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IBAN AUDIT ON THE 2022 FINANCIAL STATEMENTS OF NATO HELICOPTER 
MANAGEMENT ORGANISATION (NAHEMO) 

 
 

 ACTION SHEET  

 
 
 On 2 April 2024, under the silence procedure, the Council noted the RPPB report 
and the IBAN Audit Report attached to PO(2024)0103, approved the conclusions in the 
RPPB report, and approved the public disclosure of the 2022 Financial Statements of 
NAHEMO, the associated IBAN Audit Report and the RPPB report. 

 
 
 

(Signed) Jens Stoltenberg 
Secretary General 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
NOTE:   This Action Sheet is part of, and shall be attached to PO(2024)0103. 
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26 March 2024 DOCUMENT 
 PO(2024)0103  
 Silence Procedure ends: 

 2 Apr 2024 - 17:30 
 
 
To:  Permanent Representatives (Council) 
 
From:  Secretary General 
 
 
 

IBAN AUDIT ON THE 2022 FINANCIAL STATEMENTS OF NATO HELICOPTER 
MANAGEMENT ORGANISATION (NAHEMO) 

 
 
1. I attach the Resource Policy and Planning Board (RPPB) report on the International 
Board of Auditors for NATO (IBAN) Audit Report on the 2022 Financial Statements of the 
NATO Helicopter Management Organisation (NAHEMO). The IBAN issued an adverse 
opinion on the Financial Statements and a qualified opinion on compliance for the year 
ending 31 December 2022. 
 
2. I do not believe this issue requires further discussion in Council. Therefore, unless 
I hear to the contrary by 17:30 on Tuesday, 2 April 2024 I shall assume that Council has 
noted the RPPB report and the IBAN Audit Report, approved the conclusions in the RPPB 
report, and approved the public disclosure of the 2022 Financial Statements of NAHEMO, 
the associated IBAN Audit Report and the RPPB report. 

 
 
 
     (Signed) Jens Stoltenberg 

 
 
 
     Original: English 
 

  
1 Annex 
2 Enclosures    
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IBAN AUDIT REPORT ON THE 2022 FINANCIAL STATEMENTS OF NATO 
HELICOPTER MANAGEMENT ORGANISATION (NAHEMO) 

 
Report by the Resource Policy and Planning Board  

 
References: 
A. IBA-AR(2023)0024 IBAN Audit Report on the 2022 Financial Statements of the 

NATO Helicopter Management Organisation (NAHEMO) for 
the year ended on 31 December 2022 

B. C-M(2015)0025 NATO Financial Regulations (NFR) 
C. C-M(2016)0023 NATO Accounting Framework (NAF) 
D. PO(2017)0355 NAHEMO Financial Regulations 
E. NH/ADM/SLF/04345/2023 Action plan to IBAN audit on NAHEMO Financial Statements 

 2022 

F. PO(2015)0052 Wales Summit tasker on transparency and accountability 

 
 
INTRODUCTION 
 
1. This report by the Resource Policy and Planning Board (RPPB) addresses the IBAN 
Audit Report on the 2022 Financial Statements of the NATO Helicopter Management 
Organisation (NAHEMO).  The IBAN issued an adverse opinion on the Financial Statements 
and a qualified opinion on compliance for the year ended 31 December 2022 (reference A). 
   
2. The RPPB acknowledges that the observations highlighted in the IBAN Audit Report 
have been discussed and dealt with by the participating Nations1, represented on the 
NAHEMO Steering Committee (SC), which is the relevant governing body.  The RPPB is 
mandated under Article 15 of the NATO Financial Regulations (NFR) (reference B), to 
examine the IBAN Audit Report and to provide comments and recommendations to Council 
as required.  

 
AIM 

 
3. This report highlights key issues in the IBAN Audit Report with the aim to enable the 
RPPB to reflect on strategic challenges resulting from the audit of Financial Statements of 
NATO entities and to recommend courses of action to Council as applicable, in order to 
improve transparency, accountability and consistency.  
 
OBSERVATIONS AND RPPB VIEW 
 
4. During the audit, IBAN made two observations and recommendations for NAHEMO; 
one observation that impacts the audit opinion on the Financial Statements and on 
compliance and the other observation that does not impact the audit opinion on the Financial 
Statements and on compliance.  These two observations relate to the pervasive and material 

                                            
1  France, Germany, Italy, Netherlands and Belgium. 
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misstatements in the Financial Statements and the Statements of Budget Execution, and to 
overdue submission of NAHEMO 2022 Financial Statements.   
 
4.1. Observation 1 (basis for an adverse opinion on the Financial Statements and 
qualified opinion on compliance): The IBAN issued an adverse opinion on NAHEMO 2022 
Financial Statements due to pervasive and material misstatements in the Administrative 
(AB) and Operational (OB) budgets, resulting from the lack of internal control procedures 
underlying the preparation of the Financial Statements. The NAHEMO Statement of 
Financial Position, the Statement of Financial Performance, the Cash Flow statement, the 
AB and OB Statements of Budget Execution, and several disclosure notes of the Financial 
Statements are affected.  The IBAN also issued a qualified opinion on compliance as the 
“Expenses” disclosed in the Statement of Budget Execution for the AB were not presented 
in line with NAHEMO Financial Regulations (reference D) which stipulates that they should 
be recorded on accrual basis.  Instead, they were presented on a modified cash basis, which 
resulted in an overstatement of “Expenses” and “Carry Forwards”.   
 
4.1.1. The RPPB supports IBAN’s recommendation that NAHEMO strengthen internal 
controls over the preparation of Financial Statements and implement appropriate standard 
operating procedures in order to ensure that the Financial Statements are free of material 
errors and comply with the NATO Accounting Framework (NAF) at reference C and 
NAHEMO Financial Regulations.  In addition, the RPPB supports IBAN’s recommendation 
that NAHEMO continue its efforts to improve the level of competence, knowledge, skills, and 
abilities of personnel responsible for the preparation of Financial Statements.  Furthermore, 
the RPPB supports IBAN’s recommendation that NAHEMO improve the configuration of the 
accounting system, assess the risks associated with its financial reporting activities, and 
update the risk register accordingly.  
   
4.2. Observation 2: With regard to the NAHEMO submission of 2022 Financial 
Statements after the deadline laid down in the NFR and NAHEMO Financial Regulations, 
the RPPB supports IBAN’s recommendation that NAHEMO strengthen its financial reporting 
processes in order to submit its Financial Statements within the set deadline.  
 
4.3. Emphasis of Matter2 on the Financial Statements: The IBAN raised an Emphasis of 
Matter paragraph regarding the note “OB milestones achieved 2022” disclosing the amount 
of OB contractual milestones achieved but not invoiced whose accuracy NAHEMO was not 
able to fully justify.     

 
4.4. In addition, the IBAN followed up on the status of observations and 
recommendations from the previous years’ audits and found that two were closed 
(superseded by current year observation 1), two remain open and one remains in-progress.  
The observations are detailed at reference A.  
  

                                            
2  Emphasis of Matter is used when the IBAN considers it necessary to draw users’ attention to a matter 

presented or disclosed in the Financial Statements that, in IBAN’s judgement, is of such importance that it 
is fundamental to users’ understanding of the Financial Statements. 
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IBAN PREVIOUS YEARS’ OBSERVATIONS AND RECOMMENDATIONS IN-
PROGRESS OR OPEN FOR MORE THAN THREE YEARS 
 
5. The NAHEMO’s action plan to IBAN audit on NAHEMO 2022 Financial Statements 
(reference E) was presented to the RPPB at the meeting held on 22 February 2024.  It 
includes the remedial actions to implement IBAN’s 2016 financial year observation and 
recommendation on the lack of reliable and coordinated process for capitalising assets and 
updating asset registers, with July 2024 as implementation deadline.   
 
