BT
Within one year —EP 10,395 9,830
After one year but within five years —F#%ERAEN 8870 : 19,178
19,265 29,008
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5 Staff costs

Staff costs for employees directly hired by the Group and the Authority
as well as secondees from the Government of HKSAR are as follows:

Salaries, contract gratuities and
other benefits
Contributions to MPF scheme

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

Representing:

Salaries, contract gratuities and
other benefits

Contributions to MPF scheme

s~ RmiE R EAER

SRS F AR

STHALEZE
W BACWEESTRA
(FzE2(e))

& :
;e NS R E SR

SRS FT AR

STATEMENT OF ACCOUNT@
R B R

NOTES TO THE STATEMENT OF ACCOUNTS
& B R RBIE

FOR THE YEAR ENDED 31 MARCH 2021
BE20214F3831HILEE

5 BIHA
HEERERREEEFENEEURBEESFIITHEE
FHERNAEZBTRAINT :

The Group The Authority
£E EEG
2021 2020 2021 2020

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

BT BT BT BT

460,290 412,071 339,577 316,942

10491 9,103 7,223 6,529
470,781 421174 346,800 323,471
(79.906) (86,136) (79.906) (86,136)
390,875 | 335,038 | 266,894 237,335
381,624 327486 . 260911 232357

9,251 : 7552 | 5983 : 4,978

390,875 335,038 | 266,894 237,335

6 Board/Committee/Consultation Panel members’
remuneration

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

— Chief Executive Officer and Acting Chief Executive Officer are
appointed as an ex-officio members of the Board of the Authority
and their remunerations are stated in note 7.

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

6 EEXER E8Y FHHEHREME

EBEREER  EERNZETHZATNIRRMEE

MR EEFBRNBARNES - 9ERHEAERFNEM

BRENR AR KEEMEE - T ALRS

- TERELBETRESEZEIAEEREERNER

EJZE TE B EIHEET -

- M+TBUEEEZR(TAM Plus Museum LimitedEEFHY
EARE  MEMESENME7TEEESIRE -
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R B $RFRFEE
FOR THE YEAR ENDED 31 MARCH 2021
HZE202143A31HIEEE
7 Remuneration of Senior Executives 7 SHRITHRASHE
Remuneration received and receivable by Senior Executives of the HEBEEESNSRITRAS GHE) EKRBUR EIKENZ
Group (note) are as follows: BT :
Chief Executive
Officer and Acting
Chief Executive Officer Other Senior
TR Executives Total
EERTRHER HtSHRITRAR #a5
HK$'000 HK$'000 HK$'000
BETT AT BETT
2021 20214
Salaries and other emoluments  Fi & E At 5,396 : 22,290 27,686
Contract gratuities AOTEN S 677 : 3371 : 4,048
Contributions to MPF scheme ~ 38T&&5HEIHHERR 12 128 140
6,085 25,789 31,874
2020 20204
Salaries and other emoluments B & Efthil 5218 : 21,843 27,061
Contract gratuities Hoim 1,024 ¢ 2933 : 3,957
Contributions to MPF scheme BES RIS 18 | 110 | 128
6,260 24,886 31,146
Notes: SR
(@) Senior Executives comprise Chief Executive Officer, Acting Chief Executive @ BERITHRABGETERES  SEBEITBRER SRHBE
Officer, Chief Commercial Officer, Chief Corporate Services Officer, Chief B EHRHEEEEY  EEVBAE  aEIREER
Financial Officer, Chief Projects Officer, Executive Director, Performing RESWTEARE - X EEE - B8REXXLIFYERE
Arts, General Counsel, Museum Director, Hong Kong Palace Museum and RAOMHEYIEER ©
Museum Director, M+.
(b) The Chief Commercial Officer served up to 19 June 2020. (b) BEFABAREREE2020F6H19H °
(©) The former Chief Executive Officer served up to 28 November 2020. As (© BHEITEAERIRIEE 20205118280  fEARRRH &
an interim arrangement, an Administrative Officer was seconded from the BT EBATEE— 2B TR EE R TR —
Government of HKSAR to take up the position of Acting Chief Executive B - FH2020F 128 7H2E ©

Officer effective 7 December 2020.
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7 Remuneration of Senior Executives (Continued)

The remuneration of Senior Executives are shown in the ranges as
follows:

7 BRITHASME (R)
BRITHA S HEHmET -

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

2021
Number of

individuals

6,000,0013%7T— 6,500,000 7T
5,500,00137T —6,000,0007T
5,000,0017%7C —5,500,000787C
4,500,001 —5,000,00057C
4,000,0017T — 4,500,000/ 7T
3,500,0013%7T — 4,000,000 7T
3,000,0013#7T—3,500,0007T
2,500,0013%7T—3,000,000%7T
2,000,0013%7T— 2,500,000 7T
2,000,000 7T LT

