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  NOTES TO THE ACCOUNTS 

1. STATEMENT OF ACCOUNTING POLICIES  
 

Basis of Preparation 
The financial statements of Allied Command Transformation (ACT) have been 
prepared on the accrual basis of accounting in accordance with the NATO 
Accounting Framework issued by the North Atlantic Council (NAC), which modified 
certain International Public Sector Accounting Standards (IPSAS) as detailed below. 
The NAC took the decision to introduce IPSAS in 2002 and then approved the NATO 
Accounting Framework in 2013. These 2015 financial statements are also prepared 
in accordance with the accounting requirements of the new NATO Financial 
Regulations (NFRs), which were introduced on 01 May 2015, as well as the 
associated Financial Rules and Procedures (FRPs). 
 

Measurement Base 
The accounting principles recognized as appropriate for the measurement and 
reporting of the financial performance, cash flows, and financial position on an 
accrual basis using historical cost are followed in the preparation of the financial 
statements. 
 

NATO Accounting Framework 
The accounting framework for all NATO Reporting Entities is an adapted version of 
IPSAS as issued by the International Public Sector Accounting Standards Board of 
the International Federation of Accountants. This Accounting Framework for NATO 
was developed to provide minimum requirements for financial reporting for all NATO 
Reporting Entities following endorsement by the NAC on 14 February 2013 of an 
IPSAS-adapted Accounting Framework for the Alliance. 

This Accounting Framework is applicable for financial reporting periods beginning on 
1 January 2013 and is the basis for the preparation of these accounts. Currently the 
Accounting Framework allows variation from four IPSAS: 

 IPSAS 6 -  Consolidated and Separate Financial Statements 

 IPSAS 12 - Inventories 

 IPSAS 17 - Property, Plant, and Equipment 

 IPSAS 31 - Intangible Assets 
 

The objective of the adaptation to IPSAS 6 is to allow for the non-consolidation of 
Morale and Welfare Activities (MWA) and/or Staff Association activities. The 
objective of the adaptations to IPSAS 12, 17 & 31 is in the main to allow entities to 
expense all items acquired prior to the implementation date of 01 January 2013. 
Note 1 (viii) below refers. 

Currency 

The financial statements are presented in Euros (€) rather than the currency in which 
ACT is domiciled. 
 

Accounting Policies 
The following specific accounting policies that materially affect the measurement of 
financial performance and the financial position are applied: 
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i) Basis for Consolidation 

 
The consolidated financial statements, prepared in terms of IPSAS 6, Consolidated 
and Separate Financial Statements, include the financial results of ACT as the 
controlling entity exercising control over the controlled entities listed below. Inter-
entity balances and transactions have been eliminated on consolidation.  
 

 Joint Warfare Centre (JWC),  

 Joint Force Training Centre (JFTC), and 

 Joint Analysis and Lessons Learned Centre (JALLC),  
 
MWA is not consolidated as per the NATO Accounting Framework, which ACT 
implemented from 01 January 2013. 
 
ii) Consolidated Cash Flow Statement 

 

The consolidated ACT Cash Flow Statement has been compiled using the indirect 
method. 
 

The following are definitions of the terms used in the consolidated statement of cash 
flows: 

 Cash and cash equivalents comprise cash on hand, current bank balances, 
and short-term deposits that can be converted to cash within two working 
days. 

 Operating activities include all transactions and other events that are not 
investing or financing activities. 

 Investing activities are those activities relating to the acquisition, holding, 
and disposal of fixed assets and investments. Investments can include 
securities not falling within the definition of cash. 

 Financing activities are those activities that result in changes to the size 
and composition of ACT’s capital structure. This includes both equity and 
debt not falling within the definition of cash. 

 

iii) Segmental Reporting 
 

The ACT consolidation group consists of a number of individual entities as detailed 
in Note 23. These entities are kept as separate segments for accounting purposes.  
The individual accounts of these segments are balanced in their functional currency 
and the inter-entity transactions are removed on consolidation within the ACT group 
of accounts. 
 

iv) Foreign Currency Transactions 
 

Foreign currency transactions have been recorded in the entity’s budget currency by 
applying the declared NATO exchange rate between the budget currency and 
foreign currency at the date of the cash outflow/inflow.  Realised gains and losses 
resulting from the settlement of such transactions are recognised as revenue and 
expenses in the Statement of Financial Performance.  Monetary assets and liabilities 
at year-end which were denominated in foreign currencies were translated into Euro 
using the NATO rates of exchange applicable at 31 December 2015. Non-Monetary 



NATO UNCLASSIFIED 

Allied Command Transformation 
Notes to the Financial Statements 
For the year ended 31 December 2015 
All amounts stated in Thousands of Euros (€’000), unless otherwise stated 

The Statement of Accounting Policies and the accompanying notes form part of the financial statements.   

NATO UNCLASSIFIED   Page 19 

items use the NATO rates of exchange applicable at the date of the transaction. 
 
On consolidation, unrealised translation gains and losses were recorded in the 
Statement of Financial Performance as a result of the application of weighted 
average rates of exchange throughout the year and in the Statement of Financial 
Position due to exchange rates applicable at 31 December 2015. 
 

v) Cash and Cash Equivalents 
 

Cash and cash equivalents are defined as current assets.  They include cash on 
hand, deposits held with banks and other short-term (3 months), highly liquid 
investments, the carrying value of which approximate fair value due to their short 
maturities.  
 

vi) Receivables  
 

Receivables are stated at their estimated realisable value after providing for doubtful 
and uncollectible debts.  
 
vii) Inventory 

 
Inventories held across ACT are considered to be insignificant in terms of having a 
material impact on the financial statements. As such, ACT does not capitalise the 
limited inventory holdings but charges such costs to the Statement of Financial 
Performance when incurred. 
 
