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IBAN REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS OF  
THE NATO NAVAL FORCES SENSOR AND WEAPON 

ACCURACY CHECK SITES (NATO FORACS OFFICE) FOR 2013 
 
 
 

ACTION SHEET 
 
 
 

 
  On 7 August 2015, under the silence procedure, the Council agreed the 
RPPB recommendation regarding public disclosure contained in the RPPB note 
attached to C-M(2015)0058.  

 
 
 
 
 
 

(Signed) Alexander Vershbow 
Deputy Secretary General 

 
 
 
 
 
 
 
 
 
 
NOTE: This Action Sheet is part of, and shall be attached to C-M(2015)0058. 
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IBAN REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS OF  
THE NATO NAVAL FORCES SENSOR AND WEAPON 

ACCURACY CHECK SITES (NATO FORACS OFFICE) FOR 2013 
 

Note by the Deputy Secretary General 

 
1. The International Board of Auditors for NATO (IBAN) report on the audit of the 
financial statements of the NATO Naval Forces Sensor and Weapon Accuracy Check Sites 
(NATO FORACS Office) for the year ended 31 December 2013 was brought to the attention 
of the Resource Policy and Planning Board (RPPB). Council has noted the IBAN report with 
C-M(2015)0037. 

2. In line with the agreed policy in PO(2015)0052, the RPPB recommends to Council 
that the IBAN report, together with the related financial statements, be made available to the 
public. 

3. I consider that no further discussion regarding disclosure is required. Consequently, 
unless I hear to the contrary by 16:00 hours on Friday, 7 August 2015, I shall assume that 
the Council has agreed the RPPB recommendation regarding public disclosure contained in 
the enclosed RPPB note.  

 
 

(Signed)  Alexander Vershbow 
 
 
 

  
  
 Original: English 
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RESOURCE POLICY AND PLANNING BOARD 
 

IBAN REPORT AND LETTER OF OBSERVATIONS AND RECOMMENDATIONS ON 
THE AUDIT OF THE DBPS, MSIAC and FORACS FOR THE YEAR ENDED 31 

DECEMBER 2013 

ACTION SHEET 

 

Note by the Secretary 

 
 
 
 
 
 On 26 May 2015, under the silence procedure, the RPPB agreed the report to 
Council (AC-335-N(2015)0033-REV1) 
 

(Signed) R. Strasser 
 
 
 
Note:  This Action Sheet should be attached to the subject notice as the top sheet. 
  
  
 Original: English 
 G:\04a_RPPB\Support\N\2015\0033-REV1-AS1.docx 
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RESOURCE POLICY AND PLANNING BOARD 
 

IBAN REPORT AND LETTER OF OBSERVATIONS AND RECOMMENDATIONS ON 
THE AUDIT OF THE DBPS, MSIAC and FORACS FOR THE YEAR ENDED 31 

DECEMBER 2013 

 

Note  by the Chairman  

 
 
References: (A) IBA-A(2014)250 & IBA-AR(2014)27 
  (B) IBA-A(2014)255 & IBA-AR(2014)25 
  (C) IBA-A(2014)247 & IBA-AR(2014)23 
  (D) FC(2015)023, dtd. 6 March 2015 
 
 

1. Council agreed with PO(2015)0052 that, in principle, unclassified IBAN audit reports, 
together with any related financial statements, should be made publicly available after they 
have been dealt with by Council. 

2. The IBAN issued an unqualified audit opinion on the 2013 audit of the Financial 
Statements for the Defined Benefits Pension Scheme (DBPS) (Reference (A)), the 
Munitions Safety Information Analysis Center (MSIAC) (Reference (B)) and the NATO 
Naval Forces Sensors and Weapon Accuracy Check Sites (FORACS) (Reference (C)).  
The unqualified audit report will be forwarded to Council for notation, as per agreed 
procedures 

3. The IS Financial Controller does not see any issues with regard to the 10 
categories of exemptions and recommends full disclosure.   

4. In reference (D), however, he draws Nations’ attention to the fact that some 
contradiction might exist between the decision by Council to publish financial statements, 
while at the same time not releasing approved budgets to the public (IPSAS 24, Scope, 
paragraph 3). 
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6. The Board discussed the issue at its 7 May 2015 meeting and after due 
consideration of the IS Financial Controller’s concern regarding the potential inconsistency 
referred to in paragraph 7, noted that this issue had already been addressed and resolved.  

7.  The Board, in line with PO(2015)0052 therefore recommends to Council the full  
public disclosure of the 2013 Financial Statements and associated IBAN reports of the  
Defined  Benefits Pension Scheme  (DBPS), the Munitions Safety Information Analysis 
Center (MSIAC) and the NATO Naval  Forces Sensors and Weapon Accuracy Check Sites 
(FORACS) .   

