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IBAN REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS OF THE
RETIREES MEDICAL CLAIMS FUND FOR 2013

ACTION SHEET

On 24 March 2015, under the silence procedure, the Council noted the
IBAN report IBA-AR(2014)13 attached to C-M(2015)0015 and agreed the RPPB
recommendation regarding public disclosure.

(Signed) Alexander Vershbow
Deputy Secretary General

NOTE: This Action Sheet is part of, and shall be attached to C-M(2015)0015.
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IBAN REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS OF THE
RETIREES MEDICAL CLAIMS FUND FOR 2013
Note by the Deputy Secretary General
1.
I attach the International Board of Auditors for NATO (IBAN) report on the audit of
the financial statements of the Retirees Medical Claims Fund (RMCF) for the year ended
31 December 2013. The audit report sets out an unqualified opinion.
2.
The IBAN report was brought to the attention of the Resource Policy and Planning
Board (RPPB) and the Budget Committee (BC).
3.
In accordance with the Council decision of June 2012 (C-M(2012)0041), the RPPB
recommends that the IBAN report on the audit of the RMCF for the year 2013, the related
financial statements and other component parts should be made available to the public.
4.
I consider that no further discussion regarding this report is required. Consequently,
unless I hear to the contrary by 16:00 hours on Friday, 13 March 2015, I shall assume
that the Council has noted the IBAN report IBA-AR(2014)13 and agreed the RPPB
recommendation regarding public disclosure.

(Signed) Alexander Vershbow

3 Annexes
Original: English
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30 January 2015

NOTICE
AC/335-N(2014)0072-REV1
Silence Procedure ends:
9 Feb 2015 18:00
RESOURCE POLICY AND PLANNING BOARD

IBAN REPORT AND LETTER OF OBSERVATIONS AND RECOMMENDATIONS ON
THE AUDIT OF THE RETIREES MEDICAL CLAIMS FUND (RMCF) FOR THE YEAR
ENDED 31 DECEMBER 2013
Note by the Chairman
References: IBA-A(2014)152
IBA-AR(2014)13
1.
You will recall that silence was broken by one nation on AC/335-N(2014)0072
concerning the public disclosure of the subject IBAN report. Following consultations, an
additional paragraph has been added to this revised notice giving more details on the
involvement of the entity concerned (see paragraph 4 below).
2.
Council agreed in May 2012 (C-M(2012)0041) that, as of the reporting year 2013,
all unclassified IBAN reports, together with any related financial statements, should be
disclosed to the public, based on a case-by-case agreement by the Council based on a
recommendation by the RPPB.
3.
The IBAN issued an unqualified audit opinion on the 2013 audit of the Retirees
Medical Claims Fund and the unqualified audit report will be forwarded to Council for
notation, as per agreed procedures.
4.
The IS Financial Controller has reviewed the financial statements in accordance
with agreed policies (C-M(2012)0041 and C-M(2008)0116) and does not have any issues
which he wishes to highlight for consideration by the RPPB before it concludes its
recommendations to Council.
5.
The RPPB is invited to confirm that the subject audit report does not contain
information which, according to the NATO Policy on Public Disclosure of NATO
Information, shall be withheld from public disclosure, and in line with the agreed policy in
C-M(2012)0041, to recommend that Council agree to the public disclosure of the IBAN
report IBA-A(2014)152, the related financial statements and other component parts.
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6.
I do not believe it is necessary for the RPPB to discuss this matter at a meeting
and accordingly agreement will be assumed unless comments to the contrary are received
by 18:00 on Monday 9 February 2015.

(Signed) Giorgio Romano
Original: English

Note by the Secretary
On 9 February 2015, under the silence procedure, the RPPB confirmed the
recommendation to the Council regarding the public disclosure of the subject IBAN report
as proposed in paragraph 5 of AC/335-N(2014)0072-REV1.