Should an asset meet the definition of inventory as per IPSAS 12 (Inventories) and 
that individual item be considered material, such inventory shall be valued at the 
lower of historical cost or net realisable value.  The Weighted Average Cost 
methodology is used to calculate the average historical cost held within inventory. 
Provision is made to reduce the carrying cost of inventory to the net realisable value 
where there is no expectation of consumption or sale in the ordinary course of 
business; such provision will be released to expenses on consumption, disposal and 
write off. 
 
viii) Property, Plant & Equipment 
 
ACT has adopted the NATO Accounting Framework to account for Property, Plant & 
Equipment (PP&E) and will use the minimum capitalisation thresholds detailed in 
that Framework. These capitalisation thresholds, together with the depreciation life 
and methodology are detailed in the table on the following page.  
 
In addition to the standard assessment of “substance over form”, the ACT fixed 
assets policy to comply with PP&E accounting establishes the criteria to be used to 
assist in assessing the level of control that ACT has for reporting assets in its 
financial statements.  Criteria that evidence the control of PP&E are detailed in that 
policy.  
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Category Threshold Depreciation life Method 

Land €200,000 N/A N/A 

Buildings €200,000 40 years 

Straight line 
 

Other infrastructure €200,000 40 years 

Installed equipment €30,000 10 years 

Machinery €30,000 10 years 

Vehicles €10,000 5 years 

Mission equipment €50,000 3 years 

Furniture €30,000 10 years 

Communications €50,000 3 years 

Automated information 
systems (AIS) 

€50,000 3 years 

 
In accordance with the NAC approved Accounting Framework and the ACT policy on 
accounting for PP&E, consolidated entities will consider PP&E acquired before 01 
January 2013 as fully expensed. PP&E held prior to 01 January 2013, and not 
previously recognized as an asset, are disclosed in the table below: 
 

PP&E 

category 

Approximate 

number of items 

Location of 

asset 

comments 

Buildings 1 geographical 

HQ location 

HQ SACT, 

Norfolk, Virginia 

Buildings were either 

provided free of charge 

or fully expensed prior 

to 01 January 2013. 

Includes installed 

equipment. 

Buildings 1 geographical 

HQ location 

JWC, Stavanger, 

Norway 

Buildings 1 geographical 

HQ location 

JFTC, Bydgoszcz 

Poland 

Buildings 1 geographical 

HQ location 

JALLC, Lisbon, 

Portugal 

Vehicles 9 HQ SACT, 

Norfolk, Virginia 

All vehicles held at the 

HQs were purchased 

prior to 01 January 

2013 and have been 

fully expensed in the 

year of purchase. 

Vehicles 21 JWC, Stavanger, 

Norway 

Vehicles 7 JFTC, Bydgoszcz 

Poland 

Vehicles 4 JALLC, Lisbon, 

Portugal 

Ships 2 CMRE, 

 La Spezia, Italy 

Although located at 

CMRE, these vessels 

are under SACT control 
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The two research vessels referred to in the table above are solely used by the 
CMRE, located in La Spezia, Italy. As a result of the Command Structure Review 
and Agency Reform, on 01 July 2012 the NURC was integrated into the newly 
created NATO Science & Technology Organisation (STO) as the CMRE. Since 01 
January 2013, the CMRE operates under a customer funded regime. SACT is 
currently the main customer to the CMRE, and maintained custody of the vessels 
until 31 December 2015. C-M(2013)0069 dated 11 December 2013, and signed by 
the Secretary General, refers. On 01 January 2016, responsibility for these two 
vessels transferred to the STO. 
   
During 2015, ACT staff conducted a thorough analysis of all purchases made during 
the year to establish if any fell within the categories and capitalisation thresholds 
detailed in the table above.  
 
In addition to the expenditure on the renovation of a generator, which has been 
capitalized, a major construction project to extend the main building at HQ SACT in 
Norfolk was completed in early 2015. This project was separately funded by NSIP 
with the United States acting as Host Nation. Upon completion the asset was handed 
over to ACT and so has been recorded as PP&E in these 2015 financial statements. 
A similar instance was recognised for the furniture that was installed in the new office 
accommodation. 
 
ix) Leasing 
 
Leases are classified as finance leases whenever the terms of the lease transfer 
substantially all the risks and rewards of ownership to the lessee. All other leases are 
classified as operating leases. Rentals payable under operating leases are charged 
to the Statement of Financial Performance on a straight-line basis over the term of 
the relevant lease as charges are paid annually. Additionally, due to the no-penalty 
release clause in these contracts, ACT had no outstanding commitments for 
operating leases at the end of this financial year. 

 
x) Impairment 
 
Where the carrying amount of an asset is greater than its estimated recoverable 
amount, it is written down to its recoverable amount. An impairment loss is 
recognized for the amount by which the carrying amount of the asset exceeds its 
recoverable amount which is the higher of an asset’s net selling price or its value in 
use. Gains and losses on disposal are determined by comparing proceeds with the 
carrying amounts, based on historic cost application, and are included in the 
Statement of Financial Performance in the year concerned.  
 
Repairs and maintenance are charged to the Statement of Financial Performance 
during the financial period in which they are incurred. 
 
xi) Unearned Revenue and Advance Calls for Contributions 

 
Revenue is defined as the contributions of the member nations which for the 
purposes of the financial statements equate to the budgetary cash costs of ACT, net 
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of earned interest and any revenue in respect of other NATO bodies. As 
contributions from nations are recognised as non-exchange transactions, revenue is 
recognised when it is earned. 
  
Unearned revenue represents the contributions received from Nations and/or third 
parties that have been called for current or prior year budgets but that have not yet 
been recognised as revenue.  
 
