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FOREWORD
PAUL EAGLAND, MANAGING PARTNER

The BDO story in the last year has been
one of great success against a backdrop of
change in the UK economy.
The world we live in is changing faster than
ever before. The last financial year saw
the first repercussions of the UK’s decision
to leave the EU, the continuing rise of
technology in business and the UK economy
struggling to lift levels of productivity.

I AM VERY PLEASED TO PRESENT THE
REPORT TO THE MEMBERS TOGETHER
WITH THE AUDITED CONSOLIDATED
FINANCIAL STATEMENTS OF BDO LLP, FOR
THE 52 WEEKS ENDED 30 JUNE 2017.

KEY HIGHLIGHTS
XX Underlying revenues1 of £427.8m – up
5.7% on the previous financial year
XX Targeted investment pays off as profits

increase to £87.6m – up 11.3% on the
previous year
XX Audit revenues of £150.7m - up 5.4% on

the previous year
XX Tax revenues of £135.2m – up 7.4% on

the previous year
XX Advisory revenues1 of £141.9m – up

4.5% on the previous year
XX Number one auditor for AIM companies
XX Nearly one third of our people promoted

– 1,175 internal promotions
XX For the third year running, we have the

highest proportion of clients that would
recommend us2

The accountancy profession is not isolated
from these changes. Brexit is just one
challenge. Automation and data analytics
as well as regulatory changes around Public
Interest Entities are fundamentally altering
the way accountancy and advisory services
are delivered.
At the same time we should not forget
that there will also be opportunities. The
UK remains a great place for international
firms to do business, with flexible labour
markets and business-friendly government
policies. The fall in the pound has created
opportunities for export-oriented businesses
and for domestically-focused companies
that can replace products and services from
abroad.
The great challenge for all accountancy firms
is to address the medium and long-term
changes brought about by technology and
regulation while delivering sustainable and
profitable growth during a very uncertain
time.
I’m pleased to report that through a
combination of targeted investments and
the hard work, talent and tenacity of our
people, BDO is doing just that.

BUSINESS PERFORMANCE
Underlying revenues totalled £427.8m,
growing 5.7% compared to £404.7m last
year. Our focus on profitable growth and
return on investment saw BDO’s profits
increase 11.3% to £87.6m compared to
£78.7m last year. As a result, the average
profit per partner is now £454,000 (an
increase of 22%). Our financial strength
means we are able to recruit and retain the
highly-skilled and specialised people our
business needs to grow sustainably.
Across the business, we have seen some
strong team performances. Our audit
practice achieved growth of 5.4% to
£150.7m. We are currently the number one
auditor for AIM companies and our focus on
quality has helped us drive growth.
The tax team has reported growth of
27% over the last two years and we have
continued to invest heavily in this area.
Revenues this year increased by another
7.4% to £135.2m as greater awareness about
the need to be tax compliant has driven
demand for our expertise.
It was a mixed year for our advisory teams
with variable growth across the business but
with impressive growth overall of 4.5% to
reach revenues of £141.9m. M&A performed
particularly well, largely thanks to our strong
sector expertise. Global Outsourcing also
had a strong year reflecting our unique
combination of understanding highgrowth entrepreneurial businesses and our
impressive global reach.

XX Accountancy Firm of the Year at the

British Accountancy Awards.

1. Underlying revenues is total revenue of £456.0m
(2016: £435.7m) less exceptional disbursements from
a one-off advisory project of £28.2m (2016: £31.0m).
Advisory revenue of £141.9m (2016: £135.8m) is net
of these exceptional disbursements.
2. Results from the mid-market monitor survey 2016
conducted by Meridian West.
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FOREWORD (CONTINUED)

This year
we have
promoted one
third of our
people (1,175)
in the UK...

...and have
recruited
25 additional
partners

Data analytics, big
data, benchmarking
and insight tools
remain a big
focus for us. The
development of our
global web-based
audit tool, BDO
Advantage, and
our suite of cloud
accounting services
called BDO Drive has
driven value for the
firm. BDO Drive has
seen revenue growth
of 40% in the last year
alone.

In a digital world, clients
are demanding more
value from their advisers.
However, technology plays
only a part in that.
It is our people that go that extra
mile for clients every single day
and it is our responsibility to ensure
they are engaged, motivated and
proud to work at BDO.
We have
welcomed
284 new
trainees...
...74 of them
on our
school leaver
programme

Our values set us apart and our unified
culture encourages people to be themselves.
We believe the people we attract and retain,
combined with the technology we deploy, is
changing the face of accountancy.
SUPPORTING THE UK ECONOMIC ENGINE
BDO works for over a third of FTSE 350
companies in an advisory or audit capacity
but we remain firmly committed to our
entrepreneurial-spirited, high-growth
heartland.
We believe our clients represent the UK’s
economic engine; they are the ambitious
businesses that fuel the UK economy.
In the post-Brexit world, we see the
economic contribution of these firms as
being more important than ever.
That’s why we are calling on the Government
to do more to help this under-valued and
overlooked segment of British business. We
are championing the causes of our clients
and will continue to do so.

US$7.6 billion
2016 revenue

Countries

Our strong financial
performance means we
can respond to market
changes by investing in
our business. Driving
sustainable profits
– not just now but
in the future - is at
the centre of our
investment plans.

This year we have promoted one third of
our people (1,175) in the UK, recruited 25
additional partners and welcomed 284 new
trainees including 74 on our award-winning
school leaver programme.

158

INVESTMENT IN PEOPLE
AND TECHNOLOGY

1,400 Offices

68,000 Staff

GLOBAL NETWORK
Globally, BDO’s international network
continues to go from strength to strength
and is something we are incredibly proud of.
Our network provides services in 158
countries, with 68,000 people in 1,400
offices worldwide. It has revenues of $7.6bn.
Of particular note is the success of our US
firm where revenues have increased from
$600m to $1.2bn over three years. In a
post-Brexit world where the transatlantic
relationship will only grow in importance,
this is an exciting indication of the growth of
our global firm.
As I reach the end of my first year as
Managing Partner I can reflect on a very
exciting 12 months for BDO. Despite all
the uncertainty around the world, we will
continue to focus on doing all that we can to
help our clients and people succeed.
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MEMBERS’ REPORT
FOR THE 52 WEEKS ENDED 30 JUNE 2017

REGISTERED OFFICE

DESIGNATED MEMBERS

BDO LLP is incorporated in the UK as a
limited liability partnership under the
Limited Liability Partnerships Act 2000 and
is referred to in these financial statements
as “the LLP”. The LLP’s registered office is 55
Baker Street, London, W1U 7EU

The following individuals were designated
members (as defined in the Limited Liability
Partnership Act 2000) during the year: Mark
Bomer, Paul Eagland, Scott Knight, Gervase
Macgregor and Mark Sherfield.

PRINCIPAL ACTIVITIES
The principal activity of BDO LLP (the ‘LLP’)
is the provision of professional services to
clients.
The consolidated financial statements
comprise the financial statements of the LLP
together with its subsidiary undertakings
(the ‘Group’). The subsidiary undertakings of
the LLP are set out in note 11 to the financial
statements. The LLP is the UK representative
firm of BDO International, a worldwide
network of accountancy firms, serving
national and international clients. Each BDO
Member Firm is an independent legal entity
in its own country.
BDO International’s UK territory includes
Northern Ireland. A separate firm operates in
Northern Ireland under the name ‘BDO’. This
firm is not part of the Group and accordingly
the results of the Northern Ireland firm are
not included within the LLP’s consolidated
financial statements.
RESULTS
The Group’s consolidated income statement
for the 52 weeks ended 30 June 2017 is set
out on page 7. The comparative period is for
the 52 weeks ended 1 July 2016.

Martin Goodchild ceased to be a designated
member on 1 July 2016 and Simon Michaels
and Calum Stewart ceased to be designated
members on 30 September 2016.
Chris Grove, Wendy Walton and Andy
Butterworth became designated members
on 1 October 2016.
MEMBERS’ PROFIT SHARES
Members are remunerated out of the profits
of the LLP and are personally responsible for
funding for their retirement.
The Leadership Team sets members’ profit
shares and reviews the allocation on an
annual basis. A proportion of profit is divided
through the period based on the annual
allocations.
Members’ profit shares comprise interest
on members’ balances, a monetary first
tranche and a second tranche based upon
the number of points held by a member, the
value of which is dependent upon the level
of profit achieved.
The final allocation of profits is made after
taking into account a variable third tranche
(that may be awarded for exceptional
performance or severance payments). There
is transparency amongst the members of
the total profit share divided between each
individual.

The taxation payable on the LLP’s profits is
a personal liability of the members during
the period. Retention from profits earned
up to the statement of financial position
date is made to fund payment of taxation
on members’ behalf. This is reflected in
members’ interests.
MEMBERS’ CAPITAL AND LOAN CAPITAL
Contributions to capital and loan capital
are made by members in such sums as are
recommended by the Leadership Team
and approved by the Partnership Council.
Members’ capital and loan capital are
repayable on or after retirement from
the LLP.
AMOUNTS DUE TO FORMER MEMBERS
Former member balances are disclosed in
the financial statements within payables.
DRAWINGS
The policy for members’ drawings is to
distribute the majority of profit during the
financial period, taking into account the
need to retain sufficient funds to settle
members’ income tax liabilities and to
finance the working capital and other needs
of the business. The Leadership Team sets
the level of members’ monthly drawings and
reviews this at least annually.
GOING CONCERN
The Leadership Team has a reasonable
expectation that the LLP has adequate
financial resources to meet its operational
needs for the foreseeable future and
therefore the going concern basis has
been adopted in preparing the financial
statements.
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MEMBERS’ REPORT (CONTINUED)
FOR THE 52 WEEKS ENDED 30 JUNE 2017

STATEMENT OF DISCLOSURE OF
INFORMATION TO AUDITORS
So far as the designated members are aware,
there is no relevant audit information of
which the LLP’s auditors are unaware and the
designated members have taken all the steps
that they ought to have taken as designated
members in order to make themselves aware
of any relevant audit information and to
establish that the LLP’s auditors are aware of
that information.
STATEMENT OF MEMBERS’
RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS
The members are responsible for preparing
the Report to Members and Group Financial
Statements in accordance with applicable
law and regulations.
Company law as applied to limited
liability partnerships by the Limited
Liability Partnerships (Accounts and Audit)
(Application of Companies Act 2006)
Regulations 2008 (the “Regulations”)
requires the members to prepare financial
statements for each financial period. Under
that law the members have elected to
prepare the group and parent LLP financial
statements in accordance with IFRS as
adopted by the EU and applicable law.