 

 

 

(Signed)  Giorgio Romano 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  
 Action Officer: R. Strasser 

ext. 2617 
 Original: English 
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4 June 2015 DOCUMENT 
 C-M(2015)0037-AS1  
 
 

REPORT OF THE INTERNATIONAL BOARD OF AUDITORS FOR NATO 
ON THE AUDIT OF THE FINANCIAL STATEMENTS OF THE NATO FORACS 

OFFICE (NFO) 
FOR THE YEAR ENDED 31 DECEMBER 2013 

 
 

ACTION SHEET 
 
 
 

 
 On 3 June 2015, under the silence procedure, the Council noted the report and 
the Board’s Summary Note attached to C-M(2015)0037. 

. 
 

 
 

(Signed) Alexander Vershbow 
Deputy Secretary General 

 
 
 
 
 
 
 
 
 
 
NOTE: This Action Sheet is part of, and shall be attached to C-M(2015)0037. 
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27 May 2015 DOCUMENT 
C-M(2015)0037 

Silence Procedure Ends 
3 June 2015 – 18:00 

 
 

REPORT OF THE INTERNATIONAL BOARD OF AUDITORS FOR NATO 
 

ON THE AUDIT OF THE FINANCIAL STATEMENTS OF  
THE NATO FORACS OFFICE (NFO)  

 
FOR THE YEAR ENDED 31 DECEMBER 2013 

 
Note by the Deputy Secretary General 

 
1. The International Board of Auditors for NATO (Board) audited the financial 
statements of the NATO FORACS Office (NFO) for the year ended 31 December 2013 
in accordance with its Charter and other regulations for auditing.  The Auditor’s Report 
(Annex 2) and the Letter of Observations and Recommendations (Annex 3) were issued 
to the NATO FORACS Steering Committee whose comments have been included 
therein.  In accordance with C-M(90)46, the Board has stated its position on these 
comments as appropriate.  The Financial Statements of the NFO accompany the 
Auditor’s Report.  The Board has prepared a Summary Note to Council (Annex 1). 
 
2. The Board’s report sets out an unqualified opinion on the financial statements of 
the NFO and on compliance for financial year 2013. 
 
3. In accordance with the procedures laid down in EXS/72/151 Revised, I am 
circulating the attached report and the Board's Summary Note for Council.  Unless I 
hear to the contrary by 18:00, on Wednesday, 3 June 2015, I shall assume that 
Council has noted these documents. 

 
(Signed)  Alexander Vershbow 

 
 
 
 
 
Attachments: 
Annex 1: Summary Note 
Annex 2: IBAN Auditor’s Report and accompanying Financial Statements 
Annex 3: Letter of Observations and Recommendations 
3 Annexes  Original:  English 
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Summary Note for Council 
by the International Board of Auditors for NATO (Board) 

on the audit of the Financial Statements of the NATO FORACS Office (NFO) 
for the year ended 31 December 2013 

 
 

The NATO Naval Forces Sensors and Weapon Accuracy Check Sites (FORACS) 
provides a comprehensive calibration of sensors associated with the weapon systems 
of NATO naval units such as surface ships, submarines and anti-submarines 
helicopters.  These tests are conducted at three FORACS ranges under the jurisdiction 
of Norway (NFN), Greece (NFG), and the United States (NFA). 
 
The overall management of the programme is the responsibility of the FORACS 
Steering Committee.  The NATO FORACS Office (NFO) is located at the NATO 
Headquarters in Brussels and serves as the executive staff of the Steering Committee.  
The NATO FORACS Office budget for 2013 (including brought forward) amounted to 
EUR 1.1 million while budget expenses amounted to EUR 0.9 million. 
 
The Board issued an unqualified opinion on the 2013 NATO FORACS Office Financial 
Statements and an unqualified opinion on compliance for the year ended 31 December 
2013.   
 
During the audit, the Board made one observation and provided one recommendation 
related to the large amount of accumulated surpluses.  This finding is summarised in the 
Letter of Observations and Recommendations (Annex 3).  The Board also followed up 
on the status of an outstanding observation from its previous year’s audit and noted that 
it was settled. 
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REPORT OF THE INTERNATIONAL BOARD OF AUDITORS 

FOR NATO TO THE NORTH ATLANTIC COUNCIL 
 

 
Report on the Financial Statements 
 
The International Board of Auditors for NATO (Board) audited the attached financial 
statements of NATO FORACS Office (NFO), which comprised the statement of financial 
position as at 31 December 2013, and the statement of financial performance, 
statement of changes in net assets and cash flow statement for the year then ended, 
and a summary of significant accounting policies and other explanatory notes.  The 
Board also audited the statement of budgetary operations for the year ended 
31 December 2013.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with the NATO Accounting Framework and the requirements 
of the NATO Financial Regulations as authorized by the North Atlantic Council (NAC).  
This responsibility includes the design, implementation and maintenance of internal 
control relevant to the preparation and presentation of financial statements that are free 
from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility  
 
Our responsibility is to express an opinion on these financial statements based on our 
audit, which is conducted in accordance with our Charter and international standards on 
auditing. Those standards require that we comply with ethical requirements and plan 
and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 
 
An audit involves performing procedures to obtain evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the 
auditor's judgment, including the assessment of the risks of material misstatement of 
the financial statements, due to fraud or error.  In making those risk assessments, 
internal control relevant to the entity's preparation and presentation of financial 
statements is considered 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 
internal control.   An audit also includes evaluating the appropriateness of accounting 
policies used, the reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 
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Opinion on Financial Statements 
 
In our opinion, the financial statements present fairly, in all material respects, the 
financial position of NFO as of 31 December 2013, and of its financial performance and 
its cash flows for the year then ended in accordance with the NATO Accounting 
Framework.  
 