Advance calls for contributions are contributions received related to future years’ 
budgets. 
 
xii) Current Loans 

 
Inter-entity loans provided at 0% interest have been eliminated upon consolidation. 
 
xiii) Payables 

 
Payables are amounts due to third parties based on goods and services provided 
that remain unpaid. This includes an estimate of accrued obligation to third parties 
for goods and services received but not yet invoiced. 
 
xiv) Provisions  
 
Provisions are recognised when there is a legal or constructive obligation as a result 
of a past event, where it is probable that an outflow of resources will be required to 
settle the obligation, and where a reliable estimate of the amount of the obligation 
can be made. 
 
xv) Financial Instruments 

 
ACT uses only non-derivative financial instruments as part of its normal operations. 
These financial instruments could include bank accounts, certificates of deposit, 
accounts receivable and accounts payable. 
 
All financial instruments are recognized in the statement of financial position at their 
fair values. 
 

xvi)   Revenue 
 

Revenue is the gross inflow of economic benefit or service potential during the 
reporting period when those inflows result in an increase in net assets/equity, other 
than increases relating to contributions from owners. 
 
Revenue for Administrative Budgets – Contributions to the Budget is initially 
recorded as unearned revenue liabilities in the Statement of Financial Position.  They 
are recognised as revenue in the Statement of Financial Performance when such 
contributions are used for their intended purpose as envisioned in the operational 
budget. 
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xvii) Employee Entitlements 
 

Employee entitlements to salaries, wages, annual vacation, pension costs, and other 
benefits are recognized when they are earned. Annual vacation and other leave 
have been calculated on an actual entitlement basis at current rates of pay. 
 
ACT contributes to an employee defined contribution retirement benefit plan. 
Payments to the defined contribution retirement benefit plan are recognized as 
expenses as they become due. 
 

xviii) Borrowing Costs 
 

Borrowing costs are recognised as an expense in the period in which they occur 
unless they can be directly attributable to the acquisition, construction or production 
of a qualifying asset.  In this case borrowing costs are capitalised as part of the cost 
of that asset. 
 

xix) Taxation 
 

Within the scope of its official activities, ACT’s assets, property and income are 
exempt from all direct taxes and duties levied upon goods and services acquired or 
imported. 
 
xx) Use of Estimates 

 
In accordance with generally accepted accounting principles, the financial 
statements necessarily include amounts based on estimates and assumptions made 
by management using the most reliable information available to them.   
 
Estimates include accrued revenue and expenses and actual results may differ from 
those estimates. Changes in estimates are reflected in the period in which they 
become known. 
 
xxi) Contingent Liabilities 

 
A contingent liability is defined as a possible obligation that arises from past events 
and whose existence will be confirmed only by the occurrence or non-occurrence of 
one or more uncertain future events wholly within the control of ACT; or a present 
obligation that arises from past events but is not recognised because the amount of 
the obligation cannot be measured with sufficient reliability. 
 

xxii) Trust Funds  

ACT manages a number of trust funds on behalf of other entities and controls a 
number of specific Trust Funds. NATO recognises an asset when it controls access 
to the asset and gains economic benefit or service potential but matches this to an 
equal liability. The entity does not recognise any expenditure or revenue in relation to 
the Trust Funds in its statement of financial performance which it does not control 
 
 



NATO UNCLASSIFIED 

Allied Command Transformation 
Notes to the Financial Statements 
For the year ended 31 December 2015 
All amounts stated in Thousands of Euros (€’000), unless otherwise stated 

The Statement of Accounting Policies and the accompanying notes form part of the financial statements.   

NATO UNCLASSIFIED   Page 24 

xxiii)  Changes in Accounting Policies 
 

There were no significant changes in accounting policies for these 2015 ACT 
consolidated financial statements. 
 
xxiv)  Reclassifications 

 
There were no reclassifications necessary for the prior years’ consolidated financial 
statements. 
 

2. CASH AND CASH EQUIVALENTS 

Cash and cash equivalents consist of cash held on deposit in financial institutions in 
instant access accounts.  
 

 2015 2014 

   

Total Euro Accounts 23,278 35,183 

Total non-Euro Accounts 22,000 29,761 

 45,278 64,944 

 
All non-Euro denominated currencies were converted to Euros using the NATO spot 
exchange rate for applicable currencies in the Statement of Financial Position as at 
31 December 2015.The Euro account includes an amount of €170k which represents 
the remainder of funds deposited by nations at the end of December 2014 
contributing to a Voluntary National Contribution Fund (VNCF) operated by HQ 
SACT. The funds are being used to provide training during 2015 and 2016 for 
weapons inspector teams from NATO nations, as well as Partnership for Peace 
(PfP) countries. Deposits were also received by ACT during 2015 in relation to 
another VNCF for a Commander’s Counter-Marauding Terrorist Course and these 
amounted to €35k.  However, these funds were all expensed during 2015. 
 
The cash holdings are significantly lower than the previous year, which is a result of 
two nations not paying their cash call contributions by the end of 2015. As a result, 
ACT carried a €16.7m receivable for cash call contributions in these financial 
statements (Note 3 refers). 
 

3. RECEIVABLES 

 2015 2014  

Receivables 
Receivables for cash calls from nations 

13,788 
16,718 

6,063 
0 

 30,506 6,063 
 

As at 31 December 2015, ACT had not received full settlement of the 2nd 2015 cash 
call. ACT was still awaiting funds from nations for significant parts of the Euro call, 
the Norwegian Kroner (NOK) call and the entire Polish Zloty (PLN) call. While the 
Euro and NOK calls were settled in January 2016, the PLN call was not deposited on 
the ACT bank account until March 2016.  
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The significant increase in regular receivables is explained by a single transaction for 
over €7m. HQ SACT raised an invoice to ACO for cash that was to be transferred in 
relation to a budgetary transfer. Due to the nature of the transaction, the invoice was 
raised in the accounting system at year end and ACO had no opportunity to settle 
prior to 31 December 2015.  
 
Towards the latter part of 2015, the Central European Bank imposed a 0.2% 
negative interest charge on non-European banks holding Euro currency. This rose to 
0.3% by the year end. In order to minimize these charges ACT negotiated with their 
US bank on maximum Euro holdings that could be held on deposit with no charge. 
As a temporary measure Euro funds were transferred to a non-consolidated, 
European based NATO entity in January 2016 and ACO was asked not to settle this 
outstanding receivable in order to minimize Euro deposits held by ACT. 
 