5.1. When submitting their response on the IBAN audit of 2023 Financial Statements, 
NAHEMO may still have 2016 financial year observation and recommendation in-progress.  
If this is the case, the RPPB recommends that Council invite NAHEMO to include this 
observation and recommendation in the implementation report to Council with timelines on 
its implementation. 
 
DISCUSSION 
 
6. After IBAN’s presentation of the reasons leading to the adverse opinion on the 
Financial Statements and qualified opinion on compliance, the acting Chair of Steering 
Committee, the NAHEMA General Manager and the Financial Controller presented 
NAHEMO’s action plan to address IBAN’s observations and recommendations with the 
focus on remedial actions to resolve issues that led to the adverse and qualified opinions.   
 
6.1. The RPPB expressed its disappointment with the audit results and welcomed 
NAHEMO’s acceptance of the IBAN audit report outcomes and its remedial action plan.  
Sharing RPPB’s concern, NAHEMO clarified circumstances leading to IBAN’s adverse and 
qualified opinions and highlighted that one of the main reasons for such audit opinion was 
rotation of the Accounting Officer function in the period of NAHEMO 2022 Financial 
Statements delivery and appointment of the new Accounting Officer without sufficient level 
of competence.  The RPPB underlined the need for NAHEMO to have adequate personnel, 
with the necessary expertise and competences, including the Accounting Officer who would 
be able to rectify current errors and correctly draft NAHEMO Financial Statements. 
 
6.2. In order to closely monitor follow-up actions taken by NAHEMO, the RPPB called 
for additional oversight and measures that could be introduced to ensure timely 
implementation of IBAN’s recommendations.  The IBAN explained that, due to annuality of 
follow-up of previous years’ observations, the status of NAHEMO’s actions would be 
disclosed in the IBAN audit report on NAHEMO 2023 Financial Statements3.  Furthermore, 
the RPPB suggested that the Handling arrangements for 2023 Financial Statements Audit 
Reports might serve as the basis to ensure RPPB’s additional monitoring of the 
implementation of the action plan.   
  

                                            
3    As per the NFR Article 15.2: “The IBAN shall present its final reports, including factual and formal comments, 

together with the audited Financial Statement, to the Council not later than 31 August, following the end of 
the Financial Year”. 
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6.3. The RPPB regrets to note the insufficient progress in relation to the 2016 financial 
year observation and recommendation on the lack of reliable and coordinated process for 
capitalising assets and updating asset registers and expects NAHEMO to take additional 
efforts to implement this in-progress observation and recommendation by the deadline set 
out in the action plan. 
 
6.4. The RPPB notes that NAHEMO agreed to provide progress report every two months 
to the NAHEMO Steering Committee on the implementation of the remedial action plan 
addressing both 2016 and 2022 financial year observations and recommendations and to 
share it with the RPPB for information. 
 
6.5. The RPPB emphasised the need for a strengthened oversight role of NAHEMO SC, 
especially in relation to assessing IBAN audit reports and implementing their observations 
and recommendations.   
 
CONCLUSIONS 
 
7. The IBAN issued an adverse opinion on the Financial Statements and a qualified 
opinion on compliance.  Two observations and recommendations were raised for NAHEMO; 
one of them impacting the audit opinion on Financial Statements and compliance.  As of the 
date of IBAN Audit Report, two previous years’ observations for the NAHEMO were open, 
one was in-progress and two were closed (superseded by current year observation 1).   
 
8. The RPPB supports IBAN’s recommendation that NAHEMO strengthen internal 
controls over the preparation of Financial Statements to ensure they are free of material 
errors and comply with the NAF and NAHEMO Financial Regulations.  In addition, the RPPB 
supports IBAN’s recommendation that NAHEMO improve the level of competence, 
knowledge, skills, and abilities of personnel responsible for the preparation of Financial 
Statements.  Furthermore, the RPPB supports IBAN’s recommendation that NAHEMO 
improve the configuration of the accounting system, assess the financial reporting risks and 
update the risk register.  

 
9. The RPPB supports NAHEMO’s action plan in relation to observations and 
recommendations stemming from the IBAN audit report on NAHEMO 2022 Financial 
Statements and welcomes NAHEMO’s commitment to continue addressing IBAN 
recommendations within the timelines set out in the action plan.  The RPPB calls for the 
additional oversight to ensure timely implementation of NAHEMO action plan and notes that 
implementation of IBAN’s observations and recommendations will be verified by the IBAN 
during its audit of NAHEMO Financial Statements for the financial year 2023.   
 
10. In relation to the previous years’ observations and recommendations, the RPPB 
considers NAHEMO should make more progress in applying remedial actions in order to 
implement the 2016 financial year recommendation.  
 
11. The RPPB recommends that Council invite NAHEMO to provide the implementation 
report on the actions taken in order to implement the recommendations set out in the 
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NAHEMO action plan when submitting their response on the IBAN audit of 2023 Financial 
Statements. 

 
RECOMMENDATIONS 
  
12. The Resource Policy and Planning Board recommends that Council: 
 
12.1. note this report and the IBAN Audit Report at reference A; 
 
12.2. approve the conclusions at paragraphs 7 to 11;  
 
12.3. invite NAHEMO to provide the implementation report on the actions taken in order 
to implement the recommendations set out in the NAHEMO action plan when submitting 
their response on the IBAN audit of 2023 Financial Statements; 

 
12.4. approve the public disclosure of the NAHEMO 2022 Financial Statements, the 
associated IBAN Audit Report and this report, in line with agreed policy at reference F. 
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International Board of Auditors for NATO 
1110 Brussels, Belgium 
Email: mailbox.IBAN@hq.nato.int 

To: Secretary General 
(Attn: Director of the Private Office) 

Cc: NATO Permanent Representatives 
Chair, NATO Helicopter Management Organization (NAHEMO) Steering 
Committee  
General Manager, NATO Helicopter Management Agency (NAHEMA)  
Division Leader, Administrative Division, NATO Helicopter Management 
Organization (NAHEMA) 
Chair, Resource Policy & Planning Board 
Branch Head, Resource Management Branch, NATO Office of Resources 
Private Office Registry 

Subject: International Board of Auditors for NATO (IBAN) Audit Report on the audit 
of the NATO Helicopter Management Organization’s (NAHEMO) Financial 
Statements for the year ended 31 December 2022 – IBA-AR(2023)0024 

IBAN submits herewith its approved Audit Report with a Summary Note for 
distribution to the Council.   

IBAN’s report sets out an adverse opinion on the Financial Statements of the 
NATO Helicopter Management Organization’s (NAHEMO) and a qualified opinion on 
compliance for financial year 2022. 

Yours sincerely, 

Radek Visinger 
Chair 

Attachments: As stated above. 

