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INDEPENDENT AUDITOR'S REPORT Bz BEnRE
TO THE WEST KOWLOON CULTURAL DISTRICT AUTHORITY BEAXVEEERR
(established in Hong Kong pursuant to (REB(FANXEEEFIRGIN IR E BRI

the West Kowloon Cultural District Authority Ordinance)

Opinion BR
What we have audited EfEE:HINE
The statement of accounts of West Kowloon Cultural District Authority (the BAAXKEEER ("EEFE)) REKEA R (518 S/ 7I#

"Authority”) and its subsidiaries (together, the "Group”) set out on pages 102 RE1028EF144EMIRBERR (MRERRKR)) » BIE :
to 144 (the "Statement of Accounts"), which comprise:

» the consolidated balance sheet of the Group and the balance sheet of « R2017E3A3MHNEEFEEEABRRREEREES
the Authority as at 31 March 2017; &% ;

« the consolidated profit and loss account of the Group and the profit . BEZHIFENEEGEBERRKEEREHRR ;
and loss account of the Authority for the year then ended;

» the consolidated statement of comprehensive income of the Group - EBEZHLEEENSEEFELENGRERERRSHEEA
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 s EBEZHILFENSEGEERESHRKEBEREREE
the statement of changes in equity of the Authority for the year then =;
ended;

» the consolidated statement of cash flows of the Group and the s EBEZHULEENSEEFEREAERKEERRSNE
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 - IREFRRNT  BEEESHBEREE -
significant accounting policies.

Our opinion HPMER

In our opinion, the Statement of Accounts gives a true and fair view of EMR%  IRERRERBEEGHMAEEMI(EBIMBER
the state of affairs of the Group and of the Authority as at 31 March SHEANEEMPE R REBHEEEFN2017E3H31BNE
2017, and of the Group's and the Authority's profit and cash flows for BiAURERHEEEFHEEZH LFENAERIEERE
the year then ended in accordance with Hong Kong Financial Reporting It EBR(FE N XK EEIR RGN VR EZ A EE o
Standards (“HKFRSs") issued by the Hong Kong Institute of Certified Public

Accountants (“HKICPA") and have been properly prepared in compliance

with the West Kowloon Cultural District Authority Ordinance.
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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 are responsible for the other information. The other
information comprises all of the information included in the annual report
of the Authority (but does not include the Statement of Accounts and our
auditor's report thereon) ("Other Information”) which is expected to be
made available to us after the date of this auditor's report.

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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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 are 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 are 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
judgment 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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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
ERRKES HNEREET
Certified Public Accountants
BTN

Hong Kong, 28 June 2017
&% 201746H28H
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The Group The Authority
£E BEE
2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BETT BT T
Income KA
Income from placements with INEEEER
the Exchange Fund WA 409,268 747,933 409,268 747933
Bank interest income SRITHIBIRN 132,549 136,373 132,549 136,373
Other investment income HAERA 3 4,911 4,346 4,911 4,346
Net fair value gain / (loss) on EEINESHIZ N5
forward foreign exchange BEEE / (B18) ] ] :
contracts =] f 11,074 | (68,707) : 11,074 | (68,707)
Net exchange losses EREIE TR (6,012) (34,138) (6,012) (34,138)
Otherincome HAA 4 5,186 7,034 45,516 7,034
556,976 792,841 597,306 792,841
Expenses i
Staff costs BTHA 5 (167,729) (129,413) (138,280) (129,413)
Other operating expenses Hih&EER 8 (197,676) (171,799) (158,934) (171,799)
(365,405) (301,212) (297,214) (301,212)
Profit before depreciation, REHAE., Bk
amortisation and income tax FRfSfianFlE 191,571 491,629 300,092 491,629
Depreciation and amortisation TEE gk (19,223) (14,287) (19,223) (14,287)
Income tax FRiSTR 9 = - = -
Profit for the year FEFE 172,348 477,342 280,869 477,342

The notes on pages 110 to 144 are an integral part of this statement of F 1108 EE 1445 RANIR B IRRAVEIZES ©
accounts.
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The Group The Authority
£H BEEF
2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT I BT BT IT
Profit for the year SRR . 172348 . 477342 . 280869 . 477,342
Other comprehensive income Htemmis
Items that may be reclassified HigrReEHMIEE
subsequently to the profit and BHZIEE :
loss account:
Available-for-sale investments At ERE ]
—Changes in fair value - RAEEEE) (436) : 203 ! (436) : 203
- Transferred to the profit and - EEREEE
loss account on redemption Bk - (53) - (53)
(436) 150 (436) 150
Total comprehensive income FELHEKES g
for the year o) 171,912 477,492 | 280,433 : 477,492

The notes on pages 110 to 144 are an integral part of this statement of F£110EZEE 144N M RAIR B RRAZEIZI D o
accounts.
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The Group The Authority
&5 BER

2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$/000
BT T BT BETT BT T

Non-current assets EREEE :
Investments in subsidiaries RBARZIRE 10 - - 50 : -
Property, plant and equipment I - RS KRB 1 4592727 | 2433252 i 4,592,727 | 2433252
Museum collections EYIRER R 12 34,647 : 518,670 : 18,414 518,670
Intangible assets EivEE 13 38,167 : 8389 ! 38,167 : 8,389
Placements with the Exchange Fund ~ NEESZ 14(a) 12,182,369 ;: 11,808429 : 12,182,369 : 11,808,429
Available-for-sale investments A ERE 15 107,338 163,234 107,338 163,234

Time deposit with maturity FHRBE—FZ ] ]
over one year EHER - 100,000 i - 100,000
Bank interest receivables FEKERITHIR - 98 ! - 98
16955248 = 15032072 = 16,939,065 15032072

Current assets mENEE ]

Placements with the Exchange Fund ~ SNEE &7 14(a) - 4072424 - 4072424
Amount due from a subsidiary KB AR 2228 16 - - 141,619 | -
Available-for-sale investments At ERE 15 104,562 - 104,562 : -
Bank interest receivables FEWSRITRIS 71,888 | 66830 71,888 66,830

Income receivables from R At ERE
available-for-sale investments [LON 2,465 | 2,249 | 2,465 2,249

Other receivables, prepayments EHAEKER ~ FERIRER
and deposits Rig® 18 295,794 ! 150,636 295,312 ! 150,636
Forward foreign exchange contracts ~ EHASMNESHXY 14(b) 1,593 11,892 1,593 11,892
Cash and bank balances RERIPITHER 19 8587322 . 6831531 | 8587322 . 6831531
9063624 . 11135562 . 9,204,761 .  11,135562

Current liabilities RENEE
Forward foreign exchange contracts  EERINESLY 14(b) 1,883 58,775 1,883 58,775
Amount due to a subsidiary EAHBA AR 228 16 - - 50 -

Amount due to M+ Collections &M+ Collections :
Trust TrustZ £%8 17 604,292 : - 631,800 ' -
Other liabilities Hitt&a 20 915,553 572177 905,977 572,177
1,521,728 | 630952 . 1539,710 630,952
Net current assets FEEEE 7,541,896 . 10504610 | 7,665051 10,504,610
Total assets less currentliabilities  REEAERRENEE 24,497,144 @ 25536682 @ 24,604,116 = 25536682

Non-current liabilities EREIGE ] :
Accrued contract gratuity FERTAO BN S 10,932 : 8382 : 9,383 8,382
Net assets HEBE . 24486212 25528300 | 24,594,733  25528,300
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BALANCE SHEETS (CONTINUED) | STATEMENT OF
gEaEx @ ACCOUNTS
AS AT 31 MARCH 2017 HEEES

R201743H31H

The Group The Authority
£H =5
2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT T BT BT IT
Equity L5 21
Capital - Endowment from the & -BHBFITHERE : ] ] ]
Government of HKSAR ERAFRR © 21,600000 | 21600000 | 21,600,000 | 21,600,000
Distribution reserve to M+ Collections Trust :
M+ Collections Trust 25 . (1,214,000) | - (1,214,000 -
Retained profits and other reserves R EZFI R EL At A © 4100212 | 3928300 | 4208733 i  3,928300
| 24486212 | 25528300 | 24,594,733 | 25528300
The statement of accounts on pages 102 to 144 was approved by the F102EEF144ENIRBHREKN2017F6 5 28HEEERFEE
Board of the Authority on 28 June 2017 and was signed on its behalf by: Bt o WM T ATRERSE
The Honourable Matthew Cheung Kin-chung, GBS, JP Mr Duncan Pescod, GBS, JP
IREESRFEAE, GBS, JP taEm5E4E, GBS, JP
Chairman of the Board Chief Executive Officer
BEERERE TTBAEE

The notes on pages 110 to 144 are an integral part of this statement of FE110EEE 144 BT R AR B IRFRAVEIRREED
accounts.
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EEES FOR THE YEAR ENDED 31 MARCH 2017
BE2017FE3B3HILEEE

The Group
£E
Capital - Distribution
Endowment reserve to
fromthe M+ Collections
Government Trust
of HKSAR M+ Collections Fair value Retained Total
e BB Trust reserve profits reserves Total
G ZhKGEE  AnEERE REB A TR 5
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HizE BETT BT BT BT ST ARTT
Balanceat 1 April 2015 120155471 B 21600000 | - 3,450,283 3450808 | 25050808
Profit for the year FRAE - 477342 477,342 477342
Other comprehensiveincome ~ Eft & E iz
Available-for-sale investments:  FTHHHERE :
net movement in fair value NREEREEZ :
reserve S - 150 - 150 150
Total comprehensiveincome ~ EELEE : : :
forthe year i - - 150 477,342 477492 | 477492
Balance at 31 March 2016 1201653831 A& 21,600,000 3927,625 3,928,300 25,528,300
Profitfor the year A - - 172,348 s 12348
Other comprehensiveincome  Eftr e ElE
Available-for-sale investments:  AIHERE :
net movementin fair value AREEREZ
reserve FEE - - (436) - (436) (436)
Total comprehensiveincome  EELEE
for the year ek - = (436) 172,348 171,912 171912
Capital contribution to M+ Collections Trust
M+ Collections Trust ZERER 21(0) - (1,214,000 - - - (1,214,000)
Balanceat31March2017  120173A31HIEER 21,600,000 (1.214.000)§ 29 4099973 4100212 24,486.212

