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Dear Reader,

Welcome to this first edition of our 
newly-implemented Practice Group 
Newsletter. We are very proud that 
we have collected a large variety of 
articles from member firms all over 
the world. We hope you enjoy reading 
it and find the information useful in 
your daily business. All authors of 
this newsletter are more than happy 
to provide further information on the 
topics if you address them directly.

 
The leadership team, consisting of 

Michel De Wolf from DGST, Andrew 
Jones from Haines Watts and myself, 
would like to especially express 
our thanks to all participating GGI 
members for contributing country-
specific topics, as well as cross-border 
issues, and thus making this first issue 
worthwhile reading. We hope that 
you share our enthusiasm and invite 
you to participate in the upcoming 
second edition after the GGI European 
Regional Conference in Prague.

 

As many of the authors will 
be present in Prague, do take 
the opportunity to join us in our 
Practice Group meeting to exchange 
knowledge in order to serve our 
clients in the best possible way. 

Please enjoy this first edition and 
hopefully we will meet in Prague.

Yours sincerely,

Boris Michels
Global Chairperson
GGI Auditing, Reporting
and Compliance Practice Group

Editorial

Disclaimer – The information provided in this newsletter came from reliable sources and was prepared from data as-
sumed to be correct; however, prior to making it the basis of a decision, it must be verified. Ratings and assessments reflect 
the personal opinion of the respective author only. We neither accept liability for, nor are we able to guarantee, the content. 
This publication is for GGI internal use only and intended solely and exclusively for GGI members.

Upcoming GGI Auditing, 
Reporting & Compliance  
Practice Group meetings: 

➜ Prague, Czech Republic
 10 May 2019
 GGI ARC PG Meeting 
 at the GGI European
 Regional Conference

➜ Houston (TX), USA
 21 June 2019
 GGI ARC PG Meeting
 at the GGI Pan-American
 Regional Conference
 
➜ Marrakech, Morocco
 08 November 2019 (TBC)
 GGI ARC PG Meeting
 at the GGI World Conference

➜ Bali, Indonesia
 06 December 2019 (TBC)
 GGI ARC PG Meeting
 at the GGI Asia-Pacific 
 Regional Conference
 

Diary
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By Boris Michels

“One of my great ambitions before 
I die is to fly in an aircraft that is 
on an airline’s balance sheet…”

  Sir David Tweedie, former  
  IASB Chairman, April 2008

IFRS 16 was published by the 
IASB in 2016 and is effective in the 
European Union from 01 January 
2019. In short, lessees are no longer 
obligated to account for lease 
transactions as operating or finance 
leases; instead, they have to recognise 
a so-called right-of-use asset and a 
mostly corresponding lease liability 
for almost all lease agreements. 
Subsequently, the right-of-use asset 
is usually amortised using the 

straight-line method and the lease 
liability must be compounded. A first 
impression of potential impacts of a 
first-time capitalisation could be off-
balance leasing liabilities (see Fig. A).

Relief: short-term leases, where 
the non-cancellable duration of the 
agreement is less than 12 months, 
and lease agreements under which 
the underlying assets are low of 
value, do not need to be capitalised.

Considering the capitalisation 
requirement for almost all leases since 
2019, the question is whether the new 
IFRS 16 leasing standard will have a 
negative impact on the attractiveness 
of leasing arrangements. Particularly 
in the case of investments such as real 

estate or financing of large machinery, 
off-balance accounting has been 
one of the main advantages of the 
leasing relationship for the lessee, 
but at the same time it has been 
the most frequently discussed point 
of criticism of leasing accounting 
(for clarification see Fig. A). 

With regard to the lessor, 
the accounting remains largely 
unchanged, as under IAS 17. 

So what are the KPI consequences 
for the lessee due to the application 
of IFRS 16, beginning with the 
interim financial statements 2019? 

First of all, the lessee has to
 ...next page 

Consequences of the
Implementation of 
“IFRS 16 Leases” on Key
Performance Indicators 

Company Stock Market Sector Off-balance lease liability (in kEUR)

Deutsche Telekom AG DAX telecommunication 16.527.000

Deutsche Post AG DAX transport & logistics 8.188.000

Volkswagen AG DAX automotive OEMs 5.745.000

Fresenius SE & Co. KGaA DAX health 4.471.000

Siemens AG DAX industrial goods and services 3.458.000

Daimler AG DAX automotive OEMs 2.528.000

adidas AG DAX consumer goods with retail outlets 2.501.000

Bayerische Motoren Werke AG DAX automotive OEMs 2.444.000

Deutsche Lufthansa AG DAX transport & logistics 2.135.000

RWE AG DAX energy & supply 2.050.000

SAP SE DAX IT technology and software 1.577.000

BASF SE DAX basic substances 1.509.000

Fig. A: Bloomberg, Off-balance lease liabilities, 2017
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prove whether an agreement 
contains a lease. Three criteria have 
to be checked for this purpose: 

 Is the object of the agreement 
an identifiable asset?