Under company law as applied to limited
liability partnerships the members must not
approve the financial statements unless they
are satisfied that they give a true and fair
view of the state of affairs of the group and
the LLP and of the profit or loss of the group
for that period. In preparing these financial
statements, the members are required to:
XX Select suitable accounting policies and
then apply them consistently
XX Make judgements and estimates that are

reasonable and prudent
XX State whether applicable IFRSs as

adopted by the European Union have
been followed, subject to any material
departures disclosed and explained in
the financial statements
XX Prepare the financial statements on

the going concern basis unless it is
inappropriate to presume that the group
and limited liability partnership will
continue in business.

The members are responsible for keeping
adequate accounting records that are
sufficient to show and explain the group
and LLP’s transactions and disclose with
reasonable accuracy at any time the financial
position of the group and LLP and enable
them to ensure that the financial statements
comply with the Companies Act 2006 and,
as regards the group financial statements,
Article 4 of the IAS Regulation as applied
to limited liability partnerships by the
Regulations.
The members are also responsible for
safeguarding the assets of the group and LLP
and hence for taking reasonable steps for the
prevention and detection of fraud and other
irregularities.
On behalf of the Leadership Team

………………………………………….
PAUL EAGLAND
Managing Partner

28 September 2017
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF BDO LLP

REPORT ON THE FINANCIAL STATEMENTS
OUR OPINION
In our opinion BDO LLP’s group financial
statements and limited liability partnership
financial statements (the “financial
statements”):
XX Give a true and fair view of the state
of the group’s and of the limited
liability partnership’s affairs as at 30
June 2017 and of the group’s and the
limited liability partnership’s profit and
cash flows for the 52 week period (the
“period”) then ended;
XX Have been properly prepared in

accordance with International Financial
Reporting Standards (“IFRSs”) as
adopted by the European Union; and
XX Have been prepared in accordance with

the requirements of the Companies
Act 2006 as applied to limited liability
partnerships by the Limited Liability
Partnerships (Accounts and Audit)
(Application of Companies Act 2006)
Regulations 2008.
WHAT WE HAVE AUDITED
The financial statements, included within the
Report to the Members and Group Financial
Statements (the “Annual Report”), comprise:
XX Consolidated and LLP statements of
financial position as at 30 June 2017
XX Consolidated income statement

and Consolidated statement of
comprehensive income for the period
then ended
XX Consolidated and LLP statements of cash

flows for the period then ended

XX Consolidated and LLP statements

of changes in equity and members’
interests for the period then ended
XX The notes to the financial statements,

which include a summary of significant
accounting policies and other
explanatory information.
The financial reporting framework that
has been applied in the preparation of the
financial statements is IFRSs as adopted by
the European Union and applicable law.
In applying the financial reporting
framework, the members have made a
number of subjective judgements, for
example in respect of significant accounting
estimates. In making such estimates, they
have made assumptions and considered
future events.
OTHER MATTERS ON WHICH WE ARE
REQUIRED TO REPORT BY EXCEPTION
ADEQUACY OF ACCOUNTING RECORDS
AND INFORMATION AND EXPLANATIONS
RECEIVED
Under the Companies Act 2006 as applicable
to limited liability partnerships we are
required to report to you if, in our opinion:
XX We have not received all the information
and explanations we require for our
audit; or
XX Adequate accounting records have

not been kept by the limited liability
partnership, or returns adequate for
our audit have not been received from
branches not visited by us; or
XX The limited liability partnership financial

statements are not in agreement with
the accounting records and returns.

We have no exceptions to report arising from
this responsibility.
RESPONSIBILITIES FOR THE FINANCIAL
STATEMENTS AND THE AUDIT
OUR RESPONSIBILITIES AND THOSE OF
THE MEMBERS
As explained more fully in the Statement of
members’ responsibilities in respect of the
financial statements set out on page 4, the
members are responsible for the preparation
of the financial statements and for being
satisfied that they give a true and fair view.
Our responsibility is to audit and express
an opinion on the financial statements
in accordance with applicable law and
International Standards on Auditing (UK
and Ireland) (“ISAs (UK & Ireland)”). Those
standards require us to comply with the
Auditing Practices Board’s Ethical Standards
for Auditors.
This report, including the opinion, has been
prepared for and only for the members of
the partnership as a body in accordance
with the Companies Act 2006 as applied to
limited liability partnerships by the Limited
Liability Partnerships (Accounts and Audit)
(Application of Companies Act 2006)
Regulations 2008 and for no other purpose.
We do not, in giving this opinion, accept or
assume responsibility for any other purpose
or to any other person to whom this report
is shown or into whose hands it may come
save where expressly agreed by our prior
consent in writing.
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF BDO LLP (CONTINUED)

WHAT AN AUDIT OF FINANCIAL
STATEMENTS INVOLVES
We conducted our audit in accordance
with ISAs (UK & Ireland). An audit involves
obtaining evidence about the amounts
and disclosures in the financial statements
sufficient to give reasonable assurance
that the financial statements are free from
material misstatement, whether caused by
fraud or error. This includes an assessment
of:
XX Whether the accounting policies
are appropriate to the group’s and
the limited liability partnership’s
circumstances and have been
consistently applied and adequately
disclosed;

We obtain audit evidence through testing
the effectiveness of controls, substantive
procedures or a combination of both.
In addition, we read all the financial and
non-financial information in the Annual
Report to identify material inconsistencies
with the audited financial statements and to
identify any information that is apparently
materially incorrect based on, or materially
inconsistent with, the knowledge acquired
by us in the course of performing the audit. If
we become aware of any apparent material
misstatements or inconsistencies we
consider the implications for our report.

XX The reasonableness of significant

accounting estimates made by the
members; and
XX The overall presentation of the financial

statements.
We primarily focus our work in these areas
by assessing the members’ judgements
against available evidence, forming our own
judgements, and evaluating the disclosures
in the financial statements.
We test and examine information, using
sampling and other auditing techniques,
to the extent we consider necessary to
provide a reasonable basis for us to draw
conclusions.

………………………………………….
Nigel Reynolds (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers
LLP
Chartered Accountants and Statutory
Auditors
London
29 September 2017
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CONSOLIDATED INCOME STATEMENT
FOR THE 52 WEEKS ENDED 30 JUNE 2017

Note
Revenue

4

52 weeks ended
30 June 2017

52 weeks ended
1 July 2016

(£m)

(£m)

456.0

435.7

5.6

5.3

Less other external charges: expenses and disbursements on
client assignments

(51.1)

(50.9)

Net revenue

410.5

390.1

Operating expenses

(317.9)

(306.5)

Other operating income

Operating profit

6

Net finance charges

7

Profit before tax
Tax expense in corporate subsidiaries
Profit from continuing operations for the financial period
before members’ remuneration charged as an expense

8

92.6

83.6

(1.2)

(1.7)

91.4

81.9

(2.4)

(1.9)

89.0

80.0

Members’ remuneration charged as an expense

(1.4)

(1.3)

Profit for the financial period available for discretionary
division among members

87.6

78.7
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CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME
FOR THE 52 WEEKS ENDED 30 JUNE 2017

Note
Profit for the financial period available for
discretionary division among members

52 weeks ended
30 June 2017

52 weeks ended
1 July 2016

(£m)

(£m)

87.6

78.7

1.3

(3.8)

1.3

(3.8)

Other comprehensive income/(expense)
Items that will not be reclassified to profit or loss:
Pension scheme net actuarial gain/(loss)
Other comprehensive income/(expense) for the year
Total comprehensive income

18

88.9

74.9
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CONSOLIDATED STATEMENT
OF FINANCIAL POSITION
AS AT 30 JUNE 2017

Registered number: OC305127

30 June 2017

1 July 2016

Note

(£m)

(£m)

9

8.4

8.4

10

18.4

23.7

26.8

32.1

Assets
Non-current assets
Intangible assets
Property, plant and equipment

Current assets
Trade and other receivables

12

151.4

147.0

Cash and bank balances

20

63.0

28.7

214.4

175.7

241.2

207.8

Total assets
Liabilities
Current liabilities
Trade and other payables

13

81.3

64.9

Loans and borrowings

13

22.7

15.4

104.0

80.3

10
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CONSOLIDATED STATEMENT
OF FINANCIAL POSITION
AS AT 30 JUNE 2017 (CONTINUED)

Registered number: OC305127

Note

30 June 2017

1 July 2016

(£m)

(£m)

Non-current liabilities, excluding members’ interests
Loans and borrowings

13

0.7

16.3

Provisions

14

14.1

13.1

Employee benefits - pension liability

18

9.1

11.2

23.9

40.6

Total liabilities, excluding members’ interests

127.9

120.9

Net assets attributable to members

113.3

86.9

Represented by:
Amounts classified as non-current liabilities
Members' capital

13

1.0

1.1

Amounts due to members

13

109.1

88.6

Amounts classified as equity

3.2

Total members’ interests

113.3

(2.8)
86.9

The financial statements on pages 7 to 49 were approved and authorised for issue on 28 September 2017 and signed on behalf of the members
of BDO LLP by:

……………………………………………………………….

……………………………………………………………….

Paul Eagland
Managing Partner

Mark Sherfield
Finance Partner
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LLP STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2017

30 June 2017

1 July 2016

(£m)

(£m)

9

-

-

Property, plant and equipment

10

12.3

17.7

Investments in subsidiary undertakings

11

5.2

5.2

17.5

22.9

Registered number: OC305127

Note

Assets
Non-current assets
Intangible assets

Current assets
Trade and other receivables

12

154.9

141.8

Cash and bank balances

20

52.3

20.0

207.2

161.8

224.7

184.7

Total assets
Liabilities
Current liabilities
Trade and other payables

13

51.5

40.6

Loans and borrowings

13

45.7

27.8

97.2

68.4

12
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LLP STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2017 (CONTINUED)

Registered number: OC305127

Note

30 June 2017

1 July 2016

(£m)

(£m)

Non-current liabilities, excluding members’ interests
Loans and borrowings

13

-

16.0

Provisions

14

10.4

9.0

Employee benefits - pension liability

18

9.1

11.2

19.5

36.2

Total liabilities, excluding members’ interests

116.7

104.6

Net assets attributable to members

108.0

80.1

Represented by:
Amounts classified as non-current liabilities
Members' capital

13

1.0

1.1

Amounts due to members

13

107.1

87.0

Amounts classified as equity

(0.1)

Total members’ interests

108.0

(8.0)
80.1

As permitted by section 408 of the Companies Act 2006 no separate income statement is presented for the LLP. The LLP’s profit available for
discretionary division among members for the period was £88.9m (2016 - £76.0m).

The financial statements on pages 7 to 49 were approved and authorised for issue on 28 September 2017 and signed on behalf of the members
of BDO LLP by:

……………………………………………………………….

……………………………………………………………….