2020
Number of
individuals

= 1
2 -
2 1
1 1
1 2
1 2
1 1
2 3
10 11

8 Other operating expenses

Facilities management

Venue operation

Museum collection management

Office accommodation

Operating lease payments

—Museum collection storage

- Office

Information and communications
technology

Consultancy fees

Auditor's remuneration

Marketing and communications

Government rent and rates

Legal fees

Recruitment

Office expenses and utilities

Written off of capital project costs

Reversal of long outstanding accruals E[OREAA A FEETIREN

Others (note (a))

RIEEE
ISHEE
YRR EE
N T
SEHEER
—EYERRHEE
—MRE

A kB

BHER

T BENEN S
G E R
EUGEYS S
wEER

7
MAZBRATR
MEHEARE A

Ht (5 (a)

8 HfthEEHA

The Group The Authority
£E EEG

2021 2020 2021 2020
HK$'000 HK$'000 HK$'000 HK$'000
BT BHETIT BT T BT
102,627 71,538 96,198 71,538
15,555 22,718 10,462 22,718
20,155 10,680 - -
11,264 6,496 11,264 6,496
8,634 11,141 - -
109 109 109 109
50,169 44,733 50,169 44,733
14,369 25,266 11,193 24,615
893 1,043 893 1,043
32,226 34,840 32,226 34,840
86,095 856 86,095 856
11,053 20,657 11,053 20,657
9,283 7.323 9,283 7323
14,503 12,495 14,503 12,495
80,963 - 80,963 -
(42,103) - (38,818) -
39,555 44,459 36,395 32,377
455,350 314,354 411,988 279,800
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8

Other operating expenses (Continued)

Notes:

(@)

(b)

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

Certain comparative figures have been reclassified to conform with the
current year's presentation.

Taxation

(@) Pursuant to section 41(1) of the WKCDA Ordinance, the Authority

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

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

assets arising from cumulative tax losses of HK$ 1,042 million
(2020: HK$690 million) as it is not probable that sufficient taxable
profits will be available to allow the tax losses to be utilised in the
foreseeable future. The tax losses do not expire under current tax
legislation.

WEST KOWLOON CULTURAL DISTRICT AUTHORITY AL EEEF
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HithEEE M (48)
R

(a) HM1ERATEOEBEBRBEE « H3lkERMEAMTHR
EH -

b) ETHBRBEFEESHORUTEEFERBRRAIFIR

7411

(a) REB(ENEBDE41()% - EEFERRMBARE
(RBIRGI) (51128) iR - RIB(FENEEDFE41(2)
% EERTHERNTEENXSESHR - MER
RBCENTEIRARB) (55 117F) BIRENTEIR : (@EMRE
ENES  MREZES - 2 BENEDERENE
BAREBRGEERN ; SOEM(ENERIEGETE
HURESER - MRBRZIEE - 2 rNEn R
BT NEBREERI -

(b) EERIMBABINMRIER R NEERAEERRIER
THEE10.42f2%57T (20204 : 6.90fR%ETT) - RERE
7] RIS K AT RER R SRIFE R B U E B RIRIE
518 - RIBIRITIRIEAS) - MBERLENRER



10 Investments in subsidiaries

As at 31 March 2021 and 2020, the principal subsidiaries of the Group

comprise:

Place of Incorporation
and Operations
SRR BRI EE MR,

SUWEMENTOFACCOUN%;)
L=ESES

NOTES TO THE STATEMENT OF ACCOUNTS
& B R RBIE

FOR THE YEAR ENDED 31 MARCH 2021

BE2021F3A31HLLFE

10 R AR ZIRE

Effective
Interest
Directly Held
by the
Authority

and the Group
BEEKREE
HiEREN
R

2021 %2020%3831H * EENEENBLAREHE :

Principal Activities

EEFRE

M Plus Museum Limited

M Plus Collections Limited

Blue Poles Limited

Hong Kong Palace Museum
Limited
BRAWEX L EYREERAT

West Kowloon Cultural District
Foundation Limited

BAAXKEEESEHRAR

Hong Kong
&8

Hong Kong
-

Hong Kong
BE

Hong Kong

&8

Hong Kong
"BE

100%

100%

100%

100%

100%

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 - REH BF - B - M EMA RE
M+ BRI S BT 32 hE B AR B S Y BB R%

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

RBEFERAMNRRIERM+ Collections Trust (TE
FNFFEA - ARFEM+EYE 2 SRR RN
e L gt

To execute the main work contract entrusted by
the Authority
BTEEREANETEESK

To carry out activities to prepare for the opening
and subsequent operation of the Hong Kong
Palace Museum
ETERNEXVIEYENRESHEIRER ZEE
Tk

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

BERETRAAEEBHIETHER - BERAES
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11 Property, plant and equipment, investment properties 11 % - BEMRE - IREMEMBE gL
and interest in leasehold land