ENCLOSURE 1 TO 
PO(2024)0103

PU
B

LI
C

LY
 D

IS
C

LO
SE

D
 - 

 P
D

N
(2

02
4)

00
24

  -
 M

IS
 E

N
 L

E
C

T
U

R
E

 P
U

B
LI

Q
U

E



NATO UNCLASSIFIED 

IBA-AR(2023)0024 

NATO UNCLASSIFIED 
-1-

Summary Note for Council 
by the International Board of Auditors for NATO (IBAN) 

on the audit of the Financial Statements of the 
NATO Helicopter Management Organisation (NAHEMO) 

for the year ended 31 December 2022 

The International Board of Auditors for NATO (IBAN) audited the NATO Helicopter 
Management Organization (NAHEMO) Financial Statements for the year ended 
31 December 2022. NAHEMO is a NATO subsidiary body established with a view to 
meet the NH90 Helicopters requirements of France, Germany, Italy, The Netherlands 
and Belgium. NAHEMO consists of a Steering Committee (SC) composed of 
representatives of the Participants with the responsibility of the overall management 
of the programme and of the Agency called NAHEMA. The Agency is located in Aix-
en-Provence (France). 

For 2022 NAHEMO reported in the Financial Statements operational and 
administrative budget expenditures amounting respectively to EUR 1,236.5 million 
and EUR 15.4 million. 

IBAN issued an adverse opinion on the NAHEMO 2022 Financial Statement submitted 
to IBAN on 14 April 2023. IBAN found pervasive and material misstatements in 
NAHEMO's financial statements for the year ended 31 December 2022, relating to 
both the Administrative Budget (AB) and Operational Budget (OB). These errors are 
due to a lack of internal control procedures underlying the preparation of the financial 
statements. They affect in a pervasive manner, the Statement of Financial Position, 
the Statement of Financial Performance, the Statement of Cash Flow, the AB and OB 
Statements of Budget Execution, and several disclosure notes of the Financial 
Statements.   

In our opinion, because of the significance and pervasiveness of the matter described 
above and in the Basis for Adverse Opinion section of our report, the Financial 
Statements do not give a true and fair view of the financial position of NAHEMO as at 
31 December 2022, and of its financial performance, its cash flows and budget 
execution for the 12 month period ended 31 December 2022, in accordance with 
accounting requirements and reporting standards consistent with the NATO 
Accounting Framework (NAF). 

IBAN also issued a qualified opinion on compliance for the year ended 
31 December 2022. IBAN draws attention to the fact that ‘Expenses’ disclosed in the 
Statement of Budget Execution for the Administrative Budget were presented on a 
modified cash basis (including paid and payable expenditures), whereas article 25.2 of 
the NAHEMO Financial Regulations stipulates that they should be recorded on an 
accrual basis. This results in an understatement of ‘Expenses’ as they did not include 
accruals for EUR 1.3 million and, conversely, an overstatement of ‘Carry forwards’. In 
addition, the designation of unused appropriation from previous year disclosed in the 
Statement of Budget Execution for the Administrative Budget is not compliant with 
NAHEMO Financial Regulations’ definitions. The Statement of Budget Execution for 
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the Administrative Budget refers to an uncommitted Special Carry Forward (SCFW) 
from 2020 of EUR 0.898 million. This was incorrect as the 2020 SCFW was fully 
committed in 2021 and should therefore have been reclassified in ‘Carry forwards 
2021’. 
 
Furthermore, IBAN raised an Emphasis of Matter paragraph on the Financial 
Statements regarding the note ‘OB milestones achieved 2022’ disclosed in Annex 1 to 
the Financial Statements. 
 
IBAN made two observations and recommendations.  
 
One observation impacts the audit opinion on the Financial Statements and on 
compliance:  
 

1. Pervasive, material misstatements in the Financial Statements and the 
Statements of Budget Execution. 

 
The other observation does not impact the audit opinion on the Financial Statements 
and on compliance: 

 
2. NAHEMO did not submit its Financial Statements within the deadline 

stipulated by the NAHEMO Financial Regulations. 
 
IBAN followed up on the status of observations and recommendations from the 
previous years’ audits and found that two were closed, two remain open and one 
remains in progress.  
 
The Audit Report was issued to NAHEMO whose comments have been included, with 
the IBAN’s position on those comments where necessary. 
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22 November 2023 
 
 
 
 
 

INTERNATIONAL BOARD OF AUDITORS FOR NATO 
 
 
 

AUDIT REPORT ON THE FINANCIAL STATEMENTS OF THE 
 

NATO HELICOPTER MANAGEMENT ORGANISATION 
 

(NAHEMO) 
  

FOR THE YEAR ENDED 31 DECEMBER 2022 
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INDEPENDENT EXTERNAL AUDITOR’S REPORT TO THE NORTH ATLANTIC 
COUNCIL 

 
Financial Statements 
 
Adverse Opinion on the Financial Statements 
 
The International Board of Auditors for NATO (IBAN) has audited the Financial 
Statements of NATO Helicopter Management Organisation, for the 12 month period 
ended 31 December 2022, issued under document reference NH/ADM/ACC-
1/01411/2023, and submitted to IBAN on 14 April 2023. These Financial Statements 
comprise the Statement of Financial Position as at 31 December 2022, the Statement 
of Financial Performance, the Statement of Changes in Net Assets/Equity and the 
Statement of Cash Flow, for the 12 month period ended 31 December 2022, including 
a summary of significant accounting policies and other explanatory notes. In addition, 
the Financial Statements include a Budget Execution Statement for the 12 month 
period ended 31 December 2022.  
 
In our opinion, because of the significance and pervasiveness of the matter described 
in the Basis for Adverse Opinion section of our report, the Financial Statements do not 
give a true and fair view of the financial position of NAHEMO as at 31 December 2022, 
and of its financial performance, its cash flows and budget execution for the 12 month 
period ended 31 December 2022, in accordance with accounting requirements and 
reporting standards consistent with the NATO Accounting Framework (NAF).  
 
Basis for Adverse Opinion on the Financial Statements 
 
We found pervasive and material misstatements in NAHEMO's financial statements 
for the year ended 31 December 2022, relating to both the Administrative Budget (AB) 
and Operational Budget (OB). These errors are due to a lack of internal control 
procedures underlying the preparation of the financial statements.  
 
These misstatements affect in a pervasive manner, the Statement of Financial 
Position, the Statement of Financial Performance, the Statement of Cash Flow, the 
AB and OB Statements of Budget Execution, and several disclosure notes of the 
Financial Statements. The misstatements related to AB include for example in the 
Statement of Financial Position, an understatement of the gross value of Property, 
Plant & Equipment and Intangible Assets by EUR 1.5 million, and an overstatement of 
Unearned Revenue by EUR 2.3 million. The misstatements related to OB include for 
example in the Statement of Financial Position the understatement of Payables to 
suppliers by EUR 27.7 million, and in the Statement of Financial Performance the 
understatement of Revenue for the period by EUR 1.8 million.  
 
Due to the large number of individual misstatements affecting several parts of the 
Financial Statements, it is not practicable to present the complete gross and net 
financial effects of these misstatements in this Basis of Opinion. The main items of the 
Financial Statements materially misstated are the following: 
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Statement of Financial Position: 

 Receivables: VAT receivables reimbursement 2020, 2021, 2022, and note C.2 
on Receivables from Nations related to OB funding;  

 Recoverable VAT and Payables VAT; 

 Property, Plant & Equipment and Intangible assets, and notes C.4 and C.5;  

 Payables to suppliers: Payables AB and OB suppliers, and note C.6;  

 Unearned revenue: Unearned Revenue AB and note C.7; 

 Total net assets / equity. 
 
Statement of Financial Performance: 

 Revenue: Other revenue and Note D.9 on the Reconciliation between 
Revenue and Unearned Revenue; 

 Expenses: Capital capitalised and Accrued expenses, and note D.10 on 
Operating Leases; 

 Surplus (Deficit) for the period and note D.11. 
 