Paul Eagland
Managing Partner

Mark Sherfield
Finance Partner
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CONSOLIDATED STATEMENT OF CHANGES
IN EQUITY AND MEMBERS’ INTERESTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017

At 4 July 2015

Members’
Capital (equity)

Members’
Capital
(liabilities)

Amounts due
to members’
(liabilities)

Total members’
interests

(£m)

(£m)

(£m)

(£m)

(10.6)

1.1

88.2

78.7

-

-

1.3

1.3

78.7

-

-

78.7

Pension scheme net actuarial loss

(3.8)

-

-

(3.8)

Foreign exchange on retranslation

-

-

-

-

74.9

-

1.3

(67.1)

-

67.1

Comprehensive income for the year:
Members’ remuneration charged as an expense
Profit for the period available for discretionary division
among members
Other comprehensive income for the year:

Total comprehensive income for the year

76.2

Contributions by and distributions to members:
Allocated profit

-

Introduced by members

-

-

9.8

9.8

Repaid to members

-

-

(12.4)

(12.4)

Amounts reclassified as amounts due to former members
within payables

-

-

(4.1)

(4.1)

Drawings and distributions

-

-

(61.3)

(61.3)

(2.8)

1.1

88.6

86.9

-

-

1.4

1.4

87.6

-

-

87.6

1.3

-

-

1.3

At 1 July 2016
Comprehensive income for the year:
Members' remuneration charged as an expense
Profit for the period available for discretionary division
among members
Other comprehensive income for the year:
Pension scheme net actuarial gain
Total comprehensive income for the year

88.9

1.4

90.3

Contributions by and distributions to members:
Allocated profit

(82.9)

-

82.9

-

Introduced by members

-

-

5.4

5.4

Repaid to members

-

(0.1)

(6.9)

(7.0)

Amounts reclassified as amounts due to former members
within payables

-

-

(3.8)

(3.8)

Drawings and distributions

-

-

(58.5)

(58.5)

3.2

1.0

109.1

113.3

30 June 2017
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LLP STATEMENT OF CHANGES IN
EQUITY AND MEMBERS’ INTERESTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017

Members’
Capital (equity)

Members’
Capital
(liabilities)

(£m)

Amounts due
to members’
(liabilities)

Total members’
interests

(£m)

(£m)

(£m)

(10.4)

1.1

85.3

76.0

76.0

-

-

76.0

Pension scheme net actuarial loss

(3.8)

-

-

(3.8)

Total comprehensive income for the year

72.2

-

-

72.2

(69.8)

-

69.8

-

At 4 July 2015
Comprehensive income for the year:
Profit for the period available for discretionary division
among members
Other comprehensive income for the year:

Contributions by and distributions to members:
Allocated profit
Introduced by members

-

-

8.7

8.7

Repaid to members

-

-

(12.4)

(12.4)

Amounts reclassified as amounts due to former members
within payables

-

-

(4.1)

(4.1)

Drawings and distributions

-

-

(60.3)

(60.3)

(8.0)

1.1

87.0

80.1

88.9

-

-

88.9

1.3

-

-

1.3

90.2

-

-

90.2

(82.3)

-

82.3

-

At 1 July 2016
Comprehensive income for the year:
Profit for the period available for discretionary division
among members
Other comprehensive income for the year:
Pension scheme net actuarial gain
Total comprehensive income for the year
Contributions by and distributions to members:
Allocated profit
Introduced by members

-

-

5.4

5.4

Repaid to members

-

(0.1)

(6.7)

(6.8)

Amounts reclassified as amounts due to former members
within payables

-

-

(3.8)

(3.8)

Drawings and distributions

-

-

(57.1)

(57.1)

(0.1)

1.0

107.1

108.0

30 June 2017
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LLP STATEMENT OF CHANGES IN
EQUITY AND MEMBERS’ INTERESTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017 (CONTINUED)

The Leadership Team sets the level of profit allocation on an annual basis, and considers this level of allocation to set the members’ monthly
drawings after considering the LLP’s working capital needs. Profit is formally divided amongst members throughout the year. Members’ profit
shares may be adjusted in the light of annual performance reviews. The final allocation of profits is made after taking into account a variable
third tranche (that may be awarded for exceptional performance or severance payments) and after the annual financial statements have been
approved by the members.
Where members are also directors of BDO Services, BDO Limited and BDO LLP Limited, they are paid a salary which is treated as members’
remuneration charged as an expense to the income statement.
Any unallocated profits are included in ‘Members’ capital (equity)’.
Members’ interests are subordinated to bank borrowings. Amounts due to members, incorporating members’ capital (liabilities), rank equally
with unsecured creditors in the event of a winding up. Members’ other interests, represented by members’ capital (equity), rank after unsecured
creditors.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE 52 WEEKS ENDED 30 JUNE 2017

Note

52 weeks Ended
30 June 2017

52 weeks Ended
1 July 2016

(£m)

(£m)

87.6

78.7

Cash flows from operating activities
Profit for the period
Impairment/amortisation of intangibles

0.3

1.5

Impairment/amortisation of investments

-

2.1

Depreciation

7.0

6.8

Loss on disposal of property, plant and equipment

0.1

0.7

Difference between pension charge and cash contributions

(1.2)

(1.2)

Finance expense

3.7

4.9

Finance income

(2.5)

(3.2)

Tax expense

2.4

1.9

Members' remuneration charged as an expense

1.4

1.3

(Increase)/decrease in trade and other receivables

(4.4)

4.2

Increase in trade and other payables

15.6

1.4

1.0

(1.6)

Increase/(decrease) in provisions
Cash generated from operations

111.0

UK corporation tax paid

(1.6)

Net cash flow from operational activities

109.4

97.5
(3.7)
93.8

Investing activities
Purchase of property, plant and equipment

(1.8)

(3.4)

Purchase of intangible assets

(0.3)

(0.4)

1.3

0.8

(0.8)

(3.0)

Proceeds from the sale of property, plant and equipment
Net cash used in investing activities
Financing activities

(58.5)

(61.3)

Introduced by members

Drawings and distributions to members

5.4

9.8

Repaid to members

(7.0)

(12.4)

Amounts repaid to former members

(1.7)

(1.6)

Loan repayments

(6.0)

(6.0)

Capital element of finance leases repaid

(0.7)

(0.5)

Interest paid (excluding interest paid to partners)

(0.8)

(1.4)

(69.3)

(73.4)

Net increase in cash and cash equivalents

39.3

17.4

Cash and cash equivalents at beginning of period

23.7

6.3

63.0

23.7

Net cash used in financial activities

Cash and cash equivalents at end of period

20
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LLP STATEMENT OF CASH FLOWS
FOR THE 52 WEEKS ENDED 30 JUNE 2017

Note

52 weeks Ended
30 June 2017

52 weeks Ended
1 July 2016

(£m)

(£m)

88.9

76.0

Cash flows from operating activities
Profit for the period
Impairment/amortisation of intangibles

-

0.3

Depreciation

5.4

5.3

Loss on disposal of property, plant and equipment

0.1

0.7

Difference between pension charge and cash contributions

(1.2)

(1.2)

Finance expense

3.7

4.9

Finance income

(2.5)

(3.2)

Dividend received

(11.0)

(3.3)

(Increase)/decrease in trade and other receivables

(13.1)

25.2

21.7

(19.4)

1.4

(0.5)

93.4

84.8

(0.3)

(0.1)

0.2

0.8

Dividends received

11.0

3.3

Net cash used in investing activities

10.9

4.0

(57.1)

(60.3)

(Increase)/decrease in trade and other payables
Increase/(decrease) in provisions
Net cash flow from operational activities
Investing activities
Purchase of property, plant and equipment
Proceeds from the sale of property, plant and equipment

Financing activities
Drawings and distributions to members
Introduced by members

5.4

8.7

Repaid to members

(6.8)

(12.4)

Amounts repaid to former members

(1.7)

(1.6)

Loan repayments

(6.0)

(6.0)

Interest paid (excluding interest paid to partners)

(0.8)

(1.6)

-

0.3

(67.0)

(72.9)

Net increase in cash and cash equivalents

37.3

15.9

Cash and cash equivalents at beginning of period

15.0

(0.9)

52.3

15.0

Interest received
Net cash used in financial activities

Cash and cash equivalents at end of period

20
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017

1 ACCOUNTING POLICIES
This section contains the Group’s significant
accounting policies that relate to the
financial statements as a whole. Significant
accounting policies specific to an accounting
area are included within the note dealing
with that accounting area. Accounting
policies relating to non-material items are
not included in these financial statements.
BDO LLP, a UK limited liability partnership
registered in England and Wales under
number OC305127. The registered office is
55 Baker Street, London, W1U 7EU
This section also refers to new EU endorsed
accounting standards, amendments and
interpretations and their expected impact, if
any, on the performance of the Group.

Companies Act 2006 as applied to Limited
Liability Partnerships and applicable IFRSs.
The financial statements are prepared on
a going concern basis and the accounting
policies have been consistently applied for all
periods presented.
BASIS OF CONSOLIDATION
The financial statements consolidate the
results and financial position of the LLP and
all its subsidiary undertakings. Intra-group
transactions, balances and profits or losses
on intra-group transactions have been
eliminated. Subsidiary undertakings are
fully consolidated from the date on which
control is transferred to the Group. They are
de-consolidated from the date that control
ceases. Uniform accounting policies have
been applied across the Group.

BASIS OF PREPARATION
The preparation of financial statements in
compliance with adopted IFRSs requires the
use of certain critical accounting estimates.
It also requires management to exercise
judgment in applying the chosen accounting
policies. The areas where significant
judgments and estimates have been made in
preparing the financial statements and their
effect are disclosed in note 3.
The results and financial position of each
subsidiary undertaking are expressed in
sterling, which is the functional currency of
the LLP and the presentation currency for the
financial statements.
ACCOUNTING CONVENTION
The financial statements have been prepared
under the historical cost convention,
except for the treatment of certain financial
instruments, in accordance with the

FOREIGN CURRENCIES
Transactions in foreign currencies are
recorded in sterling at the rate of exchange
ruling at the date of the transaction.
Monetary assets and liabilities denominated
in foreign currencies are translated into
sterling using the rate of exchange ruling
at the date of the statement of financial
position and the gains and losses on
translation are included in the income
statement.
NEW STANDARDS, INTERPRETATIONS
AND AMENDMENTS NOT YET EFFECTIVE
The following new standards, interpretations
and amendments, which are not yet
effective and have not been adopted early in
these financial statements, will or may have
an effect on the Group’s and LLP’s financial
statements.