 
 Does the lessee have the right to 

obtain substantially the majority of 
the benefits over the period of use? 

 Does the lessee have the right 
to direct the use of the asset?

If all three criteria are met, the lease 
contract needs to be recognised in the 
financial statements. Furthermore, it 
must be verified that the lessor does 
not have a substantive substitution 
right of the asset. Then he must 
separate the components of the 

contract into lease and non-lease 
components. In addition, the lessee 
has to define the lease term. 

The difficulty is that the lease 
has a different term depending 
on the individual non-cancellable 
period of lessee and lessor and 
may be influenced by the different 
measurement of a short-term lease. 

As a result of implementing 
IFRS 16, the following KPI 
changes are expected:

 Total capital increases as previously 
unrecognised assets are now 
recognised in the balance sheet 
as right-of-use assets as well as 
the related lease liabilities. 

 Expenses will be higher in the 
beginning and lower at the end, 
because previously annual lease 
payments of the same amount will 
be replaced by the amortisation on 
the right-of-use asset and interest 
expense on the lease liability. 

 Due to the balance sheet extension 
the equity ratio will be reduced. 
The debt ratio increases. 

 In addition, the increased total 
capital also reduces the return on 
investment (ROI) and the asset 
turnover. EBIT, EBITDA and the 
operating cash flow increase due 
to the effect of the new on-balance-
sheet treatment on the income 
statement (as example see Fig. B). 

The compliance with loan 
covenants, effects on credit ratings, 
borrowing costs and EBIT based 
incentive systems should be analysed.

It remains to be seen what 
impact IFRS 16 will have on the 
leasing business model and whether 
the implementation of IFRS 16 
will result in the main objective 
of IFRS 16, i.e. that companies 
conduct less accounting policy 
through lease agreements.

nbs partners  is a multidisciplinary 
association of certified public 
accountants, lawyers and certified tax 
advisors with a focus on the audit and 
advisory of small, mid-size and large 
entities, as well as international groups 
and high-net-worth individuals. 

Boris Michels,  CPA, CVA, Tax Advisor 
is senior partner in the audit department 
of nbs partners in Hamburg and Global 

Chairperson of the GGI Practice Group 
Auditing, Reporting and Compliance. 
With more than 20 years of experience, 
Boris is responsible for international 
assignments and quality control. 

Boris Michels

GGI member firm
nbs partners
Auditing & Accounting, Tax,
Law Firm Services
Hamburg, Germany
T: +49 40 44 19 60 01
W: www.nbs-partners.de
Boris Michels 
E: michels@nbs-partners.de

Industry sector EBITDA (in millions of USD) EBIT

Reported
(IAS 17)

If all leases on
balance sheet
(IFRS 16)

Reported 
(IAS 17)

If all leases on
 balance sheet 
(IFRS 16)

Airlines 51.624 73.849 6,33 % 7,69 %

Retailers 270.403 347.716 6,01 % 6,66 %

Travel and leisure 50.299 63.279 11,80 % 13,15 %

Transport 71.177 87.580 10,00 % 10,70 %

Telecommunications 399.328 434.452 13,18 % 13,80 %

Energy 688.370 745.273 8,11 % 8,42 %

Media 118.156 128.959 17,70 % 18,29 %

Distributors 29.350 35.047 3,70 % 3,94 %

Information technology 298.655 312.392 18,28 % 18,50 %

Healthcare 254.616 265.181 15,41 % 15,63 %

Others 1.162.512 1.228.643 10,63 % 10,83 %

Total 3.394.490 3.722.371 10,19 % 10,58 %

Fig. B: IASB, Change of EBIT and EBITDA, 2016

http://www.nbs-partners.de
mailto:michels%40nbs-partners.de?subject=
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By Tom Parry 

The Risk Assessment Standards 
were issued in 2006. However, 
based on recent peer review data, it 
appears that many auditors continue 
to struggle with implementation. 

The four most common risk-
assessment violations that have 
been identified are failure to gain 
an understanding of internal 
control; incomplete or non-existent 
risk assessment; not linking risk 
assessment to their response; and 
assessing control risk as less than 
high without appropriate tests of 
controls. Here is a brief review of what 
is required in each of these areas to 
be in compliance with the Standards.

Internal Control
Auditors are expected to consider 

what could go wrong as the client 
prepares its financial statement, 
identify the controls intended to 
mitigate those financial reporting 
risks and evaluate the likelihood 
that the controls are capable of 
effectively preventing, or detecting and 
correcting, material misstatements.

Insufficient
risk assessment

Regardless of the nature and extent 
of substantive procedures, auditors are 
expected to identify the client’s risks 
of material misstatement (RMM) by 
gaining an understanding of the client 
and its internal control, assessing the 
risks at the relevant assertion level 
and financial statement level, and 

designing or selecting procedures 
that respond to those risks.