Statement of Change in Net Assets/Equity/ 

 Balance at the end of the period 2021; 

 Surplus for the period; 

 Balance at the end of the period 2022. 
 
Statement of Cash Flow: 

 Increase in payables to suppliers; 

 Increase in payables to Nations. 
 
Note I. on Bank Guarantees. 
 
Annex 1 Statements of Budget Execution for OB and AB: 

 ‘Expenses’ incurred related to OB and AB; 

 ‘Carry Over 2022’ related to OB and ‘Carry forwards’ related to AB; 

 ‘Uncommitted amounts authorised as SCFW 2020’ related to AB and detailed 
figures. 

 
Annex 1 Notes to the Statement of Budget Execution: 

 Reconciliation between the NAHEMO Budget Execution Statements and the 
NAHEMO Statement of Financial Performance; 

 Reconciliation between the NAHEMO Budget Execution Statements and the 
NAHEMO Trial Balance; 

 Reconciliation of ADM [AB] Budget Execution to Cash Flow Statement; 

 Reconciliation of OP [OB] Budget Execution to Cash Flow Statement. 
 
In accordance with the NATO Financial Regulations (NFRs), external audit of the NATO 
bodies and reporting entities pursuant to the North Atlantic Treaty shall be performed 
by IBAN.  
 
We have conducted our audit in accordance with the International Organisation of 
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Supreme Audit Institutions (INTOSAI) Principles as per our Charter, and standards 
consistent with the International Standards of Supreme Audit Institutions (ISSAI 2000-
2899).  

We are independent in accordance with the INTOSAI Code of Ethics and we have 
fulfilled our other ethical responsibilities in accordance with these requirements. The 
responsibilities of the members of IBAN are more extensively described in the 
section «Auditor’s Responsibilities for the Audit of the Financial Statements» and in 
our Charter. 

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

Emphasis of Matter on the Financial Statements 

We draw attention to the note ‘OB milestones achieved 2022’ in Annex 1 to the 
Financial Statements, which sets out the amount of EUR 12,315,412 Operational 
Budget contractual milestones achieved at 31 December 2022, but not invoiced before 
the closing date. As NAHEMO is an agent for the Operational Budget, which is 
prepared on a modified cash basis, this information is not required by the NATO 
Accounting Framework, nor by the NAHEMO Financial Regulations. Nevertheless, 
NAHEMO was not able to fully justify the accuracy of this amount disclosed in Annex 1 
to the Financial Statements. Our opinion is not modified in respect of this matter. 

Management’s Responsibility for the Financial Statements 

Management’s responsibility for the financial statements is laid down in the NFRs. The 
Financial Statements of NAHEMO are drawn up in accordance with accounting 
requirements and reporting standards consistent with the NATO Accounting 
Framework as approved by the Council. The Financial Controller is responsible for 
submitting the Financial Statements for audit to IBAN not later than 31st March following 
the end of the financial year. 

The Financial Statements are signed by the Head of the NATO reporting entity and the 
Financial Controller. In signing the Financial Statements, the Head of the NATO 
reporting entity and the Financial Controller confirm the establishment and maintenance 
of financial governance, resource management practices, internal controls and financial 
information systems to achieve the efficient and effective use of resources.  

This confirmation covers the design, implementation and maintenance of internal 
controls relevant to the preparation and presentation of financial statements that are 
auditable and free from material misstatement, whether due to fraud or error. This also 
covers reporting on the entity’s ability to continue as a going concern, disclosing, as 
applicable, matters related to going concern and using the going concern basis of 
accounting unless there are plans to liquidate the entity or to cease its operations, or 
there is no realistic alternative but to do so.  
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Auditor’s Responsibilities for the Audit of the Financial Statements 
 
The objectives of the audit are to obtain reasonable assurance about whether the 
financial statements as a whole are free from material misstatement, whether due to 
fraud or error, and to issue an auditor’s report that includes an opinion. Reasonable 
assurance is a high level of assurance, but is not a guarantee that an audit 
conducted in accordance with standards consistent with ISSAIs will always detect a 
material misstatement when it exists. Misstatements can arise from fraud or error and 
are considered material if, individually or in the aggregate, they could reasonably 
be expected to influence the economic decisions of users taken on the basis of these 
financial statements. 
 
As part of an audit in accordance with standards consistent with ISSAIs, we exercise 
professional judgement and maintain professional scepticism throughout the planning 
and performance of the audit. This involves taking into account Considerations Specific 
to Public Sector Entities. We also: 
 

 Identify and assess the risks of material misstatement of the financial 
statements, whether due to fraud or error, design and perform audit 
procedures responsive to those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control. 
 

 Obtain an understanding of internal control relevant to the audit 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. 
 

 Evaluate the appropriateness of accounting policies used and the 
reasonableness of accounting estimates and related disclosures made by 
management. 
 

 Conclude on the appropriateness of the use of the going concern basis of 
accounting and, based on the audit evidence obtained, whether a material 
uncertainty exists related to events or conditions that may cast significant doubt 
on the entity’s ability to continue as a going concern. If we conclude that a 
material uncertainty exists, we are required to draw attention in our auditor’s 
report to the related disclosures in the financial statements or, if such 
disclosures are inadequate, to modify our opinion. Our conclusions are based 
on the audit evidence obtained up to the date of our auditor’s report. However, 
future events or conditions may cause the entity to cease to continue as a going 
concern. 
 

 Evaluate the overall presentation, structure and content of the financial 
statements, including the disclosures, and whether the financial statements 
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represent the underlying transactions and events in a manner that achieves fair 
presentation. 
 

We are required to communicate with the bodies charged with governance, among 
other matters, the planned scope and timing of the audit and significant audit findings, 
including any significant deficiencies in internal control that we identify during our audit. 
Our Independent External Auditor’s Report is prepared to assist North Atlantic Council 
in carrying out its role. We are therefore responsible solely to the North Atlantic Council 
for our work and the opinion we have formed.  
 
Compliance 
 
Qualified Opinion on Compliance 
 
Based on the procedures we performed, except for the matter described in the basis 
of qualification paragraph, nothing has come to our attention, as part of our audit of 
the Financial Statements that causes us to believe that funds have not been properly 
used for the settlement of authorised expenditure or are not in compliance with the 
NATO Financial Regulations and the NATO Civilian Personnel Regulations. 
 
Basis for Qualified Opinion on Compliance 
 
We draw attention to the fact that ‘Expenses’ disclosed in the Statement of Budget 
Execution for the Administrative Budget were presented on a modified cash basis 
(including paid and payable expenditures), whereas article 25.2 of the NAHEMO 
Financial Regulations stipulates that they should be recorded on an accrual basis. This 
results in an understatement of ‘Expenses’ as they did not include accruals for EUR 1.3 
million and, conversely, an overstatement of ‘Carry forwards’. 
 
In addition, the designation of unused appropriation from previous year disclosed in the 
Statement of Budget Execution for the Administrative Budget is not compliant with 
NAHEMO Financial Regulations’ definitions. The Statement of Budget Execution for 
the Administrative Budget refers to an uncommitted Special Carry Forward (SCFW) 
from 2020 of EUR 0.898 million. This was incorrect as the 2020 SCFW was fully 
committed in 2021 and should therefore have been reclassified in ‘Carry forwards 
2021’. 
 