The notes on pages 110 to 144 are an integral part of this statement of F110EEE 144 BMMEER AR B HRFZAERED o

accounts.
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STATEMENTS OF CHANGES IN EQUITY (CONTINUED) | STATEMENT OF
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FOR THE YEAR ENDED 31 MARCH 2017 IREEES
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The Authority
EER

Capital - Distribution

Endowment reserve to

fromthe M+ Collections

Government Trust

of HKSAR M+ Collections Fair value Retained Total

= o e il Trust reserve profits reserves Total
TBREBAHER ZRTEE  AREERE RBHA fhERE 5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BET T BT BT it
Balanceat 1 April 2015 R01554R1BRRE - 21600000 - 525 . 3450283 . 3450808 25,050,808
Profitfor the year R - - - . s 4w

Other comprehensiveincome  EftSEIES
Available-for-sale investments:  FIfHERS :
net movement in fair value ABEREZ ; i i ‘ ‘ :
reserve oL - - 150 - 150 150

Total comprehensiveincome ~ EELEME

for the year e - - 150 | 4TI342 . ATIA92 | 4TTAQ2
Balanceat31March2016  1A201643A31BkIAE - 21600000 | - 675 . 3927625 . 3928300 . 25528300
Profitfor he year FEAE - - - 280869 280869 . 280869

Other comprehensiveincome  Efti&ElE
Available-for-sale investments:  FIHHHERE :
net movementin fair value NREEREZ
reserve FEE) = = (436) = (436) (436)

Total comprehensiveincome  EELEME

forthe year e - - (436 280869 280433 280433
Capital contribution to M+ Collections Trust

M+ Collections Trust ZEAER 21() - (1,214,000 - - - (1,:214,000)
Balanceat31March2017  1201743A31AES | 21600000 - (1,214000) 289 4208494 4208733 24504733

The notes on pages 110 to 144 are an integral part of this statement of E10EEF 44BN ERAIR B IRROERIS -
accounts.
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STATEMENT OF | STATEMENTS OF CASH FLOWS

ACCOUNTS | nehax

EEES FOR THE YEAR ENDED 31 MARCH 2017
BE2017FE3B3NHILEEE

Operating activities
Profit for the year
Adjustments for:
Depreciation and amortisation
Loss on disposal of property,
plant and equipment
Income from placements with
the Exchange Fund
Bank interestincome
Other investment income
Net fair value (gain) / loss on forward
foreign exchange contracts
Net exchange losses
Changes in working capital:
Increase in other receivables,
prepayments and deposits
Increase inamount due from
a subsidiary
Increase in other liabilities
Increase in non-current liabilities

Net cash used in operating activities

Investing activities
Purchases / construction of property,

Proceeds from disposals of property,
plant and equipment

Purchases of museum collections

Restricted cash donations received

Repayment of placement with the
Exchange Fund

of available-for-sale investments
Net (placement) / receipt from time
deposits with original maturities
over three months
Interest received

Net (decrease) / increase in cash and
cash equivalents

of year
Effect of exchange rate changes

plant and equipment and intangible assets

Decrease/ (increase) in restricted cash

Purchases of available-for-sale investments
Proceeds from disposal or redemption

Net cash generated frominvesting activities

Cash and cash equivalents at beginning

Cash and cash equivalents at end of year

SETH
FEFE
REER
e
HEYME - BERSE
258
SNEESTER
A
SRATRIBIA
HtZEBA
RENESWZ AREE
(%) | BIEFE
EREGIETE
BEESEE)
HAFERER BRI
B
[EWHB AR 2248
1Em
Hitr& &g
FERBNBEL

EEIHMANRSE

REES
BE/EEWE BBk
RENBIEE
HEME - BERR
FRSHIE
BEBVERR
EWZREREE R
RIRBIREHD / (4550)
SEEEER
25
BATHLERE
HESREOA S ERE
FRSER
REHEBE=ERZ
EHIERE () 1 KK
FE
EBFIS

REFHRANREFR

RERBEEFEMED) /
IR

FONRERREFEY
ey A

FRNRERREFEY 19

The Group The Authority
&5 EEG

2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BT BT
172,348 477342 280,869 477,342
19,223 14,287 19,223 14,287

4 - 4 -
(409,268) (747,933) (409,268) (747933)
(132,549) (136,373) (132,549) (136,373)
(4,911) (4,346) (4,911) (4,346)
(11,074) 68,707 (11,074) 68,707
6,012 34,138 6,012 34,138
(145,158) (124,764) (144,676) (124,764)
- - (141,619) -

97,976 94,658 88,400 94,658
2,550 1,341 1,001 1,341
(404,847) (322,943) (448,588) (322,943)
(1,962,483) (1.126,322) (1,962,483) (1,126,322)
21 - 21 -
(126,303) (158514) (82,562) (158514)
= 10277 = 10,277
618 (74) 618 (74)
4,107,752 - 4,107,752 -
(50,200) (134,727) (50,200) (134,727)
- 34,048 ¢ - 34,048
(2,013,603) 1,771.441 (2,013,603) 1,771,441
203,873 157,829 203,873 157,829
159,675 553,958 203,416 553,958
(245,172) 231,015 (245,172) 231,015
246,708 16,197 246,708 16,197
498 (504) 498 (504)
2,034 246,708 2,034 246,708
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STATEMENTS OF CASH FLOWS (CONTINUED) | STATEMENT OF
RawER (@ | ACCOUNTS

FOR THE YEAR ENDED 31 MARCH 2017 IREEES
EHZE2017FE3831HILFE

Major non-cash transactions: FEFRERS :

(@) The Group did not withdraw but reinvested the income of HK$387 (a) EEXRBRIE2016F1AE12AHE » FEINEESER

million (2016: HK$821 million) which was earned from the placements FrBREXAI I 3.87127E 7T (20164 : 82188 L) @ WES
with the Exchange Fund for January to December 2016. The income HFERENIINEESHFR - RIETESRIBBIIBNE
will be repaid by Hong Kong Monetary Authority ("HKMA") together BerEER (TER) RIERKA » BAIZZERANER
with the principal amount on the maturity dates in 2019 or 2022 (2016: 201945820224 (20164 : 20164F ~ 20194 5,20224F) ¥
2016, 2019 or 2022) unless the Authority gives notice to HKMA for FHHERASRETEEE o FHATHINHEE14@0KEE °

withdrawal of the income amount prior to maturity dates. Details of the
arrangement are disclosed in note 14(a).

(b) Upon the establishment of the M+ Collections Trust (“the Trust") (see (b) 7EM+ Collections Trust ("{55E1) Biiz& (RHiEE12(@) » &
note 12(a)), the Authority made a non-cash contribution of HK$1,214 ERRBEHREEROEFREL1214RBTEREEE - &£
million from the endowment fund to the Trust. Settlement of the SRR HEZEARERMETHEEEREE
contribution subsequent to the Trust's establishment will be by way MiEYERER @ UERREBFMBERRMZ SN
of transfer to the Trust of museum collections held by the Authority, FNER

and the payment by the Authority for the Trust in respect of future
acquisition of collections.

The notes on pages 110 to 144 are an integral part of this statement of FE110EEE 144 BRIMTER AR B HRFRAVEIREE D
accounts.
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1 General information 1 —RRER

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. lts office address is at Units 608-613, Level 6, Core C,
Cyberport 3, 100 Cyberport Road, Hong Kong.

The functions and objectives of the Authority are stipulated in sections
(4)(1) and (4)(2) of the WKCDA Ordinance respectively. In brief, the
principal activities of the Authority 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 2017 Policy Address, the Government decided
to provide the Authority with an enhanced financial arrangement
by granting it the development rights over all of the hotel / office /
residential portion of the WKCD. The Authority is working on the land
grant for the WKCD site to meet the development needs and the
Project Agreement which will set out key elements of the relationship
between the WKCDA and Government going forward.

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

(a)

BAAXKEEER ("SRR RENBARENRE RERS
BATEEH, - EEREREN2008%7 811 HEHRH(FEN
X EEEBEAG) ((FENAEG.) (F601F) FEHAEMIL
KA ANERE - EiE it A S B SE 10055 80583
FECIZ61£608ZFE613E °

EEF BN BEDBIEI R ENEE) H41) R402)
% - BEMES - EEREEAERE - BR - EENMER
FAAXKE (TFE) WER XK - AHEREKMER
5 o

TEREGETREZEN2013F1HsHRERNE REER
(TERERL) - ZEERRERIRH—EEE TSR E
KA BENANERERERFEIRMES] - Hig - 1
BRIER TR BRG] 1 615 R IC AL RIS EIE
EEEIEIN15% © ZREIFENR20145F11 B 145 ERMHAR
BESEHE -

BIAN T —CFBBER SRR - BAAREEBEEN
EPRNETEER | IAE | FEXIBRERTEER » #
MR ERBELH - EEF/ERIEETEREAAITEN
T BRARRREE  UNAIAEEREKFRR
BREETRNABRHENER -

FEEEBER
BN

KRB HRKR IR EEG A S ERIEERREEY
BESEL) (B eEREERnEIEEMBREE
2) ~ (BB EHEADMERE) - MUR(FEURBI) ZREMAR
B o ERARGHRIIRE BRNEZSFTBRBN T « Ik
FHEMASN - WEBREFIHROMEFENERER
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Significant accounting policies (Continued)

(b) Basis of preparation

(i)

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

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

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

Amended standards adopted

The following amendments to standards have been adopted by the
Group for the first time for the financial year beginning on or after 1
April 2016:

¢ Amendments to HKAS 16 and HKAS 38 “Clarification of Acceptable
Methods of Depreciation and Amortisation”

*  Annual Improvements HKFRSs 2014-2016 Cycle

* Amendments to HKAS 1 "Disclosure Initiative”

The adoption of these amendments does not have a significant
impact on the Group's or the Authority's results and state of affairs nor

any substantial changes in the Group's accounting policies and the
presentation of the statement of accounts.
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(b) 4R