The Group
£8
Property, plant and equipment and interest in leasehold land
W%, BERRFNAE LIRS
Leasehold
improvements,
Furniture &
Equipment &
Motor Vehicles
(note (a)) Construction Investment
iEnE Buildings inprogress Properties
&8, AR (note (b)) Computer (note (c) Interestin (note (e))
RiESE |17 Equipment HBIE  leaseholdland Sub-total REmE Total
(sER#(a) (E:0) iR ()  EEDEER 1t (E88(e)) )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BRI AMTT AMIT BRI BRI NI BRI
202 plyi]
Cost BE
At 1 April 2020 R202054810 202875 5,002,801 158,230 9,440,707 - 14894713 - 14894713
Addtions g 4,268 - - 3,193,996 1 3,198,265 - 3,198,265
Reclassification Ly 1186128 (1,676575) (627) - - (491,074) 491074 -
Transfers = 4,116,569 3,579,152 147,483 (8.988,283) - (1,145,079) 1,145,079 -
Disposal/Write off HE/F (11429) = = (80.964) o (92:393) = (92:393)
At31March2021 R202153A310 5588411 6,905,478 305,086 3,565,456 1 16,364,432 1,636,153 18,000,585
Accumulated depreciation ~ BHTE
At1 April 2020 R202054818 86,603 242,860 40114 - - 369577 - 369577
Charge for the year ENHTE 158,681 99,080 32249 - - 290010 24,685 314695
Reclassitication EiNE 62,196 (88,434) (97) = - (26,335) 26,335 -
DisposalWrite off HE /3 (11,409) = = - = (11,409) = (11,409)
At31March2021 R021%£36310 296,071 253,506 72,266 - - 621,843 51,020 672,863
Netbook value REHE
At31March2021 R021%36310 5,292,340 6,651,972 232820 3,565,456 1 15,742,589 1,585,133 17,321,122
2020 2021
Cost 73
At1 April 2019 R201954R18 197,721 3932537 136,153 6,958,599 - 11225016 - 11225016
Addtions #E 636 21m 121 3666769 - 3669,697 - 3669697
Transfers B 94512 1,068,193 21,956 (1184661) - - - -
At31March 2020 2020536310 292875 5002901 158,230 9,440,707 - 14894713 - 14894713
Accumulated depreciation ~ BsHTE :
At 1 April 2019 R201954A10 25353 76,443 17914 - - 119710 - 119710
Charge for the year FhiTE 61,250 166417 2200 - - 29867 - 249867
At31March 2020 R2020%3F310 86,603 242860 40114 - - 369577 - 369577
Net book value REE
At31March 2020 R020%3F318 206,272 4,760,041 118,116 9,440,707 - 14525136 - i 14525136
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11 Property, plant and equipment, investment properties 11 % - BEREE - REYEMESE L tER
and interest in leasehold land (Continued) (#8)

The Authority
EER
Property, plantand equipment and interest in leasehold land
W%, BERRENEE RS
Leasehold
improvements,
Furniture &
Equipment &
Motor Vehicles
(note (a)) Construction Investment
e Buildings inprogress Properties
&8, HAR (note (b)) Computer (note (c) Interestin (note )
RiEmSE BE Equipment ERIE  leaseholdland Sub-total REmE
(6 () BhRE (HEC)  EEDEER It (ER8(e))
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ik e AMTT BRI BRI ik e NI BRI
2021 221
Cost 7.3
At1Apri 2020 A202054818 292875 5,002,901 158,230 9,440,707 - 14894713 - 14894713
Additions g 4,268 - - 3170827 1 3,175,096 - 3,175,096
Reclassification Ex ] 1,186,128 (1676575) (627) o - (491,074) 491074 -
Transfers & 4116569 3579152 147483 (8,988,283) - (1,145,079) 1,145,079 -
Disposal/Wite off HE/5HH (11.429) - - (80,964) - (92.393) - (92.393)
At31March 2021 R2021%53R318 5,588,411 6,905,478 305,086 3,542,287 1 16,341,263 1,636,153 17977416
Accumulated depreciation  E5HTE
At 1 April 2020 20205418 86,603 242,860 40114 - - 369577 - 369577
Charge for the year ENHTE 158,681 99,080 32249 - - 290,010 24,685 314,695
Reclassification Exipd 62196 (88.434) o7 - - (26,335) 26,335 -
Disposal/Wite off e/ (11,409) = = = - (11,409) = (11,409)
At31March 2021 R021%3R31H 206071 253,506 12,266 - - 621843 51,020 672863
Net book value REHE
At31March 2021 R2021%3631H 5,292,340 6,651,972 232820 3,542,287 1 15,719,420 1585133 17,304,553
2020 2020
Cost 7.3
At 1 April 2019 20195418 197,721 3932537 136,153 6958599 - 11,225,016 - 11,225,016
Addtions g 636 2m o 3,666,769 - 3669697 - 3,669,697
Transfers a8 94512 1068193 21,956 (1,184661) - - - -
At31March 2020 R2020£3R310 292875 5002901 158,230 9,440,707 - 14894713 - 14894713
Accumulated depreciation ~ B3HE
At1Apri 2019 R2019F4818 25353 76,443 17914 - - 119710 - 119710
Charge forthe year FHTE 61250 166417 2200 - - 249867 - 249867
At31March 2020 A2020%3F310 86,603 242860 40,114 - - 369577 - 369577
Net book value REE
At31March 2020 A2020%536310 206,272 4,760,041 118,116 9440707 - 14525136 - 14525136
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11 Property, plant and equipment, investment properties
and interest in leasehold land (Continued)

