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TO THE PRIVACY COMMISSIONER FOR PERSONAL DATA
(A corporation sole in Hong Kong established under the Personal Data 

(Privacy) Ordinance)

We have audited the fi nancial statements of The Privacy Commissioner 

for Personal Data (the “PCPD”) set out on pages 128 to 147, which 

comprise the statement of fi nancial position as at 31 March 2013, and 

the statement of comprehensive income, statement of changes in funds 

and statement of cash fl ows for the year then ended, and a summary of 

signifi cant accounting policies and other explanatory information.

The Privacy Commissioner’s responsibility for
the fi nancial statements
The Privacy Commissioner is responsible for the preparation of 

fi nancial statements that give a true and fair view in accordance 

with Hong Kong Financial Reporting Standards issued by the Hong 

Kong Institute of Certifi ed Public Accountants, and for such internal 

control as the Privacy Commissioner determines is necessary to enable 

the preparation of fi nancial statements that are free from material 

misstatement, whether due to fraud or error.

Auditors’ responsibility
Our responsibility is to express an opinion on these fi nancial 

statements based on our audit and to report our opinion solely to you 

in accordance with our agreed terms of engagement, and for no other 

purpose. We do not assume responsibility towards or accept liability 

to any other person for the contents of this report. We conducted our 

audit in accordance with Hong Kong Standards on Auditing issued 

by the Hong Kong Institute of Certifi ed Public Accountants. Those 

standards require that we comply with ethical requirements and plan 

and perform the audit to obtain reasonable assurance about whether 

the fi nancial statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence 

about the amounts and disclosures in the fi nancial statements. The 

procedures selected depend on the auditors’ judgement, including 

the assessment of the risks of material misstatement of the fi nancial 

statements, whether due to fraud or error. In making those risk 

assessments, the auditors consider internal control relevant to the 

entity’s preparation of fi nancial statements that give a true and fair 

view in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion 

on the effectiveness of the entity’s internal control. An audit also 

includes evaluating the appropriateness of accounting policies used 

and the reasonableness of accounting estimates made by the Privacy 

Commissioner, as well as evaluating the overall presentation of the 

fi nancial statements.

We believe that the audit evidence we have obtained is suffi cient and 

appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the fi nancial statements give a true and fair view of 

the state of affairs of the PCPD as at 31 March 2013, and of its surplus 

and cash fl ows for the year then ended in accordance with Hong Kong 

Financial Reporting Standards.

HLB Hodgson Impey Cheng

Certifi ed Public Accountants

Hong Kong, 2 September 2013
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1 GENERAL INFORMATION

The Privacy Commissioner for Personal Data (the “PCPD”) is a corporation 

sole established in Hong Kong under the Personal Data (Privacy) Ordinance 

1995 enacted on 3 August 1995 for the purpose of protecting the 

privacy of individuals in relation to personal data and to provide for 

matters incidental thereto or connected therewith. The address of its 

registered offi ce is 12/F, 248 Queen’s Road East, Wanchai, Hong Kong.  

These fi nancial statements are presented in Hong Kong dollars (“HK$”), 

which is the same as the functional currency of the PCPD.  

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of 

these fi nancial statements are set out below. These policies have been 

consistently applied to all the years presented, unless otherwise stated.

2.1 Basis of preparation
The fi nancial statements of the PCPD have been prepared in accordance 

with Hong Kong Financial Reporting Standards (“HKFRS”) issued by 

the Hong Kong Institute of Certifi ed Public Accountants (“HKICPA”). 

The fi nancial statements have been prepared under the historical cost 

convention except as otherwise stated in the accounting policies set 

out below.

The preparation of fi nancial statements in conformity with 

HKFRS requires the use of certain critical accounting estimates. 

It also requires management to exercise its judgement in the 

process of applying the PCPD’s accounting policies. The areas 

involving a higher degree of judgement or complexity, or areas 

where assumptions and estimates are signifi cant to the fi nancial 

statements are disclosed in note 4.

The HKICPA has issued several amendments to HKFRSs that are 

fi rst effective for the current accounting period of the PCPD. The 

adoption of these amendments to HKFRSs did not result in signifi cant 

changes to the PCPD’s accounting policies applied in these fi nancial 

statements for the years presented. Certain comparative fi gures have 

been reclassifi ed to conform to current year’s presentation.
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2.1 Basis of preparation (continued)

Up to the date of issue of these fi nancial statements, the HKICPA has 

issued a number of amendments and new standards which are not yet 

effective for the year ended 31 March 2013 and which have not been 

adopted in these fi nancial statements.

