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McCann-Erickson Advertising Limited

Strategic report for the year ended 31 December 2014

The directors present their strategic report on McCann Enickson Advertising Ltd (‘the Company™) registered
number 1372305 for the year ended 31 December 2014

Pnncipal activities

The Company is a full service advertising agency with revenues derived from both UK and overseas clients

Business Review and results

The trading results of the Company for the year ended 31 December 2014 are shown in the attached profit
and loss account and show a loss on ordinary activities before taxation of £ 3 2m, (2013 loss of £ 50k} The
2014 operating loss of £ 3 2m includes a £ 2 9m contribution to the Company's Defined Benefit Pension Plan
for past service deficit (2013 £ 1 6m) In addition, the Company's results were also impacted by a significant
management service fee of £2 6m (2013 £1 8m) The Company achieved significant client wins from
Microsoft, EE Limited, First Great Western, World Vision and Dubai 2020 in the second half of the year,
requiring a substantial investment in on-boarding of resources The Company has cash reserves at the
yearend of £ 12m (2013 £ 19 1m) and net assets of £ 15m (2013 £19m)

Future Outlook and Strategy

Zad Al Zaidy, Chief Executive Officer and Co-Presidents, Rob Doubal and Laurence Thompson continue to
drive the quality and diversity of our full service strategic and creative offering to our clients This strategy
includes the continued evolution of the In-house content production and management facilities to reflect the
growing demand from our clients and their customers

Stephen Meade, Chief Executive Officer and Wiil Shepherd, Creative Director, lead the McCann Enterprise
offering within the company This division Is at its core a Business to Business agency but with enhanced
specifically digital capability they offer a broader spectrum of services This division has enjoyed significant
growth since the prior year with both client wins and organic growth

During the year the Company was awarded the UK's pre-eminent Mobile Lion at Cannes for cur Momondo
Friend Compass app which went on to win two more Silvers at both the LIA Awards and Eurobest Cur
Cannes Lions print campaign won Silver at the Campaign Big Awards and on top of that both our spots for
Sony continued to bring home wins At New Yark Festivals the Sony Mobile spot (Gift of Sound Vision) and
the Sony Bravia spot (Volcano) both won a number of awards in the Craft categories

Looking forward, the Company will benefit from a full year of engagement with Microsoft, EE Limited and
First Great Western, which will enhance the Company's broad client base These and our continued strong
relationships with the existing client base of leading brands wtll enable the Company’s ideotogy of creative
and innovative solutions

The Company continues to focus on both attracting the best talent to the Agency and retaining and
developing its existing talent This I1s enhanced by work shadowing and work experience programs across
the Agency




McCann-Erickson Advertising Limited

Strategic report for the year ended 31 December 2014 (continued)

Principal risks and uncertainties

McCann-Enckson Advertising Limited 1s a wholly owned subsidiary of Interpublic Group of Companies, Inc
From the perspective of the Company, the principal nsk and uncertainties are integrated with the principal
risks of the Interpublic Group of Companies, Inc {'the group’) and are not managed separately These nsks
are discussed In the Group’s annual report for the year ended 31 December 2014 which are publicalty
available and does not form part of this report The principal nsks facing our Company relate to attracting
and retaiming major clients in the face of the continued competition in the marketplace and ensunng we
retain, as well as continue to develop our people and talent

On behalf of the Board

Sajad Manzo

Drrector

30" June 2015

McCann-Enckscon Advertising Limited
Registered Company Number 1372305




McCann-Erickson Advertising Limited

Directors’ report for the year ended December 2014

The directors present their report and the financial statements of McCann Enickson Advertising Ltd (“the
Company”) registered number 1372305 for the year ended 31 December 2014

Advantage has been taken of the audit exemption available for subsidiary companies conferred by section
479A of the Companies Act 2006 on the grounds

e that for the year ended 31 December 2014 the company was entitied to the exemption from a
statutory audit under section 479A of the Companies Act 2006 retating to subsidiary companies, and

e that no notice has been deposited under section 476 of the Companies Act 2006 in relation to the
financial statements for the financial year

Directors

The directors’ who held office during the year, and up to the date of signing the financial statements, are
given below

S Hirmpe: Resigned 10th July 2014
M Jackson
C Macdonald Resigned 24th June 2014

S Manzoor




McCann-Erickson Advertising Limited

Directors’ report for the year ended December 2014 (continued)
Corporate social responsibility

The Company takes a fundamental approach towards sustainability The Company creates frameworks to
implement policy but also encourages individual responsibility to deliver behavioural change

in terms of suppliers we source from a wide base of suppliers to ensure economic advantage for our clients,
however, where possible we support those n the locality to boost the local economy as well as to minimise
the impact of transportation

