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Illustration of the end-to-end consolidation process for SOEs:
1. Local accounting and trial balances
2. Standardization and mapping to IPSAS/national framework
3. Data validation and intercompany reconciliation
4. Consolidation adjustments and eliminations
5. Aggregation of detailed data into total/sub-totals to group-level accounts
6. Preparation of consolidated financial statements and disclosures

2. Data Flow Model – from SOE trial balance to Group F/S



3. Practical challenges - overview
Challenge

Define the consolidation perimeter Borderline cases:
- Corporations under joint control (PPPs, joint ventures)
- Public financial institutions (e.g. development banks, 

social security funds)
- Commercial SOEs in competitive markets
Classification and mapping of entities

Data, systems and timing issues - Heterogeneous accounting frameworks (IFRS, local 
GAAP, cash-based, modified accrual)

- Different reporting timelines and year-ends
- Inconsistent information (CoA/data structure, 

recognition coverage, valuations, disclosures)
- Elimination of intercompany transactions (identifi-

cation, remaining differences)

Governance & Audit - Coordination between central finance ministry, SAI 
and SOE auditors (focus, timing)

- Lack of common materiality thresholds
- Need for clear group auditor approach (ISA 600 logic)
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Core issue: decide on entities to be included, 
define how they are integrated

Core issue: get reliable & consistent data, 
align with government accounting policies

Core issue: ensure credibility of consolidated 
inform.



• Determine which entities are controlled by 
the government
• Apply IPSAS 35 control criteria
• Classify as: budgetary, extra-budgetary, 
SOE, or social security fund
• Document the basis for inclusion/exclusion 
in consolidation perimeter

• Link each entity’s accounts into the 
consolidation system
• Assign entity codes and reporting 
relationships
• Map chart of accounts to central 
consolidation structure
• Ensure consistent data collection and 
identification of intercompany transactions

Classification = 'Who is in the group?'     Mapping = 'How are they integrated into the system?'

Classification of Entities Mapping of Entities

3. Practical challenges: classification vs. mapping



3. Practical challenge - reporting package

Column 1: Primary Accounting 
Framework

Column 2: Adjustments Column 3: Unified Accounting 
Policies

Financials of the SOE based on the 
primary accounting framework of 
the individual entity

+ / - adjustments to align with the 
unified group accounting policies as 
described in a group accounting 
manual

Financials of the component based 
on the unified accounting policies for 
consolidation purposes
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Essential: harmonized data structure – CoA!



Practical Guidance – Consolidation SOEs
Supporting Guidance
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Practical guidance on accounting for 
SOEs is available, including how the 
IPSAS standards align with the 
relevant international standards and 
concepts on consolidation. 

You can download the guidance via 
the QR code below: 



3.  Practical challenge - reporting package

Column 1: Primary Accounting 
Framework

Column 2: Adjustments Column 3: Unified Accounting 
Policies

Financials of the SOE based on the 
primary accounting framework of 
the individual entity

+ / - adjustments to align with the 
unified group accounting policies as 
described in a group accounting 
manual

Financials of the component based 
on the unified accounting policies for 
consolidation purposes
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4. Actionable insights

Start with mapping and classification of entities

Develop a legal and data governance framework for consolidation

Invest in capacity building both in SOE´s and at the consolidation center

Use pilot consolidations before full rollout
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Thank you!

Thomas Müller-Marqués Berger
Mail: thomas@mmb-consult.com
Phone: +49 160 99080667
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