No linkage
Audit procedures should be 

responsive and unique to each client’s 
financial statement and relevant 
assertion-level risks for significant 
classes of transactions, account 
balances or disclosures, as no two 
entities have the same risks. The linkage 
is at the assertion (not account) level. 

Improper control risk
Auditors can only reduce control 

risk below maximum when they 
have tested controls and are relying 
on their operating effectiveness.

To access free resources to 
help you assess and respond 
to risk appropriately, visit the 
AICPA risk assessment toolkit at 
www.aicpa.org/eaq/aicpa-risk-
assessment-resources.html. 

Peer Review Focus
on Audit Risk Assessment

Navolio & Tallman LLP is a boutique 
CPA firm located in San Francisco. Their 
holistic approach to working with clients, 
their relationships based on trust, and 
their advanced accounting and tax 
expertise are the perfect combination to 
help clients meet and exceed their goals.

Tom Parry is in charge of quality 
control at Navolio & Tallman. He is the 
current chair of the AICPA Peer Review 
Board and member of the Quality Control 

task force of the Auditing Standards 
Board. He also provides peer review 
and quality control services at the firm 
and engagement level for other firms. 

GGI member firm
Navolio & Tallman LLP
Advisory, Auditing & Accounting,
Tax, Fiduciary & Estate Planning
San Francisco (CA), USA
T: +1 415 956 1750 
W: www.ntllp.com
Tom Parry
E:  tparry@ntllp.com

Tom Parry

http://www.aicpa.org/eaq/aicpa-risk-assessment-resources.html
http://www.aicpa.org/eaq/aicpa-risk-assessment-resources.html
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By Prof Dr Michel De Wolf  

As you may know, IOSCO and 
its worldwide “monitoring group” 
overseeing the world audit and 
ethical standard setting process, 
are focusing on audit standards 
for public-interest entities, with no 
interest for “SMEs”. This is, of course, 
of special concern for all non-Big-Four 
audit practices. Meanwhile, IAASB 
is launching a project around the 
question of the scalability of ISAs, 
which could lead to an “ISA for SME”. 

And there are many other 
challenges having a special relevance 

for SMPs, like the consequences of 
digitalisation, artificial intelligence 
and big data: these are more 
challenging for SMPs than for Big 
Fours, because of the huge needs 
in investment and training.

In this short article, I would like to 
recommend that non-Big-Four audit 
practices unite at national level.

Please think about the benefits 
of uniting SMPs at national level.

In Belgium, we have established 
an umbrella for SMPs within the 
audit industry called “Centre belge 

de concertation des réviseurs 
d’entreprises” (CBCR) in French 
and “Belgisch overlegcentrum der 
bedrijfsrevisoren” (BOBR) in Dutch. 
More or less one third of all Belgian 
registered auditors are members. 

The membership fee is small 
(no more than EUR 176 per year, 
depending on the number of 
auditors within the practice). The 
organisation has a political role, but 
also supports its members in terms 
of staff training, standard audit 
programmes and other services.

At the political level, we have 
concluded a political agreement 
with the Big Fours and the mid-tiers 
not represented by us (Mazars and 
BDO mainly), in order to jointly lead 
the official Institute of Registered 
Accountants (IRE/IBR). For instance, 
there is a share of the 14 seats within 
the Council of the IBR / IRE: seven 
for us, seven for the Big Fours, one 
for Mazars and one for BDO. And 
we keep a rotation at the level of the 
chairmanship of the official Institute: 
three years of chairmanship by a 
Big Four, and then three years of 
chairmanship by a non-Big Four. 

This good balance ensures 
that the SMP voice is duly heard 
within the official Institute and, at 
the same time, that this Institute 
may advocate externally for the 
whole profession and with the 
support of the entire profession.

Maybe this experience can be 
useful to other members of the GGI 
alliance. The author is happy to share 
additional details, if required. Please 
contact Prof Dr Michel De Wolf directly 
using the contact details on the left.

Audit and SMPs: 
There is a Way!

DGST Réviseurs d’entreprises promises 
its clients to deliver accurate, independent 
and effective advice. The core business 
of their audit services is statutory audits 
and assurance engagements. For DGST, 
auditing is not just about checking 
figures, but involves risk anticipation 
and enhanced risk awareness.

Prof Dr Michel De Wolf is an auditor, 
lawyer and honorary chairman of 
the Belgian Institute of Auditors. He 
specialises in high-level tax advice, financial 
analysis, IAS / IFRS, company law and 
consolidation. He has proven experience 
as an auditor and advisor, particularly 
in various non-profit organizations and 

public-sector entities. Prof Dr De Wolf 
is current chairman of CBCR/BOBR, the 
umbrella organisation for audit SMPs 
in Belgium. He is also a member of the 
accounting standard setter in Belgium, 
and a part-time judge. He is honorary dean 
of the Louvain School of Management.