4. PREPAYMENTS 

The following prepayments were recorded: 

 2015 2014 

   
Prepayments to 3rd Party Suppliers      905            453 

 
Prepayments to third party suppliers relate to payments made in advance of goods 
or services rendered, which will reflect terms and conditions of a contract or 
agreement. Such prepayments are offset against final payments upon receipt of a 
final invoice.  
 
 

5. ADVANCES TO NON CONSOLIDATED ENTITIES 

The following advances were made: 
 

 2015 2014 

   
Advances to non-consolidated entities 221 382 

Total advances 221 382 

Advances to vendors are recovered from payments made during 2016. 
 

6. ACCOUNTS PAYABLE  

Accounts Payable is detailed below: 

 2015 2014 

   
Suppliers 8,891 9,254 
Staff Members 108 107 
Non-Consolidated NATO Entities 11,279 7,523 
Governments 1,798 0 
Other payables 5 34 

 22,081 16,918 

The Accounts Payable in relation to Non-Consolidated NATO entities has increased 
significantly but this is primarily because of end of year accruals. A number of  
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services were received for which ACT had yet to receive an invoice and so 
consequently these are reflected in the end of financial year payable position. 

7. UNEARNED REVENUE 

Unearned revenue consists of contributions and other transfers received or 
receivable, but for which corresponding charges will be incurred after the reporting 
date. For the financial year ending 31 December 2015, €25.3m was attributable to 
BC Unearned Revenue (See Note 10).  
An additional €765k is attributable to Other Unearned Revenue and the majority of 
this (€551k) relates to NSIP, with the remaining balance (€214k) relating to the Trust 
Funds operated by HQ SACT (see Note 2 above). 
  

8. ADVANCE CONTRIBUTIONS 

Advance Contributions correspond to cash called from the Nations for the following 
financial year and represent approximately 25% of the total ACT budget allocation.  
 

 2015 2014  

   
Advance Contributions 28,344 36,786 

 
As outlined in Note 3 above, at 31 December 2015, ACT had not received full 
settlement of the 2nd 2015 cash call and therefore the advance contributions received 
by nations for 2016 is significantly lower than the previous year. 
 

9. Property, Plant & Equipment 

In early 2015, HQ SACT took control of the office space constructed as an extension 
to the main HQ building in Norfolk, Virginia, USA. This construction work had been 
ongoing for a number of years and takes the form of 2 additional wings to the HQ 
building. 

Although the revenues and expenses for this project did not go though the ACT 
accounting system, under the requirements of both IPSAS and the NATO 
Accounting Framework this construction is required to be capitalized. As such ACT 
reflects the asset value of the building extension, as well as the depreciation charges 
in these financial statements.  

Additionally, the costs associated with the heating and air conditioning system that 
was installed specifically for the building extension has been capitalized under 
installed equipment. Finally, the furniture that was installed in the new office 
accommodation afforded has also been capitalized and is shown as a separate 
asset. 

The figure detailed in the table below for installed equipment also includes the cost 
of a generator that was extensively modernised using NSIP funds held by HQ SACT. 
Since these latter costs, amounting to €370k, have been capitalized, the in-year 
expenses and matching revenues were removed at consolidation from the NSIP 
accounts in accordance with normal accounting procedure. 

Overall totals for the assets that have been capitalized and the associated 
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depreciation charges are shown in the Statement of Performance and Statement of 
Position. However, details of the individual categories of asset are show in the table 
below. 

 
 

Installed 
  

Buildings Equipment Furniture Total 

  EUR EUR EUR EUR 

Cost 
    

Balance at 1 January 2015 
    

Additions  
       

12,236,574  
          

1,998,667  
          

1,238,103  
        

15,473,344  

Disposals  
    

Revaluation         

Balance at 31 December 2015 
       

12,236,574  
          

1,998,667  
          

1,238,103  
        

15,473,344  

     
Accumulated depreciation 

    
Balance at 1 January 2015 0 0 0 0 

Depreciation expense 
             

280,421  
             

161,300  
             

113,493  

             
555,214  

Balance at 31 December 2015 
             

280,421  
             

161,300  
             

113,493  
             

555,214  

     
Net book value 

    
Balance at 1 January 2015 

    

Balance at 31 December 2015 
       

11,956,152  
          

1,837,367  
          

1,124,611  
        

14,918,130  

 

10. REVENUE 

Revenue is recognised to the extent that it is probable that the economic benefit will 
flow to ACT and that such revenue can be measured reliably.  Contributions, when 
called, are booked as an advance under unearned revenue and subsequently 
recognised as revenue when earned.  
 
The following key revenue items are presented: 
 
 

Recognised Revenue 2015 2014 

   
Assessment Calls/Contributions 143,770 126,681 
NSIP Revenue 349 22 
Other income 100  38  

 
An analysis of ACT’s cash receipts from Nations’ is as follows: 
 

  Euro USD NOK PLN 

‘000 ‘000 ‘000 ‘000 

Cash Receipt by currency during 2015 61,076 39,962 147,573 15,864 

Amount in Euros (for comparison only) 61,076 35,899 16,496 3,785 



NATO UNCLASSIFIED 

Allied Command Transformation 
Notes to the Financial Statements 
For the year ended 31 December 2015 
All amounts stated in Thousands of Euros (€’000), unless otherwise stated 

The Statement of Accounting Policies and the accompanying notes form part of the financial statements.   

NATO UNCLASSIFIED   Page 28 

 
Nations’ contributions are set by the requirements of the Nations’ cost shares, 
approved by the NAC. In this respect, the cash receipts in the table above represent 
the sums of money that Nations deposited on ACT bank accounts in relation to the 
two cash calls made by the NATO International Staff during 2015. ACT’s end of year 
cash position reflects the fact that as per Note 3, the nations had not settled all cash 
calls by 31 December 2015.   
 