The PCPD is in the process of making an assessment of the impact of these 

amendments and new standards but is not yet in a position to state whether 

these amendments and new standards would have signifi cant impact on the 

fi nancial statements until a detailed review has been completed.

2.2 Property, plant and equipment
Property, plant and equipment are stated at historical cost less 

depreciation and impairment losses. Historical cost includes expenditure 

that is directly attributable to the acquisition of the items.

 

Depreciation of leasehold improvements is calculated to write-off 

their costs less accumulated depreciation and impairment losses over 

the periods of the leases or their expected useful lives to the PCPD, 

whichever is shorter.

Depreciation of other property, plant and equipment is calculated 

using the straight-line method to allocate their costs to their residual 

values over their estimated useful lives, as follows:

 Motor vehicles  3 years

 Computers and software  3 years

 Offi ce equipment  5 years

 Furniture and fi xtures  5 years

The assets’ residual values and useful lives are reviewed, and adjusted 

if appropriate, at the end of each reporting period.

An asset’s carrying amount is written down immediately to its 

recoverable amount if the asset’s carrying amount is greater than its 

estimated recoverable amount (Note 2.3).

Gains and losses on disposals are determined by comparing the proceeds with the 

carrying amount and are recognised in the statement of comprehensive income.

2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
  (CONTINUED)
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2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
  (CONTINUED)

2.3 Impairment of non-fi nancial assets
Assets are reviewed for impairment whenever events or changes in circumstances 

indicate that the carrying amount may not be recoverable. An impairment loss 

is recognised for the amount by which the asset’s carrying amount exceeds its 

recoverable amount. The recoverable amount is the higher of an asset’s fair value 

less costs to sell and value in use. For the purposes of assessing impairment, assets 

are grouped at the lowest levels for which there are separately identifi able cash 

fl ows (cash-generating units). Non-fi nancial assets that suffered an impairment 

are reviewed for possible reversal of the impairment at each reporting date.

2.4 Financial assets
2.4.1 Classif ication

The PCPD classifi es its fi nancial assets in the category of loans 

and receivables. The classifi cation depends on the purpose for 

which the fi nancial assets were acquired. The PCPD determines 

the classifi cation of its fi nancial assets at initial recognition.

Loans and receivables

Loans and receivables are non-derivative fi nancial assets with 

fi xed or determinable payments that are not quoted in an active 

market. They are included in current assets, except for the 

amounts that are settled or expected to be settled more than 12 

months after the end of the reporting period. These are classifi ed 

as non-current assets. The PCPD’s loans and receivables comprise 

other receivables and deposits and bank balances and cash in the 

statement of fi nancial position.

2.4.2 Recognition and measurement
Regular way purchases and sales of fi nancial assets are recognised 

on the trade-date – the date on which the PCPD commits to 

purchase or sell the asset. Investments are initially recognised 

at fair value plus transaction costs for all fi nancial assets not 

carried at fair value through profi t or loss. Financial assets are 

derecognised when the rights to receive cash fl ows from the 

investments have expired or have been transferred and the PCPD 

has transferred substantially all risks and rewards of ownership. 

Loans and receivables are subsequently carried at amortised cost 

using the effective interest method.
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Notes to the fi nancial statements

2.5 Impairment of fi nancial assets
Assets carried at amortised cost
The PCPD assesses at the end of each reporting period whether there 

is objective evidence that a fi nancial asset or group of fi nancial assets 

is impaired. A fi nancial asset or a group of fi nancial assets is impaired 

and impairment losses are incurred only if there is objective evidence of 

impairment as a result of one or more events that occurred after the initial 

recognition of the asset (a “loss event”) and that loss event (or events) 

has an impact on the estimated future cash fl ows of the fi nancial asset or 

group of fi nancial assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or 

group of debtors is experiencing signifi cant fi nancial diffi culty, default 

or delinquency in interest or principal payments, the probability that 

they will enter bankruptcy or other fi nancial reorganisation, and where 

observable data indicate that there is a measurable decrease in the 

estimated future cash fl ows, such as changes in arrears or economic 

conditions that correlate with defaults.

For loans and receivables category, the amount of the loss is measured as 

the difference between the asset’s carrying amount and the present value of 

estimated future cash fl ows (excluding future credit losses that have not been 

incurred) discounted at the fi nancial asset’s original effective interest 

rate. The carrying amount of the asset is reduced and the amount of 

the loss is recognised in the statement of comprehensive income. If a 

loan or held-to-maturity investment has a variable interest rate, the 

discount rate for measuring any impairment loss is the current effective 

interest rate determined under the contract. As a practical expedient, 

the PCPD may measure impairment on the basis of an instrument’s fair 

value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases 

and the decrease can be related objectively to an event occurring after 

the impairment was recognised (such as an improvement in the debtor’s 

credit rating), the reversal of the previously recognised impairment loss is 

recognised in the statement of comprehensive income.