GGI member firm
DGST Réviseurs d’entreprises
Advisory, Auditing & Accounting,
Corporate Finance, Tax
Brussels, Namur, Verviers, Belgium
T: +32 2 660 63 43
W: www.dgst.be
Prof Dr Michel De Wolf 
E: michel.dewolf@dgst.be

Prof Dr
Michel De Wolf

http://www.dgst.be
mailto:michel.dewolf%40dgst.be?subject=
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Part one of a two-part series.

By Helmut Havenith

Riding a crocodile, including a 
handshake with such a nice creature, 
was one of the challenges on my 
current business trip in West Africa. 
My main occupation, however, was 
running through three countries 
to dispatch professional duties 
under ISA 600 for an audit of 
consolidated financial statements.

Auditing consolidated financial 
statements has challenges on 
its own comparable to a swim in 
a crocodile lake; one of them is 

always hungry. Discussing those 
challenges beforehand with the client 

has the usual positive impact on 
performance and client relationship.

 Are the consolidated financial 
statements based on a 
standardised group reporting 
package or rather a compilation of 
statutory financial statements? 

 Are the underlying group 
accounting principles sufficiently 
detailed to cover all significant 
business activities? 

 Is the control environment in the 
flow of information strong at head-
office and at component level? 

Complexity is first driven by the 
number of activity lines and their 
spreading through the group’s entities.

The second driver is the number 
and diversity of jurisdictions involved. 
Local accounting standards often rule, 
each country has performance targets

 ...next page 

Riding a Crocodile –
Consolidated Financial
Statements

Luxembourg-based Audit Central SARL 
focuses on independent audit, assurance, 
internal audit and related services. For 
10 years, the firm has demonstrated 
steady growth in response to a continually 
expanding and diversifying client base. 
As Luxembourg is well positioned for 
group head offices, Audit Central quite 
frequently acts as group auditor.

After 20 years with Big Four companies, 
Helmut Havenith set up his own audit 
company in the multi-cultural and multi-

lingual Luxembourg some 10 years ago. 
With the help of his team, he is dedicated 
to the audit of groups, private equity, 
securitisation companies and other 
commercial and industrial companies.

GGI member firm
Audit Central SARL
Auditing & Accounting, Tax
Bertrange, Luxembourg 
T:  +352 661 111 263
W:  www.auditcentral.lu
Helmut Havenith 
E: hhavenith@auditcentral.lu Helmut Havenith 

http://www.auditcentral.lu
mailto:hhavenith%40auditcentral.lu?subject=
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By Andrea van der Giezen  

Your group audit “travel 
companion” should be a GGI 
member, of course! But how does it 
actually work? The specifics can be 

found in the International Standard 
on Auditing (ISA) 600 “special 
considerations – audits of group 
financial statements (including the 
work of component auditors)”. Let’s 
start with the most important rule 

about group audits, according to 
ISA 600: the group auditor (GA) is 
solely responsible for the audit of the 
entire group. So, no hiding behind 
component auditors then, which 
makes sense. The GA is responsible 
for the direction, supervision, and 
performance of the group audit, 
as well as the appropriateness 
of the group audit report.

As a group can be scattered all 
over the world, the GA needs to 
decide whether he (or she) is actually 
qualified to serve as GA. Relevant 
factors in this decision include the 
individual financial significance of 
the components, the extent to which 
significant risks are associated with 
the components, and his knowledge 
of the consolidation process of the 
overall financial statements. This 
can be challenging. Making these 
determinations requires sufficient 
knowledge of the group and 
(environment of) components.

Assuming that the GA 
successfully passed all these 
demands, he determines which 

Group Audits: The Actual
Execution of a Cross-Border 
Audit within GGI

JAN© Auditors & Tax Advisers 
B.V. is a Dutch audit and tax advisory 
firm, employing 170 people in four 
offices near Schiphol and Amsterdam. 
JAN© helps a wide range of (inter)
national clients, providing services in 
the areas of taxation, administration, 
audits, personnel, salaries and law.

Andrea van der Giezen RA, RB, is senior 
partner and a member of the Board of 

Directors of JAN©. Andrea is responsible 
for compliance and quality within JAN©. 
She has vast experience as an auditor. As 
well as being a certified public auditor, 
Andrea is also a chartered tax adviser.

GGI member firm
JAN© Auditors & Tax Advisers B.V.
Advisory, Auditing & Accounting, Tax
Amsterdam, Weesp, Rijnsburg,
Zwanenburg, The Netherlands
T: +31 88 2202 321
W: www.jan.nl/en/
Andrea van der Giezen
E: andreavandergiezen@jan.nl

Andrea
van der Giezen

and diversity in culture. Groups tend 
to believe that they are integrated.

IFRS has the ambition to solve 
some of these issues but can turn out 
to be the largest crocodile. Standards 
could be interpreted or applied 
inappropriately or inconsistently 
throughout jurisdictions. Component 

auditors could turn out to be inclined 
to accept such approaches.

In any case, IFRS is not a substitute 
for a control environment but requires 
an even stronger control environment.

