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Statutory Auditor’s Report 
To the General Meeting of Feintool International Holding AG, Lyss

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Feintool International Holding AG and its subsidiaries
(the Group), which comprise the consolidated statement of financial position as at December 31, 2018 and the
consolidated statement of comprehensive income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion the consolidated financial statements (pages 32 to 83) give a true and fair view of the consolidated
financial position of the Group as at December 31, 2018, and its consolidated financial performance and its consoli-
dated cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRS) and
comply with Swiss law.

Basis for Opinion

We conducted our audit in accordance with Swiss law, International Standards on Auditing (ISAs) and Swiss Au-
diting Standards. Our responsibilities under those provisions and standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are independent
of the Group in accordance with the provisions of Swiss law and the requirements of the Swiss audit profession,
as well as the IESBA Code of Ethics for Professional Accountants, and we have fulfilled our other ethical respon-
sibilities in accordance with these requirements.

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

Key Audit Matters

Accuracy and existence of revenue

Valuation and existence of inventories

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the consolidated financial statements of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.



 

Accuracy and existence of revenue
    

Key Audit Matter Our Response

Total consolidated net revenue of the financial year
2018 amounted to CHF 679,551 thousand. The
segment System Parts contributed 86% to these
revenues while the remaining 14% were realised in
the segment Fineblanking Technology.

Revenues are a key performance indicator for Feintool
and therefore in the focus of internal and external stake-
holders. In the segment System Parts, revenues com-
prise serial production parts while in the segment
Fineblanking Technology revenues comprise press
systems and tools. In the context of revenue recognition
different characteristics need to be considered in the
two segments:

The segment System Parts is characterised by high vol-
umes that are produced within a short timeframe by us-
ing customised tools. These tools are purchased by the 
client either from the Fineblanking Technology segment
or from third parties. In general, a client orders a cus-
tomised tool in connection with the corresponding serial
production. The correct recognition of revenue of such
multiple-component contracts is particularly relevant,
taking into account the respective delivery terms with a
view to a content aspect and the recognition in the ap-
propriate period.

In the Fineblanking Technology segment, the produc-
tion orders are recognised over time if the correspond-
ing criteria are met. The over time recognition takes into
account acquisition and manufacturing costs, as well
as other directly attributable costs. In addition, a portion
of the profit based on the stage of completion is also
recognised, if the likelihood of a profitable overall out-
come can be reasonably assured. There is a risk that
based on an incorrect determination of the stage of
completion or an incomplete estimate of the overall
costs, the receivables and payables or potentially re-
quired provisions for foreseeable losses of the projects
are not assessed correctly.

We assessed the revenue recognition for the different
revenue streams throughout the process, starting with
the order intake until final invoicing and also considering
the IT systems, and examined if transactions are recog-
nised in a complete and correct way. We also assessed
the operating effectiveness of key controls applicable to 
revenue recognition within the internal control system.

In addition, we performed, amongst others, the following
procedures in the segment System Parts:

- On a sample basis we reconciled revenues with the
corresponding supporting documents to confirm the
correct transfer of control related to the goods sold 
to the client and corroborated that revenues were
recognised accurately.

- Based on a sample of delivery notes and corre-
sponding receipts of payment we tested if the rev-
enues existed and were recognised in the correct 
period.

- In addition, we obtained third party confirmations on
a sample basis in order to reconcile the accounts re-
ceivable as of balance sheet date to the correspond-
ing revenues.

- As it relates to the multiple-component contracts,
we selected a sample to test if the individual com-
ponents were correctly recorded in the system also
taking into account the contractually agreed terms.

- We furthermore performed analytical procedures
including margin analysis, development of prices
and volumes of the largest clients and the distri-
bution of sales throughout the year.
Concerning the cut-off, we tested deliveries before
and after the balance sheet date.

Amongst others, our procedures in the segment
Fineblanking Technology comprised the following:

- Based on enquiries with employees and the testing
of selected control activities we validated that an ad-
equate sales order organisation exists, which allows
the application of the revenue recognition over time.
We also tested the reliability of the system and the
effectiveness of the key controls.

- In addition, we randomly selected individual pro-
jects and compared them to the underlying con-
tracts. We assessed whether for longer-term pro-
jects revenue recognition was in line with the

Annual Report 2018 | Report of the Statutory Auditor on the Consolidated Financial Statements 85



86
 

stage of completion of the project. We analysed
how the calculation and project risk provisions for
major projects developed in comparison with prior
periods and if past assumptions retrospectively
proved to be reasonable.