We have conducted our compliance audit in accordance with the International 
Organisation of Supreme Audit Institutions (INTOSAI) Principles as per our Charter, 
and standards consistent with the International Standards of Supreme Audit Institutions 
(ISSAI 4000-4899). 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 
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Management’s Responsibility for Compliance 

All NATO staff, military and civilian, are obligated to comply with the NATO Financial 
Regulations, associated Financial Rules and Procedures and internal implementing 
directives. These include the NATO Civilian Personnel Regulations. 

The General Manager is responsible and accountable for sound financial management. 
The financial administration of NATO bodies and reporting entities must incorporate the 
principles of propriety, sound governance, accountability, transparency, risk 
management and internal control, internal audit, external audit, and fraud prevention 
and detection. 

Auditor’s Responsibilities for Compliance 

In addition to the responsibility to provide reasonable assurance about whether the 
financial statements as a whole are free from material misstatement, the IBAN Charter 
requires IBAN to provide independent assurance and report annually to the North 
Atlantic Council about whether funds have been properly used for the settlement of 
authorised expenditure (propriety) and are in compliance with the regulations in force 
(regularity). Propriety relates to the observance of the general principles governing 
sound financial management and the conduct of public officials. Regularity concerns 
the adherence to formal criteria such as relevant regulations, rules and procedures. 

This responsibility includes performing procedures to obtain independent assurance 
about whether funds have been properly used for the settlement of authorized 
expenditure and whether they have been used in compliance with the regulations in 
force. Such procedures include consideration of the risks of material non-compliance. 

Brussels, 22 November 2023 

Radek Visinger 
Chair PU
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OBSERVATIONS AND RECOMMENDATIONS 

IBAN made two observations and recommendations. 

One observation impacts the audit opinion on the Financial Statements and on 
compliance:  

1. Pervasive, material misstatements in the Financial Statements and the
Statements of Budget Execution.

The other observation does not impact the audit opinion on the Financial Statements 
and on compliance: 

2. NAHEMO did not submit its Financial Statements within the deadline stipulated
by the NAHEMO Financial Regulations.

IBAN followed up on the status of observations and recommendations from the 
previous years’ audits and found that two were closed, two remain open and one 
remains in progress.   

1. PERVASIVE, MATERIAL MISTATEMENTS IN THE FINANCIAL 
STATEMENTS AND THE STATEMENTS OF BUDGET EXECUTION

Reasoning 

1.1 The preparation of the NAHEMO’s Financial Statements (FS) is driven by the 
NATO Accounting Framework (NAF) and NAHEMO Financial Regulations (FRs) 
which require, as per Article 34.2, that “financial statements shall be prepared on an 
accrual basis of accounting”. 

1.2 NAHEMO FRs provide budgetary rules that clearly stipulate that the 
Statement of Budget Execution (SBE) should be drawn up on an accrual basis, as 
follows:  

a) Article 25.2 provides that “Appropriated funds which have been committed and
for which goods and services have been rendered but the invoice has not been
received by the end of the financial year, shall be recorded as an accrued
liability and the commitment shall be reduced.”

b) Article 25.3 states that “appropriated funds which have been committed,
supported by a legal obligation, and for which goods and services have not
yet been rendered by the end of the financial year shall be automatically
carried forward to be used as soon as possible within the next two following
financial years. Appropriated funds committed and carried forward shall be
used only for the requirement, supported by a legal obligation, for which they
were originally approved.”

PU
B

LI
C

LY
 D

IS
C

LO
SE

D
 - 

 P
D

N
(2

02
4)

00
24

  -
 M

IS
 E

N
 L

E
C

T
U

R
E

 P
U

B
LI

Q
U

E



NATO UNCLASSIFIED 
 

IBA-AR(2023)0024 
 

NATO UNCLASSIFIED 
-11- 

c) According to Article 25.5 “At the close of the third financial year, balances of 
unused appropriations that have been carried forward in accordance with sub-
article 3 above shall be finally cancelled, unless exceptionally approved for 
further carry forward by the SC or relevant committees” 

 
1.3 NAHEMO FRs Glossary also defines a Special Carry Forward (SCFW) as “An 
exceptional procedure whereby appropriated funds that have not been committed may 
be retained for use in the following financial year, based on a case-by-case approval 
by the SC.” 

 
1.4 In addition, NAHEMO’s Basis of Preparation of the FS states that NAHEMO 
acts as principal for the implementation of the Administrative Budget (AB) and as an 
agent for the implementation of the Operational Budget (OB). NAHEMO Financial 
Rules and Procedures (FRPs) provide additional guidance on the operational budget 
execution of NAHEMO. 
 
1.5 According to the NATO Accounting Framework (IPSAS 1), “the financial 
statements shall present fairly the financial position, financial performance, and cash 
flows of an entity. Fair presentation requires the faithful representation of the effects 
of transactions, other events, and conditions in accordance with the definitions and 
recognition criteria for assets, liabilities, revenue, and expenses set out in IPSAS.3.”  
 
1.6 Article 6 of the NAHEMO FRs requires the Financial Controller to exercise the 
responsibility of budgeting, accounting and reporting activities of the NATO entity. This 
includes being responsible for the financial internal control system established and the 
preparation of the financial statements in accordance with NATO Accounting 
Framework.  

 
1.7 Article 11 of the NAHEMO FRs, states that “The General Manager shall: 
 

a) Ensure effective, efficient and economical risk management procedures are 
in place to support the achievement of objectives as set by the NAHEMO 
Nations; 

b) Identify, assess and mitigate risks to the achievement of these objectives.”  
 
1.8 In addition, Article 12.3 of the NAHEMO FRs states that “Internal control 
activities shall include,[…] adequate audit trails and data confidentiality, integrity and 
availability in information systems;”.  
 
1.9 Financial statements shall be free of misstatements, mathematical errors, non-
reconciling items, or any other errors or omissions caused by lack of control during 
preparation. Entities should have proper internal controls, including reviews and 
reconciliations in place to ensure the consistency and the accuracy of information 
presented in the financial statements.  
 
1.10 Finally, the NATO Code of Conduct (ON2022)0004) reaffirms the principles of 
transparency and accountability in its preamble, and that “skills, competencies, 
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professionalism and integrity are key to helping the Organization to fulfil its core 
mission and goals". As such NATO Staff professionalism encompasses maintaining 
“the highest level of competence in [their] assigned areas and strive for continuous 
improvement of [their] knowledge, skills, and abilities.” 
  
Observations 
 
1.11 We found pervasive and material misstatements in NAHEMO's financial 
statements for the year ended 31 December 2022 affecting both the Administrative 
Budget (AB) and Operational Budget (OB). These errors are due to a lack of internal 
control procedures underlying the preparation of the financial statements. The extent 
of the misstatements are a potential indication that further improvements may be 
needed regarding the competence, knowledge, skills and abilities of personnel 
responsible for the preparation of the financial statements. 

 
1.12 All these misstatements affect simultaneously, with cascading effects, the 
Statement of Financial Position (SFPos), the Statement of Financial Performance 
(SFPerf), the Cash Flow statement, the AB and OB Statements of Budget Execution, 
and several notes and tables of the Financial Statements. The following is a summary 
list of the misstatements found. 
  