NEW STANDARDS
IFRS 15 Revenue from contracts with
customers
IFRS 15 is intended to clarify the principles
of revenue recognition and establish a single
framework for revenue recognition.
The core principle is that an entity should
recognise revenue to depict the transfer of
promised goods or services to customers in
an amount that reflects the consideration
to which the entity expects to be entitled in
exchange for those goods or services.
IFRS 15 is effective for accounting periods
beginning on or after 1 January 2018 and
so will be applied by the Group from 1
July 2018. These changes are not expected
to have a material impact on the timing
or value of the firm’s revenue, although
more detailed monitoring of timing of
performance obligations will be required for
some work types.
IFRS 9 Financial instruments
IFRS 9 replaces IAS 39 Financial Instruments:
Recognition and Measurement in its entirety.
IFRS 9 uses a single approach to determine
whether a financial asset is measured at
amortised cost or fair value, replacing the
many different rules in IAS 39. The approach
in IFRS 9 is based on how an entity manages
its financial instruments (its business model)
and the contractual cash flow characteristics
of the financial assets.
IFRS 9 is effective for accounting periods
beginning on or after 1 January 2018 and so
will be applied by the Group from 1 July 2018
and it is not expected to have a material
impact on the group’s results.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017 (CONTINUED)

1 ACCOUNTING POLICIES (CONTINUED)
IFRS 16 Leases
IFRS 16 replaces the previous leases
Standard, IAS 17 Leases, and related
Interpretations.
IFRS 16 sets out the principles for the
recognition, measurement, presentation
and disclosure of leases for both parties to a
contract, i.e. the customer (‘lessee’) and the
supplier (‘lessor’).

XX Applying IFRS 9 Financial Instruments

with IFRS 4 Insurance Contracts
(Amendments to IFRS 4)
XX Annual Improvements to IFRSs (2014-

2016 cycle)
XX IFRIC 22 Foreign Currency Transactions

and Advance Consideration
XX Amendments to IAS 40: Transfers of

Investment Property
XX IFRIC 23 Uncertainty over Income Tax

Treatments

IFRS 16 substantially carries forward the
lessor accounting requirements in IAS 17.
Accordingly, a lessor continues to classify its
leases as operating leases or finance leases,
and to account for those two types of leases
differently.

The above amendments, none of which
are yet endorsed for use in the EU, are not
expected to materially impact the group’s
results.

IFRS 16 is effective for accounting periods
beginning on or after 1 January 2019. The
standard is not yet endorsed for use in the
EU, the expected date of endorsement is
late 2017. Subject to EU endorsement, IFRS
16 will be applied by the Group from 1 July
2020. If the group had adopted IFRS16 at
30 June 2017 the effect would have been to
recognise a right-of-use asset and a lease
liability estimated at £138.6m.

Revenue represents amounts recoverable
from clients for professional services
provided during the year. It is measured
at the fair value of consideration received
or receivable on each client assignment,
including expenses and disbursements but
excluding Value Added Tax. Revenue is
recognised when the amount can be reliably
measured and it is probable that future
economic benefits will flow.

AMENDMENTS TO EXISTING STANDARDS
XX Recognition of deferred tax assets for

unrealised losses (Amendments to IAS
12)
XX Disclosure Initiative: Amendments to

IAS 7
XX Clarification to IFRS revenue from

Contracts with Customers
XX Clarification and Measurement of

Share-based Payment Transactions
(Amendments to IFRS 2)

2 REVENUE

Revenue recognition occurs in the period in
which services are rendered by reference to
the stage of completion, which is assessed
on actual services provided as a proportion
of total services to be provided.
Revenue in respect of contingent fee
assignments, over and above any agreed
minimum fee, is recognised when the
contingent event occurs.

Unbilled revenue on individual client
assignments is included as accrued income
within trade and other receivables. Where
individual on-account billings exceed
revenue on client assignments, the excess
is classified as deferred income within trade
and other payables.
3 JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY
The Group makes certain estimates and
assumptions regarding the future. Estimates
and judgements are continually evaluated
based on historical experience and other
factors, including expectations of future
events that are believed to be reasonable
under the circumstances. In the future,
actual experience may differ from these
estimates and assumptions. The estimates
and assumptions that have a significant
risk of causing a material adjustment to the
carrying amounts of assets and liabilities
within the next financial year are discussed
below.
The principal estimates and judgements
that could have significant effect upon
the Group’s financial results relate to the
fair value of unbilled revenue on client
assignments, receivables valuation,
provisions in respect of client claims and
goodwill impairment. In addition, the net
deficit or surplus disclosed for each defined
benefit pension scheme and annuity
provisions are sensitive to movements in the
related actuarial assumptions, in particular
the discount rate, inflation and mortality.
Where appropriate present values are
calculated using discount rates reflecting the
currency and maturity of the items being
valued. Further details of estimates and
judgements are set out in the related notes
to the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017 (CONTINUED)

4 ANALYSIS OF REVENUE, OPERATING PROFIT AND NET OPERATING ASSETS BY BUSINESS STREAM
Revenue

Operating profit

Net operating assets

52 weeks ended
30 June 2017

52 weeks ended
1 July 2016

52 weeks ended
30 June 2017

52 weeks ended
1 July 2016

52 weeks ended
30 June 2017

52 weeks ended
1 July 2016

(£m)

(£m)

(£m)

(£m)

(£m)

(£m)

Audit

150.7

143.0

26.7

26.0

34.2

31.9

Advisory

170.1

166.8

26.8

25.0

45.4

47.1

Tax

135.2

125.9

41.7

36.3

37.5

36.2

456.0

435.7

95.2

87.3

117.1

115.2

(2.6)

(3.7)

92.6

83.6

Unallocated

456.0

435.7

(3.8)
113.3

(28.3)
86.9

All of the revenue arose from continuing operations in the UK.
Advisory revenue for the period was £141.9m (2016: £135.8m) after ignoring the effect of exceptional disbursements from a one off advisory
project, of £28.2m (2016: £31.0m).
Net operating assets attributable to the business streams include property related assets and liabilities, net client receivables, accrued income,
provisions for foreseeable losses and specific staff liabilities. All other assets and liabilities including balances with partners, cash and debt,
goodwill, other provisions and retirement benefit balances are not directly attributable to the streams. Unallocated items affecting operating
profit represent central costs that are not directly attributable to the streams.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017 (CONTINUED)

5 EMPLOYEES AND MEMBERS

Group
52 weeks ended 30 June 2017

Group
52 weeks ended 1 July 2016

(£m)

(£m)

Staff costs (excluding members) consist of:
Wages and salaries

163.4

154.8

3.0

3.3

Social security costs

18.4

17.5

Other pension costs

14.4

13.8

199.2

189.4

Number

Number

1,635

1,476

Advisory

752

728

Tax

737

721

Central support

351

408

3,475

3,333

Settlement costs

Audit

The LLP did not incur any employment costs (excluding members) in the financial period and did not employ any staff during the
financial period.
The average number of members was 193 (2016 - 212). The full-time equivalent number of members serving on the Executive Board
during the year to 30 June 2017 was 6 (2016: 7). The estimated profit attributable to the members of the Executive Board amounts to
£6.3m (2016: £6.4m).
Certain members received £1.4m in respect of their services to the Group (2016 - £1.3m), which has been charged to the income
statement as members’ remuneration charged as an expense.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017 (CONTINUED)

6 GROUP OPERATING PROFIT
Group operating profit is stated after charging/crediting:
52 weeks ended 30 June 2017

52 weeks ended 1 July 2016

(£m)

(£m)

Depreciation of property, plant and equipment - owned

6.3

6.3

Depreciation of property, plant and equipment - under finance leases

0.7

0.5

-

1.3

Amortisation of other intangibles

0.3

0.2

Loss on disposal of property, plant and equipment

0.1

0.7

Operating lease rentals - plant and machinery

0.9

1.1

16.8

18.6

Audit of the LLP and consolidated financial statements

0.1

0.1

Audit of the Group’s subsidiaries pursuant to legislation

0.1

0.1

0.2

0.2

Impairment of goodwill

Operating lease rentals - land and buildings
Services provided by and fees payable to the Group’s auditors:

Group operating profit is stated after crediting income received through sub-letting land and buildings of £4.1m (2016 - £3.5m).
7 FINANCE CHARGES
52 weeks ended 30 June 2017
(£m)

52 weeks ended 1 July 2016
(£m)

Finance expense:
Bank loans and overdrafts

0.8

1.5

Interest cost on pension liabilities (note 18)

2.9

3.4

3.7

4.9

-

(0.1)

(2.5)

(3.1)

(2.5)

(3.2)

1.2

1.7

Finance income:
Short term deposits and investments
Expected return on pension assets (note 18)

Net finance charges
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017 (CONTINUED)

8 TAX EXPENSE		
ACCOUNTING POLICY
The taxation payable on the LLP’s profits is a personal liability of the members during the period. Retention from profits earned up to the
statement of financial position date is made to fund payment of taxation on members’ behalf. This is reflected in members’ interests.
Some of the companies included within these consolidated financial statements are subject to corporation tax based on their profits for the
financial period.
Deferred tax is provided in full at tax rates that are expected to apply in the periods in which the temporary differences are expected to reverse,
in respect of taxation of the subsidiary companies that is deferred by temporary differences between the treatment of certain items for taxation
and accounting purposes. Deferred tax assets are recognised where recoverability is probable.
The retention for taxation, which is included within members’ interests, in the LLP also takes into account taxation recoverable or payable by the
members, but deferred because of timing differences between the treatment of certain items for taxation and that for accounting purposes. Such
provision is made to the extent that it is considered material in the context of the need to maintain an equitable treatment between members
from year to year.
The financial statements do not include any charge or liability for taxation on the results of the LLP as the relevant income tax is the
responsibility of the individual members, although the LLP aims to retain sufficient funds to settle members’ income tax liabilities in relation to
their share of profit for the period.
Corporation tax arises in corporate subsidiaries as follows:
52 weeks ended 30 June 2017

52 weeks ended 1 July 2016

(£m)

(£m)

2.4

2.2

-

(0.3)

2.4

1.9

20.7

9.5

Profit on ordinary activities before taxation multiplied by the
standard rate of corporation tax in the UK of 19.75% (2016 - 20%)

4.1

1.9

Impact of items not deductible for tax purposes

0.4

0.8

-

(0.3)

(2.1)

(0.5)

2.4

1.9

Current tax
Deferred tax movements (note 21)
Total tax expense
Factors affecting the tax charge for the period:
Profit on ordinary activities of corporate subsidiaries before taxation

Deferred tax
Income not subject to taxation
Total tax expense
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017 (CONTINUED)

8 TAX EXPENSE (CONTINUED)
TAX STRATEGY
The LLP complies with its duty under
paragraph 22(2) of the Finance Act 2016
to publish its tax strategy as set out below.
A list of the entities to which this strategy
applies is as follows:
XX BDO LLP Ltd
XX BDO Services Ltd (Indirect group

interest)
XX Charles Street Properties Ltd
XX Clinton Avenue Properties Ltd
XX New Garden House Properties Ltd
XX BDO Employment Services Ltd (Indirect

group interest)
XX Chiltern Tax Support for Professionals

Ltd
XX BDO Nominees Ltd
XX New Garden House Pension Trustees Ltd
XX New Garden House Trustees Ltd
XX BDO Trustees Ltd
XX The Clients Trustee Company Ltd

We operate as a UK Limited Liability
Partnership with a number of wholly owned
subsidiaries. The capital of BDO LLP is
contributed by its members who consist of
individuals.
We are the UK member of the BDO
International network and we conduct our
business predominantly in the UK.
Internal governance
The Leadership Team of BDO is responsible
for the firm’s tax strategy. The Leadership
Team has established a Tax Strategy Board,
which consists of senior members of the
firm including the Head of Tax and the firm’s
Finance partner, who are responsible for
implementing the firm’s tax strategy.
The Head of Tax chairs the Tax Strategy
Board and reports directly to the Leadership
Team. The Head of Tax is responsible for
preparing the tax strategy.
Tax risks are escalated to the Leadership
Team as appropriate as part of this
governance framework.