Notes:

(@)

(b)

(@]

(@

G

Leasehold improvements, furniture, equipment & motor vehicles included
building services (such as mechanical, electrical and plumbing installations),
theatrical equipment, museum equipment, office furniture and equipment,
fitting out, etc.

The buildings include Art Pavilion, Xiqu Centre, Art Park, Freespace, M+
Museum, Conservation and Storage Facility, WKCDA Tower, district cooling
system sub-plant room, carpark and waterfront promenade.

The net book value of construction in progress includes mainly the costs
incurred for the design and construction of the Hong Kong Palace Museum
("HKPM"), Lyric Theatre Complex and its extended basement.

The transfer from construction in progress to the appropriate categories
of the property, plant and equipment during the year ended 31 March 2021
mainly represented the design and construction costs of M+ Museum,
Conservation and Storage Facility and WKCDA Tower, which achieved
practical completion during the financial year ended 31 March 2021.

Investment properties represented properties held for rental embedded in
the arts and cultural facilities and Art Park. The fair value of these investment
properties was not reliably measurable as of 31 March 2021 because the
precinct was still at its development stage and the performance venues
have been closed for most of the financial year due to COVID-19 situation.
There was no sufficient track record or reasonable market comparable to
determine the fair value of the investment properties.
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11 % - BERRE - KEYFNEE D ER
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12 Museum collection

2021

Cost
At 1 April 2020
Additions
Assignment

At 31 March 2021

Net book value
At 31 March 2021

2020

Cost
At 1 April 2019
Additions
Assignment

At 31 March 2020

Net book value
At 31 March 2020

20214

5%
202054818
weE
R

R20215€3H31H

RELR{E
R202143H31H

20204

2%
201954818
weE
R

R20205F3H31H

RELR{E
11202043H31H
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NOTES TO THE STATEMENT OF ACCOUNTS
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FOR THE YEAR ENDED 31 MARCH 2021

BE2021F3A31HLLFE

12 {BYEERER

()

()

The Group The Authority

£E EEE

HK$'000
EETT

HK$'000
BETR

33,808 -
35,554 -
(40,781) -

28,581 -

28,581 | -

43925 -
50338 | -
(60,455) | -

33,808 -

33,808 -

Notes:

(@)

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

Trust was established for the following objectives and purposes:

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

community;

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

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

collection for the benefit of the Hong Kong community.

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

March 2017.

& EIEFEEM Plus Collections Limited ("325E.A 1) 122017
F3H28HTIEEBARL » S:EELKI 0 BEM
BroanT :

() HESLERE  ENERREXCERRAEY &
BHERE

(i) (REERRBNBENLE &

(i) ZFEARFEEVEBRRNEARED  METARE
BHENEMEE R ERRNEREEE

M Plus Collections Limited/220174E3 B EEE AT
A
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#2021 63A31 BLEE

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(f):

) 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 the Seller. 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. The assignment of
these Donated Works and Purchased Works was completed in March
2017.

(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 2021, 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$40.8 million (the Authority: HK$nil) (2020:
HK$60.5 million (the Authority: HK$nil)), 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 2021
and 2020 as the Group considered there is no impairment indicator.

The balance of the museum collection at 31 March 2021 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.
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13 Intangible assets

2021

Cost
At 1 April 2020
Additions
Transfers

At 31 March 2021

At 1 April 2020

At 31 March 2021

Net book value
At 31 March 2021

2020

Cost
At 1 April 2019
Additions
Transfers

At 31 March 2020

At 1 April 2019

At 31 March 2020

Net book value
At 31 March 2020

Accumulated amortisation

Charge for the year

Accumulated amortisation

Charge for the year

20214

573
R2020F4H81H
wE
EETH

R2021%€3H31H

ReHy
R2020F4H1H
Pl

R202156E3H31H

IRERE
R20215F3H31H

20204

5%
R2019F481H
wE
=i

2020538318
ReHy

R20195F4A1H

Uy

72020%3H31H

IRESE
X202043H31H
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13 EREE

The Group and the Authority
SERERR

Computer
software,
Computer licences and
software, systems in

licences and progress
systems pAsERHY
EEREEREE. B, Total
fEFRER RS EFRER R Haz
HK$'000 HK$'000 HK$'000
BT BETT BT