(U]

KRB RRZRRELEAEREEE » AFURRE
EFIRZ TUAREEFEAESE T NI SRS ES
B R HHERE  WEGTELEL

EEEERMNTA(EEMBHEESENNIRE RSN - A
FEHFIET - fhEHARER - ELHE - A NRREHE
STEGRIER - UERBEE - BF - MATIXHIRESE
BRFE - EFEIEBRRERENEERNEERE
HEERERLAAGENSHEMEARELY  HERS
BT EREEEEEMRRARSSNE EHE & EIRE
ERFTEH AR - BIRER P BEERINARTEER -

SRR S SRR - NRGHHEH 0
SRPER—FE  HPSEITREENER ; NEE
STHENNAREEOETRE - AEEHETNEENE
SRHOERERER o

RMEETRVEER]

EER2016F 481 B2 RFERIMBFEERIFMA T L
THERMERT

o (BBETEN)E16RR(EEEER)FEIBRK 2B
BB IR 2T E R T E)

- (BEUBRELEN)2014-201 6B FEBOERET
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2 ERGHBRER)
(b) HRELEE (1)
{HRARETER] - BT

2 Significant accounting policies (Continued)

(b) Basis of preparation (Continued)

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

The following standards, and amendments to standards, which are
relevant to the Group, have been published and are mandatory for
accounting years of the Group beginning on or after 1 April 2017 or

UTRREEERH 2 ERAENREAER] - SEBATE
20174 B 1 BRZ BB S EESBREFER - M
SRR R RN

later years and have not been early adopted:

Effective for EUTHE
accounting sz
periods FIRHY
beginning GEHHARE
on or after HEX
Amendments to HKAS 7 Disclosure Initiative: 1 January 2017 (EEZFER WEERTEl 20171818
Statement of Cash Flows FTRZIERT REemMER
Amendmentto HKAS 12  Income Taxes 1 January 2017 (BEEEER) FifsiR 201741818
E125RZEET
HKFRS 9 Financial Instruments 1 January 2018 (BEUMBREEN) SMTH 2018%1H1H
F95R
HKFRS 15 Revenue from Contracts 1 January 2018 (BEEMBREER) ZBFRGAOKE 2018%F181H
with Customers FE155%
HKFRS 16 Leases 1 January 2019 (BEUMBREER) HE 201941H1H

£16%E

RNEEIMEENEETRREE - FIEREBN201743R8
3MBENMBINRL - EEELRREAEMN LAEEAEER
EMMER  BIINRBEEENERTE - EEESHE
BERIERRT - AERTLELEAER] ~ BRI E o

Given the Group is still in its initial stage of operation, based on the
financial position of the Group as at 31 March 2017, management
do not consider there is any significant impact on adoption of the
above issued but not yet effective standards, amendments and
interpretations. Management will continue to assess the impact of
these standards, amendments and interpretations till their initial
application.
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NOTES TO THE STATEMENT OF ACCOUNTS (CONTINUED)

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. Unrealised
losses are also eliminated unless the transaction provides evidence
of an impairment of the transferred asset. When necessary, amounts
reported by subsidiaries have been adjusted to conform with the
Group's accounting policies.

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

(d) Foreign currency translation

(i)

(ii)

Functional and presentation currency

Iltems included in the statement of accounts of each of the Group'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
dollars ("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 prevailing 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 at year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are
recognised in the profit and loss account.

Changes in the fair value of debt securities denominated in foreign
currency classified as available-for-sale are analysed between
translation differences resulting from changes in the amortised cost
of the security and other changes in the carrying amount of the
security. Translation differences related to changes in amortised cost
are recognised in the profit and loss account, and other changes in
carrying amount are recognised in other comprehensive income.

FOR THE YEAR ENDED 31 MARCH 2017

(c)
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2 Significant accounting policies (Continued) 2 FEEHEEGE)

(e) Property, plant and equipment

(f)

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

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

Buildings (M+ Pavilion, Nursery Park
and site office)
Leasehold improvements

3to 50 years

5 years or the unexpired lease
term, whichever is shorter

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

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

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

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

Museum collections

Museum collections 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.

(e) M5 - BB RkRE

()

BRERTIRSI - ¥%  BERRERELRABRRFITE
REIREGELANEERRAR - Y% - BERREEREER
HWELHABEEBEERSEESAELEFIRRE
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NOTES TO THE STATEMENT OF ACCOUNTS (CONTINUED)

2 Significant accounting policies (Continued)

(9) Intangible assets

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

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

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

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

loss

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

Financial assets or liabilities at fair value through profit or loss are
recognised when and only when the Group becomes a party to the
contractual provisions of the instruments and on a trade date basis.
These financial assets or liabilities are initially recognised at fair value
and transaction costs are expensed to the profit and loss account. They
are derecognised when the rights to receive cash flows have expired
or have been transferred and the Group has transferred substantially
all risks and rewards of ownership. Financial assets or liabilities are
subsequently carried at fair value, with changes in fair value recognised
in the profit and loss account in the year in which they arise.
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2 Significant accounting policies (Continued) 2 FEEHEEGE)

(i) Available-for-sale investments () FMEHERE
Available-for-sale investments are non-derivative financial assets that AHHEREARIEEAWERNSIEEEIIAN LR EME
are either designated in this category or not classified in any of the HEERINIETESREE - THEERERVRANEE
other categories of financial assets. Available-for-sale investments R BRBERSEEEMEREANRZERFAEY
are initially recognised at fair value. Transaction costs that are directly BAREE - MAHHESREEFEEHIEENRE
attributable to the acquisition of such assets are added to the initial fair FRRAERERTHR  ARGBUARERAISEEER
value. If an available-for-sale financial asset has fixed or determinable Kt - THEEREWRAAEENE > MAREEZ
payments and does not have an indefinite life, the transaction costs FEAWERAED TN —EELERIS  BEEZEE
are amortised to the profit and loss account using the effective EREE - KBESTREAL  REZZFEERBETR
interest method. They are measured at fair value with changes in value FRER - ERREMEERERER 2 BB KGR
recognised as a separate component of equity until the assets are sold, BEMDMEEERRTEREN D IERE -
collected or otherwise disposed of, or until the assets are determined
to be impaired, at which time the cumulative gain or loss previously
reported in other comprehensive income is reclassified to the profit
and loss account as a reclassification adjustment.

Investments are recognised or derecognised on the date the Group BETEEEAEEERER - WL S EIHRRFAR IR -
commits to purchase or sell the investments or they expire.

(j) Bank interest receivables, income receivables from () FEKERITHIR - A HHEREUAN - EKHE
available-for-sale investments, amount due from a NEZEEREMEWE - FBFRREIZE
subsidiary and other receivables, prepayments and
deposits
Bank interest receivables, income receivables from available-for-sale FEWUERITHIE ~ FEWATHE ERERAN - BRRBARZ
investments, amount due from a subsidiary and other receivables, SEREMERR - BLRARERERVNVZRADEERE
prepayments and deposits are initially recognised at fair value and B HRREEMN AT ENBHR AR EEMRELER
thereafter stated at amortised cost using the effective interest method, FUhR ©
less any provision for impairment.

(k) Leases K HE

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

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

WMAEFRREFIEER RS BRI R EGAEA
o IWIEBERFEARMERE o Rk USMYRTE HAthil
ERSRLERE -

LEHEZRNEESEARBEEZHERRMERERE
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Significant accounting policies (Continued)

() Impairment of assets

(i)

Property, plant and equipment, intangible assets and museum
collections

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

The carrying amount of each item of museum collections 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 assets' recoverable amount is
estimated. An impairment loss is recognised whenever the carrying
amount of an asset exceeds its recoverable amount.

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

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

A reversal of impairment losses is limited to the assets' carrying
amount that would have been determined had no impairment loss
been recognised in previous years. Reversals of impairment losses are
credited to the profit and loss account in the year in which the reversals
are recognised.
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2 Significant accounting policies (Continued) 2 FEEHEEGE)

() Impairment of assets (Continued) () BEREGE

(i) Available-for-sale investments (i) PIHEHERE
Available-for-sale investments are reviewed at each balance sheet REEEEEBRERBSRRAIRLEERERETHRRE
date to determine whether there is objective evidence of impairment. If NEREEE - IFEXERE  RAAEERENER
such evidence exists, the cumulative loss that has been recognised in REEEAESHOBEEERRFEA—EENIERAE - R
the fair value reserve is reclassified to the profit and loss account as a BRRNERZ REGEEABERAEERARBEZE
reclassification adjustment. The amount of the cumulative loss that is o WRBEERIBRRNAZEERR ZEFTRERS
recognised in the profit and loss account is the difference between the o
acquisition cost and current fair value, less any impairment loss on that
asset previously recognised in the profit and loss account.
Impairment losses in respect of available-for-sale debt securities HEBEARBEZIENZE FENEERERRERER
investments are reversed through the profit and loss account if the B4 2 EHER > BRNTHEEEBESRERESE
subsequent increase in fair value can be objectively related to an event BRIBWRED -
occurring after the impairment loss was recognised in the profit and
loss account.

(i) Bank interest receivables, income receivables from available-for-sale (i) FEWERITFIE « KA ERE RN REMERR - 78
investments and other receivables, prepayments and deposits R RIS
A provision for impairment is established when there is objective BEEREREBRETEE RIS REERUIRRE HHRHZRIR
evidence that the Authority will not be able to collect all amounts due EHRRCSEEEE - BRIUREERS - EE2LBRE
according to the original terms of receivables. The amount of provision R A MR E SRR B IR R BIR N TS R R IR RIR
is the difference between the carrying amount of the financial asset B2 ERETE - EEBEEIBERIEHEDR
and the present value of estimated future cash flows, discounted at the
effective interest rate. The amount of the provision is recognised in the
profit and loss account.
Such impairment loss is reversed in subsequent periods through the e & 2 AT R O] SR8 2 SN #R AR RRE R B A 2 B
profit and loss account when an increase in the asset's recoverable B AREBEFRERN ST RERERED - &
amount can be related objectively to an event occurring after the WREBLDEH  EEZIRAEINMSERNBREREERE
impairment was recognised, subject to a restriction that the carrying BN Z AR o
amount of the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the impairment
not been recognised.

