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   On 13 March 2015, under the silence procedure, the Council noted the 
IBAN report IBA-AR(2014)14 attached to C-M(2015)0017 and agreed the RPPB 
recommendation regarding public disclosure. 
 

 
 

(Signed) Alexander Vershbow 
Deputy Secretary General 

 
 
 
 
 
 
 
 
 
 
NOTE: This Action Sheet is part of, and shall be attached to C-M(2015)0017. 
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IBAN REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS OF THE NATO 
MEDIUM EXTENDED AIR DEFENCE SYSTEM MANAGEMENT ORGANISATION 

(NAMEADSMO) FOR 2013 
 

Note by the Deputy Secretary General 

 
1. I attach the International Board of Auditors for NATO (IBAN) report on the audit of 
the financial statements of the NATO Medium Extended Air Defence System Management 
Organisation (NAMEADSMO) for the year ended 31 December 2013. The audit report sets 
out an unqualified opinion. 

2. The IBAN report was brought to the attention of the Resource Policy and Planning 
Board (RPPB) and the Budget Committee (BC). 

3. In accordance with the Council decision of June 2012 (C-M(2012)0041), the RPPB 
recommends that the IBAN report on the audit of the NAMEADSMO for the year 2013, the 
related financial statements and other component parts, should be made available to the 
public. 

4. I consider that no further discussion regarding this report is required. Consequently, 
unless I hear to the contrary by 16:00 hours on Friday, 13 March 2015, I shall assume 
that the Council has noted the IBAN report IBA-AR(2014)14 and agreed the RPPB 
recommendation regarding public disclosure. 

 
 

(Signed)  Alexander Vershbow 
 
 
 

  
  
  
3 Annexes  
 Original: English 
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RESOURCE POLICY AND PLANNING BOARD 
 

IBAN REPORT AND LETTER OF OBSERVATIONS AND RECOMMENDATIONS ON 
THE AUDIT OF THE NATO MEDIUM EXTENDED AIR DEFENCE SYSTEM 

MANAGEMENT ORGANISATION (NAMEADSMO) FINANCIAL STATEMENTS FOR 
THE YEAR ENDED 31 DECEMBER 2013 

 

Note by the Chairman  

 
References: IBA-A(2014)138 
  IBA-AR(2014)14 
 
1. You will recall that silence was broken by one nation on AC/335-N(2014)0059 
concerning the public disclosure of the subject IBAN report.  Following consultations, an 
additional paragraph has been added to this revised notice giving more details on the 
involvement of the entity concerned (see paragraph 4 below). 

2. Council agreed in May 2012 (C-M(2012)0041) that, as of the reporting year 2013, 
all unclassified IBAN reports, together with any related financial statements, should be 
disclosed to the public, based on a case-by-case agreement by the Council based on a 
recommendation by the RPPB. 

3. The IBAN issued an unqualified audit opinion on the 2013 financial statements of 
NAMEADSMO and the unqualified audit report will be forwarded to Council for notation, as 
per agreed procedures. 

4. The Financial Controller of NAMEADSMO has reviewed the financial statements in 
accordance with agreed policies (C-M(2012)0041 and C-M(2008)0116) and does not have 
any issues which he wishes to highlight for consideration by the RPPB before it concludes 
its recommendations to Council. 

5. The RPPB is invited to confirm that the subject audit report does not contain 
information which, according to the NATO Policy on Public Disclosure of NATO 
Information, shall be withheld from public disclosure, and in line with the agreed policy in 
C-M(2012)0041, to recommend that Council agree to the public disclosure of the IBAN 
report IBA-A(2014)14, the related financial statements and other component parts. 
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6. I do not believe it is necessary for the RPPB to discuss this matter at a meeting 
and accordingly agreement will be assumed unless comments to the contrary are received 
by 18:00 on Monday 9 February 2015.  

 

(Signed)  Giorgio Romano 
  
  
 Original: English 
  

 
 
 
 
 
 
 

Note by the Secretary 

 
 
 On 9 February 2015, under the silence procedure, the RPPB confirmed the 
recommendation to the Council regarding the public disclosure of the subject IBAN report 
as proposed in paragraph 5 of AC/335-N(2014)0059-REV1. 
 
 
 
 
 

(Signed) B. Hütten 
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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 Medium Extended Air 

Defense System Management Organization (NAMEADSMO) 
for the year ended 31 December 2013 

 
 

The Board audited NATO Medium Extended Air Defense System Management 
Organization (NAMEADSMO), which aims to provide direction, co-ordination and 
execution of the MEADS Program.  The MEADS is envisioned to be a tactically mobile 
and transportable air and missile defence system capable of countering a wide range of 
air threats such as cruise missiles and tactical ballistic missiles. 
 