185,760 56,144 241,904

- 37,404 | 37,404
62,834 : (62,834) -
248594 30714 | 279,308
80,521 - 80,521
40,783 ' - 40,783
121,304 - 121,304

127,290 30714 | 158,004

176,156 7,243 183,399

3814 | 54,691 | 58,505
5790 | (5.790) -
185,760 | 56,144 | 241,904
46,100 - 46,100
34421 | - 34,421
80521 | - 80,521

105,239 56,144 161,383
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14 Financial assets at fair value through profit or loss 14 UAREEERREESANEENEMEE

— 158

Placements with the Exchange Fund

SNERZEMR

The Group and the Authority

SEREER
2021 2020
HK$'000 HK$'000
BT BT T
Principal amount £ 6,500,000 10,300,000
Income earned since inception I ESE BB 3,475,698 : 3,133,875
Income withdrawn since inception B ESEREIBRA (970,347) (970,347)
Withdrawal of placement with Exchange Fund 12 EXYMNEESTFR - (3,800,000)
9,005,351 8,663,528
Less: Non-current portion B AEREER D - (6,500,000)
Current portion EERD 9,005,351 2,163,528

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 2.9%, 3.7% and 4.7% per annum for January to
December 2019, 2020 and 2021 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$.
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15 Right-of-use assets 15 (EFEEE
The Group The Authority
£HE EEE
HK$'000 HK$'000
BETIT BETT
2021 20215

Net book value IREFE
At 1 April 2020 R2020%481H 22,800 | 14,962
Additions e 1,780 : 1,780
Depreciation wE (22,610) : (16,340)
At31 March 2021 1®202143A31H 1,970 402

The Group The Authority
£E BEF
HK$'000 HK$'000
BT BHETIT
2020 20205
Net book value IRERE
At 1 April 2019, as previously reported 20194818 » %HIZR -
Effects of the adoption of HKFRS 16 R EBHBREER)
E16RNRE 11,728
At 1 April 2019, as restated R20195F4818 » &£E7! 11,728
Additions e 18,731
Depreciation & (15,497)
At 31 March 2020 R202043H31H 14,962
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16 Trade and other receivables

16 B 5 REAEKTR

The Group The Authority
&8 EHF
2021 2020 2021 2020
HK$'000 HK$'000 HK$'000 HK$'000
BRETIT BT T BT BT T
Trade receivables 5 ELER (a) 7330 | 5492 7324 | 5,492
Amount due from the Government FERE BAERITHEEAT
of HKSAR Z&FE (b) 432,346 423,612 432,346 423,612
Amount due from The HongKong EREBBEEREST
Jockey Club Charities Trust ER2 &% 110,134 115,034 109,405 115,034
Other receivables, prepayments  ELfBFEKER « TERIRER
and deposits Kiz& (© 36,575 42,247 34,402 31,485
586,385 586,385 583,477 575,623
Notes: 5338
(@) Tradereceivables (a) BBERR

(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 are mainly due from 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 2021 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 2021 is considered to be minimal.
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17 Amounts due from/(to) subsidiaries 17 BB () B AR 2 &8
The amounts due from/(to) subsidiaries are unsecured, interest-free FEW (F) B AR 2 £ MIKA £ 8 RIZBAIENRFE
and repayable on demand. -
The movements of the amounts due from subsidiaries are as follows: FEWE AR Z 22 EET :
The Authority
BEHEE
2021 2020
HK$'000 HK$'000
BETT AT
At1 April R4F1E 35363 | 19,865
Additions e 376,363 : 300,254
Assignment of museum collection (note 12) SRR SR (5E12) (40,781) | (60,455)
Impairment losses (note) AEESE (A7) (370,857) (224,301)
At31 March ®3A31H 88 35,363
Note: SR
The Authority recognised impairment losses relating to the current accounts B HHERA RN BRI E A B 2 FRERIRE R
with subsidiaries that are loss making and there is no reasonable expectation of R{ERE - MENRSEBEHIKEISELRER

recovering the contractual cash flows.
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18 Cash and bank balances 18 MEMIRTTHEER
The Group
£E

2021 2020
HK$'000 HK$'000
BT BT IT

Time deposits with original maturities of three  [REHARA=EAZHUNZ : :
months or less EHRERR 479,500 216,000
Cash at bank and in hand SRATF R ANIR S 6,582 : 11,072
Cash and cash equivalents RERREHEY 486,082 227,072

Time deposits with original maturities over FEHRER=EA 2 EHEHN : :
three months - 2,644,000
Cash and bank balances BERIBITRES 486,082 2,871,072

The Authority
EER

2021 2020
HK$'000 HK$'000
BT BT

Time deposits with original maturities of three  [REHARA=EAHUNZ : :
months or less EHRERR 479,500 : 216,000
Cash at bank and in hand SRATIF RN & 5,508 : 6,982
Cash and cash equivalents RERREEEY 485,008 222,982