(Signed) B. Hütten
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Summary Note for Council
by the International Board of Auditors for NATO (Board)
on the audit of the Financial Statements of the
NATO Retirees Medical Claims Fund (RMCF)
for the year ended 31 December 2013

The Retirees' Medical Claims Fund (RMCF) was set up with effect from 1 January
2001 pursuant to Council approval of PO(2000)123. The purpose was to establish a
reserve to ensure that sufficient funds are available for the years to come to enable
NATO to meet its obligations to pay the medical expenses of eligible retired staff
members and their recognised dependants.
The fund has a Supervisory Committee established to oversee the management of the
fund. The Committee meets at least twice a year.
In 2013, receipts from NATO bodies and staff remained constant at EUR 22.2 million.
Insurance premiums paid out of these receipts were EUR 14.8 million in 2013. At the
end of 2013 the fund manager held EUR 232.1 million on behalf of NATO.
The Board issued an unqualified opinion on RMCF Financial Statements and on
compliance for the year ended 31 December 2013.
During the audit, the Board made one observation and recommendation related to
better documenting the reasons why no Supervisory Committee meetings were held in
2013 as required by the NATO Civilian Personnel Regulations, which is in the Letter of
Observations and Recommendations (Annex 3).
The Board followed up on the status of observations from previous years’ audits and
noted that one is settled and two remain still outstanding. The status is summarised in
the Letter of Observations and Recommendations (Annex 3).
The report has been reviewed by the RMCF Supervisory Committee whose comments
have been incorporated in the report.
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INTERNATIONAL BOARD OF AUDITORS FOR NATO

AUDITOR’S REPORT ON THE FINANCIAL STATEMENTS OF

THE NATO RETIREES MEDICAL CLAIMS FUND
(RMCF)
FOR THE YEAR ENDED 31 DECEMBER 2013
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REPORT OF THE INTERNATIONAL BOARD OF AUDITORS
FOR NATO TO THE NORTH ATLANTIC COUNCIL

Report on the Financial Statements
The International Board of Auditors for NATO (Board) audited the accompanying
financial statements of the NATO Retirees Medical Claims Fund (RMCF), which
comprised the Statement of Net Assets Available for Benefits as at 31 December 2013
and the Statement of Changes in Net Assets Available for Benefits, the Cash Flow
Statement for the year then ended, and Notes to the Financial Statements, including a
summary of significant accounting policies.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the International Accounting Standard (IAS) 261
Accounting and Reporting by Retirement Benefit Plans and the requirements of the
NATO Financial Regulations as authorized by the North Atlantic Council (NAC). This
responsibility includes the design, implementation and maintenance of internal control
relevant to the preparation and presentation of financial statements that are free from
material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our
audit, which is conducted in accordance with our Charter and international standards on
auditing. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.
An audit involves performing procedures to obtain evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of
the financial statements, due to fraud or error. In making those risk assessments,
internal control relevant to the entity's preparation and presentation of financial
statements is considered in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
internal control. An audit also includes evaluating the appropriateness of accounting
policies used, the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

1

As the NATO Accounting Framework does not have a standard specific to accounting and reporting by
retirement benefit plans, the NATO International Staff presents the RMCF Financial Statements in
accordance with IAS 26.
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We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
Opinion on Financial Statements
In our opinion, the financial statements present fairly, in all material respects, the
financial position of RMCF as of 31 December 2013, the changes in financial position
thereof for the year then ended in accordance with the IAS 26.
Report on Compliance
Management’s Responsibility for Compliance
In addition to the responsibility for the preparation and presentation of the financial
statements described above, management is also responsible for ensuring that the
financial transactions and information reflected in the financial statements are in
compliance with the NATO Financial Regulations and the NATO Civilian Personnel
Regulations as authorised by the North Atlantic Council (NAC).
Auditor’s Responsibility
In addition to the responsibility to express an opinion on the financial statements
described above, our responsibility includes expressing an opinion on whether the
financial transactions and information reflected in the financial statements are, in all
material respects, in compliance with the NATO Financial Regulations and the NATO
Civilian Personnel Regulations. This responsibility includes performing procedures to
obtain reasonable assurance about whether the funds have been used for the
settlement of authorised expenditure and whether their operations have been carried
out in compliance with the financial and personnel regulations in force. Such procedures
include the assessment of the risks of material non-compliance.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
Opinion on Compliance
In our opinion, in all material respects the financial transactions and information
reflected in the financial statements are in compliance with the NATO Financial
Regulations and the NATO Civilian Personnel Regulations.
Brussels, 27 June 2014

Dr Charilaos Charisis
Chairman
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INTERNATIONAL BOARD OF AUDITORS FOR NATO

LETTER OF OBSERVATIONS AND RECOMMENDATIONS
FOR THE NATO RETIREES MEDICAL CLAIMS FUND FINANCIAL STATEMENTS
(RMCF)

FOR THE YEAR ENDED 31 DECEMBER 2013
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Introduction
The International Board of Auditors for NATO (Board) audited the NATO Retirees
Medical Claims Fund (RMCF) Financial Statements for the year ended 31 December
2013, and issued an unqualified opinion on the financial statements and on compliance.