(m) Cash and cash equivalents (m) IREFIREEEY

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

REeRkRESEYEHSRBMENIRE - HEFREMNE
RERQAEANTHERENRE - MAEEZE 2 EEE(R o
BErREFEYEERTER RERRIBE=EAR
FURNZ EEER (ZRFIREERID) ©
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NOTES TO THE STATEMENT OF ACCOUNTS (CONTINUED)

Significant accounting policies (Continued)

Amount due to a subsidiary, amount due to M+ Collections
Trust and other liabilities

Amount due to a subsidiary, amount due to M+ Collections Trust,
payables and accruals 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.

Income recognition

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

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

Restricted cash donations are recognised as liabilities initially when
the donations are received. Donations that compensate the Group
for expenses incurred are recognised as income in the profit and
loss account on a systematic basis in the same periods in which the
expenses are incurred. Donations that compensate the Group for the
cost of an asset are deducted from the carrying amount of the asset.

FOR THE YEAR ENDED 31 MARCH 2017
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WREHRRMEE (40

EE2017F3A31HILFE

ERGFEER ()

BB AR Z&%E  FE{dM+ Collections TrustZ
SEREMERE

FEfTHIB A B 2 &% - FEfIM+ Collections TrustZ %8
FEM R EHIRMERAIR N A EEREDR - HEUEEFEX
EETERE R AR  NRMRAENEELREX
BFZRAS IR ©

FRiSHt

FEERSREEAPRENELEREEE R HFE
B o AMRENEERESEES ENSESEREPE
B BMREEEM S E RS N B E R P RERAIER
HE - AIERRRS ARt e RS B EAE R g

5
27
At ©

FHRBERERAFERRREN » REBERSHERER
THEE LERTHRTAENRTEARE - M EE
FREBNBREFEMRHE

BERAEERGEIHNBRIRIMNERREKRERE
4 - BN EERIEEENRBREMBRETOIRmEEE
BLEERBENFRERNER  BERBEEEDATN
HARERREBEENARERRTINRES  FRT EHER
EENGBEELENERS - IERERBERENRAEL
MIRE E R RINR Al SRR SRR BRI A B DA 2R 3E AR
IREERSMUERNIER T FHERR o

W HERR

SRITER R A M S35 E 2 FI S\ LB B A R RS
EEBIEAERERR o

BEER UANBETEEESH T NERNERMEENR
BE NSPEESFERRERINESHN AR EERSEE
EAFEZBRREDRIRATESE -

ZRGRERBERIBRERERAEE - SIREE
BRBHEEEBRELERR - ZRREXFERELNE
EHENE R GRNERRER SN - BRBEEERSR
ERARIREIARRAE ERIREENRR
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2 Significant accounting policies (Continued) 2 FEEHEEGE)

(g) Employee benefits

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

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

Provisions and contingent liabilities

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

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

(a) EEREF

r)

e - MBS R T E AN B RRRGAM R
BRIt -

st AEEEE (TAES)) WHERRRERHERR
BREENRFRER o

ERERIEEE

EEEARERENSHRRERIEEET - WEIE
Hoft st FSRME N L S EERS | BB IR - RE
ERAZRERBBETTENREEEEABERDIRER
& - EEBREEEXN - IRBEEXHNRERRE
ko

INREFINRAI AT BRI - SURAHFRBEREL
AR  EEREZEEIRANEEE B35 BUEET]
HINRBIFTREMEARRRIBR SN © MNHBBENFERERR
F-ERSERREGNREMEE  TEREAHEE
& (EREFIINRAI AT REMERR(RRIBRSD o
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FOR THE YEAR ENDED 31 MARCH 2017 UEEFES
BE2017F3B31HILFE
3 Other investmentincome 3 Hg&EKA
The Group and the Authority
SENEER
2017 2016
HK$'000 HK$'000
BT BT T
Available-for-sale investments AHHERE ] E
Interest income GIEUON 4911 | 4,346
Net losses on redemption EEAEIEN) el - (53)
Reclassification from equity on redemption O EERIRE D48 = 53
4911 4,346
4 Other income 4 HMHKA
The Group The Authority
£E BEEE
2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BETT BT T
Corporate overhead recovered HR—IEATKEIRRE ] 3 ] 3
from a subsidiary mEEX - - 40,692 : -
Others Hts 5186 : 7,034 4824 7,034
5186 7,034 45516 7,034
Note: 3.0
Corporate overhead represented the recharged costs incurred by the Authority's TELCERXEEERE THXEREAZMB AR ESR

supporting functions to support the subsidiary's activities. PRI A IR (B o
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BE2017FE3B3NHILEEE
5 Staff costs 5 BTRHA
Staff costs for employees directly hired by the Group and the Authority HEEKEEREFEEFNREZETHANT !

are as follows:

The Group The Authority
L EHE
2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BETT BHETIT
Salaries, contract gratuity and Fre KNS R HAth R ] 3
other benefits (note) (8 228,087 : 188,171 | 199,419 | 188,171
Contributions to MPF scheme stEE R 4,685 3759 : 3,904 ! 3,759
Total staff costs BTRARE 232772 191,930 | 203323 191,930
Less: Direct staff costs capitalised Bl : EAUWERETHE |
(note 2(e)) (F¥=E2(e)) (65,043) : (62517) (65,043) : (62,517)
167,729 129,413 138,280 129,413
Representing: R
Salaries, contract gratuity and e AOmE R ]
other benefits Hita 164,235 : 126,795 | 135,567 126,795
Contributions to MPF scheme smtEE IR 3,494 2618 : 2783 ¢ 2,618
167,729 129413 | 138,280 129,413
Note: SRR
The staff costs for the year ended 31 March 2016 included a secondee from the HE2016F3A31HILEENE THABFE 2R EBREIIT
Government of HKSAR. BEBFERNET

6 Board / Committee / Consultation Panel members’ 6 EERF/EETG /B ITHREME
remuneration

The chairman and members of the Board of the Authority and its EERRARBARANESRS - RZRGURERF/NH
% > = Bt = =% LB SR

subsidiaries, its Committees and the Consultation Panel of the A2 ERRAELRBEEERFREMBEARRMEL

Authority were not entitled to any remuneration for their services RS - LT ALRRS -

rendered to the Authority or its subsidiaries, except as below:

— Chief Executive Officer is appointed as an Ex-Officio member of - ?—}Eﬁzﬁ%ﬁﬁé&ﬁ%i@%ﬁ;}%ﬂ@%%&é TS
the Board of the Authority and his remuneration is stated in note 7. LN

— Executive Director, M+ is appointed as an Ex-Officio member of the - Mﬂj E&i@%ﬁ%{{ﬁM PluiMufeum Lliizd Tzl
Board of M Plus Museum Limited and her remuneration is included EMRE - TS BAHIET TEUE B SIREE -

in the remuneration disclosure for executive directors stated in
note 7.
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EE2017F3A31HILFE

7 Remuneration of Chief Executive Officer and 7 TBUEHRITBAEEENE
Executive Directors
Remuneration received and receivable by Chief Executive Officer and TR RATERARE E AN S B ER Z A0 T
Executive Directors are as follows:

Executive Directors

Chief Executive (note)
Officer 1TEARR Total
TR () #ast
HK$'000 HK$'000 HK$'000
BT BETT BT
2017 E : :

Salaries and other emoluments il & E At EiE 4291 : 16,499 : 20,790
Contract gratuity HomES 840 | 2,641 : 3,481
Contributionsto MPF scheme ~ saT&a& st B 18 89 : 107
5149 19229 24,378

2016
Salaries and other emoluments  FE R H A< 4,603 : 16,642 : 21,245
Contract gratuity KON 544 : 2478 3,022
Contributions to MPF scheme  58#E& IR 19 : 93 ! 112
5166 19213 24,379

Note: FERR

THEEBIELSERR (R20165F6 20 EEF) ~ TH
BE —— B TTBRRASDER » M+(1R20165F11B1BEZS
f£) - REEN - BEHEE (2016F481HZE20165E1182H)
BURAEEFRRERS o

Executive Directors comprise Chief Operating Officer (appointed on 20 June
2016), Executive Directors — Finance, Human Resources and Administration, M+
(appointed on 1 November 2016), Performing Arts, Project Delivery (from 1 April
2016 to 2 November 2016) and General Counsel.

TR TR 2 S8 E T

The remuneration of Chief Executive Officer and Executive Directors
are shown in the ranges as follows:

2017 2016

Number of Number of

individuals individuals

A

HK$5,000,001 - HK$5,500,000 5,000,001 7T E5,500,000/87C 1 -
HK$4,500,001 - HK$5,000,000 4,500,00177C%5,000,00058 7T = 1
HK$3,500,001 — HK$4,000,000 3,500,00177T%4,000,000/87T = -
HK$3,000,001 - HK$3,500,000 3,000,0017#7TZ3,500,000787T 2
HK$2,500,001 - HK$3,000,000 2,500,0017%7C3,000,000787T 4
HK$2,000,000 or below 2,000,000 7T LT 1
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8 Other operating expenses

8 HhZEHA

(a

The Group The Authority
£E BEEF

2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000
BT T BT BETT BT
Programmes and research EEfHRER 39,101 31,738 25,130 31,738
Facilities management SIS 13,615 15,043 11,658 15,043

Museum collections management  1E#IEERAETE
- Operating lease payments - &EHEER 12,649 | 7785 | 1 7,785
- Others - Hfth 7,283 | 6901 | 2,936 | 6,901

Office accommodation WNIZER
— Operating lease payments - S EREERA 17,648 | 15,886 : 17,648 | 15,886
—Others - Hfth 7,201 : 6,662 ' 7.201 6,662

Information technology operating EREE
expenses =] 16,257 : 11,651 | 16,257 11,651
Consultancy fees rErmER 18,468 | 29,937 16,739 | 29,937
Auditor's remuneration EETES 500 400 500 : 400

Marketing and communications TIGHEERER
expenses &M 28,765 : 14,648 28,765 : 14,648
Others (note) Hotth (542 36,189 31,148 : 32,099 | 31,148
197,676 | 171,799 | 158,934 | 171,799

Note: SR

The expenses mainly included recruitment costs, legal fees, training and
development, office expenses, cost of hired service and other administrative
expenses.