1.13 Material findings related to the Administrative Budget (AB) 
 

a) Understatement of Revenue in the SFPerf by EUR 0.541 million due to an 
omission in the reconciliation of revenue with AB expenditure and incorrect 
recording of revenue due to various technical problems in the accounting 
system. 

 
b) Overstatement of Unearned Revenue in the SFPos by EUR 1.033 million 

explained by a lack of recognition of revenue amounting to EUR 0.706 million 
and by a misallocation of cumulative VAT accounting flows for a maximum net 
amount of EUR 0.327 million. 

 
c) Overstatement of the overall disclosure related to VAT Receivables, VAT 

Recoverable assets and Current liabilities by at least EUR 0.909 million. This 
error was due to an incorrect accounting scheme that resulted in the 
recognition of liabilities and assets that should be reclassified and offset to 
reflect the actual net position of the expected VAT refund from the tax 
authorities. 

 
d) Understatement of expenses to capitalise and therefore of the balance of 

Property, Plant & Equipment (PPE) and Intangible assets, amounting to 
EUR 0.804 million. These costs, which complied with the NAF’s asset control 
criteria, corresponded mainly to interior fittings at the new premises prior to 
NAHEMO’s relocation. 
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e) Understatement of Accrued Expenses of EUR 1.256 million of which at least 
EUR 0.704 million should be capitalised in addition to the EUR 0.804 million 
stated before. These missing accruals for 2022 were mainly related to the 
completion of the interior fitting of the new premises, various consultancy 
services and software, all delivered in 2022 but invoiced in 2023. This also led 
to an additional underestimation of Revenue and overestimation of Unearned 
Revenue of the same amount. Therefore, taking into account the above 
mentioned error in revenue recognition of EUR 0.541 million, and considering 
provision in Note D.11 regarding ‘Surplus or Deficit for the Period, the overall 
understatement of revenue amounted to EUR 1.797 million. For the same 
reasons, taking into account the previously stated overstatement of Unearned 
Revenue of EUR 1.033 million, the overall overstatement of Unearned 
Revenue reached EUR 2.289 million. 

 
f) Non-compliance in the presentation of SBE ‘Expenses’ and carry forwards. 

SBE ‘Expenses’ was presented on a modified cash basis (i.e. including paid 
and payable expenditures), whereas Article 25.2 of NAHEMO's FR stipulates 
that expenditure must include accrued expenses, as indicated above. This 
resulted in an understatement of expenditure as it did not include accruals 
and, conversely, an overstatement of carry forwards. 

 
g) Non-compliant designation of unused appropriation from the previous year 

disclosed in the SBE. The SBE referred to a Special Carry Forward (SCFW) 
from 2020 of EUR 0.899 million. This was incorrect as the 2020 SCFW was 
fully committed in 2021 and should therefore have been reclassified in ‘Carry 
forwards 2021’has since become a standard carry forward.  

 
1.14 Material findings related to the Operational Budget (OB) 
 

a) Understatement of Payables to suppliers for an amount of EUR 27.7 million 
and overstatement of Payables to Nations in respect of OB by the same 
amount. Several invoices were received in 2022 but not recorded in the 
accounts. 

 
1.15 Material findings in Notes and Annex to the FS  

 
a) NAHEMO reported in Note C.2 by mistake Receivables (OB) of 

EUR 1.47 billion when the actual receivables amounted to EUR 159 million. 
 

b) Incorrect disclosure and breakdown of Receivable VAT reimbursement (AB) 
in Note C.2. The note referred to a total recoverable VAT outstanding of 
EUR 0.932 million broken down in EUR 0.041 million for 2020, 
EUR 0.220 million for 2021 and EUR 0.671 million for 2022. In fact, the correct 
VAT claim to the tax administration amounted to EUR 0.627 million and 
concerned only the year 2022. 
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c) Incorrect VAT disclosure in Note D.9 ‘Revenue’ (AB). It was stated that VAT
reimbursement recognised in 2022 was EUR 0.885 million when it was in fact
EUR 0.257 million. In addition, contrary to what was stated in the
Reconciliation between Revenue and Unearned Revenue, VAT is neither
revenue nor expenses but an item reported on the Statement of Financial
Position.

d) Non-updated disclosure of bank guarantees information (AB). This mainly
concerned the absence of the EUR 1.18 million guarantee payment for the
rental of the new premises.

e) Non-updated and inconsistent disclosures in Note D.10 ‘Expenses’ (AB)
regarding Operating Leases of future minimum lease payments.

f) Incorrect and inconsistent expenditure input value used as a basis for the
Reconciliations of AB and OB Statements of Budget Execution expenditure to
the Statement of Cash Flow in Annex 1. OB expenditure (cash based) was
mistakenly reported for EUR 1,275 million when it should be
EUR 1,209 million. Similarly, AB expenditure (modified cash based)
amounted to EUR 16.25 million when it should be EUR 15.37 million.

1.16 Other audit findings

a) Overstatement of ‘Expenses’ in the OB SBE due to an unjustified and not
compliant change in OB SBE basis of presentation. The OB SBE was
presented on a modified cash basis in 2022 when a cash basis presentation
was in force in prior years. The difference on expenditure disclosure between
the two presentations amounted to EUR 26 million.

b) Misstatement in the cash flow statement’s disclosure of payables in the
amount of EUR 23 million. This was because the cash flow was constructed
using the closing balance of 2021 before resubmission of the 2021 FS, instead
of the resubmitted 2021 FS.

c) Understatement of the bank balance amounting to EUR 30,710. This was due
to an unresolved technical problem in the bank reconciliation module and
report of the accounting system since 2020. Although the amount was not
significant, any issue affecting the cash position and its reconciliation with
account balances must be addressed promptly given their critical nature.

d) Incorrect netting of receivables with Payables to suppliers for AB and OB
amounting to EUR 6.1 million.

e) Non-disclosure of lapses in the SBE (AB) amounting to EUR 0.21 million. This
was due to a formatting issue in the FS.
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f) Overstatement of Receivables (OB) amounting to EUR 0.335 million. This 
was because the corresponding payments had not been reconciled correctly. 

 
g) Overstatement of the payables disclosure in Note C.6 ‘Payables’ (OB) to the 

FS amounting to EUR 0.490 million due to an arithmetic error. 
 

h) Inconsistent and misleading disclosure in SBE Annex 1 of the amount of ‘OB 
Milestones achieved 2022’ invoiced in 2023. We found approximately 
EUR 50 million of additional invoices received during the 1st quarter 2023 and 
relating to milestones completed by the suppliers in 2022 but however not 
included in the note. EUR 3.5 million was due to an error in the assessment 
of the amount of invoices and the identification of certification letters issued in 
2022. The remaining EUR 47 million difference was explained by the fact that 
the corresponding NAHEMO certification letters were not issued in 2022, but 
at the beginning of 2023. The recognition event should be the supplier's 
milestone completion period and not the date of administrative certification by 
NAHEMO. 

 
However, as NAHEMO is an agent for the Operational Budget, which is 
prepared on a modified cash basis, this information is not required by the 
NATO Accounting Framework, nor by the NAHEMO FRs. Nevertheless, 
NAHEMO was not able to fully justify the accuracy of this amount disclosed in 
Annex 1 to the FS. The content of this note should be examined as part of the 
clarification of NAHEMO's accounting policy and financial information, in line 
with a recommendation made in last year's IBAN Audit Report (IBA-
AR(2022)0019, observations 2 and 3). 

 
i) Various: Typos in Note D.10 ‘Expenses’; Inconsistency in the presentation of 

rounding units in SFPos for the year 2021; Incorrect disclosures in Notes 7 
‘Unearned Revenue and Advance’, Note C.8 ‘PP&E and Intangible Asset 
Reserve’, Note D.9 ‘Revenue’ and the Statement of Change in Net Asset 
Equity, resulting from the material misstatements mentioned above. 

 
j) Discrepancy between the accounting trial balance of the Financial Statements 

and the trial balance extracted from the accounting information system. These 
differences mainly affected net equity and liabilities balances. They were due 
to incorrect configuration of the financial information system and mapping 
issues of the chart of accounts that are manually corrected in the FS. This 
poses problems in terms of audit traceability and data integrity, as the 
accounting information system must be a reliable accounting source that 
faithfully reflects the balances in the FS and should not be subject to any 
manual changes. 