Reconciliation of Revenue and Unearned Revenue:  
 

Unearned Revenue - Opening Balance 1 January 2015 
(31 December 2014 rate) 

 
16,311 

   Advance Contributions from 2014 36,786 
 Translation Adjustment 1,095 
 Contributions called and Received in 2015 117,256 
 Translation Adjustment 1,259 

 Contributions still to be Received 16,718 
 Transfer in from non-consolidated entity Budget 8,348 
 Total Contributions 

 
181,462 

  
197,773 

Advance Contributions for 2016 -28,344 
 Revenue recognised in 2015 -143,770 
 Translation Adjustment -368 
 

  
-172,482 

Unearned Revenue -  Closing Balance at 31 December 
2015 

 
25,291 

 

11. REIMBURSABLE REVENUE AND EXPENSES 

Reimbursable activity within ACT is comprised of two elements: activity undertaken 
between entities within the ACT consolidation group (inter-entity) and activity 
undertaken between the ACT group and a 3rd party (reimbursable).  The inter-entity 
activity has been eliminated from the ACT consolidated accounts.  That is to say that 
Revenue and Expenditure has only been recorded once in the accounts and not by 
both consolidating entities.  In addition, the end of year asset and liability position 
between consolidating entities has also been balanced and eliminated.  
 
With regard to 3rd party reimbursable activity some €8.3m of activity has been 
undertaken during 2015.  
 
The receivable in Note 3 includes €1.8m for invoices that still need to be prepared at 
the end of the financial year. For the majority of this amount, ACT has yet to receive 
and pay an invoice since the corresponding expenditure reflects accruals for goods 
and services provided. The receivable is necessary under the matching concept as 
the expense, although neither invoiced or paid, has been accrued due to the 
services already being delivered.  
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12. CHAPTER EXPENSES 

The expenditure shown in the Statement of Financial Performance has been  
calculated after charging the following main elements: 
 
 

 2015 2014 

Chapter 1   
Salaries & associated costs 26,611 23,993 
Consultants 1,396 1,182 
Training 820 663 
Other 362 374 

TOTAL 29,189 26,212 

   

Chapter 2   
General support and Utility costs 8,906 4,945 
Contractors 51,086 50,517 
Travel and subsistence 18,493 11,742 
AIS Support 28,658 27,683 
Mission equipment costs 99 141 
Communications 1,383 463 
Training 5,597 4,901 
R&D supplies 0 45 

TOTAL  114,222 100,437 

   

Chapter 3   
AIS Capital & Investment 66 19 
Communications Capital Investment 27 19 
Building Infrastructures 7 0 
Land & Structures 24 0 
Other 23 7 

TOTAL 147 45 

 
Expenses relating to contractors are reflected in Chapter 2 and reflects the Budget 
Committee guidance set out in paragraph 2.2.3 of MBC-M(2010)0039. A significant 
part of this category of expenditure is with the CMRE. In 2015, ACT incurred €26.7m 
of expenditure relating to contractor services provided by CMRE. The other 
significant amount expensed by ACT in relation to contractor costs were payments 
made to NCIA for the Programme of Work. In 2015, these amounted to €9m. An 
additional €5.5m were payments for contractors supporting deliverables at JWC. 
 
The increase in travel expenditure in 2015 is due to ACT recording expenditure for 
the participation in the LIVEX, Trident Juncture exercise; the participation of external 
HQs in TRIDENT Joust; in NOBLE JUMP and the deployment costs for 3 HQs in 
TRIDENT Jaguar.  These are not standard travel costs as these cover expenditure 
for the transportation of multiple HQs to exercise locations. 
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13. STAFF RESOURCES 

a) Analysis of staff costs - the aggregate staff costs, including grants and allowances 
paid, are detailed below. 

 

 2015 
 

2014 

Salaries of Civilian Staff   17,239 15,573 
Allowances of Civilian Staff 4,852 4,416 
Contributions to Health Insurance (c)  3,128 2,732 
Contributions to Pension Funds (d) 1,165 985 

 26,384  23,706  

 
b) Analysis of staff numbers - the number of full-time equivalent persons employed 
as at 31 December 2015 was: 
 

 
HQ 

SACT 
JWC JFTC JALLC 

Military 507 178 86 40 

Civilian 109 56 15 9 

Temporary Civilian  3 0 0 7 

Local Wage Rate (LWR) 0 10 0 0 

Total 619 244 101 56 

     Voluntary National Contributions 36 2 0 4 

Partnership for Peace (PfP) 4 1 2 1 

Overages in addition to VNC 2 2 0 0 

 
c) Health Insurance - all civilian members of ACT are members of the NATO Health 
Insurance Scheme, providing sickness, maternity, accident, disablement and death 
benefits to staff members, their spouses and children. Staff members pay 
contributions of approximately 4% to 9% of gross salary, which are matched by 
contributions paid by SACT. For 2015 ACT contributions totalled €3.128m. 
 
d) Contributions to Pension Funds 
  
The NATO Defined Contribution Pension Scheme: came into effect on 1 July 
2005 and provides for the communal investment of contributions in respect of civilian 
staff of ACT accorded international status under the NATO Charter. Staff pay 
contributions equivalent to 8% of their monthly basic salary, and ACT pays a 13% 
contribution. The assets and liabilities for this scheme are accounted for centrally at 
NATO Headquarters, located in Brussels, Belgium and are not recognised in these 
financial statements. 
 
The NATO Provident Fund: is a scheme where contributions are invested in a 
managed account. Staff members make contributions representing 7% of their 
monthly basic salary, and ACT makes a contribution of 14% of the same monthly 
salary.   
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The NATO Coordinated Pension Scheme: staff members make contributions 
representing 9.5% of their monthly salary.  
 