2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
  (CONTINUED)



FINANCIAL STATEMENTS
PCPD ANNUAL REPORT 2012-13

2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
  (CONTINUED)

2.6 Inventories
Inventories are stated at the lower of cost and net realisable value. Cost 

is determined using the fi rst-in, fi rst-out method. Net realisable value 

is the estimated selling price in the ordinary course of operations, less 

applicable variable selling expenses.

2.7 Other receivables
If collection of other receivables is expected in one year or less (or in 

the normal operating cycle of the PCPD if longer), they are classifi ed as 

current assets. If not, they are presented as non-current assets.

Other receivables are recognised initially at fair value and subsequently 

measured at amortised cost using the effective interest method, less 

provision for impairment.

2.8 Cash and cash equivalents
In the statement of cash fl ows, cash and cash equivalents include cash in 

hand, deposits held at call with banks and other short-term highly liquid 

investments with original maturities of three months or less.

2.9 Other payables
Other payables are classifi ed as current liabilities if payment is due 

within one year or less (or in the normal operating cycle of the PCPD if 

longer). If not, they are presented as non-current liabilities. 

Other payables are recognised initially at fair value and subsequently 

measured at amortised cost using the effective interest method.

2.10 Employee benefi ts
(a) Employee leave and gratuity entitlements 

Employee entitlements to annual leave and gratuities are 

recognised when they accrue to employees. A provision is 

made for the estimated liability for annual leave and gratuities 

as a result of services rendered by employees up to the year-

end date.

Employee entitlements to sick leave and maternity leave are not 

recognised until the time of leave.

136

Notes to the fi nancial statements



PCPD ANNUAL REPORT 2012-13

137

Notes to the fi nancial statements

2.10 Employee benefi ts (continued)
(b) Pension obligations 

The PCPD has established a mandatory provident fund scheme 
(“MPF Scheme”) in Hong Kong. The assets of the MPF Scheme 
are held in separate trustee-administered funds. The PCPD has 
no further payment obligations once the contributions have 
been paid. The contributions are recognised as employee benefi t 
expense when they are due. Prepaid contributions are recognised 
as an asset to the extent that a cash refund or a reduction in the 
future payments is available.

2.11 Provisions
Provisions are recognised when the PCPD has a present legal or constructive 
obligation as a result of past events; it is probable that an outfl ow of 
resources will be required to settle the obligation; and the amount has been 
reliably estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an 
outfl ow will be required in settlement is determined by considering the 
class of obligations as a whole. A provision is recognised even if the 
likelihood of an outfl ow with respect to any one item included in the 
same class of obligations may be small.

2.12 Income recognition
(a) Government subventions 

Subventions from the government are recognised at their fair 
value where there is a reasonable assurance that the grant will be 
received and the PCPD will comply with all attached conditions.
 
Government subventions relating to specifi c projects are included 
in the capital subvention fund and are deferred and recognised in 
the statement of comprehensive income over the period necessary to 
match them with the costs that they are intended to compensate.

Government subventions relating to the purchase of property, plant 
and equipment are included in the capital subvention fund and are 
credited to the statement of comprehensive income on a straight-
line basis over the expected lives of the related assets. 

Government subventions that compensate the PCPD for expenses 
incurred are recognised as income in the statement of 
comprehensive income on a systematic basis in the same periods 
in which the expenses are incurred. 

2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
  (CONTINUED)
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2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
  (CONTINUED)

2.12 Income recognition (continued)

(b) Bank interest income 
Bank interest income is recognised on a time proportion basis 

using the effective interest method.

(c) Seminar, conference and membership fees income
Seminar, conference and membership fees income are recognised 

on an accrual basis.

(d) Sales of video compact discs and publications
Income from the sales of video compact discs and publications is 

recognised when the PCPD has delivered products to the customer, 

the customer has accepted the products and collectibility of the 

related receivables is reasonably assured.

2.13 Operating leases
Leases in which a signifi cant portion of the risks and rewards of 

ownership are retained by the lessor are classifi ed as operating leases. 

Payments made under operating leases (net of any incentives received 

from the lessor) are charged to the statement of comprehensive income 

on a straight-line basis over the period of the lease.

