


What happened?

Second, Get the Competition and Markets Authority to look 

at two specific proposals: a breakup of the big four auditors 

or a separation of the auditing arms from their consultancy 

operations. 

Third, Concentration in this market has now reached absurd 

levels – the big four are auditors to 97% of FTSE 350 

companies. 

Carillion finance director, Richard Adam

“recklessness, 
hubris and 
greed”–
Carillion 
slammed by 
MPs

https://www.theguardian.com/business/2018/may/16/recklessness-hubris-and-greed-carillion-slammed-by-mps#img-1


2018

2017

2011

• ซือ้ Eaga (GW £329M.)
เพือ่ขยายธรุกจิไป
ตะวันออกกลาง 

• สิน้ปี 2011 
มี GW £1,431M. 
(39%ของสนิทรัพย์
รวม)

• Equity £982.5M.

2000-2005

มนีโยบาย
เตบิโต
ดว้ยการ
ซือ้กจิการ

1999

• Spin-off

• Listed in LSE
ทนุจดทะเบยีน
£163M.

Timeline and Overview

2006

ซือ้ Mowlem
(GW £430M.)

2008

• ซือ้ Alfred 
McAlpine 
(GW £615M.)

• ปี 2008
ม ีGW 30% 
ของสนิทรัพย์
รวม

2012-2016

• สญัญาโครงการ
มปัีญหาลา่ชา้

• การเงนิเริม่ขาด
สภาพคลอ่ง

• ผูถ้อืหุน้บางราย
เริม่ขายหุน้

• Finance Director 
คนใหมพ่บขอ้สงสยัในงบการเงนิ

• KPMG re-audit

• ตัง้ดอ้ยคา่รวม £1,204M.

• ตัง้ pension เพิม่ £120M.

• ราคาหุน้ตก
(£187.5>> £55.45)

• บรษัิทปิดตัวลง
ในเดอืนมกราคม 
2018 พรอ้มกบั
หนีส้นิ £1,5xxM.

Source : Carillion’s Annual report and House of Commons report HC769 published on 16 May 2018



Warning Signs

• Financial Information

Trend of borrowing Debt and Liab./Equity

Source : Carillion’s Annual report

Trend of Goodwill Working Capital ratio 



• Accounting Policy

Source : Carillion’s Annual report and House of Commons report HC769 published on 16 May 2018

Aggressive Revenue 

Recognition from 

Construction contract

Aggressive 

Accounting

Revenue Recognition from 

“traded not certified”

Misclassification of liabilities

- for pension

- for doubtful A/R

- for goodwill impairment 

Underestimated provision

ปี 2017 ผูส้อบบัญชตีรวจสอบใหมพ่บวา่
- มดีอ้ยคา่ลกูหนีส้ญัญากอ่สรา้ง และหนีส้นิจากสญัญาทีส่รา้งภาระ รวมมลูคา่ £1,045M.
- ตัง้ดอ้ยคา่ Goodwill เพิม่ £134M.
- ตัง้ pension ขาดไป £120M.
- มขีาดทนุสะสม £1,019M.

Warning Signs



Other benefit 

Remuneration Policy

Basic salary

Annual performance 
bonus and deferred 
bonus plan 

01

Long term share 
incentives

02

03

04

05

Pension benefit

- underlying profit 
before tax

- average/net debt

- performance 
condition

- growth in EPS
- share price



Insufficient 
audit 

evidence

Fair 
Value

What didn’t auditor do?

Improper risk 
assessment

Evaluating 
management 
assumption?

M&A
Goodwill

Budget 
cost

Provision

knowledge in 
auditing of 

construction 
contract?

Independence?
(x-audit)

(long association)
Contract 
details

Use of 
Expert?



Other Stakeholder

Management
Audit 

committee
Internal 
Audit Regulator

- Vision, leadership
and Responsibilities

- Business knowledge 
- Integrity

Investor

- Business knowledge 
and Responsibilities

- Following Regulator 
publication e.g. firm’s 
quality inspection

- Reporting and 
Advising key weakness 
on governance, internal 
control and financial 
reporting process
- Ongoing risk 
assessment & 
management

- Too Passive
- Only take action 
against management 
with accounting 
qualifications
(limitation on law & 
regulation)

- Monitor performance
- Checking on the 
effectiveness of 
leadership and quality 
of reporting

Source : Carillion’s Annual report and House of Commons report HC769 published on 16 May 2018



IAASB discussion paper



Thank you