Observations and Recommendations
During the audit, the Board had one observation pertaining to better documenting the
reasons why no Supervisory Committee meetings were held in 2013 as required by the
NATO Civilian Personnel Regulations.
The Board also followed up on the status of observations from previous years’ audit
reports and noted that one has been settled and two are still outstanding.
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OBSERVATIONS AND RECOMMENDATIONS
1.

NO SUPERVISORY COMMITTEE MEETINGS HELD IN 2013

Reasoning
Article 3 of Annex XIII-2 of the NATO Civilian Personnel Regulations (CPRs) requires
that a Supervisory Committee be set up to oversee the management of the RMCF. It is
required that two Committee meetings be held each year. At these meetings, the
Committee shall be briefed by the Investment Managers on investment strategy and
results.
Finding
The Board found that no meetings of the Supervisory Committee were held in 2013 as
required by the CPRs. The Chair of the Committee stated to the Board that there were
no such meetings because:
1) No changes were made to the investment strategy during the year, including
that all funds continued to be held in index funds,
2) Each member of the Committee received monthly statements from the
Investment Manager, and
3) No other business was required to be discussed.
Furthermore, the results of the asset and liability management study that had been
ordered in 2012 had still not yet been received as of the date of this letter. As a result,
the Committee did not feel it was necessary or economical to hold such meetings in
2013.
Recommendation
In general, the Board recommends compliance with the CPRs. However, if the
Committee does not believe that it is necessary or economical to hold a particular
meeting, the reasons for this should be clearly documented by the Chair of the
Committee and communicated in writing to all members of the Committee for their
written agreement.
Such documentation should be properly filed in order to
demonstrate that the Committee has fulfilled its responsibilities in relation to the RMCF.
Comment of the RMCF Supervisory Committee
During the audit, the Board had one observation pertaining to better
documenting the reasons why no Supervisory Committee meetings were held in
2013 as required by the NATO Civilian Personnel Regulations.
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From a factual perspective, it should also be noted that the funds are under a
passive management mandate. It is, therefore, easy to see from the reports
provided by the fund manager whether the invested funds are indeed following
the benchmark. This also contributes to a lesser requirement in terms of
overheads and formal meetings by the RMCF Supervisory Committee.
The observation is noted and will be addressed by the RMCF Supervisory
Committee.
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FOLLOW-UP OF PREVIOUS YEARS’ OBSERVATIONS
The Board reviewed the status of the observations and recommendations arising from
previous years’ audits. These observations and their status are summarised in the table
below.
Status of previous years’ observations
OBSERVATION/RECOMMENDATION
(1) Financial year 2012
IBA-AR(2013)25 – para. 5.3
The Board draws the attention of the Council
that there are currently not sufficient funds
available to enable NATO to meet its promised
future obligations as was the intention of the
plan, and recommends that, as was proposed
in SG(2009)0302, on the basis of the results of
the asset and liability study presented in the
December 2012 Supervisory Committee and
the related final report issued dated 30 April
2013, that the IS provides an estimate of the
minimum financial injection necessary to make
the RMCF sustainable.
The Board recommends also that the IS
provides all necessary information and any
remedial actions undertaken to limit the level
of obligations. This should be presented to
the nations as soon as possible in order to
allow for appropriate remedial actions, where
still feasible, to be made.

ACTION

STATUS

Comments from Financial Controller in
letter FC(2014)027:

Observation
Outstanding.