When a consolidation involves 
EU jurisdictions or if the group is 

EU-based, a careful eye is required 
on standards and interpretations 
effectively endorsed. IFRS for 
SME is not and thus does not 
qualify for discharge of legal 
duties in its jurisdictions.

You can read part two 
on ISA 600 here.

http://www.jan.nl/en/
mailto:andreavandergiezen%40jan.nl?subject=
https://ggiforum.com/assurance/audits/1505-riding-a-crocodile-isa600.html
https://ggiforum.com/assurance/audits/1505-riding-a-crocodile-isa600.html
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By Ronald Krol

The treatment of real estate is 
different from the perspective of 
reporting in the Netherlands, as well 
as from the corporate tax perspective.

With regard to costs for major 
maintenance, these can only be 
processed from the financial year 
starting on or after 01 January 2019: 

a. In the book value of the relevant 
fixed asset, which often has a 
different useful life than the 
remainder of the asset and 
as a result a separate item 
to be depreciated arises. Any 
component to be replaced will 
be divested accordingly.

b. Via the maintenance provision, 
whereby additions to this 
provision are determined on the

 ...next page 

Real Estate and Reporting in 
Accordance with Dutch GAAP 
and the Effect on Corporate
Income Tax Act 1969

EJP Accountants & Adviseurs are 
auditors, advisers and challengers. 
Their 40 auditors and international tax 
lawyers have a wide range of expertise. 
Their main fields of expertise are Dutch 
corporate and personal income tax, 
international taxation, Dutch royalty, 
interest and dividend withholding tax, 
estate planning and wage tax. They 
have an AFM license to perform audits 
for the larger midsized companies.

Ronald Krol is managing senior 
accountant, specialised in SME firms 

both international and national. During 
his 25 years’ experience he has gained 
expertise in reporting, compliance, tax 
related aspects, MIS and finance aspects.

GGI member firm
EJP Accountants & Adviseurs
Auditing & Accounting, 
Corporate Finance, Tax
‘s-Hertogenbosch, The Netherlands
T: +31 73 850 72 80
W: www.ejp.nl 
Ronald Krol
E: ronaldkrol@ejp.nl Ronald Krol

subsidiaries are significant for the 
group, and which are not. For the 
significant components, he needs 
to make sure that the component 
auditor does the work not only in 
accordance with his audit strategy, 
but to a high standard as well. To 
ensure quality, the component 
auditor will be asked to show his 
willingness to comply with relevant 

ethical requirements, particularly 
independence. The professional 

competence is also related to 
the local regulatory environment 
that actively oversees auditors.

So, ISA 600 can be bluntly 
summarised as: the GA acts as team 
leader of an international team. As 
the Greek storyteller Aesop said, 
“In union, there is strength.” How 
applicable for us as GGI members!
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basis of an estimate of costs. 
Any additional costs can be paid 
through the profit and loss.

Looking from a tax perspective, with 
regard to the residual value of buildings, 
there is a fundamental difference. For 
this, the so-called “bottom value” is 
used for the residue value, the bottom 
value being the minimum book value to 
be taken into account. Until 01 January 
2019, the tax base value for real estate 
in a private business was 50% of the 

value as determined in accordance 
with the Valuation of Property Act and 
100% for investment property. As from 
01 January 2019, the limitation on 
depreciation, whereby the minimum 
book value is used as the floor value, 
has been increased for companies 
in private use from 50% to 100%.

The aforementioned leads to 
temporary valuation differences in 
assets that have to be expressed 
in the annual accounts through 

a deferred tax position. This will, 
unlike in the past, be more the rule 
than the exception. For the taxable 
or deductible temporary differences, 
a passive or deferred tax liability is 
assumed for future realisation or 
settlement of assets or liabilities. 
The assessment of the book value 
of the deferrals must be made 
again every balance sheet date. 

A detailed version of this article 
can be read on www.ggiforum.com.

By Jeffrey A. Ford

Much confusion exists regarding the 
capitalisation of software implementation 
costs, whether developed for internal 
use, purchased, licensed or incurred in a 
cloud computing arrangement. Examples 
of software for internal use include ERP, 
CRM and many other systems. This 

article does not apply to software for 
resale or for use in R&D. ASU 2018-
15, issued in August 2018, aligns the 
capitalisation requirement related to 
cloud computing arrangements with 
those otherwise acquired. Treatment 
of internal-use software costs varies 
based on when they are incurred 
among the following stages:

1. Preliminary Project Stage;
2. Application Development Stage;
3. Post-implementation-

Operating Stage;
4. Upgrades and Enhancements.

Both internal and external 
costs that are incurred in the 
Preliminary Project Stage are 

US GAAP
Accounting for Software
Implementation Costs

Grossman Yanak & Ford LLP is a 
full-service CPA firm, headquartered in 
Pittsburgh, Pennsylvania. Their accounting 
and consulting service offerings include 
audit and assurance, tax advisory and 
compliance, business valuation and 
litigation support, business advisory/
management consulting, and ERP solutions.