Taxation

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

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

arising from tax losses of HK$109 million (2016: HK$Nil) 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.

~

(a

(b)

ERERTIEOERBEE  E5RER - HIIRERE - WAE
HA - HRREERANEMITRER °

WA

RB(AMRBIDE41 ()5 - EEFERRMBARB(NG
156D (551128 81 - RB(BENERBDENQF - EER
TRBARN TRENXEETNL - MBARBENERE
BI) (FE117%) GIRENER : QERNFRBENES - MRE
Zi5  ZABENEDERRE USRI NEBREER
89 ; SOEACENTER G s MESER - MREZE
& ZEFNEDETE MRS NERAEERN

SEENHMB AR EERREERMELENREERBEEE
1.09f2%8 7T (20165 : THIT) @ RREER RiGHEAKA
B BAMMERRABLUEREEREERE - REBERITR
R0 MIEEELEINREAR -
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10 Investments in subsidiaries 10 RIB AR ZIRE

R2017F3A31H » EEWEREFEMBATEIE

As at 31 March 2017, the active principal subsidiaries of the Group

comprise:

Principal Activities

FERE

M Plus Museum Limited

M Plus Collections Limited

Effective
Place of Interest Held
Incorporation and by the Group
Operations EESEmN
SEMRR L K & E R, HERELD
Hong Kong 100%
(incorporated on 14 April 2016
and limited by guarantee)
BE
(FA2016F4 8148 =M
BRERAE)
Hong Kong 100%

(incorporated on 12 August
2016 and limited by guarantee)
BE

(1R201648 8 12 B AR IIHY
BRERXA)

To plan, design, operate, manage, maintain and
otherwise deal with the arts and cultural facilities
and related or ancillary facilities of the M+ Museum
B BRET - BE - B - ERTMEM T RE
M+HE BRI BT FE R AR R RR

To act as the trustee of M+ Collections Trust under
the terms of the Trust Deed and hold the legal
interest in the museum collections for the benefit
of the Hong Kong community

RIBE TN FRIEBM+ Collections TrustfI=
A ERAEBTENF BT B ERSIE
EfEm
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11 Property, plant and equipment

| WEST KOWLOON CULTURAL DISTRICT AUTHORITY BEAX L EBER | ANNUAL REPORT 2016/17 B& R |

NOTES TO THE STATEMENT OF ACCOUNTS (CONTINUED)

11 Y15 ~ BB RaRE

The Group and the Authority

SENEER
Buildings
(M+ Pavilion,
Nursery Park
and site office) Leasehold
(note 1) improvements,
125 furniture and Construction
(M+E= equipment in progress
HEAER HEYE Computer Motor (note 2)
NE) e KA equipment vehicles HRIR Total
#HR1) K& B _E (§¥fR2) &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BET T BETT BETT BETTT BETT
2017
Cost 573
At 1April 2016 R20165481H 46,147 13,820 8977 779 2,393,438 2,463,161
Additions e - 4,290 591 - 2,171,296 2,176,177
Transfers = 83,351 6,615 6,122 - (96,088) -
Disposals W&/ = (9,546) (182) - - (9,728)
At 31 March 2017 #20175%3A31H 129,498 15,179 15,508 779 4,468,646 4,629,610
Accumulated BiRE
depreciation
At 1April 2016 #20165F481H 10,197 12,102 7,044 566 - 29,909
Charge for the year ENITE 12,420 2479 1,723 57 - 16,679
Written back on HE /HEEERD
disposals - (9,524) (181) - - (9,705)
At 31 March 2017 #201753A31H 22,617 5,057 8,586 623 - 36,883
Net book value IRERME
At 31 March 2017 R2017438318 106,881 10,122 6922 156 4,468,646 4,592,727
2016
Cost BE
At 1 April 2015 R2015%481H 29,956 12,307 8,156 779 1,096,964 1,148,162
Additions g - 1487 637 - 1,312875 1,314,999
Transfers &5 16,191 26 184 - (16,401) -
At 31 March 2016 #20165E3A31H 46,147 13,820 8977 779 2,393,438 2,463,161
Accumulated BiRE
depreciation
At 1April 2015 R2015%481H 2139 11,087 5,466 452 - 19,144
Charge for the year ENTE 8,058 1015 1578 114 - 10,765
At 31 March 2016 #20165E3H31H 10,197 12,102 7,044 566 - 29,909
Net book value IRERME
At 31 March 2016 R201653H31H 35,950 1,718 1,933 213 2,393,438 2,433,252
Notes: 3.0
1. The transfer from construction in progress during the year ended 31 March 1. BZE2017F3H31HILLEE » REEERTIENERARM+

2017 represents of the construction cost of M+ Pavilion, which commenced
operation and started depreciation from September 2016.

2. The net book value of construction in progress included mainly the costs
incurred for the design and construction of the Xiqu Centre, the M+ Museum

and the Art Park.

BENRERE - ZETE2016FIARRNEELRA
e -

2. FERTREMIREFETZOEEETO - MHEYERENR
REZERETRTEER -
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FOR THE YEAR ENDED 31 MARCH 2017 tREHRE
BE201753B31HILFE
12 Museum collections 12 SRR S
The Group The Authority
£E EHF
2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000
BETT AT BRET T BT
Cost 5% ;
At 1 April i ZY=AI=! 518,670 370,359 ! 518,670 : 370,359
Additions mE 125,685 148311 | 81,944 : 148,311
Assignment L E © ! (609,708 - (582,200) -
At31 March R3B31R 34,647 | 518670 18414 518,670
Net book value IRERE
At 31 March R3A318 34,647 : 518,670 : 18414 | 518,670
Notes: 53
(@ Pursuant to a Deed of Declaration of Trust dated 28 March 2017 signed @@ RIBEERFBEM Plus Collections Limited ("5 A1) R
between the Authority and M Plus Collections Limited (the “Trustee”), M+ 20175 3B 28 HET I MISFEB A4 » M+ Collections
Collections Trust (the “Trust”) was established for the following objectives Trust(M5561) ERRRLIZ - BEMBERANT :

and purposes:

() the development of culture with an emphasis on the development () #EEXUER CUEREEXKRRAETY &
of contemporary visual culture for the benefit of the Hong Kong BHEZE ;
community;

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

(i) the Trustee shall hold the legal interest in the museum collections (i) RFEARFAEYEBRNEEED  METERE
whereas the Trust shall hold the beneficial ownership of the museum BHENFEMFE S ERRNEREEE

collections for the benefit of the Hong Kong community.

M Plus Collections Limited was appointed as the trustee of the Trust. M Plus Collections Limited EZEREFERIZETA ©
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12 Museum collections (Continued)

Notes: (Continued)

(b)

()

(d)

(€)

The Group acquired museum collections by donations through the
followings, the carrying amount of which are stated at nominal value 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 fur Chinesische
Gegenwartskunst (“Chinese Contemporary Art Foundation”) and Dr.
Ulrich Adolf Sigg (the “Donor” or “Seller”) and another agreement to
acquire 47 pieces of contemporary Chinese artworks (the “Purchased
Works") at a cost of around HK$180 million from Dr. Ulrich Adolf Sigg.

This was treated as a single transaction upon the contemporaneous
completion of the Deed of Gift and Deed of Sale and Purchase. The
transaction includes a condition that the Donor / Seller may at his sole
discretion upon demand require the Group or the Trustee of the Trust
to transfer the ownership and possession of the Donated Works to the
Donor / re-sell the Purchased Works to the Seller at the price paid by
the Group in the event that the opening of the M+ facility in its major
part shall be delayed beyond the year 2019 or that either or both the
Authority or the Trust is / are terminated or dissolved for any purpose
other than reorganisation of any of the Authority, the Trust or the M+
Museum.

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

(i) During the year ended 31 March 2017, no restricted cash donations
(2016: HK$10.3 million) were received from donors for acquisition of
museum collections and an amount of HK$0.6 million (2016: HK$10.2
million) was utilised for acquisition of museum collections. As at 31
March 2017, the remaining donations of HK$0.05 million (2016: HK$0.7
million) was recognised in other liabilities as disclosed in note 20.

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

During the year ended 31 March 2017, pursuant to deeds of assignment
entered into between the Authority, M Plus Museum Limited (M+ Limited)
and the Trustee, the Authority and M+ Limited assigned the legal interest in
part of the museum collections, which were acquired by purchase with the
aggregated carrying amount of HK$609.7 million (the Authority: HK$582.2
million), at a consideration of the same amount to the Trustee to hold on
behalf of the Trust, the beneficial owner of the museum collections. In
addition, pursuant to deeds of assignment of Donated Works entered into
between the Authority, M+ Limited and the Trustee, the Authority and M+
Limited gifted the legal interest in part of the museum collections, 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 2017
and 2016 as the Group considered there is no impairment indicator.

The balance of museum collections at 31 March 2017 represents collections
pending for assignment to the Trust.