Tax planning
We plan our affairs in accordance with our
commercial objectives. As such we only
engage in tax planning when it is aligned to
our business and commercial strategy.
Relationships with tax authorities
We seek to maintain an open positive
relationship with the tax authorities that are
relevant to our business. As our business is
predominantly UK based our relationship
is mainly with HMRC. We have regular
correspondence and meetings with our
HMRC Customer Relationship Manager.
Compliance and reporting principles
We are committed to full compliance with
all statutory obligations and full disclosure
to tax authorities. We aim to file all our tax
returns on or before the due date and pay all
our tax liabilities on time. References to tax
are to relevant UK taxation.
9 GOODWILL AND OTHER INTANGIBLE
ASSETS

XX TBW Trustees Ltd

The firm’s approach to risk management

GOODWILL

XX BDO Pension Trustees Ltd

Our objective is to minimise all tax risk and
fully comply with our legal obligations. We
actively identify, assess and manage tax
risks, for example, regarding UK tax matters
we are fully compliant with the Senior
Accounting Officer requirements.

The acquisition method of accounting is
used to account for business combinations.
Goodwill arises on acquisitions and business
combinations where the fair value of the
consideration given exceeds the fair value
of the separately identifiable assets and
liabilities transferred. Associated costs
are written off as incurred. Goodwill is
capitalised as an intangible asset with
an indefinite life, with any impairment
in carrying value being charged to the
consolidated statement of comprehensive
income.

XX BDO Pension Trustees No2 Ltd
XX Stoy Hayward Properties
XX Stoy Hayward Properties No. 2

References to ‘BDO’, ‘the firm’, ‘our’ and ‘we’
are to all those entities.
This strategy is effective from 1 July 2017 in
respect of the accounting period ending 29
June 2018 or until superseded.

Advice is sought from BDO’s own Tax
Practice where appropriate.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017 (CONTINUED)

9 GOODWILL AND OTHER INTANGIBLE
ASSETS (CONTINUED)
The Group is required to test, on an annual
basis, whether goodwill has suffered any
impairment. It does this by allocating the
carrying value of goodwill to cash generating
units (CGU’s) and then comparing the
carrying value of each CGU with its
recoverable amount.
The recoverable amount of the CGU has
been determined based on value in use (VIU)
calculations. The members are satisfied
that no further impairment provision was
required against the carrying value of the
Group’s goodwill at the current or previous
financial year end.
The use of the VIU method requires the
estimation of future cash flows and the
determination of a discount rate in order
to calculate the present value of the cash
flows. The future cash flows used in the VIU
calculation are based on financial budgets
approved by management, based on prior
year profit experience extrapolated to the
five year period to June 2022 with a terminal
growth rate of 2% per annum (2016: 2%).
These growth rates are consistent with
forecasts included in industry reports
specific to the industry in which the CGU
operates. The discount rates used in the VIU
calculation are based on a pre-tax estimated
weighted average cost of capital of 9%
(2016: 9%).
At 30 June 2017, the carrying amount of
the Group’s goodwill was £8.0m (2016:
£8.0m). The largest element of goodwill held
within the Group is £7.0m in respect of the
purchased goodwill on one trade acquisition
made by BDO LLP Limited. A reasonable
change in the key assumptions does not
have a significant impact on the difference
between value in use and the carrying value.

OTHER INTANGIBLE ASSETS
Computer software comprises purchased
software licenses and costs directly
associated with the development of software
for internal use, which will generate future
economic benefits. Computer software
is measured at cost less accumulated
amortisation and any recognised impairment
loss. Amortisation is provided on a straightline basis over the expected useful economic
lives, typically three to five years.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017 (CONTINUED)

9 GOODWILL AND OTHER INTANGIBLE ASSETS (CONTINUED)
Goodwill

Computer
Software

Total

(£m)

(£m)

(£m)

9.3

0.3

9.6

-

0.4

0.4

9.3

0.7

10.0

Additions

-

0.3

0.3

Disposals

-

(0.2)

(0.2)

9.3

0.8

10.1

At 3 July 2015

-

0.1

0.1

Amortisation charge for the year

-

0.2

0.2

Impairment charge for the year

1.3

-

1.3

At 1 July 2016

1.3

0.3

1.6

Amortisation charge for the year

-

0.3

0.3

Disposals

-

(0.2)

(0.2)

At 30 June 2017

1.3

0.4

1.7

Net book amount at 3 July 2015

9.3

0.2

9.5

Net book amount at 1 July 2016

8.0

0.4

8.4

Net book amount at 30 June 2017

8.0

0.4

8.4

Group
Cost
At 3 July 2015
Additions
At 1 July 2016

At 30 June 2017
Accumulated amortisation/impairment

Goodwill
LLP

(£m)

Cost
At 3 July 2015, 1 July 2016 and 30 June 2017

0.3

Accumulated amortisation/impairment
At 3 July 2015

-

Impairment charge for the year

0.3

At 1 July 2016 and 30 June 2017

0.3

Net book amount at 3 July 2015

0.3

Net book amount at 1 July 2016 and 30 June 2017

-
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NOTES TO THE FINANCIAL STATEMENTS
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10 PROPERTY, PLANT AND EQUIPMENT
ACCOUNTING POLICY
Property, plant and equipment is stated at historic cost less accumulated depreciation.
The cost of property, plant and equipment is written off by equal annual instalments over the expected useful economic lives of the assets
concerned. Cost includes expenditure that is directly attributable to the acquisition of the asset and any expected cost of reinstatement that
has been provided. The depreciation rates applied to property, plant and equipment are as follows:
Freehold property

XX 50 years

Leasehold improvements

XX Five to fifteen years, or the life of the lease if lower

Fixtures, fittings and computer equipment

XX Three to ten years

Motor vehicles

XX 18.75% per annum of cost for the first four years, 6.25% for the final four years

Freehold
property

Leasehold
improvements

Fixtures, fittings
and computer
equipment

Motor vehicles

Total

(£m)

(£m)

(£m)

(£m)

(£m)

2.0

37.5

19.4

2.6

61.5

Additions

-

1.0

2.8

-

3.8

Disposals

(1.0)

(1.5)

(1.5)

(1.1)

(5.1)

1.0

37.0

20.7

1.5

60.2

Additions

-

0.8

2.3

-

3.1

Disposals

-

(1.1)

(1.5)

(0.9)

(3.5)

1.0

36.7

21.5

0.6

59.8

0.2

19.3

12.1

1.7

33.3

Charge for the period

-

3.0

3.6

0.2

6.8

Disposals

-

(1.4)

(1.4)

(0.8)

(3.6)

Group
Cost
At 3 July 2015

At 1 July 2016

At 30 June 2017
Accumulated amortisation
At 3 July 2015

At 1 July 2016

0.2

20.9

14.3

1.1

36.5

Charge for the period

-

3.6

3.3

0.1

7.0

Disposals

-

(1.1)

(0.4)

(0.6)

(2.1)

0.2

23.4

17.2

0.6

41.4

At 3 July 2015

1.8

18.2

7.3

0.9

28.2

At 1 July 2016

0.8

16.1

6.4

0.4

23.7

At 30 June 2017

0.8

13.3

4.3

-

18.4

At 30 June 2017
Net book value
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10 PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

LLP

Freehold
property

Leasehold
improvements

Fixtures, fittings
and computer
equipment

Motor vehicles

Total

(£m)

(£m)

(£m)

(£m)

(£m)

1.0

36.0

11.8

2.6

51.4

Cost
At 3 July 2015
Additions

-

-

0.1

-

0.1

Disposals

(1.0)

(1.5)

(1.4)

(1.1)

(5.0)

10.5

1.5

46.5

At 1 July 2016

-

34.5

Additions

-

-

0.3

-

0.3

Disposals

-

(1.1)

(0.3)

(0.9)

(2.3)

At 30 June 2017

-

33.4

10.5

0.6

44.5

At 3 July 2015

-

18.8

6.5

1.7

27.0

Charge for the period

-

2.8

2.3

0.2

5.3

Disposals

-

(1.4)

(1.3)

(0.8)

(3.5)

At 1 July 2016

-

20.2

7.5

1.1

28.8

Charge for the period

-

3.4

1.9

0.1

5.4

Disposals

-

(1.1)

(0.3)

(0.6)

(2.0)

At 30 June 2017

-

22.5

9.1

0.6

32.2

At 3 July 2015

1.0

17.2

5.3

0.9

24.4

At 1 July 2016

-

14.3

3.0

0.4

17.7

At 30 June 2017

-

10.9

1.4

-

12.3

Accumulated amortisation

Net book value

Included in the total net book value of fixtures, fittings and computer equipment for the Group is £1.2m (2016 - £0.5m) in respect of assets
held under finance leases. The depreciation charge for the period on such assets was £0.7m (2016 - £0.5m). The LLP has no finance lease assets.
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11 FINANCIAL ASSETS - INVESTMENTS IN SUBSIDIARY UNDERTAKINGS
ACCOUNTING POLICY
Shares in group undertakings are included at cost less any provision required for permanent diminution in value to reflect estimated net
realisable value. Impairment reviews are carried out by the members when there has been an indication of potential impairment.
LLP
30 June 2017

LLP
1 July 2016

(£m)

(£m)

At beginning of period

5.2

5.2

At end of period

5.2

5.2

Shares in Group undertakings:

The undertakings in which the LLP has an interest at the period end are as follows:
Subsidiary undertakings

Country of incorporation,
registration and operation

Proportion of voting rights and Nature of business
ordinary share capital held

Registered at 55 Baker Street, London, W1U 7EU:
BDO LLP Ltd

England & Wales

100%

Professional services

BDO Services Ltd (Indirect group interest)

England & Wales

100%

Professional services

Charles Street Properties Ltd

England & Wales

100%

Property services

Clinton Avenue Properties Ltd

England & Wales

100%

Property services

New Garden House Properties Ltd

England & Wales

100%

Property services

BDO Employment Services Ltd (Indirect
group interest)