In 2006 the Advisory Group of
Financial
Counsellors
(AGFCN(2006)0028) assessed that the
RMCF best suits NATO's needs to
cover retirees' medical care and
proposed that the viability of the RMCF
be assessed every five years. An
actuarial study was ordered by the
Supervisory Committee and conducted
in 2008.
Council was subsequently updated on
the financial status of the RMCF
(SG(2009)0302) wherein it was noted
that there remained sufficient time for
correction of any shortfall. In this
framework, an asset and liability
management study was ordered in
2012 and will be finalized this year.
The purpose is to re-assess the
financial situation, including the
adequacy of the investment strategy
and to examine the various margins for
manoeuvre
(injection
of
funds,
contribution rates etc.).
The conclusions of this study will be
presented to the Budget Committee for
further action as required.
Comment from IBAN:
The asset and liability management
study referenced by the Financial
Controller has not yet been issued.
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OBSERVATION/RECOMMENDATION

ACTION
Paragraph 19 of IAS 26 specifically
requires that the financial statements
present
explanations
of
the
relationship between the actuarial
present value of promised retirement
benefits and the net assets available
for benefits.

STATUS

Comment of the RMCF Supervisory Committee
Financial year 2012
The Board draws the attention of the Council to this issue, and recommends that, as
was proposed in SG(2009)0302, on the basis of the results of the asset and liability
study presented in the December 2012 Supervisory Committee and the related final
report issued dated 30 April 2013, that the IS provides an estimate of the minimum
financial injection necessary to make the RMCF sustainable. The Board recommends
also that the IS provides all necessary information and any remedial actions
undertaken to limit the level of obligations. This should be presented to the nations as
soon as possible in order to allow for appropriate remedial actions, where still feasible,
to be made.
The first version of the Asset and Liability Management Study is planned to be
presented to the RMCF Supervisory Committee in June and, further to eventual
acceptance by them, to the Budget Committee.
(2) Financial year 2012
IBA-AR(2013)25 – para. 5.1
The Board recommends that the RMCF
Financial Statements disclose the number of
shares and the Net Asset Value per share in
each Fund the RMCF has invested in.

The
Board
found
that
the
recommendation was agreed and that
Note 5 to the 2013 RMCF Financial
Statements included this information.

Observation
Settled.

The Treasury team is currently not
being
provided
with
sufficient
information by the NATO Agencies and
NATO
Bodies
to
confirm
the
completeness and accuracy of the
contributions received from each
Agency. Therefore the internal control
introduced by the Treasurer is
ineffective as the Agencies are not
providing the required information.
There is a risk that amounts received
during the year are not accurate or
complete, and that this won’t be

Observation
Outstanding.

(3) Financial years 2010 and 2011
IBA-AR(2013)06 – para. 5.3
Weak internal controls on contribution
receipts
The Board recommends that the IS continue
developing control procedures that will allow it,
in a timely and systematic manner, to
determine that the monthly cash receipts from
the Agencies for the RMCF contributions are
accurate and complete.
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OBSERVATION/RECOMMENDATION

ACTION
detected by the IS in a timely manner.
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Comment of the RMCF Supervisory Committee
Financial years 2010 and 2011
The Board recommends that the IS continue developing control procedures that will
allow it, in a timely and systematic matter, to determine that the monthly cash receipts
from the Agencies for the RMCF contributions are accurate and complete.
NATO-IS Human Resources calculates contributions due from most NATO bodies
through the Personnel Management Information System (PMIS). This IT system allows
for a coherent approach to the payroll process for its NATO body members, therefore,
the risk that contributions are not paid or erroneous is very low and is an essential
component of the internal control system. For other contributing agencies, not part of
the PMIS, NATO-IS is dependent on the quality of information provided by the
remitters.
The NATO-IS Treasury has increased its controls and instructed payroll centres to
provide monthly information in a standard and coherent manner. Compliance with
these instructions has improved. E-mails are sent when the information has still not
been provided.
The IS OFC has also introduced an end-of-year process to check mutual balances with
NATO bodies which are not part of the PMIS system.

Board’s position
The Board notes the introduction of internal control procedures by the IS. In
respect to the receipt of timely information requested from other NATO bodies
not using PMIS, the Board will further monitor the extent of compliance with the
IS’s instructions as part of its audit of the 2014 RMCF Financial Statements.

NATO UNCLASSIFIED
3-11