Jeffrey A. Ford is a founding partner at 
Grossman Yanak & Ford LLP. He has over 

30 years of experience, 
focused in audit and 
assurance, M&A 

transactions and technology consulting. Jeff 
has served a variety of ownership groups 
including public and private companies, private 
equity groups and international investors.

GGI member firm
Grossman Yanak & Ford LLP 
Advisory, Auditing & Accounting, Tax
Pittsburgh (PA), USA
T: +1 412 338 93 02
W: www.gyf.com
Jeffrey A. Ford
E: ford@gyf.com Jeffrey A. Ford

https://ggiforum.com/blog-home-switcher/1503-real-estate-and-reporting-in-accordance-with-dutch-gaap-and-effect-on-corporate-income-tax-act-1969.html
https://ggiforum.com/blog-home-switcher/1503-real-estate-and-reporting-in-accordance-with-dutch-gaap-and-effect-on-corporate-income-tax-act-1969.html
http://www.gyf.com
mailto:ford%40gyf.com?subject=
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expensed as incurred. Activities 
include requirements definition, 
vendor demonstrations, vendor 
selection, consultant evaluation 
and selection, and consideration of 
alternative paths to the objective.

The Application Development 
Stage includes software configuration 
and interfaces, coding, installation, 
and testing (including parallel 
processing). Internal and external 
costs incurred related to these 
activities should be capitalised. 
However, training and data conversion 
costs should be expensed.

Costs incurred during the Post-
implementation-Operating Stage 
are expensed. These costs typically 
include training, maintenance 
and ongoing support.

Upgrades and Enhancements 
are expensed or capitalised 
based on their nature. In short, 
costs are capitalised where it is 
probable that they will result in 
additional functionality of the 
software. Maintenance costs are 
expensed. Due care should be 
exercised regarding maintenance 
contracts with multiple elements.

Capitalisation of qualifying 
costs begins:

1) after completion of the 
Preliminary Project Stage; 

2) when management has committed 
to funding the software; and 

3) when it is probable that the project will 
be completed and the software used. 

Capitalisation ceases when the 
software is ready to use. Capitalised 
costs are amortised, typically on a 
straight-line basis, over appropriate 
estimated useful lives. Impairment 
guidance applies, of course.

By Carole Hong Tran

A law to reduce
the financial pressure
on SMEs 

The new “PACTE” law, passed 
last October, reflects the French 
government’s willingness to alleviate 
the regulatory burden on SMEs. 
According to the government, this 

measure should allow small businesses 
to save EUR 5,500 (i.e. the average 
fees for certifying SME’s accounts).

Harmonisation of
legal certification 
thresholds with
European regulations

It is to be noted that statutory 

auditors (CAC) are required for most 
types of companies in France and are 
appointed for six years by law. The 
new law will affect the thresholds 
as shown in the table below.

The designation of a 
CAC is mandatory only for 
companies fulfilling two of the 
three above obligations at the 
close of a financial year.

Serious
consequences for
the audit profession

The increase in the thresholds for 
legal certification is very bad news for 
every statutory auditor, as it could end

 ...next page 

A Risky Increasing of
Intervention Thresholds for 
Statutory Auditors in France

Criteria Before PACTE After PACTE

Total Balance Sheet ≥ EUR 1.55m for SARLs, SNCs
≥ EUR 1m for SASs

≥ EUR 4m

Turnover ≥ EUR 3.1m for SARLs, SNCs
≥ EUR 2m for SASs

≥ EUR 8m

Number of employees ≥ 50 for SARLs, SNCs
≥ 20 for SASs

≥ 50 
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most of the legal audit assignments 
in SMEs. CNCC, the body of 
the statutory audit profession 
in France, believes that this law 
would abolish at least 80% of the 
mandates of CAC in commercial 
companies, corresponding to an 
effective loss of 170,000 mandates 
and resulting in a six-year decrease 
of EUR 620m in turnover.

Effective
date of the
Act adopted

The principle of harmonisation 
was adopted in October 2018. The 
last amendments tabled by the 
Senators suggested the possibility of 
postponing the raising of the legal 
certification thresholds by 2021. 
However, members of Parliament 
have again voted in March 2019 in 

favour of the raising of the thresholds 
as early as 2019. The text thus voted 
must be the subject of a second 
reading before the Senate in April 2019, 

before the final vote by the National 
Assembly at the end of May 2019.

FIDAG SARL was created in 1985 and specialises in 
accounting, auditing and advice to SMEs where they are engaged 
in international operations, particularly tax issues, social and 
labour law, legal problems, accounting and the management of 
operations taking place in at least two different countries.

Carole Hong Tran is an Audit Manager at FIDAG, a French 
Chartered Accountant and an ACCA member, with considerable 
expertise in statutory audit and due diligence operations.