 
1.17 Finally, we found that NAHEMO's risk register did not mention any risks 
relating to financial activities, the organisation of the financial function or internal 
control procedures for financial operations, including the preparation of NAHEMO's 
financial statements. 
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Recommendations 
 
1.18 IBAN recommends that NAHEMO: 
 

a) strengthen internal controls over the preparation of the financial statements 
and implement appropriate standard operating procedures in order to ensure 
that the financial statements are free of material errors and comply with the 
NATO Accounting Framework and NAHEMO Financial Regulations. 
  

b) continue its efforts to improve the level of competence, knowledge, skills, and 
abilities of personnel responsible for the preparation of the financial 
statements, including through appropriate trainings. 

 
c) improve the configuration of the accounting system to facilitate the preparation 

of the financial statements and address promptly any technical problems 
relating to the accounting system.  

 
d) assess the risks associated with its financial reporting activities and functions 

and update the risk register accordingly. 
 
 
2. NAHEMO DID NOT SUBMIT ITS FINANCIAL STATEMENTS WITHIN THE 

DEADLINE STIPULATED BY THE NAHEMO FINANCIAL REGULATIONS 
 
Reasoning  
 
2.1 Article 35.1 of the NAHEMO Financial Regulations (FRs) states that “An 
annual financial statement for each NATO body, consolidated where applicable and 
appropriate, shall be submitted for audit to the International Board of Auditors for 
NATO by the Financial Controller not later than 31st March following the end of the 
financial year.”. 
 
2.2 Furthermore, the NAHEMO Financial Rules and Procedures (FRPs) 56.1 
establishes that: “The General Manager shall submit the annual Financial Statements 
on NAHEMA's financial transactions on the Administrative Budget to the International 
Board of Auditors for NATO as well as to the members of the FAC, no later than 31st 
March following the closure of the financial year.” 

 
Observations 
 
2.3 NAHEMO submitted the signed annual financial statements for the year 
ending 31 December 2022 on 14 April 2023, therefore failing to comply with the 
deadline of the 31 March 2023 as laid down in Article 35 of the FRs. 
 
 
 
 

PU
B

LI
C

LY
 D

IS
C

LO
SE

D
 - 

 P
D

N
(2

02
4)

00
24

  -
 M

IS
 E

N
 L

E
C

T
U

R
E

 P
U

B
LI

Q
U

E



NATO UNCLASSIFIED 

IBA-AR(2023)0024 

NATO UNCLASSIFIED 
-17-

Recommendations 

2.4 IBAN recommends that NAHEMO strengthen its financial reporting processes 
in order to submit its financial statements within the deadline set by the NAHEMO 
Financial Regulations. 

FOLLOW-UP OF PREVIOUS YEARS’ OBSERVATIONS 

IBAN followed up on the status of observations from the previous years’ audit. The 
observations and recommendations, the actions taken by the auditee as reviewed by 
IBAN, and their status are summarised in the table below. 

The Open status is used for recommendations that are open and for which no notable 
progress has been achieved to date. The In-progress status is used for open 
recommendations when the NATO Reporting Entity has started to implement the 
recommendation or when some (but not all) sub-recommendations are closed. The 
Closed status is used for recommendations that are closed because they have been 
implemented, are superseded, or have lapsed. In the case where there are sub-
recommendations, the status related to each sub-recommendation is indicated in the 
Action Taken column. 

OBSERVATION / RECOMMENDATION 
ACTION TAKEN 

BY AUDITEE 
STATUS 

(1) NAHEMO FY 2022
IBA-AR(2022)0019, paragraph 1

IMPROVEMENTS NEEDED IN THE 
PREPARATION OF THE 
FINANCIAL STATEMENTS AND 
STRENGTHENING INTERNAL 
CONTROL OVER FINANCIAL 
CLOSING PROCE  

IBAN’s Recommendation 
IBAN recommends that NAHEMO 
strengthen internal controls over the 
preparation of the financial statements in 
order to ensure that they are free of material 
error and comply with the NATO 
Accounting Framework and NAHEMO FRs. 

Observation Closed as 
superseded by current year 
observations 1.  

Observation 
Closed. 
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OBSERVATION / RECOMMENDATION 
ACTION TAKEN  

BY AUDITEE 
STATUS 

(2) NAHEMO FY 2022  
IBA-AR(2022)0019, paragraph 2 
 
NEED TO REVIEW AND UPDATE 
NAHEMO’S FINANCIAL REGULATORY 
FRAMEWORK  
 
IBAN’s Recommendation 
Taking into account the fact that NAHEMO 
acts as a principal for its Administrative 
Budget and as an agent for its Operational 
Budget, IBAN recommends NAHEMO to:  
 
a) review the provisions of its Financial 
Regulations for the purpose of avoiding de 
facto non-compliance or a persistent doubt 
regarding its compliance, and obtain 
resolution by the appropriate governing 
body in accordance with Article 7.1 of the 
NAHEMO FRs, and if required by a 
Council-approved deviation of the 
NAHEMO FRs;  
 
b) clarify in the NAHEMO FRPs the 
financial statements disclosure 
requirements for the Statement of Budget 
Execution of the Administrative Budget 
where NAHEMO is principal and of the 
Operational Budget where NAHEMO is an 
agent. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
a) b) The issues are still under 
discussion in the NATO Account 
Working Group and in the Financial 
Controllers Working Group. No 
progress was made related to 
changing the NAHEMO FRs.  
 
Given the magnitude of audit 
findings in Observation 1 of this 
Report and the persistent doubt 
regarding operational budget 
presentation and disclosures, it is 
important for NAHEMO to review 
and update its financial regulatory 
framework. This in order to clarify 
its financial reporting and 
accounting policy and the scope of 
the information to be provided in the 
financial statements. 
 

 
 
 
Observation 
Open. 
 
 
 

(3) NAHEMO FY 2022  
IBA-AR(2022)0019, paragraph 3 
 
IMPROVEMENT NEEDED IN THE 
FINANCIAL POLICY AND DISCLOSURE 
OF THE STATEMENT OF BUDGET 
EXECUTION OF THE OPERATIONAL 
BUDGET 
 
IBAN’s Recommendation 
Given the fact that NAHEMO is an agent for 
its Operational Budget, IBAN recommends 
NAHEMO to strengthen the disclosure 
requirements for the Statement of Budget 
Execution of the Operational Budget by 
clarifying these in the NAHEMO FRPs. The 
budgetary disclosure requirements for 
multi-annual and multi-national 
programmes should provide the Nations 
with relevant financial information to assist 
in the governance of the programme 
budgeting and funding. 

 
 
 
 
 
 
 
 
 
 
NAHEMO did not make any 
changes or improvements to the 
financial policy and disclosure to 
provide relevant information of the 
operating budget, particularly with 
regard to overall existing 
programme commitments and 
execution forecasts. 