Sustainability practices are endorsed and communicated throughout the Company emails are not printed
unless necessary, double sided printing Is set as a default on printers, paper recycling bins are placed in
every department and there I1s a video and film tape recycling programme We have initiated several energy
efficiency awareness campaigns throughout our London offices  Our travel programme endorses public
transport and video conferencing where possible

The Company has also long been interested In the local community and has recently begun to strengthen
relationships with assoclations such as the Do Lectures and Gaod For Nothing, in order to further promote
and support local initiatives

Dividend

No dividend was paid during the year (2013 Zero)

Charnitable and political donations

The Company paid a total of £10,000 (2013 £5,780) to registered charities during 2014
Employment of disabled persons

Due consideration 1s given to applications for employment of disabled persons having regard to the particular
aptitudes and abilities of the applicants concerned Arrangements are made, wherever possible, to
accommodate current employees who are either disabled or who become disabiled, to enable them to
perform work dentified as appropriate to thew aptitudes and abiities  The Company provides for the
adequate training, career development and promotion of disabled persons

Employee involvement

Employees are informed regularly about aspects of the business and its progress which the Company
constders relevant to them, including communications through management channels or in writing as
appropriate The Company involves employees in matters of concern to their jobs and work situation and
endeavours to maintain a sense of identity with the Company’s aims and objectives The effectiveness of
employee commurication 1s regularly reviewed by the directors and improvements implemented as required
Weekly company updates to ali staff are held and formal feedback from the Company Is also sought through
the use of employee engagement Climate Surveys




McCann-Erickson Advertising Limited

Directors’ report for the year ended December 2014 (continued)
Financial risk management

The Company’s operations expose it to a vanety of financial nsks that include the effects of changes in credit
nsk, hquidity nsk, interest rate nsk and foreign exchange nsk Given the size of the Company, the directors
have not delegated the responsibility of monitoring financial nsk management to a sub-committee of the
board The policies set by the board of directors are smplemented by the Company’s finance department
The department monitors circumstances to determine where it would be appropriate to use financial
instruments to manage financial nsks

Price risk

The Company Is exposed to vendor price risk as a result of its operations However, the directors consider
the nsks to be mirumal and that the costs of managing any exposure to vendor price nisk exceed any
potential benefits The directors will continue to monitor the appropriateness of this policy

Credit risk

The Company has implemented policies that require appropriate credit checks on potential clients before
services are provided

Liquidity risk
The Company has no debt finance
Iinterest rate risk

The Company has interest beanng cash balances that earn interest at vanable rates The Company places
cash on short term deposit depending on the avallability of funds

Foreign exchange risk

To the extent that the Company enters into inter-company loan agreements, third party client or vendor
transactions in currencies different to that of the Company's funchional currency, there 1s an exposure to
movements in exchange rates The Company uses basic offsetting techniques as agreed with parent
company to mimimise the impact of exchange rate movements

The ultimate parent undertaking, The Interpublic Group of Compamnies, Inc (IPG), has confirmed in writing its
intention to continue to support the Company for a penad of not less than one year from the date of approval
of these financial statements, by providing sufficient funds to enable it to meet its hiabilities as they fall due
On this basis, the directors have concluded that it remains appropriate to prepare the financial statements on
a going concern basis




McCann-Erickson Advertising Limited

Directors’ report for the year ended December 2014 {continued)
Statement of directors’ responsibilities

The directors are responsible for prepanng the Directors’ Report and the financial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that
law the directors have prepared the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)

Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affars of the company and of the profit or loss of the
company for that period In prepaning these financial statements, the directors are required to

+ Select suitable accounting policies and then apply them consistently,

+ Make judgements and accounting estimates that are reasonabte and prudent,

* State whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements,

+ Prepare the financial statements on the going concern basts unless 1t Is inappropriate to
presume that the company will continue In business,

The directors are responsible for keeping adequate accounting records that are suffictent to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them tc ensure that the financial statements comply with the
Companies Act 2006 They are also responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irreguianties

The directors are responsible for the maintenance and integrity of the company’s website Legislation in
the United Kingdom governing the preparation and dissemination of financiai statements may differ from
legislation in other junsdictions

The directors acknowledge their responsibilities for

« Ensuring that the company keeps adequate accounting records which comply with section 386
of the Companies Act 2006, and
preparing financial statements which give a true and fair view of the state of the affairs of the company
at 31 December 2014 and of its profit or loss for the year then ended in accordance with the
requirement of section 394 of the Companies Act 2006, and which otherwise comply with the
requirements of the Companies Act 2006 relating to financial statements so far as applicable to the
company

On behalf of the Board

Sajad Manzoor
Director

30" June 2015
MeCann-Erickson Advertising Limited
Registered Company Number 1372305