Contributions are expensed during the year in which the services are rendered and 
represent the total pension obligation for ACT. Total pension contributions of ACT 
across the 3 schemes outlined above totalled €1,165k during 2015. 
 
Untaken Leave 
NATO regulations allow civilian staff to carry forward untaken leave days to the 
following year. The regulation stipulates that any days carried forward must be taken 
by 30 April of the following year or the leave days are forfeited. Carry forward beyond 
this date is only approved by the Human Resources Branch in exceptional 
circumstances. At the end of 2015, ACT civilian staff across all Headquarters carried 
forward 1,650 leave days. Although this represents a liability to the organisation, the 
number of days is broadly consistent with previous years and the vast majority of 
days are taken by 30 April of the following year. In view of this fact, ACT does not 
recognise a liability in these financial statements. 
 

14. NATO SECURITY INVESTMENT PROGRAMME (NSIP) OVERVIEW 

The following NSIP (being the source of funding for the construction assets) account 
values are contained in these financial statements as detailed in the table below: 
 

 2015 2014 

   
Cash and Cash Equivalents 600 1,078 
Advances and Prepayments 0 0 
Payable (49) (22) 
NSIP Unearned Revenue (551) (1,056) 

Total Net Assets 0 0 

 
The activity for ACT during 2015 is limited to contributions from the Nations (€249k); 
payments of €656k; and revenue recognized (€349k). As stated in Note 9 above, for 
these ACT consolidated financial statements, expenditure of €370k was capitalized 
as PP&E. This related to the work that was completed on an electrical generator at 
HQ SACT. This work went beyond ongoing maintenance and involved a complete 
rebuild and modernisation of the asset. As a consequence NSIP expenditure is 
reported as €286k i.e. expenditure of €656k less capitalized amount of €370k. 

15. FINANCIAL INSTRUMENTS 

All financial instruments to which ACT is a party are recognized in the financial 
statements. 
 
Credit risk 
In the normal course of business, ACT incurs credit risk from trade accounts 
receivable and transactions with banking institutions. ACT manages its exposure to 
credit risk by: 
 

 holding bank balances and short-term deposits with registered banking 
institutions; and 



NATO UNCLASSIFIED 

Allied Command Transformation 
Notes to the Financial Statements 
For the year ended 31 December 2015 
All amounts stated in Thousands of Euros (€’000), unless otherwise stated 

The Statement of Accounting Policies and the accompanying notes form part of the financial statements.   

NATO UNCLASSIFIED   Page 32 

 maintaining credit control procedures over receivables 
The maximum exposure as at 31 December 2015 is equal to the total amount of 
bank balances, short-term deposits, and receivables disclosed in the Statement of 
Financial Position. Receivables considered uncollectible have been adequately 
provided for. ACT does not require any collateral or security to support financial 
instruments and other receivables it holds due to the low risk associated with the 
realization of these instruments. 
 
Currency risk 
ACT operates separate bank accounts in US dollars (USD), Norwegian krone (NOK), 
Polish zloty (PLN) and Euros. ACT incurs currency risk as a result of the conversion 
of foreign currency balances held in these bank accounts to Euros as at 31 
December 2015. The currency risk associated with this balance is considered 
minimal and therefore ACT does not hedge its foreign currency exposure. Foreign 
currency transactions are translated to Euro currency at exchange rates at the date 
of the transactions. 
 
Interest rate risk 
As ACT has no encumbered debt; no interest rate risk is identified. 
 
Fair values 
As at 31 December 2015, the carrying amounts approximate the fair values for all 
financial instruments held by ACT. 
 

16. RELATED PARTY TRANSACTIONS 
 
Controlled Entities: 
ACT controls the following reporting entities: 

 Joint Warfare Centre (JWC) 

 Joint Force Training Centre (JFTC)  

 Joint Analysis and Lessons Learned Centre (JALLC)  
 
NATO is an organisation set up under the 1948 Washington Treaty.  Those countries 
that were or have become parties to the Convention, the Member Nations, are 
regarded as related parties.  ACT, as one of the two NATO Strategic Commands, 
has, during the year, had various material transactions with these Member Nations. 
  
Key Management Personnel 
 
Under IPSAS 20 Parties are considered to be related if one party has the ability to 
control or exercise significant influence over the other party in making financial and 
operating decisions. IPSAS 20 requires the disclosure of the existence of related 
party relationships, where control exists, and the disclosure of information about 
entities and its related parties. This information is required for accountability 
purposes and to facilitate a better understanding of the financial position and 
performance of the reporting entity. 
 
No related party disclosure is made in these financial statements as key 
management personnel have no significant party relationships that could affect the 
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operation of this reporting entity. The Key Management Personnel are defined as 
senior members of the Command Group, who together constitute the Management 
Board of ACT. Remuneration received by individuals has been in accordance with an 
individual’s national military pay scale or in accordance NATO published salary 
scales.  During the period, no key managerial staff or other related parties has 
undertaken any material transactions with ACT during the year. 
 
In addition to the key management personnel of the Command Group, ACT has 
implemented several controls on staff who are involved in the contract award 
process to ensure that no related party factors could influence this procedure. During 
2016 it is intended to take these controls a step further by requiring all key 
management personnel to sign a related party disclosure document. This is currently 
at the staffing stage and will be in place prior to publication of the 2016 ACT 
Consolidated Financial Statements. 
 

17. REPRESENTATION ALLOWANCE 

Representation Funds are provided to SACT by the Nations’ Permanent 
Representatives to NATO for use at his discretion.  These funds are allocated in 
USD to the HQ SACT 257 budget but all numbers have been converted to Euro for 
the purpose of these financial statements.  