In 2013, NAMEADSMO’s expenditures totalled U.S. Dollars (USD) 404 million, 
consisting of USD 10 million from the Administrative Budget and USD 394 million from 
the Operational Budget.  
 
The Board issued an unqualified opinion on the presentation of the 2013 Financial 
Statements and on compliance for the year ended 31 December 2013.   
 
The Board draws Council’s attention to Note 2a of the financial statements, where it is 
described that the United States decided to only continue funding the MEADS program 
through the current Design & Development phase of the current Memorandum of 
Understanding.  This phase of the program is expected to be completed in January 
2015, after which there will be a period of liquidation. Final dissolution of NAMEADSMA 
is expected in January 2016.   
 
During the audit, the Board did not identify any observations.   
 
The Board also followed up on the status of an observation from previous years’ audits 
and noted that it has been settled (Annex 3). 
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28 May 2014 
 
 
 
  

INTERNATIONAL BOARD OF AUDITORS FOR NATO 
 
 

 
 
 

AUDITOR’S REPORT ON THE FINANCIAL STATEMENTS OF 
 
 

THE NATO MEDIUM EXTENDED AIR DEFENSE SYSTEM MANAGEMENT 
ORGANIZATION 

 
(NAMEADSMO) 

 
 

FOR THE YEAR ENDED 31 DECEMBER 2013 
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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 accompanying 
financial statements of NAMEADSMO, which comprised the Statement of Financial 
Position as at 31 December 2013, and the Statement of Financial Performance, 
Statement of Changes in Net Equity/Assets and the Statement of Cash Flows for the 
year then ended, and the notes to the financial statements, including a summary of 
significant accounting policies.  The Board also audited the Statement of Budget 
Execution 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 NAMEADSMO 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.  
 
Emphasis of Matter 
 
We draw your attention to Note 2a of the financial statements, where it is described that 
the United States decided to only continue funding the MEADS programme through the 
current Design & Development phase of the current Memorandum of Understanding.  
This phase of the programme is expected to be completed in January 2015, after which 
there will be a period of liquidation. Final dissolution of NAMEADSMA is expected in 
January 2016.  Our opinion is not qualified in respect to this matter. 
 
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.   
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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, 28 May 2014 
 
 
 
 
 
Dr Charilaos Charisis 
Chairman
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28 May 2014 
 
 
 
 
 

INTERNATIONAL BOARD OF AUDITORS FOR NATO 
 
 

 
 

LETTER OF OBSERVATIONS AND RECOMMENDATIONS 
 

FOR THE NATO MEDIUM EXTENDED AIR DEFENSE SYSTEM MANAGEMENT 
ORGANIZATION 

 
 (NAMEADSMO) 

 
 

FOR THE YEAR ENDED 31 DECEMBER 2013 
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Introduction 
 
The International Board of Auditors for NATO (Board) audited the NAMEADSMO 
Financial Statements for the year ended 31 December 2013, and issued an unqualified 
opinion on those financial statements and on compliance.   
 
Observations and Recommendations 
 
During the audit, the Board did not identify any observations.   
 
The Board also followed up on the status of an observation from previous years’ audits 
and noted that it has been settled. 

 

Management’s formal comments 
 

The NAMEADSMA management has had the opportunity to review the subject 
report for factual clearance and I have no formal comments on your 
assessment. 
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FOLLOW-UP OF PREVIOUS YEARS’ 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 / years’) observations 
 

OBSERVATION / RECOMMENDATION ACTION TAKEN STATUS 

Audit Report FY 2009 
IBA-AR(2010)14, paragraph 5.1 
 
Observation  
Contributions called in excess of cash 
requirements 
 
NAMEADSMA tailored contribution call 
letters for the convenience of nations which 
has contributed to the build up of 
unnecessary cash holdings.   
 

Calls for contributions were in excess of 
actual cash requirements and are not in 
compliance with the Articles of the NFRs, 
the NAMEADSMO Financial Rules and 
Regulations, and the NAMEADSMO 
Charter. 
 
Board’s recommendation 
 
The Board recommended that 
NAMEADSMA comply with its own and 
NATO’s financial regulations and call 
contributions to restrict cash currency 
holdings to the minimum required to meet 
forecast expenditure. NAMEADSMA should 
not tailor the contributions calls to the 
convenience of each nation in excess of 
cash requirements. 
 

 
 
 
 
Nations transferred all 
contributions required for 
funding the operations of 
NAMEADSMA until its 
dissolution and through its 
liquidation.  Therefore. this 
issue is not relevant any more. 

 
 
 
 
Observation 
Settled. 
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NAMEADSMO Financial Statements Period ended 31 December 2013 

 8  

G.  Budget Execution Statement as of 31 December 2012 (in US Dollars) 
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