3  FINANCIAL RISK MANAGEMENT

3.1  Financial risk factors
Risk management is carried out by the fi nance department of the 

PCPD under policies approved by the PCPD. The fi nance department 

identifi es and evaluates fi nancial risks and provides procedural 

guidelines for overall risk management.

The PCPD’s activities do not expose it to foreign exchange risk, credit 

risk and liquidity risk. For interest-rate risk, except for the short-term 

bank deposits which bear interest at market rates, the PCPD has no 

other signifi cant interest-bearing assets and liabilities. Accordingly, the 

PCPD’s income and operating cash fl ows are substantially independent 

of changes in market interest rates and the exposure to cash fl ow and 

fair value interest rate risk is low. There has been no change to the 

PCPD’s exposure to market risks or the manner in which these risks are 

managed and measured.
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3  FINANCIAL RISK MANAGEMENT (CONTINUED)

3.1  Financial risk factors (continued)

(a) Credit risk 
The PCPD has no signifi cant concentration of credit risk. The 

carrying amounts of cash and cash equivalents and other 

receivables and deposits included in the statement of fi nancial 

position represent the PCPD’s maximum exposure to credit risk 

in relation to its fi nancial assets. 

For cash deposits with banks, the fi nance department manages the 

credit risk by placing mainly the deposits with reputable banks.

(b) Liquidity risk
Prudent liquidity risk management includes maintaining 

suffi cient cash.

The table below analyses the PCPD’s fi nancial liabilities into 

relevant maturity groupings based on the remaining period 

at each reporting period to the contractual maturity date. 

The amounts disclosed in the table are the contractual 

undiscounted cash fl ows.
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Notes to the fi nancial statements

3  FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2  Capital management
The PCPD’s objectives when managing capital are to safeguard the 

PCPD’s ability to continue as a going concern in order to maintain an 

optimal fund structure. The PCPD’s overall strategy remains unchanged 

from 2012.

3.3  Fair value estimation
The carrying values less impairment provision of receivables and 

payables are a reasonable approximation of their fair values. All 

fi nancial instruments are carried at amounts not materially different 

from their fair values as at 31 March 2013 and 2012.

4  CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on 

historical experience and other factors, including expectations of future 

events that are believed to be reasonable under the circumstances.

The PCPD makes estimates and assumptions concerning the future. 

The resulting accounting estimates will, by defi nition, seldom equal the 

related actual results. However, there are no estimates or assumptions 

used on these fi nancial statements that the Privacy Commissioner expects 

will have a signifi cant risk of causing a material adjustment to the carrying 

amounts of assets and liabilities within the next fi nancial year.

5  GOVERNMENT SUBVENTIONS
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Notes to the fi nancial statements

8  INCOME TAX EXPENSE

The PCPD is exempt from taxation in respect of the Inland Revenue 

Ordinance by virtue of Schedule 2 Section 6 of the Personal Data 

(Privacy) Ordinance. 

6  EMPLOYEE BENEFIT EXPENSES

7  KEY MANAGEMENT COMPENSATION
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The general reserve is established to meet operational contingencies 

and is transferred from the statement of comprehensive income with a 

ceiling at 20% of the PCPD’s annual recurrent subvention. The general 

reserve is available for general use and can be spent at the discretion 

of the PCPD. Any surplus in excess of the agreed reserve ceiling should 

be returned to the Government by way of offsetting from next year’s 

subvention.

This represents funds received from the Government in respect of 

gratuity payments to staff of the PCPD.
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Notes to the fi nancial statements

Provision for staff gratuity is established for gratuity payments which 

become payable to those employees of the PCPD who complete their 

contracts commencing from the date of their employment. 
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Notes to the fi nancial statements

The capital subvention fund represents the unutilised balance of non-

recurrent capital subvention from Government received for special 

projects. The funds are released to the statement of comprehensive 

income as income to match with the related costs.



PCPD ANNUAL REPORT 2012-13

147

Notes to the fi nancial statements

Government subvention received in advance represents subvention 

received in connection with various services to be provided after year 

end and are deferred and recognised as income in the statement of 

comprehensive income on a systematic basis in the same periods in 

which the expenses are incurred. 

Operating leases relate to offi ce premises with lease term ranging from 

20 months to 3 years (2012: 3 years), with an option to extend for a 

further 2 years.

At the end of the reporting period, the PCPD had future aggregate 

minimum lease payments under non-cancellable operating leases in 

respect of offi ce premises as follows:

17  GOVERNMENT SUBVENTION RECEIVED IN ADVANCE

18  COMMITMENTS UNDER OPERATING LEASES