England & Wales

100%

Professional services

Chiltern Tax Support for Professionals Ltd

England & Wales

100%

Professional services

BDO Nominees Ltd

England & Wales

100%

Nominee

New Garden House Pension Trustees Ltd

England & Wales

100%

Trustee

New Garden House Trustees Ltd

England & Wales

100%

Trustee

BDO Trustees Ltd

England & Wales

100%

Trustee

The Clients Trustee Company Ltd

England & Wales

100%

Trustee

TBW Trustees Ltd

England & Wales

100%

Trustee

BDO Pension Trustees Ltd

England & Wales

100%

Trustee

BDO Pension Trustees No2 Ltd

England & Wales

100%

Trustee

Stoy Hayward Properties

England & Wales

100%

Property services

Stoy Hayward Properties No. 2

England & Wales

100%

Property services

Registered at PO Box 180, Place Du Pre, Rue Du Pre, St Peter Port, Guernsey, GY1 3LL:
BDO Ltd

Guernsey

100%

Professional services

100%

Insurance

Registered at Maison Trinity, Trinity Square, St Peter Port, Guernsey, GY1 4AT:
SH Insurance Ltd

Guernsey
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12 FINANCIAL ASSETS – TRADE AND OTHER RECEIVABLES
ACCOUNTING POLICY
Trade and other receivables comprise non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market and include cash and bank balances and trade and other receivables. They are initially recognised at fair value plus transaction costs and
are subsequently carried at amortised cost using the effective interest rate method, less provision for impairment.
Impairment provisions are recognised when there is objective evidence that the Group or LLP will be unable to collect all the amounts due
under the terms receivable, the amount of such provision being the difference between the net carrying amount and the present value of the
future expected cash flows associated with the impaired receivable. For trade receivables, which are reported net, such provisions are recorded
in a separate allowance account with the loss being recognised within administrative expenses in the income statement. On confirmation that
the trade receivable will not be collectable, the gross carrying value of the asset is written off against the associated provision.
Unbilled revenue on individual client assignments is included as accrued income. Accrued income amounts for client work are measured
initially at fair value and held at amortised cost less provisions for foreseeable losses.
Trade and other receivables

Group
30 June 2017

Group
1 July 2016

LLP
30 June 2017

LLP
1 July 2016

(£m)

(£m)

(£m)

(£m)

Trade receivables

94.3

92.3

92.8

90.7

Provision for impairments of trade receivables

(6.0)

(7.1)

(5.8)

(6.9)

Net trade receivables

88.3

85.2

87.0

83.8

Accrued income

46.5

46.4

46.4

46.3

3.0

2.6

1.7

1.3

-

-

10.6

1.8

Other receivables
Amounts owed by Group undertakings
Total financial assets other than cash and bank balances
classified as loans and receivables
Prepayments
Total trade and other receivables

137.8

134.2

145.7

133.2

13.6

12.8

9.2

8.6

151.4

147.0

154.9

141.8

The carrying value of trade and other receivables classified as financial assets measured at amortised cost approximates fair value.
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12 FINANCIAL ASSETS – TRADE AND OTHER RECEIVABLES (CONTINUED)
All amounts shown under receivables for the Group and LLP are expected to fall due for payment within one year. Amounts owed to group
undertakings are unsecured, interest free and repayable on demand.
Trade receivables are shown net of an allowance account, movements in which are as follows:
Group
30 June 2017

Group
1 July 2016

LLP
30 June 2017

LLP
1 July 2016

(£m)

(£m)

(£m)

(£m)

At beginning of period

7.1

6.2

6.9

6.0

New and additional provisions

3.0

5.3

3.0

5.3

Recoveries

(2.2)

(2.9)

(2.2)

(2.9)

Write off

(1.9)

(1.5)

(1.9)

(1.5)

At end of period

6.0

7.1

5.8

6.9

The following shows the ageing analysis of trade receivables:
Group
30 June 2017

Group
1 July 2016

LLP
30 June 2017

LLP
1 July 2016

(£m)

(£m)

(£m)

(£m)

Less than 1 month

55.3

57.4

54.4

56.5

1 – 2 months

15.3

11.8

15.2

11.6

2 – 3 months

5.9

5.8

5.8

5.7

17.8

17.3

17.4

16.9

94.3

92.3

92.8

90.7

More than 3 months
Total

The following shows the ageing analysis of trade receivables past due but not impaired:
Group
30 June 2017

Group
1 July 2016

LLP
30 June 2017

LLP
1 July 2016

(£m)

(£m)

(£m)

(£m)

3.8

5.6

3.8

5.7

1 – 2 months

15.3

11.8

15.2

11.6

2 – 3 months

5.9

5.8

5.8

5.7

More than 3 months

10.8

9.1

10.7

8.9

Total

35.8

32.3

35.5

31.9

Less than 1 month
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13 FINANCIAL LIABILITIES
ACCOUNTING POLICY
Finance leases
Any lease which entails taking substantially all the risks and rewards of ownership of an asset is treated as a finance lease. The asset is recorded
as a tangible fixed asset at its fair value and depreciated over its estimated useful life, or the term of the lease, whichever is shorter. Future
instalments under such leases, net of finance charges, are included within payables. Rental payments are apportioned between the interest
element, which is charged to the income statement, and the capital element, which reduces the outstanding obligation for future instalments
Other
The Group’s and LLP’s other financial liabilities comprise:
Loans and borrowings - these are initially recognised at fair value net of any transaction costs and are subsequently measured at amortised
cost using the effective interest rate method, which ensures that the interest expense over the period to repayment is at a constant rate on the
balance of the liability carried in the statement of financial position.
Trade payables and other payables - these are initially recognised at fair value and subsequently carried at amortised cost using the effective
interest method.
Group
30 June 2017

Group
1 July 2016

LLP
30 June 2017

LLP
1 July 2016

(£m)

(£m)

(£m)

(£m)

5.4

5.7

1.7

1.5

Accruals

57.5

46.7

37.7

31.7

Total financial liabilities, excluding loans and borrowings,
classified as financial liabilities measured at amortised cost

62.9

52.4

39.4

33.2

Other taxation and social security

14.9

9.8

9.5

4.8

Corporation tax

0.9

0.1

-

-

Deferred income

2.6

2.6

2.6

2.6

81.3

64.9

51.5

40.6

Trade payables

Total trade and other payables

The carrying value of trade and other payables classified as financial liabilities measured at amortised cost approximates fair value.
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13 FINANCIAL LIABILITIES (CONTINUED)
LOANS AND BORROWINGS
Group
30 June 2017

Group
1 July 2016

LLP
30 June 2017

LLP
1 July 2016

(£m)

(£m)

(£m)

(£m)

-

5.0

-

5.0

16.0

6.0

16.0

6.0

-

-

23.5

12.7

Amounts due to former members and partners

6.2

4.1

6.2

4.1

Finance leases

0.5

0.3

-

-

22.7

15.4

Current
Bank overdrafts
Bank loans
Amounts owed to group undertakings

45.7

27.8

Non-current excluding amounts attributable to members
Bank loans
Finance leases

-

16.0

-

16.0

0.7

0.3

-

-

0.7

16.3

-

16.0

1.0

1.1

1.0

1.1

109.1

88.6

107.1

87.0

110.1

89.7

108.1

88.1

133.5

121.4

153.8

131.9

Non-current - amounts attributable to members
Members’ capital
Amounts due to members’

Total loans and borrowings

Loans and borrowings are initially measured at fair value and subsequently measured at amortised cost. The carrying values of loans and
borrowings approximate their fair value.
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13 FINANCIAL LIABILITIES (CONTINUED)
MATURITY OF BANK LOANS:

Group and LLP

30 June 2017
Bank loans

1 July 2016
Bank loans

(£m)

(£m)

More than one year but less than two years

-

6.0

More than two years but less than five years

-

10.0

More than five years

-

-

-

16.0

The bank loan is unsecured and is repayable in quarterly instalments of £1.5m from September 2013 with rates based upon sterling LIBOR at
each quarter date. The loan was fully repaid on 14 September 2017.
Amounts due to former members:
The amounts due to former members and partners comprise the amounts repayable in accordance with the members’ agreement.
Finance leases:
Obligations under finance leases are secured against the assets to which they relate and are repayable at fixed interest rates.

BDO LLP | Report to the Members and Group Financial Statements 35

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 52 WEEKS ENDED 30 JUNE 2017 (CONTINUED)

14 PROVISIONS
ACCOUNTING POLICIES
Professional indemnity
Provision is made on a case-by-case basis in respect of the cost of defending claims and, where appropriate, the estimated cost of settling
claims where such costs are not covered by insurance. Outstanding claims are reviewed each year and adjustments to provisions are made as
appropriate in the current year.
In common with comparable businesses, the Group is involved in a number of disputes in the ordinary course of business, which may give rise
to claims. The Group carries professional indemnity insurance and no separate disclosure is made of the cost of claims covered by insurance as
to do so could seriously prejudice the position of the Group.
Property provisions
Provision is made for estimated dilapidations including reinstatement costs (where there is an obligation to restore premises to their original
condition upon vacating them under the terms of the lease). The costs related to the repair and maintenance of equipment and properties that
are used by the Group and for which the Group has responsibility to maintain or may be liable for dilapidation, are provided for as they arise.
Provision has been made for all future onerous net rental costs relating to properties which are not used by the Group and annual costs are
charged against this provision, with any difference between the estimated and actual costs being taken to the income statement.

Group
At 1 July 2016
Utilisation of provision
Charge to income statement
At 30 June 2017

Annuities

Professional
Indemnity

Property

Total

(£m)

(£m)

(£m)

(£m)

0.4

6.8

5.9

13.1

(0.1)

(1.2)

(1.3)

(2.6)

-

2.7

0.9

3.6

0.3

8.3

5.5

14.1
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14 PROVISIONS (CONTINUED)

LLP
At 1 July 2016
Utilisation of provision
Charge to income statement
At 30 June 2017

Annuities

Professional
Indemnity

Property

Total

(£m)

(£m)

(£m)

(£m)

0.4

2.8

5.8

9.0

(0.1)

(0.5)

(1.3)

(1.9)

-

2.5

0.8

3.3

0.3

4.8

5.3

10.4

Annuities relate to former partners of the former general partnership. The majority of the annuities are for a fixed amount over a fixed period of
time and therefore no actuarial assumptions are required.
The provision is expected to be largely utilised over the next five years.
The Professional Indemnity provision relates to the expected cost of defending claims and, where appropriate, the estimated cost of settling
claims where such costs are not covered by insurance.
The property provisions relate to net rental commitments on surplus properties and dilapidation costs and are expected to be utilised over
periods of up to twenty years.
Provisions reflect the present value of the obligations arising from service to date. The unwinding of the discount is presented in the income
statement as a finance expense.
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15 COMMITMENTS UNDER OPERATING LEASES
ACCOUNTING POLICY
Operating lease rentals are charged to the income statement on a straight-line basis over the period of the lease. Operating lease incentives
are spread over the lease term.
Income from operating leases is credited to the income statement on a straight-line basis over the period of the lease. Operating lease
incentives given are spread over the lease term. Total commitments from sub tenant leases as at 30 June 2017 is £13.4m (£19.6m as at 1 July
2016).
Total commitments under non-cancellable operating leases are set out below:
30 June 2017
Land and buildings