SACT allocates these funds to his subordinate Commanders, as he considers 
reasonable. For 2015 the Representation Funds allocated to SACT, and 
subsequently delegated, where as follows: 

Entity 
2015 Allocation   

(Eur) 

 HQ SACT              33,016  

 JWC                     3,765  

 JFTC                       1,064  

 JALLC                        640  

 TOTAL   38,485 

 

For 2015, ACT published a revised Directive governing the revised processes to 
cover the operation of Representation Funds. The use of these funds is monitored 
on a monthly basis through the office of the Financial Controller and they are also 
subject to annual audit by the IBAN. 

During the course of 2015 an exact total of €31,156 was expended across ACT. At 
the end of 2015, unused Representation Funds amounting to exactly €7,329 were 
lapsed and returned to the nations through the normal cash call process. 
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18. BUDGET EXECUTION STATEMENTS OVERVIEW 

Exchange Rates applicable to Budget Execution Statement: 
 

Year Initial 
Authorisati

on 

Mid-Yr 
Authorisa

tion 

Final 
Authorisation 

Net 
Commit

ment 

Actual 
Expenses 

Carry 
Forward 

2015 Jan 141 Jan 14 Jan 14 Dec 152 Ave 153 Dec 15 

2014/13 Dec 134 Dec 13 Dec 14 Dec 152 Ave 153 Dec 15 
1 Rate used in 2015 Budget authorisation 
2 Rate used to revalue outstanding commitments at year end prior to rolling forward 
to 2016 
3 Rate used in determining expenditure throughout the year 
4 Rate used to bring forward commitments remaining at year end 2014 

 
Expenditure Reconciliation: Budget Execution Statement / Statement of Financial 
Performance. IPSAS 24 requires a reconciliation of Budget Execution Statement 
data with the expenses recorded in the Statement of Financial Performance. The 
expenditure data is in the currency of the budget and then translated using an 
average exchange rate for the year.  
 
Expenditure recorded in Statement of Financial Performance: 
   
Chapter 71 29,189  
Chapter 72 114,222  
Chapter 73 147  

 
Total Expenditure 

  
143,558 

 
 

 

Financial Expenditure recorded in Budget Execution Statements: 
   
Budget 201 20,001  
Budget 252 2,895  
Budget 255 21,814  

Budget 256 6,259  
Budget 257 17,667  
Budget 258 52,535  
Budget 259 22,387  

   
143,558 

 
IPSAS 24. This Standard requires reconciliation between Budget Execution 
Statements and actual amounts presented in the financial statements where the 
financial statement and budget are not prepared on a comparable basis. Whilst the 
table above reconciles the actual expenses recorded in ACT’s Budget Execution 
Statements and the Statement of Financial Performance, the remainder of the 
Budget Execution Statements is prepared using a different basis.  

The Statements of Financial Position, Financial Performance, Changes in Net Assets 
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and Statement of Cash Flow are prepared on a full accrual basis, whereas the 
Budget Execution Statements, apart from “actual expenses,” are prepared on a 
commitment accounting basis. Significant budgetary transfers are detailed in the 
table below. 

Budgetary Lapses 
 
Lapses recorded on the Budget Execution Statement have a value of €9.677m.  This 
figure is generated as a direct result of the exchange rates. Lapses occur in the 
original currency in which the budget was approved by the BC.  
 

Budget Code 
Budget 

Currency 

Value of Lapse in Budget Currency Value of Lapse 
in Euro 

(Average Rate 
of Exchange) (figures shown as complete amounts) 

2013 2014 2015 Total 

201 USD 442 73 682 1,197 1,075 

252 EUR 0 5 97 102 102 

255 NOK 244 2,039 651 2,934 328 

256 PLN 465 330 2,740 3,535 843 

257 USD 575 583 2,361 3,519 3,161 

258 EUR 271 168 637 1,076 1,076 

259 EUR 683 192 2,216 3,091 3,091 

            9,677 

 

19. STATEMENT OF BUDGETARY TRANSFERS 

In accordance with the NATO Financial Regulations (NFRII Article 10 – FRP X c 3) 
budgetary transfers are recorded on the face of the accounts. All transfers were 
executed between budgets at the January 2014 rate of exchange.  The totality of 
transfers undertaken in 2015 do not breach the authorised Budget Authority outlined 
in in BC-BA(2015)003 dated 19 October 2015..  
 
In order to comply with the requirements of IPSAS 24 the significant budgetary 
transfers are detailed in the table below: 
 

Budget 
Code 

Curr
ency 

 Initial 
Budget   

 Final 
Budget  

Gross 
Transfer  

 Individua
l 
Transfers 

% of total 
transfers 

 Comment  

201 -HQ 
SACT USD 

      
22,736  

      
22,747              10           (115) 24% 

Transfer of STRE overhead costs to euro BC258 
  

     
         (121) 25% 

Transfer to BC 257 from overhead to HQ SACT 
Mission Support 

  
    

          246  51% 
Transfer from BC 252 ahead of unsuccessful 
carry forward request -surplus to requirement 

  
    

            10  99%   
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252 - 
JALLC EUR 

       
3,430  

       
2,953  

         
(477,494) 

         
(181,796) 38.1% 

Transfer to BC 201 ahead of unsuccessful carry 
forward request -surplus to requirement 

  
    

         
(136,232) 28.5% 

Transfer to BC 257 ahead of unsuccessful carry 
forward request -surplus to requirement 

  
    

         
(159,466) 33.4% 

Transfer to BC 258 ahead of unsuccessful carry 
forward request -surplus to requirement 

  
    

         
(477,494) 100.0%   

                

255 - 
JWC NOK 

    
206,735  

    
186,792  

     
(19,944) 

     
(15,797) 79.2% 

Transfer to BC 258 to support ACT Enterprise 
SLA with NCI Agency 

  
    

      (4,147) 20.8% 
Transfer to BC 259 as TRIDENT JOUST 
exercise funding to be incurred by JFC Naples 

  
    

     
(19,944) 100.0%   

                

256 - 
JFTC PLN 

      
30,548  

      
23,669        (6,879)       (5,466) 79.5% 

Transfer to BC 258 to support ACT Enterprise 
SLA with NCI Agency 

  
    