12 1R (45)

SR ()

(b) SEEIEEEMEOEIRRRITT o RRE BRI TN
EORTEE S TR

(©

(@

(e)

(0]

(ii)

(iii)

REZE2013F383MBLEEE  EEE—ERSHE
ETMmnR - EF 8RR SEERBETFEER
ENESENEH - FuEL (AW EH))B
B91 463 ER P REEME (BIIESR)) » 1B
RAIE.8EBTT 0 MSH - FRiELTEEI7HENR
FEIEMT R (TEEER) °

HRIBREVEEEZORKET - AERRER/E
HR - BERSEE—EHL - EM+REZ ETER
DR B RREEE2019F U - AEEERR/
HETPRILTRR (BER - ERSMHEYEZE
HBRSD) - 1BEETT /| B A BTREEREFSIETN
HEANCREERNESEREGEEEGIBET/
1B RSB EREOAE

SEFILER2012F5 8 2 HERS - SHtiBE
{EREEN13RET

REZE2017F3A3MHLLFE @ WRIKEIEEERE
AFEERYERRZ BN RFIRSE (20165
1,0308E7T) © SHE60EBIT (20164 : 1,02088
J0) ERREE SRS ° 12017438318 - gk
Z5BBIT (201645 : 70EHTT) BEERAHMAR
(RHIEE201% ) -

FR T B 3 12(b) (1) 521 2(b) ()15 55 FR AT 1S RO TS Y8R TRE
mSh - ERFIMEEMINRERS N EY BN
HAEYRERm

REBZE2017F3831HEEE > REBEEERF © MPlus
Museum Limited ("M+BBRAF]) B3 55 AT AYE5E S
% BEEFAM+ERAFIERMEYERRIEEER
(BMEBUEETIRES506.097RB T (BERF : 5.8228%
70) BEFESSE) RERSBENRESEFZEA - EH
ZHRARRKRETE (EYERBNERES AN) 58 © thobh -
RIBEEF - M+ERAFEZ AT WBEIEREE
24 BEBIM+ERAAES S ER MmN EEE
w (AIEB RSB EETIIRBRATESE) BT
A R ARKIETEE ©

REZE2017FE%2016E3H31HILEE - HREERAL
ELREDNR @ B SR R EEE

R201743A 31 BN EMERREHRAREFERTET
IR ©
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13 Intangible assets

2017

Cost
At 1 April 2016
Additions
Transfers

At 31 March 2017

At 1 April 2016

At 31 March 2017

Net book value
At 31 March 2017

2016

Cost
At 1 April 2015
Additions
Transfers

At 31 March 2016

At 1 April 2015

At 31 March 2016

Net book value
At 31 March 2016

Accumulated amortisation

Charge for the year

Accumulated amortisation

Charge for the year

R
®20165F4F1H
BE
i

1R201743A31H
Retimsy

R20165481H

Pty

®201743H31H

IREHE
R201743R31H

D&
{201554/1H
mE
i3

R20165F3H31H
Retigs

R2015%4831H

FPusid

R2016%3H31H

IREFE
R201643H31H

NOTES TO THE STATEMENT OF ACCOUNTS (CONTINUED)

IREERRMEE ()

FOR THE YEAR ENDED 31 MARCH 2017

EHZE2017FE3831HILFE

13 BREE

The Group and the Authority

Computer
software,
licences and
systems

B

EE IS ES D

HK$'000

BT

SEREER

Computer software,
licences and
systems in progress
FAZERRY

B
ERERARSE
HK$'000
AT

4891

STATEMENT OF
ACCOUNTS
LNEEES

Total

HK$'000
BETT

12,837 17,728
151 32171 32,322
1,385 (1,385) -
14,373 35677 50,050
9,339 - 9,339
2,544 - 2,544
11,883 - 11,883
2,490 35677 38,167
11,747 922 | 12,669
150 4,909 | 5,059
940 (940) -
12,837 4891 | 17,728
5817 - 5817
3522 - 3,522
9,339 - 9,339
4891 8,389

3498 |
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14 Financial assets / (liabilities) at fair value through MVUAAREBEEAEEHESH A ANEZNEH

profit or loss EE/ (88
The Group and the Authority
SEREER
2017 2016
HK$'000 HK$'000
BETT BT
Assets BE
Non-current portion JERENEB S
- Placements withthe Exchange Fund - SNEE &R (a) : 12,182,369 : 11,808,429
Current portion TRENERS :
- Placements with the Exchange Fund - INEEE TR @ - 4,072,424
- Forward foreign exchange contracts - RHINES LY (b) 1,593 11,892
1593 4,084,316
12,183,962 15,892,745
Liabilities =1
Current portion mENER D
—Forward foreign exchange contracts - JEEASMNEARL () : (1,883) | (58,775)
(a) Placements with the Exchange Fund (a) SNEEREFR
As at 31 March 2017, the balance of the placements with the Exchange R201783A31H » FHRIINEREE 2 FHERA121.82
Fund amounted to HK$12,182 million (2016: HK$15,881 million), BT (20164 : 158818 T) » HHBEARSEE
comprising the total principal sums of HK$10,300 million (2016: 103{=47T (20164 © 138(=ETT) » HIMNEEEBERER
HK$13,800 million) plus income earned and accrued but not yet HE BB R HEREIREVZ I ©
withdrawn at the balance sheet date.
The placements, by way of credit facilities entered into between the REEEFHEEESMEER ((£ER)NEETH &KX
Authority and Hong Kong Monetary Authority (‘HKMA"), have a term HF RSB B At A6 - — RS » EERRE
of six years from the respective dates of placements. In general, the REEAHAHEBEARE - 38EBITR65EBTZAEKS
Group is not able to withdraw the principal amounts before the maturity AIFR20194108 K% 202241 B EIHA -
dates. The principal amounts of HK$3,800 million and HK$6,500 million
will be repaid by HKMA in October 2019 and January 2022 respectively.
During the year ended 31 March 2017, the placement with a principal REZE2017F3A3MHILEFE  @ERRETALEEISE
amount of HK$3,500 million (together with its income accrued) was BILTNERCERRHHR) - REE2016F3831HLF
repaid by HKMA. During the year ended 31 March 2016, the placement B A&R65ERBILZER(1R2010F1BFKR) EFIE
with a principal amount of HK$6,500 million, which was placed in W EERE R Z AU B E6 F 7k o

January 2010, matured and was rolled over (together with its income
accrued) for another term of six years on special terms.
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14 Financial assets / (liabilities) at fair value through

profit or loss (Continued)

(@) Placements with the Exchange Fund (Continued)

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 5.5%, 3.3% and 2.8% per annum for January to
December 2015, 2016 and 2017 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$.

(b) Forward foreign exchange contracts

The Authority has entered into a number of forward foreign exchange
contracts. The notional principal amounts of outstanding forward
foreign exchange contracts were equivalent to HK$1,073 million (2016:
HK$3,538 million) in total when translating foreign currency amounts
using spot rates at the balance sheet date. The maturities of the
contracts fall within one year of the balance sheet date.

As at 31 March 2017, the fair value of the forward foreign exchange
contracts was calculated as the present value of expected future cash
flows relating to the difference between the contract rates and the
market forward rates at the balance sheet date.

15 Available-for-sale investments

As at 31 March 2017, the fair value of the available-for-sale investments
was HK$211.9 million (2016: HK$163.2 million), which was based on the
valuation provided by the custodians.

Debt securities BEES

- Listed in Hong Kong -EEELM
- Unlisted -3k LEH
Current portion TRENER
Non-current portion ERENER D

131

STATEMENT OF
IEERRME @) | ACCOUNTS
FOR THE YEAR ENDED 31 MARCH 2017 IREEES

EHZE2017FE3831HILFE

MHUAREBEFEBHEZEHANIGRIEH

(a)

(b)

15

EE/ (8R8) (&
SMNEBRDTFR (48)

ERHEERERESE1 BEEENEE12831 K © B3R
EERINERES NI EHEASTEBRARCEMN T EEIRE MR
X RIFHINEESESTE L —EFENTIFEREE
(HLO0% A TR 5tE  UMEBFRSERZE - 2015F18E
128 ~ 2016518 E 128 %2017FE1 B E128 2 ERESD
RIBEAERE5% * 3.3%5%2.8% ©

EERISNEEETEREER  UARBEEFAEEREZEH A
BENERMEE, - WEREEDBEE -

EHAMES LY

EBFBFILSEIMNESH o I REHAKEINESH
ZEFEFENEERBERBIRAREEXREINS51073
ST (20164 : 35.38{RH7T) - ZFEHIMNEIPEREE
BERERERIFAN -

R201743A310 ' ERIMESHNARBERKREES
ERERBNSHERE TR ISRRER 2 ZHMAFERN
R ERIRE

AIHHERE

R201743A31H @ RBFEEARMZMGE  IHEER
B2 NREER2.119(887T (20165 © 1.632(FETT) °

The Group and the Authority
SEREES

2017
HK$'000
BT

2016
HK$'000
BETT

161,812

163,234
50,088 : -
211,900 163,234
104,562 -
107,338 163,234
211,900 | 163,234
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16 Amounts due from/ (to) a subsidiary 16 B/ (1) B AR Z&8E
The amounts due from / (to) a subsidiary are unsecured, interest-free W/ () B AR 2 £EEATIH - B KIRBRIENRE
and repayable on demand. = o
17 Amount due to M+ Collections Trust 17 FE{¥M+ Collections TrustZ &%8
The amount due to M+ Collections Trust is unsecured, interest-free and FE{IM+ Collections Trust Z =284 FEIRIR - S B RIRBA
repayable on demand. BIRF(EE ©

The Group The Authority
£H BEE

2017 2016 2017 2016

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

BT BT BT BT

At 1 April RaB18 - . - _
Capital fund from the Authority ~ REEBERBNERES 210) i 1,214,000 - 1,214,000 | -
Assignment L E 12 (609,708) - (582,200) | -
At31 March R3A31H 604202 - 631800 -

18 Other receivables, prepayments and deposits 18 HAthFEIER - FAMTIRIRIRE

The Group The Authority
&E BEE

2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000
BETR BUETTT BETR BT

Amount due from the Government FEIREBHFRITTRERR 2 ] E
of HKSAR (note) S GER) 282,113 137,385 282,113 ! 137,385

Rental deposits HERe 2,939 | 7,561 | 2,939 | 7,561

Others Hith 10742 5690 10,260 : 5,690

295,794 150,636 295,312 150,636

Note: SR .