 
 
 
Observation 
Open. 
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OBSERVATION / RECOMMENDATION 
ACTION TAKEN  

BY AUDITEE 
STATUS 

(4) NAHEMO FY 2022  
IBA-AR(2022)0019, paragraph 4 
 
IMPROVEMENTS NEEDED IN THE 
PROCESS OF EVALUATING ASSET 
CONTROL AND CAPITALISATION OF 
COSTS RELATED TO THE MOVE TO 
THE NEW PREMISES 
 
IBAN’s Recommendation 
a) assess the control of items paid for in 
connection with the move to the new 
premises in accordance with the control 
criteria of the NATO Accounting 
Framework.  
 
b) assess the amount of fixed assets to be 
capitalised and assets under construction 
to be recognised in the financial statements 
if they meet the control criteria.  
 
c) update the asset register accordingly. 
 

 
 
 
Observation Closed as 
superseded by current year 
observations 1.  
 

 
 
 
Observation 
Closed. 
 

(5) NAHEMO FY 2016  
IBA-AR(2017)29, paragraph 2 
 
LACK OF RELIABLE AND 
COORDINATED PROCESSES FOR 
CAPITALISING ASSETS AND 
UPDATING ASSET REGISTER 
 
IBAN’s Recommendation 
IBAN recommends NAHEMA to update and 
maintain complete and accurate asset 
registers, in line with Article 12 of the NFRs. 
These registers need to be properly 
controlled at the appropriate level and 
regular property counts should be 
performed to keep the registers accurate 
and reliable. 
 
IBAN also recommends NAHEMA to put in 
place reliable and coordinated processes to 
ensure that new assets acquired are 
capitalized as PP&E or Intangible Assets. 
 

 
 
 
 
 
 
 
 
 
Following the move to the new 
premises, additional assets were 
added to the inventory. However, 
the level of detail provided by this 
inventory is not sufficiently precise 
to list every item in the installations 
set up at component level. 
 
As indicated in Observation 1 of this 
report, numerous errors were found 
in the accounting process of 
capitalising new assets. This 
reflects the fact that coordinated 
processes are not yet in place. In 
addition, NAHEMO is no longer 
implementing the project to 
interface its asset inventory register 
with the accounting system. 

 
 
 
Observation  
In-Progress. 
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NATO HELICOPTER MANAGEMENT ORGANISATION (NAHEMO) FORMAL 
COMMENTS ON THE AUDIT REPORT AND THE INTERNATIONAL BOARD OF 
AUDITORS (IBAN) POSITIONS 

OBSERVATION 1: 
PERVASIVE, MATERIAL MISTATEMENTS IN THE FINANCIAL STATEMENTS 
AND THE STATEMENTS OF BUDGET EXECUTION 

NAHEMO’s Formal Comments 

Agreed. 

NAHEMA acknowledges the remark and will take into account the 
recommendation. 

a) NAHEMO will start the revision and improvement of internal directives in
order to better control the financial reporting processes.

b) This action has not yet been completed. Our Accounting Manager has
taken part in a training courses on IPSAS in August and we will start on-
the-job-training with the support of Deloitte in which all staff members in
the finance section can take part.

c) We will take a further step to develop a better setup of our OEBS in close
cooperation with support of technical and consultancy companies.

d) We will make a risk assessment.

OBSERVATION 2: 
NAHEMO DID NOT SUBMIT ITS FINANCIAL STATEMENTS WITHIN THE 
DEADLINE STIPULATED BY THE NAHEMO FINANCIAL REGULATIONS 

NAHEMO’s Formal Comments 

Agreed.  

NAHEMA acknowledges the remark and will implement it. 

PU
B

LI
C

LY
 D

IS
C

LO
SE

D
 - 

 P
D

N
(2

02
4)

00
24

  -
 M

IS
 E

N
 L

E
C

T
U

R
E

 P
U

B
LI

Q
U

E



NATO UNCLASSIFIED 

IBA-AR(2023)0024 

NATO UNCLASSIFIED 
-21-

FOLLOW-UP OF PREVIOUS YEARS’ OBSERVATIONS 

(2) NAHEMO 2022 FY
IBA-AR(2022)0019, paragraph 2

NEED TO REVIEW AND UPDATE NAHEMO’S FINANCIAL REGULATORY 
FRAMEWORK  

NAHEMO’s Formal Comments 

Agreed. 

The issues are still under discussion in the NATO Accounting Working Group 
and in the Financial Controller Working Group. Awaiting this solution, no 
progress was made changing the NAHEMO FRs. NAHEMA nevertheless 
prefers an adjustment of the NAHEMO FRs to provide a custom solution. 

(3) NAHEMO 2022 FY
IBA-AR(2022)0019, paragraph 3

IMPROVEMENT NEEDED IN THE FINANCIAL POLICY AND DISCLOSURE OF 
THE STATEMENT OF BUDGET EXECUTION OF THE OPERATIONAL BUDGET 

NAHEMO’s Formal Comments 

Agreed. 

NAHEMA agrees on the improvements recommended, but deems it 
necessary to complete the ongoing full review of the OEBS database, before 
proceeding with the budgetary disclosure requirements for multi-annual and 
multi-national programmes. To this regard, several challenging digitalization 
processes where ADMIN staff are currently heavily engaged are shortly before 
finalisation (electronic registration of invoices, electronic execution of 
payments, contractual milestone database, etc.), the concerned 
improvements in the “Statement of Budget execution” for the OB are 
considered achievable for the FS 2024. 

(5) NAHEMO 2016 FY
IBA-AR(2017)29, paragraph 2

LACK OF RELIABLE AND COORDINATED PROCESSES FOR CAPITALISING 
ASSETS AND UPDATING ASSET REGISTERS  

NAHEMO’s Formal Comments 

Agreed. 
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NAHEMA will take into account the IBAN recommendation.  

As an additional improvement to the registers consistency, NAHEMA will 
resume the action to implement the use of a dedicated OEBS module for 
capitalising assets. 
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GLOSSARY OF TERMS 

In accordance with International Standards of Supreme Audit Institutions 
(ISSAI 2705), audit opinions on financial statements and on compliance can be 
unqualified, qualified, a disclaimer, or adverse: 

 An unqualified opinion is when IBAN issues an opinion that the financial
statements and budget execution report are stated fairly and that nothing has
come to our attention that causes us to believe that funds have not been
properly used for the settlement of authorised expenditure or are not in
compliance with the rules and regulations.

 A qualified opinion means that IBAN was generally satisfied with the
presentation of the financial statements, but that some key elements of the
statements were not fairly stated or affected by a scope limitation, or specific
issues have come to our attention that causes us to believe that funds have not
been properly used for the settlement of authorised expenditure or are not in
compliance with the rules and regulations.

 A disclaimer is issued when the audit scope is severely limited and IBAN cannot
express an opinion, or when there are material uncertainties affecting the
financial statements or the use of funds.

 An adverse opinion is issued when the effect of an error or disagreement is so
pervasive and material to the financial statements that IBAN concludes that a
qualification of the report is not adequate to disclose the misleading or
incomplete nature of the financial statements.

In accordance with auditing standards, three types of paragraphs may also be 
communicated in the auditor’s report: 

 Key Audit Matters (ISSAI 2701): Those matters that, in IBAN’s professional
judgement, were of most significance in the audit of the financial statements of
the current period. Key Audit Matters are addressed to Council.

 Emphasis of Matter (ISSAI 2706): If IBAN considers it necessary to draw users’
attention to a matter presented or disclosed in the financial statements that, in
our judgement, is of such importance that it is fundamental to users’
understanding of the financial statements.

 Other Matter (ISSAI 2706): If IBAN considers it necessary to communicate a
matter other than those that are presented or disclosed in the financial
statements that, in our judgement, is relevant to users’ understanding of the
audit, the auditor’s responsibilities or the auditor’s report.
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