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Introduction 
 
1. The Commission’s Financial Regulations require that the independent external 
Auditor issue a report on the audit of the annual financial statements and relevant 
schedules relating to the accounts (Finance Regulation 12.6) and that following 
consideration of the audited financial statements and audit report the Commission shall 
signify its acceptance of the audited financial statements or take such other action as it 
may consider appropriate (Financial Regulation 13.1).   

2. In undertaking the audit the Auditor is required to report on all relevant matters, 
including: whether the statements are based on proper accounts and records; whether the 
statements are in agreement with the accounts and records; whether income, expenditure 
and investment of moneys and the acquisition and disposal of assets by the Commission 
during the year have been in accordance with the Regulations; and provide observations 
with respect to the efficiency and economy of the financial procedures and conduct of 
business, the accounting system, internal financial controls and the administration and 
management of the Commission. 

3. Copies of the following documents, which were previously distributed to 
Commissioners in June 2006 with an invitation to comment on them, are attached for 
reference: 
- the Auditor’s report, the 2005 financial statements the audited 2005 financial 

statements (Attachment A); 
- the Auditor’s report on compliance with Section 12.4(c) of the Commission’s financial 

regulations (Attachment B); and  
- the Auditor’s Management Letter (Attachment C). 
No comments have been received.  
 
External Audit Timing Requirements 

4. In accordance with the requirements of Finance Regulation 11, the Commission’s 
annual financial statements for the 2005 financial period were submitted to the Auditor 
prior to 31 March 2006. The audit was completed within the prescribed time period of 90 



days and a copy of the audit report and audited financial statements was provided to the 
Commission within 30 days of their receipt, as prescribed. 

Scope 
5. The primary reporting focus of financial statements is the Commission’s General 
Account Fund established in accordance with Financial Regulation 6.1 (a).  However 
detailed information about the other funds in existence as at 31 December 2005, namely 
the Special Requirements Fund and the Working Capital Fund is given at Note 6 to the 
Financial Statements.  These other funds were therefore subject to the same audit process 
as the General Account Fund. The reporting format for these funds was adopted on the 
recommendation of the external auditor.  

6. As part of the transition of accounting arrangements from the Preparatory 
Conference Organisational Fund to the establishment of a Commission set of accounts 
the Special Requirements Fund balance as at 31 December 2005 included funds provided 
for the Indonesia Philippines Data Collection Project (see Note 6 to the Financial 
Statements). In early 2006 a separate fund for Indonesia Philippines Data Collection 
Project was established by the Executive Director  

Audit findings 
7. The audit report, Statement in relation to Financial regulation 12.4(c), and the 
Management Letter provide: 
- the external auditors opinion that the “financial statements present fairly, in all 
material respects, the financial position of the general account fund of the Commission as 
of 31 December, 2005, and the results of its operations and its cash flows for the year 
then ended...”; 
- a statement that there was no evidence of non compliance with the Commission’s 
Financial Regulations;  
- that no matters were noted involving the internal control over financial reporting and 
its operations that the auditor considered to be a material weakness; and 
-  that the auditor did not find any matters pursuant to Finance Regulation 12.4(d) 
(efficiency, economy, accounting system, internal financial controls, administration and 
management) that needed to be reported. 

Financial results 
8. The financial statements show that the outcome for the General Account Fund for 
2005 was a surplus of USD263,630. When the 2005 surplus and the March 2005 balance 
of the Preparatory Conference Organisational Fund (USD153,177 – see 
WCPFC/Comm.1/9*) are aggregated  the total of USD416,807 appears reasonably 
consistent with WCPFC2’s expectations, as reflected in the 2006 budget calculations, that 
USD455,888 would be carried over. The 2005 surplus was transferred to the Working 
Capital Fund in accordance with Financial Regulation 4.4. 

9. 2005 was an abnormal year as the Commission Secretariat was effectively only 
operational for less than three months. Consequently analysis of budget outcomes is 
problematic. Nevertheless it would appear from the expenditure recorded against several 
items that the original budget figures approved at the First Session, mainly in relation to 



Meeting Services, were unrealistically low. This is understandable in the circumstances 
and likely to prove instructive in the development of figures for future years. 

Recommendation 
10. The Commission is invited to either accept the audited financial statements or 
take other action as it may consider appropriate. 
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6. Other Funds, Continued 
 

Special Requirements Fund 
 

The balance of the Special Requirements Fund as at 31 December 2005 was $112,013 and 
comprised: 
 
Residual balance of Indonesia/Philippines Data Collection Project $    76,892 
Other contributions and interest   35,121 
 
 $  112,013 
 
The financial position and activities of the fund follows: 
 
Assets, Liabilities and Fund Balance 
 
Assets: 
 Cash at bank and term deposits  $  112,013 
 
Fund balance: 
 Indonesia/Philippines Data Collection Project $  76,892 
 Other  35,121 $  112,013 
 
Income and Expenditure and Changes in Fund Balance 
 
Income: 
 Indonesia/Philippines Data Collection Project 
 Balance of Indonesia/Phillipines Project funds 

transferred from the FFA managed "Special Purposes 
Fund"  $  16,892 

 Contribution from New Zealand 60,000 
 
 Sub-total income for Indonesia/Philippines Data 
     Collection Project  $    76,892 
 
Other: 
 Contributions: 
     United States of America 25,000 
     Federated States of Micronesia 10,000 
 Interest      141 
 
 Sub-total Other    35,141 
 
Total income  112,033 
 
Expenditures          20 
 
Surplus of income over expenditure  $  112,013 
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