The Authority entered into several agreements with the Government for carrying BEERBEBATIZMHE  URRBSETEERNZET
out government entrustment works on its behalf. The Group agreed with the 2 - EEHEBNEREEFEBNEER D X MHNRIERETK
Government to receive reimbursements from the Government or entrust some FRETETEBE TR o

construction works of the Group to offset the balance.
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iREm=RME (@ | ACCOUNTS

FOR THE YEAR ENDED 31 MARCH 2017 IHEEES
BE2017F3831HLFE
19 Cash and bank balances 19 REMIRITLEER
The Group and the Authority
SEREER
2017 2016
HK$'000 HK$'000
BT T BT
Time deposits with original maturities of REEEA=EAZUNZ 3
three months or less TEEIER = 245,044
Cash at bank and in hand RITERMERS 2,034 1,664
Cash and cash equivalents RERREEEY 2,034 246,708
Time deposits with original maturities over [REHIHBE=EAZ
three months EHIER 8,585,239 ! 6,584,156
Restricted cash (note) FZRHIRE GHR) 49 : 667
Cash and bank balances RERIRITHERR 8,587,322 6,831,531
Note: SER
As at 31 March 2017, restricted cash donations of HK$0.05 million (2016: HK$0.7 R201743H318 » RITHEFHEIESEBIT (20165 | 70878
million) included in bank balances were designated by a donor for the purpose of T0) AZIREIREEE  H— AR EIEEAEABEBYER
museum collection acquisition. m2H e
20 Other liabilities 20 Hitt& &

The Group The Authority
£E =5
2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BT

Payables and accruals for construction TI2&4)Z AR

contracts FEHIRER 665,124 419,106 : 665,124 419,106
Provision for annual leave entitlements IS4 R {REE K

and MPF contributions SBRIESHR 6,375 4032 | 5990 4,032
Accrued contract gratuity eI 13,575 | 9,829 | 12,130 : 9,829
Deposits received Eluze 962 | 1,068 | 962 | 1,068
Restricted cash donations received B IRZMRHIIREIE 49 667 : 49 667

137,475 | 221,722 | 137475

Other payables and accruals (note) HABFES R AERTIR GER) 229,468

915,553 572177 905977 | 572,177

Note: 5338
As at 31 March 2017, other payables and accruals included payables for R2017463H31H » HtEMF R EIRAEEBNETIE
construction contracts for government entrustment works amounting to HK$152 Z TIREHIFERR.52(287T (20164 : 7,7008487T) ©

million (2016: HK$77 million).
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21 Capital and reserves

(a) Capital

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

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

(b) Distribution reserve to M+ Collections Trust

(c

~

In relation to the upfront endowment of HK$21.6 billion approved by
the Finance Committee of the Legislative Council of HKSAR as stated
in note 21(a), an amount of HK$1,214 million has been designated for
the acquisition of the museum collections. 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 the museum collections.

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

Fair value reserve

The fair value reserve comprises the cumulative net change in the fair
value of available-for-sale investments held at the balance sheet date
and is dealt with in accordance with the accounting policies in notes 2(i)
and 2(1)(ii).

22 Banking facilities

The Group has uncommitted money market line facilities of HK$250
million (2016: HK$250 million). Interest is payable on amounts drawn
down at a rate related to Hong Kong Inter-bank Offered Rate. There was
no outstanding balance as at 31 March 2017 and 31 March 2016.

21
(a)

(b

~—

(c)

22

EaRkE#E

&2

R2008F7H4H @ EBFAITHRELAEVHZEZEAE
BEEFRE—EBIEF216[EB TR °

RB(ANRGE220)F - EERBHQUERNWEENSE
HERBNE  EEAMB(BEER) ; RO/FEREEN
EEBM R  AHRERERWEREEMZ LR

M+ Collections TrustZ 2 k(&

T EE21@ TR EREBNITREILZEHEEZE S
BEN216ERBITRIHBERNS » —£12 14BN
FEETHAREEERYERR - EEEREBE2017F3
A3THIEFEERIE (BHiE12@) @ EEBERIM+
Collections TrustZ k{4 @ Wiz —512.14
EBTHNEE (RKRETHEEARBTENEERES) FM Plus
Collections Limited (R FR(SFEREEABENERER) -
FARESEYERS

EEAEEEREYERRNFEEHNMEE12(c) °

AREERHE

AREERHESENEEAEREREFEZAIHHER
BZNREEREENFE W20 20)MHNEE
BURRRE -

RITEERH

SEET T —BEE25RBIT (20165 @ 2.5&E7T) 23
AEERTHEEREE - FIBUEERITEXREREX
&%t E - R201743831H%20165E3A31 B EX
PRIEERE -
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23 Commitments 23 E&iE
(a) Operating lease commitments (a) EEHERE
Commitments for total future minimum lease payments under non- RAFHH 2 EEHE 2 RRRRFE S AEEZENT ¢

cancellable operating leases are as follows:

The Group The Authority
£E EEF
2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000
BETT BHETIT BT T BT
Land and buildings T AEE
- within one year -—Fp 19,013 | 18,056 : 8,730 : 18,056
-inthe second to fifth years - B EERFR 23,268 | 20931 : 12,288 | 20,931
42,281 38987 21,018 38,987
(b) Capital commitments (b) BEAFEIE
Commitments in respect of capital expenditures on property, plant and RYE - BERSE  BREEREYERRERRXH
equipment, intangible assets and museum collections are as follows: AN

The Group The Authority
£E =5

2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000
BETR BT BETT BHETTT

Contracted but not provided for (note) B 254MBRIBMHE (51A7) ]
— Property, plant and equipment - - BB KRR i 7137454 | 7,709,026 7,137,454 | 7,709,026

- Intangible assets -\BmREE 50,223 | 35751 | 50,223 | 35,751

-Museum collections - YRR 2,022 11,463 | - 11,463

. 7189699 7756240 = 7,187677 . 7,756,240

Authorised but not contracted for EibEERELN E
- Property, plant and equipment -V - BTG - 16,820 - 16,820
—Museum collections - B S 54,025 94,707 1,598 94,707
54,025 | 111,527 1,508 | 111,527
Note: 53
As at 31 March 2017, apart from the foregoing, commitments relating to R201783A318 » BRTRIARLSN - BRABNEE TR ZARE
government entrustment works of HK$969.1 million (2016: HK$1,242.2 million) {E{EA9.69 18T (20164 : 12.422(F47T) ESLMBREE -

were contracted but not provided for.
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24 Material related party transactions 24 EXRABARS

(@) Parties are considered to be related to the Group if the parties have the (a) M%B—7 RS EES SRR TEEARENRERN
ability, directly or indirectly, to control the Group or exercise significant MBMNEERR 25— AURAEENEE S » R2ZIN
influence over the Group in making financial and operating decisions, or 2R o BANRBIRRME - EEMEBUFERF ~ BB BUFE
vice versa. For the purpose of the statement of accounts, transactions FIERZENR S  BRBUTEE BN IE R E RGN 4
between the Group and Government departments, agencies or - ZREREN  WHRERBARS - RAEE - IR
Government controlled entities, other than those transactions such EARRBEBRREMIBONFERNERRR S - EE R
as the payment of government rent and rates, fees etc. that arise in FETUTEARRS :

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

SEEREER
2017 2016
HK$'000 HK$'000
BETT BT IT
Income from placements with the Exchange INEEZFTUIN
Fund (note 14(a)) (KHfzE14(a)) 409,268 747,933
Salaries and related costs of a secondee REBSIITREBRER—2ELT
from the Government of HKSAR ZFHERBRRAE - 262
Government entrustment works carried out REESBHIITHREBRET
on behalf of the Government of HKSAR ZBFEFETE 691,283 258,841
Reimbursements received from the WENE BRI T E BT E ]
Government of HKSAR for carrying out BRAETEIREZ
some government entrustment works Bt 546,555 141,503
(b) Assignment of museum collections to M+ Collections Trust (b) E:EIEYERR MM+ Collections Trust
The M+ Collections Trust was established for the purposes to hold BXIZM+ Collections TrustZ B KA Y ERMmAVE R
the beneficial ownership of the museum collections whereas M Plus YEBHE » M Plus Collections Limited (IR B HIH B A E
Collections Limited, a subsidiary of the Authority, acting as the trustee WHEREFENZFEAN) AREELENHTHEETPNE
of the Trust shall hold the legal interest in the museum collections in YIEER RAEEER - REZE201743831HIEFE &
trust for the benefit of the Hong Kong community. During the year EEEASO SRR EREEE TS o

ended 31 March 2017, the Group assigned the beneficial ownership of
the majority part of the museum collections to the Trust.

Details of the assignment of museum collections from the Group to the SEEEEEEEYERDNFEEESRMEE12(c)
Trust have been set out in note 12(c).

(c) Key management personnel remuneration (c) FAEEEASHME

Details of the remuneration of Chief Executive Officer and Executive TBHER R TBRARE MR B M THEE -
Directors are disclosed in note 7.
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25 Financial risk management

(a) Financial risk factors

(i)

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$. Its foreign
currency risk arises mainly from its financial assets or liabilities
denominated in currencies other than HK$.

The Group's foreign currency risk exposure arises from its bank
deposits and investments in debt securities that are denominated in
foreign currencies, and forward foreign exchange contracts. A set of
investment guidelines covering investment limits, risk management
and controls is used to manage the Group's foreign currency risk.

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

Time deposits with original maturites  REIEAEBB=EAZ
over three months and cash and EHRFERNEER
cash equivalents HE&%EEY

Bank interest receivables FEWERITHIS

Available-for-sale investments AHHERE

Gross exposure arising from REEREERBEEEZ
recognised assets and liabilities Rk

Notional amounts of forward foreign ~ EHISNESLILE
exchange contracts =%

Overall net exposures BRREE

137
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EHZE2017FE3831HILFE
25 P EREE

(a) MAFEREEER

@)

HKS$ million
BEEET

EERBEEBRETRRER - EEREH KT EHBER
B REHEERALFRENERRER - MBEIRZER
HNEIABERRESEERRESR

SN RS

BESEENNEERRIREYR - KENMNERBRER
REHIFFLUSEAHEBUINE SRS ERBE -

EEAERSNERER B MMNESHEZ RITER R ERE
HFRE  UREHMESYH - KEERE-—ERERER
il ~ R EE MR A S | U EERINE RS

TREJEBREESBERGSIREAREINE (B
T~ R RARE) SHEZEXREREEFTSERMNER
B o BRERETIIERSN  FIESREERBBETEERE
KGR ELUBITEHE °

The Group and the Authority
SEREER

2017
usD
=T

2016
usD
ETT
HK$ million
BEEETT

RMB
AR
HK$ million
BEEETT

EUR
ERTT
HK$ million
BEET

1769 3049

409 992
16 - 21 30
162 : - 163 : -
1947 409 | 3233 1,022
(665) (409) (25504) (1,034)
1,282 - 3 729 (12)
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25 Financial risk management (Continued)

(a) Financial risk factors (Continued)

U]

(ii)

(iii)

Foreign currency risk (Continued)

The Authority manages its foreign currency risk by closely monitoring
the movement of foreign currency exchange rates against HK$ as
compared to the weighted average conversion rates. Forward currency
exchange contracts are also used for managing the Group's currency
exposure. It is assumed that the pegged rate between the USD and
HK$ would not give rise to significant foreign currency risk in USD.
During the year ended 31 March 2016, in view of the market volatility in
RMB, the Authority liquidated the RMB investments via forward foreign
exchange contracts to mitigate the currency risk.