- On a sample basis, we agreed the recognised es-
timated revenues with the corresponding con-
tracts and performed recalculations. For projects 
with an expected loss, we tested if a provision in
the full amount of the anticipated loss was rec-
orded, regardless of the stage of completion.

For further information on revenue refer to the following:

— Note Accounting Principles on pages 38-48

— Note 1 Segment Information on pages 50-52

— Note 3 Net Sales on page 55



 

Key Audit Matter Our Response

Inventory (excluding work in progress and valuation al-
lowances on work in progress) as of December 31,
2018 amounted to CHF 73,228 thousand and repre-
sented a material position in the balance sheet.

Raw material: CHF 41,738 thousand
Finished and semi-finished goods: CHF 53,243 thou-
sand
Valuation allowance on inventories: CHF -21,753 thou-
sand

The business is characterised by high volume serial
production and the valuation and existence of invento-
ries is relevant to the business development.

Inventories are valued at manufacturing costs and their 
recoverability is periodically reviewed. Standard costs
need therefore to be compared to the actual costs. For
semi-finished and finished goods containing a signifi-
cant value added, the determination of the manufactur-
ing costs involves judgement.

Additionally there is a risk that for semi-finished and fin-
ished goods the manufacturing costs exceed the sales
price less selling and administrative costs (lower of cost 
or market).

Amongst others, we performed the following proce-
dures:

- To test the quantity of inventories at significant loca-
tions we assessed the corresponding inventory ob-
servation instructions and participated in selected
inventory counts on site. Based on samples we per-
formed test counts and compared the quantities
counted by us with the results of the counts of the
entity.

- We assessed the appropriateness of the processes
for incoming and outgoing goods and the identifica-
tion of obsolete items.

- We recalculated inventory valuation allowances
and

- compared them to source data on a sample ba-
sis.

- In addition, we evaluated changes in the valuation
basis and method. In the context of our testing of
the calculation we analysed individual cost compo-
nents and traced them back to the corresponding
underlying documents. We furthermore challenged
changes in unit costs.

- Based on inventory key figures we evaluated the
development of raw materials, semi-finished and
finished goods.

For further information on inventories refer to the following:

— Note Accounting Principles on pages 38-48

— Note 14 Inventories on page 61

Valuation and existence of inventories
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Other Information in the Annual Report

The Board of Directors is responsible for the other information in the annual report. The other information com-
prises all information included in the annual report, but does not include the consolidated financial statements,
the stand-alone financial statements of the Company, the remuneration report and our auditor’s reports thereon.

Our opinion on the consolidated financial statements does not cover the other information in the annual report and
we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other infor-
mation in the annual report and, in doing so, consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibility of the Board of Directors for the Consolidated Financial Statements

The Board of Directors is responsible for the preparation of the consolidated financial statements that give a true
and fair view in accordance with IFRS and the provisions of Swiss law, and for such internal control as the Board
of Directors determines is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Board of Directors is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the Board of Directors either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with Swiss law, ISAs and Swiss Auditing Standards will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of 
these consolidated financial statements.

As part of an audit in accordance with Swiss law, ISAs and Swiss Auditing Standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

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

— Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made.

— Conclude on the appropriateness of the Board of Directors’ use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions



 

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

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

— Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are respon-
sible for the direction, supervision and performance of the Group audit. We remain solely responsible for 
our audit opinion.

We communicate with the Board of Directors or its relevant committee regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any significant defi-
ciencies in internal control that we identify during our audit.

We also provide the Board of Directors or its relevant committee with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors or its relevant committee, we determine those
matters that were of most significance in the audit of the consolidated financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditor’s report, unless law or reg-
ulation precludes public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

In accordance with article 728a para. 1 item 3 CO and the Swiss Auditing Standard 890, we confirm that an
internal control system exists, which has been designed for the preparation of consolidated financial statements
according to the instructions of the Board of Directors.

We recommend that the consolidated financial statements submitted to you be approved.

KPMG AG

Roman Wenk Joel Meer-Rau
Licensed Audit Expert
Auditor in Charge

Licensed Audit Expert

Zurich, March 4, 2019

KPMG AG, Badenerstrasse 172, PO Box, CH-8036 Zurich

KPMG AG is a subsidiary of KPMG Holding AG, which is a member of the KPMG network of independent firms affiliated with KPMG International Cooperative
(“KPMG International”), a Swiss legal entity. All rights reserved.
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