GGI member firm
FIDAG SARL
Audit & Accounting, Tax,
Advisory and Corporate Finance
Paris, France
T: +33 1 42 80 20 81
W: www.fidag.com
Carole Hong Tran 
E: carolehong.tran@fidag.com Carole Hong Tran

By Allan Mundell

IFRS 15 is effective for accounting 
periods that start on or after 01 January 
2018. As with various other recent 
amendments and new standards 
issued by the International Accounting 
Standards Board, the standard provides 
choices of the process to follow on 
transition. The usual retrospective 
transition method can be applied, 
which requires that the accounting 
policy determined in accordance with 
IFRS 15 is applied to comparative 
periods in accordance with IAS 8 
Accounting Policies, Changes in 
Accounting Estimates and Errors. 

As an alternative to the 
retrospective transition method, there 
is what is known as the “modified 
retrospective”, or prospective 
transition method. This allows for an 
entity to adjust its opening retained 
earnings in the year of adoption, 
and prior period disclosures remain 
unchanged. While this approach 
seems less burdensome, it does 
come with some complications. 

In addition to the business 
considerations and irrespective of 
the transition approach elected, 
IFRS 15 requires significantly 
more disclosures than what was 

IFRS 15 Revenue from
Contracts with Customers

http://www.fidag.com
mailto:carolehong.tran%40fidag.com?subject=
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Changes Regarding
the Auditor’s Opinion for
Non-PIEs in Germany
By Dr Thomas Geiger 

Starting with the current busy 
season, the wording of audit opinions 
for non-PIEs will be significantly 
different from the previously issued 
auditor’s opinions in Germany.

The new regulations are aiming for an 
increase of confidence in the audit and 
the validity of audit results, in particular 
by providing clearer statements on 
responsibilities, so that the problem 
of the so-called “expectation gap” 
will be reduced in the future.

From now on, the vital judgement 

will be formulated, contrary to previous 
practice in Germany, at the beginning 
of the auditor’s opinion, not at the 

end. In case the client prepares a 
management report that is subject to

 ...next page 

required under IAS 18. The revenue 
number will require disaggregation, 
information about what performance 
remains outstanding on open 
revenue contracts at the end of 
the reporting period will require 
disclosure, as will information about 
any judgements and assumptions 
applied by management in applying 
the new standard – just to list a few. 

Consideration of the process of 
adoption should be given its due 
consideration as soon as possible. 
The standard may impose different 
information requirements to what 
is currently available and, as such, 
reporting entities would need to ensure 
that they are adequately prepared in 
order to ensure a smooth transition.

You can read the full article 
on www.ggiforum.com.

Nolands SA is an international auditing 
firm located in twelve offices in all major 
centres in Africa. Nolands employs almost 
200 people and focuses on providing the 
best possible solutions for its clients. The 
company prides itself on being “not ordinary” 
and on its ability to integrate services 
and respond rapidly to clients’ needs.

Allan Mundell is the CEO of Nolands 
Incorporated and is based in Cape Town, 
South Africa. He holds an Honours degree 

in Accounting from the University of 
South Africa and qualified as a Chartered 
Accountant in 1999. Allan is currently the 
GGI Regional Chairperson of the Auditing, 
Reporting & Compliance Practice Group 
for the Middle East and Africa (MEA).

GGI member firm
Nolands SA
Advisory, Auditing & Accounting, 
Forensics & Tax
More than 10 offices throughout Africa
T: +27 21 658 6600
W: www.nolands.co.za
Allan Mundell
E: allanm@nolandscpt.co.za

Allan Mundell

https://ggiforum.com/blog-home-switcher/1500-ifrs-15-revenue-from-contracts-with-customers.html
https://ggiforum.com/blog-home-switcher/1500-ifrs-15-revenue-from-contracts-with-customers.html
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the audit, the independent auditor’s 
opinion will contain two separate 
audit opinions in the future: one for 
the annual financial statements and 
one for the management report.

The legal representatives’ 
responsibility and, where applicable, the 
responsibility of the Supervisory Board 
for the annual financial statements 
and the management report, will be 
pointed out in more detail and more 
clearly delineated from the auditor’s 
responsibilities in the context of 
the audit of the annual financial 
statements. The task and objectives 
of the audit, but also its limits, are 
therefore more transparent and easier 
to understand for the addressees.

Overall, it is emphasised that the 
auditor’s opinion is only based on 
a reasonable assurance, which is 
a high level of assurance but not a 
guarantee that an audit will always 
detect a material misstatement. 
By clarifying this, the public’s 
expectations regarding an audit 
shall be reduced so that the audit 
opinion is not to be understood 
as a confirmation for absolutely 
error-free financial statements.

In summary, it should be noted 
that the previous, usually maximum 
two-sided “formula opinion” now also 
for audits of non-PIEs, is obsolete. 
The opinion’s addressees in Germany 
must adjust to much longer and more 

individualised audit opinions. On the 
other hand, they will receive more 
meaningful information about the 
audited company and the scope of an 
audit than before. At least, that is what 
the new regulations are aiming for. 