Time deposits with original maturities over REEABB =R 2 EHER ] 3
three months - 2,644,000
Cash and bank balances RERIRITHEER 485008 2,866,982
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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{FM+ Collections TrustZ &8
FE{tM+ Collections TrustZ &2B A EMKH - £ ERIZEM

2021

HK$'000

repayable on demand. BNRFHER ©
The Group The Authority
&5 EEE

2021 2020 2021 2020

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

BT BT I BT BT

At 1 Apri Mag18 ; 425,258 485713 425258 485,713
Amount due from a subsidiary BB ARz &8 - - (40,781) (60,455)
Assignment of museum collection 1&¥J8E R RS 12 (40,781 (60,455) = 3 -
At31 March ®3H318 384,477 425,58 384,477 | 425,258

20 Trade and other payables 20 B M HEHAMEMFR

BETT

The Group £E
Trade payables BHEMAR 24,393 | 11,005

Payables and accruals for construction BEEH Z AR ESTIRR
contracts 1,579,085 | 1,383,665

Payables and accruals for government BT LT TR Z B TR FERTIRER
entrustment works 397,007 | 408,252

Provision for annual leave entitlements and AIZENERERRSES AR
MPF contributions 14,497 12,873
Accrued contract gratuities FEfHATmEE 10,421 : 25,001
Contract liabilities BHaE 23418 13,984
Performance bond from AIG (note 25) EDRBIELRES (EE25) 327,455 : -
Other payables and accruals HAE TR ERHIRR 170,861 | 171,658
2,547,137 | 2,026,438

2021
HK$'000
BT
The Authority EEF
Trade payables BN 14,799 | 6,580
Payables and accruals for construction BEEHNZ BT ESTIRRR
contracts 1,082,777 | 941,292
Payables and accruals for government BREE TR Z BT ERIRR
entrustment works 397,007 | 408,252
Provision for annual leave entitlements and A=A EREE R RES R
MPF contributions 11515 | 11,141
Accrued contract gratuities FEATAOmE S 6,618 : 19,477
Contract liabilities BHBE 15,632 : 13311
Performance bond from AIG (note 25) ERRENENRES (Fi3E25) 327,455 -
Other payables and accruals HABFER TR ESTIRER 146,579 | 153,024
2,002,382 1,553,077
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21 Lease liabilities 21 HE&E
(a) Amounts recognised in the statement of financial position (a) MM RRERNEEE
The statement of financial position shows the following amounts MR RAEER U TSRS

relating to leases:

2021 2020
HK$'000 HK$'000
BT AT T
The Group &5
Right-of-use assets EFRESE 1,970 22,800
Lease liabilities HEas
Current TRED 2,043 : 21,782

Non-current FERE - 1,822

2,043 23,604

2021 2020
HK$'000 HK$'000
BT BT

The Authority EHEF

Right-of-use assets EFREEE 402 14,962

Lease liabilities HEas ] ]

Current iEh 433 15414

Non-current JERED - 260

433 15,674
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21 Lease liabilities (Continued)

(b) Amounts recognised in the statement of profit and loss

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

2021
Depreciation charge of right-of-use assets
Interest expense (included in finance cost)
Expense relating to short-term leases
(included in other operating expenses)
Expense relating to variable lease payments not
included in lease liabilities (included in Other
operating expenses)

STATEMENT OF ACCOUNT@
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NOTES TO THE STATEMENT OF ACCOUNTS
& B R RBIE

FOR THE YEAR ENDED 31 MARCH 2021
BE20214F3831HILEE

21 HERE(R)
(b) RIBTMRERIRE
BERETU THEERSE

The The
Group Authority
&m 2R
HK$'000 HK$'000
BT T BT TT
202145
EREEEREER (22,610) : (16,340)
FIRFIX (GEARERARN) (330) : (195)
BREHREEN N
(FIAEfEEE M) (8.743) . (109)
BRI NEESENTE
TEEAHIH
Gt AHthEEERN) (80,085) : (80,085)

2020
Depreciation charge of right-of-use assets
Interest expense (included in finance cost)
Expense relating to short-term leases
(included in other operating expenses)
Expense relating to variable lease payments not
included in lease liabilities (included in Other
operating expenses)

The The
Group Authority
3] EEE
HK$'000 HK$'000
BT T BT
20205
EREEETEER (19,964) : (15,497)
FBBIX (FIAREERAR) (728) (504)
BEEEATRENSH
RIAE M ZEEEMN) (11,250) : (109)
BERNEEA NS
RSB ; :
FIAE i ZEEAMN) - -

The total cash outflow for leases and government rent in 2021 was
HK$25.2 million (2020: HK$21.3 million) (the Authority: HK$18.8 million

(2020: HK$16.8 miillion)).

2021 FHE KA SR 48384 2,520 8 87T (20204 :
2,130 8 7T) (BES : 1,880 87T (20204 : 1,680&8 %
JT)) °
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21 Lease liabilities (Continued)
(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 (d) 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.