30 June 2017
Other

1 July 2016
Land and buildings

1 July 2016
Other

(£m)

(£m)

(£m)

(£m)

Within one year

17.4

0.9

17.5

1.1

Two to five years

65.3

2.9

65.3

0.6

After five years

81.8

-

92.8

-

3.8

175.6

1.7

Group
Operating leases which expire:

164.5

LLP

30 June 2017
Land and buildings

30 June 2017
Other

1 July 2016
Land and buildings

1 July 2016
Other

(£m)

(£m)

(£m)

(£m)

Operating leases which expire:
Within one year

15.3

-

16.3

-

Two to five years

57.0

-

60.4

-

After five years

68.6

-

82.8

-

140.9

-

159.5

-
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16 RELATED PARTY TRANSACTIONS
The subsidiary undertakings listed in note 11 are related parties of the LLP. The transactions entered into with subsidiaries during the period are
eliminated on consolidation. These transactions include management charges and charges for the cost of services provided.
The following table provides the total amount of transactions entered into with subsidiaries during the period:
30 June 2017

1 July 2016

(£m)

(£m)

7.6

8.3

256.4

238.0

Income earned from subsidiaries
Purchases from subsidiaries

The subsidiary undertakings are managed by five Directors who are also members of the BDO LLP group. Each director received £40,000 in
salary for their services.
17 CONTINGENT LIABILITIES
Contingent liabilities are possible obligations whose existence depends on the outcome of uncertain future events or present obligations
where the outflow of resources is uncertain or cannot be measured reliably.
ACCOUNTING POLICY
Contingent liabilities are not recognised in the financial statements, but are disclosed unless they are remote.
CLAIMS AND REGULATORY PROCEEDINGS
In common with comparable professional practices, the Group is involved in a number of disputes in the ordinary course of business
which may give rise to claims by clients or investigations commenced by regulatory bodies which may lead to regulatory proceedings.
Where costs are likely to be incurred in defending and concluding such matters and can be measured reliably, they are provided for in the
financial statements. The Group carries professional indemnity insurance and no separate disclosure is made of the detail of such claims or
proceedings, or the costs recovered by insurance, as to do so could seriously prejudice the position of the Group.
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18 PENSIONS
ACCOUNTING POLICY
The Group operates defined benefit and
defined contribution schemes, along with
Group Personal Pension arrangements for its
staff. Assets covering these arrangements are
held in independently administered funds
held separately from the assets of the Group.
The pension costs in the consolidated
financial statements are determined in
accordance with IAS 19 Employee Benefits.
In respect of the defined benefit schemes,
formal actuarial valuations are carried out
every three years. An annual valuation is
carried out by the scheme actuaries at each
year-end for the purposes of IAS 19. The
Group’s income statement includes the
expected return on scheme assets and the
interest cost on scheme liabilities. Actuarial
gains and losses are recognised directly to
members’ interests through the consolidated
statement of comprehensive income.

Staff pension costs relating to the Group’s
defined contribution scheme and Group
personal pension arrangements are charged
to the income statement as they are
incurred.

The Group took over the obligations in
respect of two funded defined benefit
schemes (BDO ES Schemes) on merging with
PKF (UK) LLP. These schemes are closed to
future accrual of benefit.

Members are required to make their own
provision for pensions and do so mainly
through contributions to personal pension
policies and other appropriate investments.
Annuities to former partners and employees
of the LLP have been provided in full within
provisions for liabilities.

In addition, the Firm operates two Group
Personal Pension Plans, one which has
operated since 2011 and a Group Personal
Pension Plan transferred to BDO LLP on
merging with PKF (UK) LLP.

THE SCHEMES
The BDO Pension Scheme (‘the Scheme’) is
a funded scheme, and has two sections: a
defined benefit section (‘DB’) and a defined
contribution section (‘DC’). The Scheme’s
assets are held separately from those of the
Group. The DB section is closed to future
accrual of benefit.

The LLP also has obligations to pay pensions
and allowances to certain former partners
and employees, which are provided for
within the financial statements as a
provision for annuities payable.
The amounts quoted in these financial
statements for all three defined benefit
schemes are based on a full valuation of the
Scheme as at the period end as undertaken
for IAS 19 purposes.

The combined net defined benefit liability for all schemes as at the period end is:
30 June 2017

1 July 2016

(£m)

(£m)

(103.8)

(96.3)

Fair value of plan assets

94.7

85.1

Net defined benefit liability

(9.1)

(11.2)

Defined benefit obligation
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18 PENSIONS (CONTINUED)
BDO PENSION SCHEME
The DB section of the BDO Pension Scheme
was closed to both new members and
future accrual on 30 November 1994 and
members in pensionable service were
given the option to leave their benefits as a
deferred pension (based on final pensionable
earnings as at November 1994) or receive an
opening balance within the new DC section.
The Scheme was merged with Moores
Rowland Pension Scheme with effect from
30 November 2000. The Moores Rowland
scheme was a defined benefit scheme that
had been closed to new members and future
accrual from 1 May 1995.
Since 7 August 2011, the DC section of the
scheme has closed to new joiners and future
contributions for UK members. The existing

members were given an option to transfer to
the Firm’s Group Personal Pension Plan. The
remaining members are entitled to remain
as active members until the earlier of their
return to the UK and leaving the scheme.
There are no outstanding or prepaid
contributions to these arrangements as at
30 June 2017 (2016 - £Nil).
The assets and liabilities of the DB section of
the BDO Pension Scheme have been valued
for IAS 19 purposes by a qualified actuary
from Broadstone Pensions & Investments
Limited on 25 July 2017. The BDO Pension
Scheme has a number of pensioner members
whose benefits have been secured by the
purchase of annuity policies, owned by the
relevant beneficiary. The corresponding asset
and liability are not recognised in these
notes.

During the period, the Group paid
contributions to the DB section of £0.6m
(2016 - £0.8m). In addition the Group pays
the costs of administering the Scheme. The
ongoing contribution level has been agreed
to be £0.6m per annum as a result of the
formal Actuarial valuation of the Scheme,
conducted under the new Scheme Funding
Regulations (Pensions Act 2004) as at 30
June 2015 by Broadstone Pensions and
Investments Limited.
DEFINED CONTRIBUTION ARRANGEMENT
In the period the Group paid minimal
contributions (2016: minimal) to the DC
section of the BDO Pension Scheme. There is
no adjustment under IAS19 for this section
of the scheme.

KEY ACTUARIAL ASSUMPTIONS
30 June 2017

1 July 2016

%

%

Discount rate

2.70

3.00

Rate of inflation – RPI

3.50

3.10

Rate of inflation – CPI

2.50

2.10

20.00

20.00

Commutation – 25% higher than current rates (2016: current rates)

The underlying mortality assumption is based upon the SAPS (Series 2) mortality base tables with future improvements in line with CMI 2016
projection tables subject to a long-term rate of improvement of 1% pa.
In July 2010 the UK Government announced that the statutory minimum level of revaluation would in future be calculated using the
Consumer Prices Index (“CPI”), rather than the Retail Prices Index (“RPI”). In the schemes, revaluation of deferred pensions is in line with the
statutory minimum, and therefore an assumption has been made about future rates of CPI in order to value deferred pensions.
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18 PENSIONS (CONTINUED)
SENSITIVITY ANALYSIS
The sensitivity of the present value of the defined benefit obligations to changes in each of the individual principal actuarial assumptions is
shown below:
Effect on net defined benefit liability:
0.1% pa decrease in the discount rate

£1.0m increase

0.1% pa increase in the assumed rates of inflation

£0.3m increase

0.5% increase in the assumed long term rate of mortality improvements

£1.5m increase

Reconciliation of funded status to statement of financial position

30 June 2017

1 July 2016

(£m)

(£m)

(62.4)

(59.9)

Fair value of plan assets

59.8

55.2

Net defined benefit liability

(2.6)

(4.7)

Defined benefit obligation

Reconciliation of defined benefit obligation over the period

Defined benefit obligation at the start of the period

30 June 2017

1 July 2016

(£m)

(£m)

59.9

56.3

1.8

2.1

Remeasurement – effect of experience adjustments (gain)

(1.1)

(1.6)

Remeasurement – effect of changes in financial assumptions - loss

3.9

5.3

Remeasurement – effect of changes in demographic assumptions (gain)

(0.5)

(0.6)

Benefits paid

(1.6)

(1.6)

Interest expense on defined benefit obligation

Defined benefit obligation at the end of the period

Assets

62.4

59.9

30 June 2017

30 June 2017

1 July 2016

1 July 2016

(£m)

(% weight)

(£m)

(% weight)

Equities

21.6

36.1%

20.7

37.5%

Bonds

16.9

28.3%

10.8

19.6%

Gilts

12.3

20.6%

13.2

24.0%

Other assets

4.8

8.0%

5.9

10.6%

Annuity policies

4.2

7.0%

4.6

8.3%

59.8

100.0%

55.2

100.0%
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18 PENSIONS (CONTINUED)

Reconciliation of fair value of plan assets over the period

Fair value of plan assets at the start of the period

30 June 2017

1 July 2016

(£m)

(£m)

55.2

53.1

Interest income on plan assets

1.6

2.0

Remeasurement – return on plan assets excluding interest income

4.0

0.9

Contributions by the employer

0.6

0.8

Benefits paid

(1.6)

(1.6)

Fair value of plan assets at the end of the period

59.8

55.2

5.6

2.8

Return on plan assets

Reconciliation of funded position

30 June 2017

1 July 2016

(£m)

(£m)

Net defined benefit liability at start of period

4.7

3.2

Expense recognised in income statement

0.1

0.1

(Profit)/loss recognised in statement of comprehensive income

(1.6)

2.2

Contributions by the employer

(0.6)

(0.8)

2.6

4.7

Net defined benefit liability at end of period

Analysis of charge to income statement

30 June 2017

1 July 2016

(£m)

(£m)

0.1

0.1

30 June 2017

1 July 2016

(£m)

(£m)

1.0

1.6

(3.9)

(5.3)

Remeasurement – effect of changes in demographic assumptions - gain

0.5

0.6

Remeasurement – return on plan assets excl. interest income - gain

4.0

0.9

Total remeasurement loss recognised in statement of comprehensive income

1.6

(2.2)

Net interest expense on net defined benefit liability

Remeasurements recognised in statement of comprehensive income

Remeasurement – effect of experience adjustments - gain
Remeasurement – effect of changes in financial assumptions - loss
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18 PENSIONS (CONTINUED)