      (1,273) 18.5% 
Transfer to BC 259 as TRIDENT JOUST 
exercise funding to be incurred by JFC Naples 

  
    

      (6,739) 98.0%   

                

257 - 
HQ 
SACT 
POW  USD 

      
23,051  

      
23,193            142           (269) 35% 

Transfer of STRE and SEE travel costs to the 
euro BC 258 

  
    

          121  16% 
Transfer from BC 201 from Overhead to HQ 
SACT Mission Support 

  
    

          147  19% 
Transfer from BC 258 following reallocation of 
frozen funds to support Unified Vision 

  
    

          185  24% 
Transfer from BC 252 ahead of unsuccessful 
carry forward request -surplus to requirement 

  
    

          184  94%   

                

258 - 
HQ 
SACT 
POW  EUR 

      
49,960  

      
53,470         3,510         3,196  82% 

Transfer from BC 255 & 256 to support 
Enterprise SLA with NCI Agency 

  
    

          284  7% 
Transfer from BC 201 and 257 for STRE and 
SEE costs 

  
    

           (25) 1% Return of Surplus funds to the Nations 

  
    

           (28) 1% 
Transfer to SHAPE BC 101 to support Federated 
Mission Network Conference 

  
    

         (135) 3% 
Transfer to BC 257 following reallocation of 
frozen funds to support Unified Vision 

  
    

          159  4% 
Transfer from BC 252 ahead of unsuccessful 
carry forward request -surplus to requirement 

  
    

       3,451  98%   

                

259 - 
Exercis
es EUR 

      
14,486  

      
17,131         2,644            800  30.3% 

Transfer from BC 255 & 256 to TRIDENT 
JOUST costs incurred by JFC Naples 

  
    

          281  10.6% 
Transfer from ACO to support reallocation of 
Joint Electronic Warfare Core Staff reallocation 

  
    

       1,530  57.9% 
Additional funds received from the Nations to 
Support TRIDENT JUNCTURE 

  
    

       2,611  99%   
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20. STATEMENT OF CREDITS CARRIED FORWARD 

As required by the NATO Financial Regulations, credits committed and carried 
forward are separately disclosed by budget and by year in the Budget Execution 
Statements.  
 
ACT reported in the second Trimester report that it had received €6.673m from the 
ACO 2013 Reorganisation Budget to support Readiness Action Plan (RAP) related 
exercise activity. A further €1.675 was then requested and received, making a total 
of €8.348m. The details of these transfers, by Exercise and BC Decision Sheet are 
as follows: 
 

 Trident Joust - €1m (BC-DS(2105)0036) 

 Ramstein Guard - €135k (BC-DS(2105)0036) 

 Trident Juncture - €5.021m (BC-DS(2105)0045) 

 Noble Jump - €518k (BC-DS(2105)0047) 

 MoD ESP Trident Juncture works - €629k (BC-DS(2105)0052) 

 Noble Jump transportation - €1.045m (BC-DS(2105)0065 
 
This is the reason for the 2013, 259 budget in the Budget Execution Statement 
having no opening budget, then a significant increase at mid-year. Funds that had 
not been expended or accrued as at 31 December 2015 were lapsed. 
 

21. IPSAS DISCLOSURES 

 
Five new IPSAS pronouncements were issued in 2015 covering:  
 
IPSAS 34 Separate Financial Statements;  
 
IPSAS 35 - Consolidated Financial Statements;  
 
IPSAS 36 - Investments in Associates and Joint Ventures;  
 
IPSAS 37 - Joint Arrangements; and IPSAS 38 - Disclosure of Interests in Other 
Entities. 
 
The standards are effective for annual financial statements covering periods 
beginning on or after 1 January 2017. They have not been applied by ACT in the 
preparation of these 2015 Financial Statements and the new standards are not 
expected to have a material impact on the presentation of ACT Financial Statements 
  

22. MORALE & WELFARE ACTIVITIES 

Under the NAC approved NATO Accounting Accounting Framework implemented 
with effect from 01 January 2013, NATO entities should capture financial information 
in support of morale and welfare activities by way of a note disclosure to the financial 
statements and not consolidated in the financial statements. 
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In accordance with NATO reference documents PO(97)98 and MBC-DS(97)23, the 
consolidated 2015 Annual Report on MWA activity within the ACT Budget Group, 
has been submitted to the Budget Committee. 

23. STATEMENT OF WRITE-OFF

A summary table of write off is attached at Annex A to these financial statements. A 
full statement will be sent under separate cover to the Budget Committee. 

24. STATEMENT OF PERFORMANCE AND POSITION PER ENTITY

The tables on the following pages show the Statements of Position and Performance 
of the ACT Headquarters that are part of the consolidated group. There is also a 
table showing the entries made on consolidation. 
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Annex A to 2015 Annual Financial Statements 
for the ACT Group of Budgets 

Ref 7000 TSC MBX 0010/FC-27-16 
Dated 31 March 2016 

Annex A 

ACT Write off Report of International Property 2015 

Command Headquarters 

property 

Original cost 

(in currency) 

Number 

of RoS 

comments 

HQ SACT Equipment $641,829 11 ADP and communication equipment; 

ADP equipment surveyed as part of 

HOTO with NCIA 

JFTC Furniture PLN 54,711 28 beyond economical repair 

JFTC Equipment PLN11,354 10 beyond economical repair 

JFTC Miscellaneous PLN42,266 16 beyond economical repair 

JWC Furniture NOK389,897 2 beyond economical repair 

JWC Equipment NOK5,720,844 7 beyond economical repair 

JWC Miscellaneous NOK22,775 8 beyond economical repair 

JALLC Vehicles €25,308 1 1 vehicle past useful life. Originally 

purchased in 2002 and sold for €2k 

JALLC Equipment €1,250 1 beyond economical repair 
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