Munkert & Partner, established in 1969 
and celebrating its fiftieth birthday this 
year, is a multi-disciplinary advisory firm 
providing tax and legal advisory, accounting 
and auditing, as well as corporate finance 
services mainly for mid-size clients 
as well as public-sector companies. 

Dr Thomas Geiger is the 
responsible partner for the 
business unit audit and audit-
related services within Munkert 

& Partner. After several years in one of 
the Big Four accounting firms he joined 
the company in 2007. He has almost 20 
years of experience in the audit of annual 
and consolidated financial statements 
as well as financial due diligences.

Dr Thomas Geiger

GGI member firm
Munkert & Partner 
Steuerberater Wirtschaftsprüfer
Rechtsanwälte GbR
Tax, Advisory, Auditing & Accounting 
Nuremberg, Germany 
T: +49 911 5987 0
W: www.munkert.de
Dr Thomas Geiger
E:  t.geiger@munkert.de

Can GGI Successfully
Participate in a Cross-Border 
Audit Tender Process? 
By Anders Hübertz Mortensen
and Mads Anker Jensen

During the autumn of 2018, one 
of our clients asked us if we could 
facilitate an audit tender for them. 
Their current solution in Germany 

and Switzerland was, for a number of 
reasons, unsatisfactory, due mainly 
to the fact they did not feel anyone 
had taken the responsibility as 
group auditor. This made the year-
end process slow and frustrating.  
For historical issues, our firm has a 

strong position in the group. They 
still wanted our company, Dansk 
Revision Randers (Denmark), to be 
the auditor for the Danish entity but 
wanted a change for the rest. We 
assisted the client in their quest. They 
had the following main criteria:

http://www.munkert.de
mailto:t.geiger%40munkert.de?subject=
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Dansk Revision Randers is a traditional 
audit and accounting firm with 100 
dedicated employees. It is an independent 
business advisor and consultant for 
small- and medium-sized, as well as larger 
entities, servicing them on a cost-effective 

basis. The firm has both national and 
international clients within a broad range 
of sectors and offers services ranging 
from personal, corporate, and tax advisory 
to payroll, accounting and audit.

Anders Hübertz Mortensen is a partner 
of Dansk Revision Randers and a Danish 
Chartered Accountant. His focus is on 
M&A and providing a one stop solution 

for primarily owner managed businesses. 
Mads Anker Jensen is a manager in the 

audit department and has great experience 
in providing cross border services.

Anders Hübertz 
Mortensen

Mads
Anker Jensen

GGI member firm
Dansk Revision Randers
Advisory, Auditing & Accounting,
Corporate Finance, Tax
More than 30 offices throughout Denmark
T: +45 89 12 50 00
W:  www.danskrevision.dk
Anders Hübertz Mortensen
E:  ahmo@danskrevision.dk
Mads Anker Jensen
E:  maje@danskrevision.dk

 Highly competent solution,
 Agreed timeline to be kept, and
 A one-stop solution. 

They demanded that the auditors 
should be able to work together and 
be part of the same alliance. Often 
clients think being part of the same 
alliance means having the same 
name. This raised the question: 
Can GGI members successfully 
participate in a cross-border audit 
tender process? From a “keep the 
client” perspective we were of course 
mostly interested in working with 
GGI member firms. This was for two 
reasons. We wanted to test if we could 
make a group audit solution within 
GGI and we felt that the chance of 
losing the client on a long-term basis 
would be lower. However, we also 
needed to ensure a solution that 
fulfilled the other criteria. After careful 
consideration we suggested some 
possible candidates to the client. 
The suggested candidates were:

 Baker Tilly in Germany 
and Switzerland

 Grant Thornton in Germany 
and Switzerland 

 nbs partners in Germany and 
Mattig-Suter und Partner in 
Switzerland – the GGI solution. 

The tender process ran for about 
three months, to the beginning 
of December. During the tender 
process, the GGI member firms 
made the best offer to the client, 
from a financial perspective but, 
more importantly, they also seemed 
genuinely interested in the client 
and invested time instead of just 
sending a PowerPoint made up 
of a standard solution. What was 
interesting during the process was 
that the client felt they received the 
same treatment from the two GGI 
firms which they received from us. 
In Dansk Revision, our core values 
are “Presence”, “Professionalism” 
and “Commitment” and this 

is also what the client felt they 
received when dealing with Boris 
Michels from nbs partners and 
Norbert Valis from Treuhand- und 
Revisionsgesellschaft Mattig-Suter 
& Partner. Both had a very proactive 
and professional approach and the 
joint bid from the two companies 
was absolutely competitive compared 
to the other tenders, not only in 
pricing but, more importantly, 
in meeting the client’s needs. 

So, the answer to the question is 
YES. GGI can successfully participate 
in a cross-border audit tender process. 
We will not hesitate to refer tenders to 
other GGI member firms in the future.

http://www.danskrevision.dk
mailto:ahmo%40danskrevision.dk?subject=
mailto:maje%40danskrevision.dk?subject=
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