BDO ES PENSION SCHEMES
The BDO ES Pension Scheme (formerly PKF Final Salary Pension Scheme) was closed to both new members and future accrual on 31 March
1997. The assets and liabilities of the Pannell Kerr Forster Pension Fund were transferred into the scheme effective from 31 January 2006.
The BDO ES (Manchester) Pension Fund (formerly PKF (Manchester) Pension Fund closed to future accrual with effect from 31 August 2002.
For reporting purposes, the assets and liabilities of this scheme have been combined with the BDO ES Pension Scheme on the basis that they
are not material to report separately. At 30 June 2017 the scheme was showing a net defined benefit liability of £0.2m.
There are no outstanding or prepaid contributions to these arrangements as at 30 June 2017 (2016 - £Nil).
The assets and liabilities of the BDO ES Pension Schemes have been valued for IAS 19 purposes by a qualified actuary from Broadstone Pensions
& Investments Limited on 25 July 2017.
During the period, the Group paid contributions of £0.5m (2016 - £0.4m). In addition the Group pays the costs of administering the Scheme.
The most recent signed actuarial valuations, conducted under the new Scheme Funding Regulations (Pensions Act 2004), of the two BDO ES
Schemes were carried out on 1 April 2014 by Cartright Group Ltd and on 1 May 2013 (Manchester Fund) by Aviva. The ongoing contribution
levels were set at £0.4m and £0.1m per annum respectively.
KEY ACTUARIAL ASSUMPTIONS

30 June 2017

1 July 2016

(£m)

(£m)

Discount rate

2.70

3.00

Rate of inflation – RPI

3.50

3.10

Rate of inflation – CPI

2.50

2.10

20.00

20.00

Commutation – percentage of pension

The underlying mortality assumption is based upon the SAPS (Series 2) mortality base tables with future improvements in line with CMI 2016
projection tables subject to a long-term rate of improvement of 1% pa.
In July 2010 the UK Government announced that the statutory minimum level of revaluation would in future be calculated using the Consumer
Prices Index (“CPI”), rather than the Retail Prices Index (“RPI”). In the schemes, revaluation of deferred pensions is in line with the statutory
minimum, and therefore an assumption has been made about future rates of CPI in order to value deferred pensions.
SENSITIVITY ANALYSIS
The sensitivity of the present value of the defined benefit obligations to changes in each of the individual principal actuarial assumptions is
shown below:
Effect on net defined benefit liability:
0.1% pa decrease in the discount rate

£0.5m increase

0.1% pa increase in the assumed rates of inflation

£0.2m increase

0.5% increase in the assumed long term rate of mortality improvements

£1.0m increase
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Reconciliation of funded status to statement of financial position

30 June 2017

1 July 2016

(£m)

(£m)

Defined benefit obligation

(41.4)

(36.4)

Fair value of plan assets

34.9

29.9

Net defined benefit liability

(6.5)

(6.5)

30 June 2017

1 July 2016

(£m)

(£m)

36.4

34.7

Interest expense on defined benefit obligation

1.1

1.3

Remeasurement – effect of experience adjustments (gain)/loss

2.4

(0.5)

Remeasurement – effect of changes in financial assumptions - loss

1.9

2.5

Remeasurement – effect of changes in demographic assumptions (gain)

(0.2)

(0.4)

Benefits paid

(1.9)

(1.2)

1.7

-

Reconciliation of defined benefit obligation over the period

Defined benefit obligation at the start of the period

Value of annuity policies now included in obligations
Defined benefit obligation at the end of the period

Assets

41.4

36.4

30 June 2017

30 June 2017

1 July 2016

1 July 2016

(£m)

(% weight)

(£m)

(% weight)

Equities

0.5

1.4%

21.8

73%

Bonds

0.6

1.8%

3.4

11%

Gilts

0.5

1.4%

0.5

2%

31.5

90.2%

2.5

8%

Cash

0.1

0.3%

1.7

6%

Annuity

1.7

4.9%

-

-

34.9

100%

Diversified funds

29.9

100%
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Reconciliation of fair value of plan assets over the period

30 June 2017

1 July 2016

(£m)

(£m)

29.9

29.7

Interest income on plan assets

0.9

1.1

Contributions by the employer

0.5

0.4

Benefits paid

(1.9)

(1.2)

Remeasurement – return on planned assets excluding interest income

3.8

-

Value of annuity policies now included in assets

1.7

-

Fair value of plan assets at the start of the period

Fair value of plan assets at the end of the period
Return on plan assets

Reconciliation of funded position

34.9

29.9

4.7

1.1

30 June 2017

1 July 2016

(£m)

(£m)

Net defined benefit liability at start of period

6.5

5.0

Expense recognised in income statement

0.2

0.2

Loss recognised in statement of comprehensive income

0.3

1.6

(0.5)

(0.4)

6.5

6.5

Contributions by the employer
Net defined benefit liability at end of period

Analysis of charge to income statement

Net interest expense on net defined benefit liability

Remeasurements recognised in statement of comprehensive income

30 June 2017

1 July 2016

(£m)

(£m)

0.2

0.2

30 June 2017

1 July 2016

(£m)

(£m)

Remeasurement – effect of experience adjustments – loss

(2.4)

0.5

Remeasurement – effect of changes in financial assumptions - loss

(1.9)

(2.5)

Remeasurement – effect of changes in demographic assumptions – gain

0.2

0.4

Remeasurement – return on plan assets excluding interest income – gain

3.8

-

(0.3)

(1.6)

Total remeasurement loss recognised in statement of comprehensive income
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19 FINANCIAL INSTRUMENTS – RISK
MANAGEMENT
The Group is exposed through its operations
to the following financial risks:
XX Capital risk
XX Credit risk
XX Interest rate risk
XX Foreign exchange risk
XX Liquidity risk

The Leadership Team has overall
responsibility for the determination of
the Group’s financial risk management
objectives and policies. The Leadership Team
receives monthly reports through which it
reviews the effectiveness of the processes
put in place and the appropriateness of the
objectives and policies it sets. The overall
objective is to set policies that seek to
reduce risk as far as possible without unduly
affecting the Group’s competitiveness and
flexibility. Further details regarding the
financial risk policies are described below.
CAPITAL RISK
The Group monitors its capital which
comprises total member’s interests, i.e.
members’ capital, amounts due to members
and amounts classified as equity, cash and
bank balances and its loans and borrowings.
The Group’s objectives when maintaining
capital are to safeguard the entity’s ability
to continue as a going concern so that it
can continue to provide returns for all of
its stakeholders and optimise its debt and
equity balance. The Group’s overall strategy
remains unchanged from 2016.

CREDIT RISK

FOREIGN EXCHANGE RISK

Credit risk is the risk of financial loss to
the Group if a client or counterparty to
a financial instrument fails to meet its
contractual obligations.

Foreign exchange risk arises when the group
entity enters into transactions denominated
in a currency other than its functional
currency (UK sterling). The major part of the
Group’s income and expenditure is in sterling
and any foreign exchange risk is managed
by on-going review of reports analysing the
Group’s actual and forecast exposure to
monetary assets and liabilities held in foreign
currencies. Whenever possible, the Group
seeks to match its foreign currency assets,
liabilities, cash inflows and outflows in the
same currency.

The Group is mainly exposed to credit
risk through credit sales. Credit risk is
determined by on-going monitoring of
the creditworthiness of existing clients
and through on-going review of the trade
receivables’ ageing analysis. Further details
regarding the credit risk associated with
trade receivables are given in note 12.
Credit risk also arises from cash and cash
equivalents and deposits with banks and
financial institutions. For banks and financial
institutions, only independently rated parties
with minimum rating “A” are accepted.
INTEREST RATE RISK
Interest rate risk arises from long-term
borrowings held at variable interest rates
linked to London interbank offered rate
(LIBOR). The Group reviews at regular
intervals the need to fix interest rates on a
proportion of its borrowings.
A movement of 50 basis points in the
interest rate on the Group’s variable rate
borrowings through the year would have had
an immaterial impact on the pre-tax profits
of the Group. The Leadership Team consider
that 50 basis points is the maximum likely
change in interest rates over the next year.

LIQUIDITY RISK
Liquidity risk arises from the Group’s
management of working capital and the
finance charges and principal repayments
on its borrowings. It is the risk that the
Group will encounter difficulty in meeting its
financial obligations as they fall due.
The Group’s policy is to ensure that it will
always have sufficient cash to allow it to
meet its liabilities when they become due.
To achieve this aim, it seeks to maintain cash
balances and borrowing facilities to meet its
expected requirements. The Leadership Team
receives cash flow projections on a monthly
basis as well as information regarding cash
balances and borrowing facilities.
The Group’s facilities at 30 June 2017
totalled £90m (2016: £90m). The facility
was renewed on 14 September 2017 with
two leading banks, expiring in 2020, with a
limit of £50m.
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19 FINANCIAL INSTRUMENTS – RISK MANAGEMENT (CONTINUED)
The following tables set out details of the undiscounted contractual cashflows of the Group’s financial assets and liabilities:
2017
Loans and
receivables
(£m)

2016

Available-for- Other financial
sale
liabilities
(£m)

(£m)

Loans and
receivables
(£m)

Available-for- Other financial
sale
liabilities
(£m)

(£m)

Assets
Trade and other receivables
Investments
Cash and cash equivalents

137.8
63.0

-

-

-

-

-

-

134.2

-

-

-

-

-

-

-

-

52.4

28.7

Liabilities
Trade and other payables

-

-

62.9

Bank overdrafts

-

-

-

-

-

5.0

Bank loans

-

-

16.0

-

-

22.0

Amounts due to former
members

-

-

6.2

-

-

4.1

Finance Leases

-

-

1.2

-

-

0.6

Members’ capital

-

-

1.0

-

-

1.1

Amounts due to members

-

-

109.1

-

-

88.6
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20 CASH AND CASH EQUIVALENTS
Cash and cash equivalents for the purposes of the statement of cash flows comprises:

Assets

Cash and bank balances
Less: Bank overdrafts

Group
30 June 2017

Group
1 July 2016

LLP
30 June 2017

LLP
1 July 2016

(£m)

(£m)

(£m)

(£m)

63.0

28.7

52.3

20.0

63.0

(5.0)
23.7

52.3

(5.0)
15.0
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21 DEFERRED TAX
The movements in the Group’s deferred tax assets and liabilities during the year were as follows;
30 June 2017

1 July 2016

(£m)

(£m)

Balance of deferred tax assets at beginning of year
Credited to income statement
Balance of deferred tax assets at end of year

0.3

-

-

0.3

0.3

0.3

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against which the temporary
differences can be utilised. At 30 June 2017, deferred tax assets comprise temporary differences between capital allowances and depreciation.
Deferred tax is measured at the tax rates that are substantively enacted at the reporting date and expected to apply in the periods in which the
temporary differences reverse.
Deferred tax is measured using a tax rate of 17% for the period to 30 June 2017 (18% for the period to 1 July 2016).
There was no deferred tax arising in the LLP for the year to 30 June 2017.
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