Report on Compliance  
 
Management’s Responsibility for Compliance 
 
In addition to the responsibility for the preparation and presentation of the financial 
statements described above, management is also responsible for ensuring that the 
financial transactions and information reflected in the financial statements are in 
compliance with the NATO Financial Regulations and the NATO Civilian Personnel 
Regulations as authorised by the North Atlantic Council (NAC).     
 
Auditor’s Responsibility 
 
In addition to the responsibility to express an opinion on the financial statements 
described above, our responsibility includes expressing an opinion on whether the 
financial transactions and information reflected in the financial statements are, in all 
material respects, in compliance with the NATO Financial Regulations and the NATO 
Civilian Personnel Regulations.  This responsibility includes performing procedures to 
obtain reasonable assurance about whether the funds have been used for the 
settlement of authorised expenditure and whether their operations have been carried 
out in compliance with the financial and personnel regulations in force.  Such 
procedures include the assessment of the risks of material non-compliance. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion.   
 
Opinion on Compliance 
 
In our opinion, in all material respects the financial transactions and information 
reflected in the financial statements are in compliance with the NATO Financial 
Regulations and the NATO Civilian Personnel Regulations. 
 

Brussels, 19 December 2014 
 
 
 
 
Dr Charilaos Charisis 
Chairman
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Introduction 
 
The International Board of Auditors for NATO (Board) audited the NATO FORACS 
Office (NFO) Financial Statements for the year ended 31 December 2013, and issued 
an unqualified opinion on the presentation of those financial statements and on 
compliance.   
 
Observations and Recommendations 
 
During the audit, the Board identified one observation and provided one 
recommendation related to the large amount of accumulated surpluses.   
 
The Board also followed up on the status of an outstanding observation from its 
previous year’s audit and noted that it was settled. 
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OBSERVATION AND RECOMMENDATION  

 
1. ACCUMULATED SURPLUSES 
 
Reasoning 
 
1.1 In 2008, the Steering Committee approved a supplementary budget reserve of 
EUR 500,000.   
 
Observation 
 
1.2 The approved 2013 Supplementary Budget included reserves of over EUR 1.6 
million.  This exceeds the amount of reserve that was approved by the Steering 
Committee in 2008.  Furthermore, the NATO Financial Regulations, which the NFO 
applies, are intended to limit the amount of cash that entities are supposed to hold on 
behalf of nations.     
 

Recommendation 
 
1.3 The Board recommends that NFO and the Steering Committee work to reduce 
the amount held in the supplementary budget reserve so it is in line with the amount 
approved.   

 
 
Formal comment of the NATO FORACS Steering Committee 
 

The Recommendation is noted. The current Supplementary Budget reserve will 
be almost entirely depleted by the cost of developing the Integrated Data 
Acquisition and Test System (IDATS) vX software. This was an unforeseen and 
unforeseeable expense for the Project. It is anticipated that this software 
development will take approximately 2½ years. Given the costs of the highly 
technical systems used by the NATO FORACS Project, the size of the 
Supplementary Budget reserve as previously agreed by the Steering Committee 
is now evidentially inadequate to cover unpredictable expenditure. Whilst it is 
not considered that IDATS vX is necessarily representative of future 
unpredictable expenditures likely to be incurred, experience nonetheless now 
strongly suggests that an increase on the previously agreed EUR 500,000 
would be prudent. This will be discussed at the next Steering Committee 
Meeting, which will be in May 2015. 
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FOLLOW-UP OF PREVIOUS YEAR’S OBSERVATION 
 
The Board reviewed the status of the observation and recommendation arising from the 
previous audit.  The observation and its status are summarised in the table below. 
 

Status of previous year’s observation 

 

OBSERVATION / RECOMMENDATION ACTION TAKEN STATUS 

Audit Report FY 2012 
IBA-AR(2013)38, paragraph 5.1 
 
Inaccuracy of year-end accruals due to 
weaknesses in the accrual process 
 
Board’s recommendation 
The Board recommends that expenses be well 
analyzed and based on the accrual principle, 
and for this purpose a better coordination be 
ensured between the Office of Financial Control 
and NFO to determine the services/goods 
received during the financial year and that 
manual accrual adjustments made at the end of 
the previous year are properly taken into 
account in the current year. 
 

 
 
 
 
 
 
 
No errors were found in the current 
year’s testing. 
 

 
 
 
 
 
 
 
Observation 
Settled. 
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