(e) Variable lease payments

The Government has executed the land grant for the lot of land where
the WKCD is situated for a lease term of 50 years. Government rent
is calculated at 3% of rateable value assessed by the Rating and
Valuation Department. The Group has not included Government rent,
which represents variable lease payments under the land grant, in its
measurement of lease liabilities.

22 Deferred income

On 29 June 2017, WKCDA signed a Collaborative Agreement with the
Palace Museum to develop the Hong Kong Palace Museum (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 2021, HK$1,591.7 million (2020: HK$493.3 million) out
of HK$1,591.7 million (2020: HK$494.2 million) was received/receivable
from HKJCCT.
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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

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).

24 Banking facilities

The Group has uncommitted money market line facilities of HK$1,750
million (2020: HK$250 million), of which the Board has set a maximum
drawdown limit of HK$500 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 2021 and 31 March
2020.
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25 EXEIE

25 Capital Commitments

— 168

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

B - BERSE - KREVENEREES AR RMK
BT

The Group and the Authority

EEREER
2021 2020
HK$'000 HK$'000
BT BT T
Contracted but not provided for (note) EELNEREE GEHR)
- Property, plant and equipment and —WZ - R REETIREYE 3
investment properties 5,814,482 8,029,334
- Intangible assets — B EE 16,372 27,843
5,830,854 8,057,177
Authorised but not contracted for EfEEREL
- Property, plant and equipment and —WE - BEREENIREYE 3
investment properties 370,012 3,200
- Intangible assets —BREE 5,156 6,631
375,168 | 9,831

Note:

As at 31 March 2021, apart from the foregoing, commitments relating to
government entrustment works of HK$1,960.8 miillion (2020: HK$1,469.8 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. Blue
Poles Limited also engaged Gammon Construction Limited as the management
contractor to oversee the completion of works. The works have now been
completed with the Practical Completion being issued in February 2021 and a
12-months Defects Liability Period is now being implemented. The Authority
is now finalising the total capital project costs for M+ Museum project and any
potential additional costs have not yet been included. On 2 April 2020, the High
Court gave summary judgement in favour of the Authority and made an order for
AIG Insurance Hong Kong Limited ("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 $327.5M was received from AIG (including some $30 million interest).
AIG is currently in the process of appealing against the summary judgement with
the date of the appeal fixed on 10 September 2021.

Hsin Chong is in liquidation and it was ordered to be wound up by the court in
November 2020. Following the Practical Completion of the M+ Museum project,
there are substantial claims from both sides which could be the subject matter of
an arbitration between the Authority and the Joint Provisional Liquidators of Hsin
Chong.
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26 Reconciliation of liabilities arising from financing 26 MEFREIN S EEIR
activities

The Group The Authority

£E B

HK$'000 HK$'000

BEETIT BT T

Liability from financing activities R R RS

As at 1 April 2020 $220204H1H 23,604 | 15,674
Cash flows — principal payment RER—AEXM (23,341) (17,021)

Acquisition - lease WEE—-HEE 1,780 1,780

Asat 31 March 2021 12021438310 2,043 | 433

The Group The Authority

£E EEE

HK$'000 HK$'000

BT BT

Liability from financing activities R EENAE

Asat31 March 2019 1£201943A31H - -
Recognised on adoption of HKFRS 16 RSB BIRELER S 1 658 At 13173 | 13,173
At 1 April 2019, as restated 1201954R1H, &5 13173 13,173
Cash flows - principal payment BE&ERn—AeX M (20,605) (16,230)

Acquisition - lease WEE—-HE 31,036 18,731
As at 31 March 2020 11202043A31H 23,604 | 15,674
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27 Material related party transactions 27 EXFBARS

(a) Parties are considered to be related to the Group if the parties have the (a) MB—AHEEHESREEAEERTEEREENNE
ability, directly or indirectly, to control the Group or exercise significant ENMBINEEREK 25— A AURAEENEET R
influence over the Group in making financial and operating decisions, or 2R c MARBEBRME - EEEBUFERFT - BB
vice versa. For the purpose of the statement of accounts, transactions HEHERZENRS @ FRBUTESE BRI IE R ERA40
between the Group and Government departments, agencies or XAt - ZEOREASN  HREREARS - REAE
Government controlled entities, other than those transactions such E - BRERREBRREMEDONFRNERERS  £F
as the payment of government rent and rates, fees etc. that arise in BRI T ETUTEARRS :

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
SEREER

2021 2020
HK$'000 HK$'000
BT BT

Income from placements with the Exchange INEESERUN (FizE14)

Fund (note 14) 341,823 331,112
Government entrustment works carried KRESEFNTREBATETZ
out on behalf of the Government of HKSAR BF&ETIE (1,143,946) (734,658)

Reimbursements received from the Government IWERE BISAITHREBF A
of HKSAR for carrying out some government {7889 BUN ST TIZ 2 &4t

entrustment works 1,135,212 617,053
Salaries and related costs of secondees from  FERHITHEBAFERETH
the Government of HKSAR FrefEREBR A 2,261 3,228

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

Trust

The M+ Collections Trust was established for the purposes to hold BIZM+ Collections TrustZz B2 A BB ENIIEEE
the beneficial ownership of the museum collection for the benefit of EYERBNERHES® MM Plus Collections Limited
the Hong Kong community whereas M Plus Collections Limited, a (BEEBNRB AR IEASTINZEAN) BAETEERE
subsidiary of the Authority, acting as the Trustee of the Trust holds the SRR RE TR A 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 EE O R R RN E B ENMEE12(c) ©
Trust have been set out in note 12(c).