Interest rate risk

The Group's interest-bearing assets include the placements with the
Exchange Fund, bank deposits and investments in debt securities.
Apart from the placements with the Exchange Fund, the return of which
is determined annually (see note 14(a)), most of these assets bear
interest at fixed rates. As regards to bank deposits, since they are all
stated at amortised cost, their carrying amounts and the Group's profit
for the year will not be affected by changes in market interest rates.

Credit risk

The Group's credit risk is the risk that counterparties may default on
its placements with the Exchange Fund, bank deposits, debt securities
and forward foreign exchange contracts.

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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25 Financial risk management (Continued)

(a)
(ii)

(iv)

Financial risk factors (Continued)
Credit risk (Continued)

The Group's investments in debt securities were of a minimum issuer /
issue credit rating of A3 or above by Moody's or equivalent rating by
Standard and Poor's as at 31 March 2017.

For other receivables, it mainly related to the receivable under
the entrustment agreements signed with Civil Engineering and
Development Department, and this amounts are under back-to-back
arrangement which is to be reimbursed from the Government.

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

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

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

All of the Group's gross settled forward foreign exchange contracts
are in hedge relationships and are due to settle within 12 months
of the balance sheet date. These contracts require undiscounted
contractual cash inflows of HK$693 million (2016: HK$ 1,239 million)
and undiscounted contractual cash outflows of HK$1,766 million (2016:
HK$4,777 million).

139

STATEMENT OF
RBmzmE (@ | ACCOUNTS
FOR THE YEAR ENDED 31 MARCH 2017 IREEES

EHZE2017FE3831HILFE

25 M ESEBREIE ()

(a)
(il

(iv)

BMBRBER (8)
EE R (40

R201753H318 @ SEEBZERFETA [ BTHSHT
& ROEIBEASEE E > HEDEEEBINRSE S
FHRTAR ©

REMERRME - EEBSRETATREARERIN
TR - MARRERSEHELZH » WiFHEK
AR ©

REE TR

EBZBORRERRRER AN RBESTR - DUE
REEERTERNIRE R U R RANREBIFEERT
EERENENEERRRBNRSESHR

EAHMME AR - BREESOIEREIEES
YhiEENESESEEHEMERERIN - RKEREES
RREREOEMMBERED AR LER—F PR
BRIBN S ATRIFRIE

SEFE REEEREHINESHN B REREREER » A
REESBREIRBER12EANGEE - ZFENREEHN
ZARITERESMAZ6.93RBITT (20165 : 12.39FETT) &
EHZRKITEIRETMHA17.6628TT (20165 : 47.77(8%8
JT) °



/‘ 40 ‘ WEST KOWLOON CULTURAL DISTRICT AUTHORITY FEA XL EEEF | ANNUAL REPORT 2016/17 BE&F#RE |

STATEMENT OF | NOTES TO THE STATEMENT OF ACCOUNTS (CONTINUED)

ACCOUNTS | iRBiHR&RME (48)
IREEES FOR THE YEAR ENDED 31 MARCH 2017
HE20174E3831HIEEE

25 Financial risk management (Continued)
(@) Financial risk factors (Continued)
(v) Sensitivity analysis

» Foreign currency risk

As at 31 March 2017, the Group was not exposed to significant
foreign currency risk.

As at 31 March 2016, the Group was exposed to foreign currency
risk due to primarily fluctuations in the RMB exchange rates (see
note 24(a)(i)). If there were a 3% increase / decrease in the RMB
exchange rate against the HK$ on the same date, it was estimated
that, with all other variables held constant, it would increase /
decrease the Group's profit for the year by approximately HK$0.4
million. The sensitivity analysis has been determined assuming that
the change in foreign exchange rates had occurred at the balance
sheet date and had been applied to the Group's net exposure to
currency risk for the RMB denominated financial assets in existence
at that date, and that all other variables, in particular interest rates,
remain constant. The stated changes in foreign currency represent
the Group's assessment of reasonable possible changes in foreign
exchange rates over the period until the next balance sheet date.

* 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 2017, 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$12.2 million (2016: HK$15.8 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 2017, 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 increase / decrease the
Group's profit for the year by approximately HK$8.6 million (2016:
HK$6.9 million) a year.
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25 Financial risk management (Continued)

(a) Financial risk factors (Continued)

(v)

Sensitivity analysis (Continued)

* Interestrate risk (Continued)

The sensitivity analysis on the exposure to interest rate risk stated
above has been determined assuming that the change in interest
rates had occurred at the balance sheet date and had been applied
to the time deposits in existence at that date. Fixed rate debt
securities, which are available-for-sale investments carried at fair
value, are excluded from this analysis.

(b) Capital risk management

(c)

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

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

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

The following presents the assets and liabilities measured at fair value
or required to disclose their fair value in these financial statements on
a recurring basis at 31 March 2017 across the three levels of the fair
value hierarchy defined in HKFRS 13: Fair Value Measurement, with the
fair value measurement categorised in its entirety based on the lowest
level input that is significant to the entire measurement. The levels of
inputs are defined as follows:

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

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

* Level 3 (lowest level): unobservable inputs for the asset or liability.
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25 Financial risk management (Continued) 25 HERABEE (&)
(c) Fair value estimation (Continued) (c) AnEEME )
Financial assets / (liabilities) carried at fair value (Continued) HAABEFIRIIEHMEE/ (BE) ()
The Group and the Authority
EEREER
Level 1 Level 2 Level 3
ENEY 2R 3R
HK$ million HK$ million HK$ million
BEEHET BEEEIT BEEETT
2017
Financial assets at fair value through MUAREEEEEESETA
profit or loss BHENEREE
Placements with the Exchange Fund INEEBTERR
(note 14(a)) (FitzE14(0) - - 12,182
Trading derivatives: HHRETETR !
- Forward foreign exchange contracts - E=HINEGLY
(note 14(b)) (FizE14(b) = 2 -

Available-for-sale debt securities (note 15): At EERES (fiEE15) ¢
—Listed -t = 162 -
- Unlisted -3k - 50 -

Financial liabilities at fair value through profit or X MEETE B HE BT

loss BRENEmas
Trading derivatives: HHLTET AR
- Forward foreign exchange contracts - E=HASNEE LY
(note 14(b)) (Ff5E14(b)) = (2 =
At 31 March 2017 R201743A31H - 212 12,182
2016
Financial assets at fair value through UAREEFTEEEESHA
profit or loss BHENEREE
Placements with the Exchange Fund INEEBTERR
(note 14(a)) (FizE14(a) - - 15,881
Trading derivatives: HHRETETR !
- Forward foreign exchange contracts —EHASNESLY
(note 14(b)) (BFzE14(b)) - 12 -

Available-for-sale debt securities (note 15): At EERES (1) ¢

- Listed -t - 163 -
Financial liabilities at fair value through UAREEFEEEEA
profit or loss BaENERaE
Trading derivatives: HHRETETA !
— Forward foreign exchange contracts —RHASNES L
(note 14(b)) (FiEzE14(b)) - (59) -

At 31 March 2016 R20165FE3H31H - 116 15,881
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25 M RRERE (&)
(©) AstEEREE ()

25 Financial risk management (Continued)

(c) Fair value estimation (Continued)

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

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

The fair value of financial instruments that are not traded in an active
market (for example, over-the-counter derivatives) is determined by
using valuation techniques. These valuation techniques maximise the
use of observable market data where it is available and rely as little as
possible on entity specific estimates. If all significant inputs required
to fair value an instrument are observable, the instrument is included in
Level 2. Available-for-sale investments and forward foreign exchange
contracts of the Group are included in Level 2.

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

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

If one or more of the significant inputs is not based on observable
market data, the instrument is included in Level 3. The placements
with the Exchange Fund are included in Level 3. Its fair value, which
is determined with reference to the estimated rates of investment
return for future years, approximates its carrying value.
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25 Financial risk management (Continued) 25 HERABEE (&)
(c) Fair value estimation (Continued) (c) AnEEME )
Financial assets / (liabilities) carried at fair value (Continued) AR EEFIIRE 2 HEE / (B1F) (B)
*  Movementin Level 3 fair value measurement AREEAEAEIRIEH

The Group and the Authority

SEREER
2017 2016
HK$ million HK$ million
BREET BEEETT
At 1 April 418 15881 15,133
Income from placements with the Exchange RIERERPERZ
Fund recognised in the profitand loss account ~ JMNEES IR 409 748
Repayment of placement with the SNEE S FHEIH
Exchange Fund (4,108) : -
At31March 138318 12,182 15,881
* Quantitative information of the significant unobservable inputs s BERTABERWMASEZSMENREIRAREES
and description of valuation techniques used in Level 3 fair value B2 hERTRER
measurement
The fair value of financial assets that are grouped under Level 3 FIRBMEEZ ANBEESERRBENDHHEE
is determined by reference to the estimated rates of investment EIEREFTERTE - REIRGENRAIREMASESE
return for future years. Changing unobservable inputs used in Level HEBEBRZIZER  HASHEBZIEREEATE -

3 valuation to reasonable alternative assumptions would not have
significant impact on the Group's profit and loss account.

During the years ended 31 March 2017 and 2016, there were no REE2017F%2016FE3A31HILMEEE @ F14K
transfers between Level 1 and Level 2, nor transfers into or out of FERR TS MEIRINREEHFENEHE -
Level 3.
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