IZNLYKON NORTH ATLANTIC COUNCIL

14 December 2015 DOCUMENT
C-M(2015)0084-AS1

(@IV-W CONSEIL DE LATLANTIQUE NORD

NATO UNCLASSIFIED

IBAN REPORT ON THE AUDIT OF THE NATO COORDINATED PENSION SCHEME
FOR 2014

ACTION SHEET

On 11 December 2015, under the silence procedure, the Council noted the IBAN
report IBA-AR(2015)25 attached to C-M(2015)0084 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)0084.
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7 December 2015 DOCUMENT
C-M(2015)0084

Silence Procedure ends:

11 Dec 2015 16:00

IBAN REPORT ON THE AUDIT OF THE NATO COORDINATED PENSION SCHEME
FOR 2014

Note by the Deputy Secretary General

1. | attach the International Board of Auditors for NATO (IBAN) report on the audit of the
financial statements of the NATO Coordinated Pension Scheme for the year ended 31
December 2014. The audit report sets out an unqualified opinion.

2. The IBAN report has been reviewed by the Resource Policy and Planning Board
(RPPB). In line with PO(2015)0052, the RPPB disclosure notice, agreed on 25 November
2015, recommends to Council that the IBAN report on the audit of NATO Coordinated
Pension Scheme for the year 2014, together with the related financial statements, be made
available to the public (Annex).

3. | consider that no further discussion regarding this report is required. Consequently,
unless | hear to the contrary by 16:00 hours on Friday, 11 December 2015, | shall
assume that the Council has noted the IBAN report IBA-AR(2015)25 and agreed the RPPB
recommendation regarding public disclosure.

(Signed) Alexander Vershbow

4 Annexes
1 Enclosure Original: English
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ANNEX 1
C-M(2015)0084

RPPB DICLOSURE NOTICE

IBAN AUDIT ON THE FINANCIAL STATEMENTS OF THE NATO COORDINATED
PENSION SCHEME FOR 2014

References: (A) IBA-A(2015)180 & IBA-AR(2015)25

(B) Cover letter to the 2014 NATO Coordinated Pension Scheme Financial
Statements — reference FC(2015)081

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 2014 NATO Coordinated
Pension Scheme Financial Statements. The unqualified audit report (reference (A)) will be
forwarded to Council for notation, as per agreed procedures.

3. In reference (B), the International Staff Financial Controller concludes that the 2014
NATO Coordinated Pension Scheme Financial Statements can be disclosed.

4. With regard to public disclosure, the RPPB concludes that the subject IBAN report
does not contain information which, according to NATO Policy on Disclosure of NATO
Information, shall be withheld from public disclosure, and in line with the agreed policy in
PO(2015)0052, therefore recommends that the Council agree to the public disclosure of the
subject IBAN report and the related financial statements.
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ANNEX 2
C-M(2015)0084

Summary Note for Council
by the International Board of Auditors for NATO (Board)
on the audit of the Financial Statements of the
NATO Coordinated Pension Scheme
for the year ended 31 December 2014

The NATO Coordinated Pension Scheme is an unfunded, defined benefit plan and applies
to all NATO Staff recruited between 1 July 1974 and 30 June 2005. Members of staff
recruited prior to July 1974 are members of the Provident Fund. Staff members recruited
after 1 July 2005 are members of the Defined Contribution Pension Scheme.

The NATO member states jointly guarantee the payment of benefits. The total payments
made under the Pension Scheme for 2014 amounted to EUR 135 million (EUR 129 million
in 2013). The actuarial present value of the pension liability of the scheme at 31 December
2014 was EUR 6.2 billion (EUR 4.6 billion at 31 December 2013).

The Board issued an unqualified opinion on the Financial Statements of the NATO
Coordinated Pension Scheme and on compliance for the year ended 31 December 2014.

The Board had 1 current year observation to report (Annex 4).
The Board had no unsettled observations from previous years’ audit reports.

For the IS Financial Controller’'s formal comments, see Annex 4.
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ANNEX 3
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IBA-AR(2015)25

INTERNATIONAL BOARD OF AUDITORS FOR NATO

AUDITOR’S REPORT ON THE FINANCIAL STATEMENTS

OF THE NATO COORDINATED PENSION SCHEME

FOR THE YEAR ENDED 31 DECEMBER 2014
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ANNEX 3
C-M(2015)0084
IBA-AR(2015)25

AUDITOR'S REPORT TO THE NORTH ATLANTIC COUNCIL AND
STAFF MEMBERS AFFILIATED TO THE NATO COORDINATED PENSION SCHEME

Report on the Financial Statements

The International Board of Auditors for NATO (Board) audited the accompanying financial
statements of the NATO Coordinated Pension Scheme, which comprised the Statement of
Net Assets Available for Benefits as at 31 December 2014 and the Statement of Changes
in Net Assets Available for Benefits for the year then ended, and Notes to the Financial
Statements, including a summary of significant accounting policies.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the International Accounting Standard (IAS) 26" Accounting
and Reporting by Retirement Benefit Plans 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.

" As the NATO Accounting Framework does not have a standard specific to accounting and reporting by
retirement benefit plans, the NATO International Staff presents the NATO Coordinated Pension Scheme
Financial Statements in accordance with IAS 26.
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IBA-AR(2015)25

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Opinion on Financial Statements

In our opinion, the financial statements present fairly, in all material respects, the financial
position of the NATO Coordinated Pension Scheme as of 31 December 2014 and the
changes in financial position thereof for the year then ended in accordance with IAS 26.

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, 30 October 2015

Lyn Sachs
Chairman
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INTERNATIONAL BOARD OF AUDITORS FOR NATO

LETTER OF OBSERVATIONS AND RECOMMENDATIONS

FOR THE NATO COORDINATED PENSION SCHEME

FOR THE YEAR ENDED 31 DECEMBER 2014
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Introduction

The International Board of Auditors for NATO (Board) audited the NATO Coordinated
Pension Scheme Financial Statements for the year ended 31 December 2014, and issued
an unqualified opinion on those financial statements and on compliance.

Observations and Recommendations

During the audit, the Board identified one observation and provided one recommendation
related to the late issuance of the financial statements. This observation and
recommendation does not impact the audit opinion.

There were no outstanding observations from previous years’ audits.

The IS Financial Controller's Formal Comments have been included herein.
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C-M(2015)0084
IBA-AR(2015)25

OBSERVATIONS AND RECOMMENDATIONS
1. LATE ISSUANCE OF FINANCIAL STATEMENTS
Reasoning

1.1 For the 2014 financial statements, Article 27 of the NATO Financial Regulations
(NFRs) states that “An annual financial statement reflecting the accounts prescribed by
Article 26 shall be submitted to the International Board of Auditors for NATO and the finance
committee not later than 30th April following the end of the financial year.” Beginning with
the 2015 financial statements, revised NFRs require that financial statements are to be
submitted to the Board no later than 315t March following the end of the financial year.

Observation

1.2 The financial statements of the NATO Coordinated Pension Scheme were received
by the Board on 9 June 2015, not respecting the requirements of the NFRs. This does not
enable the Board to properly plan and carry out financial statements and to report its results
to the Council on a timely basis.

Recommendation

1.3 The Board recommends that future financial statements be submitted 31 March,
the deadline in the revised NFRs.

Comment of the Financial Controller, International Staff

The late issuance is due to workload issues and to the difficult situation with the
implementation of the ERP in 2015.
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