~

(c) Key management personnel remuneration (c) FARERBASHE

Details of the remuneration of Senior Executives are disclosed in note 7. ERTERA SNBSS BRI TIRE -
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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 2021, 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 2021, 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 Financial risk management (Continued)

(a)
(i)

(iv)

(v)

Financial risk factors (Continued)
Credit risk (Continued)

The trade receivables are mainly due from 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 2021 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 gratuities 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 end of the reporting period do not bear interest and
are payable within one year or on demand.

Sensitivity analysis

* Foreign currency risk

As at 31 March 2021 and 2020, the Group was not exposed to
significant foreign currency risk.

* 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 2021, 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$9.0 million (2020: HK$8.7 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 2021, 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 (2020:
decrease/increase) the Group's loss (2020: loss) for the year by
approximately HK$0.5 million (2020: HK$2.9 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 end of the reporting period and had been
applied to the time deposits in existence at that date.
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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.

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

Fair value estimation

(c)
Financial assets carried at fair value

The following presents the assets and liabilities measured at fair value
in this statement of accounts on a recurring basis at 31 March 2021
across the three levels of the fair value hierarchy defined in HKFRS 13
“Fair Value Measurement”, with the fair value measurement categorised
in its entirety based on the lowest level input that is significant to the
entire measurement. The levels of inputs are defined as follows:

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

date;

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

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

2021 20215
Financial assets at fair value through UNREEFEEEEEEA
profit or loss BHNEREE
Placements with the Exchange Fund SNEE SR (HEE14)
(note 14)
At 31 March 2021 7R202143H31H
2020 20205
Financial assets at fair value through MUAnEEFTEEEEE A
profit or loss BENERIERE
Placements with the Exchange Fund INEESER (HEE14)
(note 14)
At 31 March 2020 R2020%3H31H
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28 BIERAEERE (1)
(b) BFREFER

(c)

SENEAEERR  EREEBEEHHFELSERERE
BEEANANEN R - BRI E R
B ERIRI R

EENEEES T EHBFRHENFTIIRRRE - REB(E
NEED - EELANEENEENSEERRNSHEER
MERUFEEVHNTRRERES -

A SBERER
BN (EESIRATE A

TREJERNR20214E3A31H @ B(FEMBRESAER)
FI3RAABEEE MEENA A EERNEEBN=
LAlF - UARBEFESATENIRERRIRELRE
ENEERGE HAABEENEEEEELRKR
LRNEZEAAEEBASENENETRSR - AH@AA
BEEAHNESRNT

- FH&ESER)  KENEFEREERETS LIS
TEREERERE CREHE) ;

o B2k REIREENREN  TEESBERR
BEENBAEE

+  ER(BREER)  MEEREIEENRAEE -

The Group and the Authority

EEREER
Level 1 Level 2 Level 3
F1R FAUR H3R
HK$ million HK$ miillion HK$ million
BEEET BEEET BEEERT
- - 9,005
- - 9,005
- - 8,664
- - 8,664
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28 Financial risk management (Continued)
(c) Fair value estimation (Continued)
Financial assets carried at fair value (Continued)

The fair value of financial instruments traded in active markets is
based on quoted market prices at the end of the reporting period. 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.

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

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 values.
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28 Financial risk management (Continued)

(c) Fair value estimation (Continued)

Financial assets carried at fair value (Continued)

Movement in Level 3 fair value measurement
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28 MBERERE (1)

() AffE{EfLE ()
AR EHESINRAIR R EE (4
.+ AREEEASIRZEE

The Group and the Authority

EEREER
2021 2020
HK$'000 HK$'000
BT T BT IT
At 1 April ®4A1H 8,664 13,102
Income from placements with the Exchange ~ RIER X TR
Fund recognised in the statement of INEESFFIIAN 3
profit and loss 341 | 331
Withdrawal 12N - (4,769)
At31 March R3A31H 9,005 | 8,664

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 statement of profit and loss.

During the years ended 31 March 2021 and 2020, there were no
transfers between Level 1 and Level 2, nor transfers into or out of
Level 3.

- EARTEREAREY BLANREIRASEET

EFERZEERATRER

FIREMEEZ AABEESERRBENGLHIRE
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