McCann-Erickson Advertising Limited

Profit and loss account for the year ended 31 December 2014

2014 2013

Notes £000 £'000

Turnover 2 40,903 48,223
Cost of sales (14,545) {21,989)
Revenue 26,358 26,234
Administrative expenses (29,492) (26,222)
Goodwill amortisation {76) (76)
Operating loss 3 (3,210) (64)
Investment impairment - {215)
Dwvidend received - 215
Interest payable and stmilar charges 4 (123) (116)
Interest receivable and stmilar income 5 99 130
Loss on ordinary activities before taxation (3,234) (50)
Tax on loss on ordinary activities 8 {407) (301)
Loss for the financial year (3,641) (351)

The Company has no recognised gains and losses other than those included in the results above,
and therefore no separate statement of total recognised gains and losses has been prasented

There are no matenal differences between the profit on ordinary activities before taxation for the

financial year stated above and their histoncal cost equivalents
All operations are continuing

The accompanying notes form an integral part of these financial statements




McCann-Erickson Advertising Limited

Balance Sheet as at 31 December 2014

Notes 2014 2013
£'000 £'000
Fixed assets
Intangible assets 11 884 960
Tangible assetls 2] 1,967 2,233
Investments 10 - -
2,851 3,193
Current assets
Work in progress 12 7,062 3,477
Debtors due within one year 13 11,442 9,918
Marketable secunties 14 63 -
Cash at bank and in hand 11,966 19,120
30,533 32,515
Creditors: amounts falling due within one year 15 (13,280) {11,589)
Net current assets 17,253 20,926
Total assets less current liabilities 20,104 24,119
Provisions for kabilitres 19 {5,038) (5,480)
Creditors' falling due after more than one year 16 {109) {41)
Net assets 14,957 18,598
Capital and reserves
Called up share capital 20 3,182 3,182
Share premium account 21 9,432 9,432
Profit and loss account 21 (8,157) (4,516)
Capital contnbution 21 10,500 10,500
Total shareholders’ funds 22 14,957 18,598

The financial statements on pages 9 to 30 were approved by the board of directors on 30" June 2015 and
signed on its behalf by

Advantage has been taken of the audit exemption available for subsidiary companies conferred by section
479A of the Companies Act 2006 on the grounds

a that for the year ended 31 December 2014 the company was entitled to the exemption from a
statutory audit under section 479A of the Companies Act 2006 relating to subsidiary companies, and
b that no notice has been deposited under section 476 of the Companies Act 2006 in relation to the

financial statements for the financial year




McCann-Erickson Advertising Limited

The directors acknowledge their responsibilities for

a ensuring that the company keeps adequate accounting records which comply with section 386 of the

Companies Act 2006, and

b preparing financial statements which give a true and fair view of the state of the affairs of the
company at 31 December 2014 and of its profit or loss for the year then ended n accordance with the
requirement of section 394 of the Companies Act 2008, and which otherwise comply with the requirements
of t C{[ZZ:IES Act 2008 relating to financial statements so far as applicable to the company

A aJ/
Safad Manzooé

Director
McCann-Enckson Advertising Limited
Registered Company Number 1372305
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014
1 Accounting policies

These financial statements are prepared on the going concern basis, under the historical cost
conventicn and In accordance with the Companies Act 2006 and applicable accounting standards in
the United Kingdom The principal accounting policies are applied consistently and set out below

a) Turnover

Turnover represents amounts receivable from clients exclusive of value added tax, in respect of
billings for media advertising, production work and fees provided during the year

b) Revenue

Revenue represents the commissions and fees earned for services provided to customers The
timing of recognition 1s summarnsed below

- Fees are recognised in accordance with contractual terms, which may be either
proporticnal performance, straight-iine, annual or monthly

- Commissions earned on the sale of media space are recognised at the date of
publication or broadcast

Contractual arrangements with clients may also include performance incentive provisions
designed to ink a portion of the turnover to the Company’s performance relative to both
qualitative and quantitative goals Perfermance incentives are recognised as turnover for
guantitative targets when the target has been achieved and for qualitative targets when
confirmation of the incentive is received

Revenue represents amounts receivable (excluding VAT) for service and coordination fees
levied to third party customers and other group companies Recharges recovered via the
management service fee are booked when the costs are accrued

The Agency recognises revenue based on the contractual relationship with its clients and the
proportion of work done, or when the contractual obligation 1s fully discharged

c) Basis of preparation / exemption from consolidation

These financial statements are prepared on the going concern basis as IPG has confirmed in wnting
its intention to continue to support the Company for a period of not less than one year from the date of
approval of these financial statements, by providing sufficient funds to enable it to meet its habilities
as they fall due On this basis, the directors have concluded that it remains appropriate to prepare the
financial statements on a going concern basis

Having undertaken the analysis required by Urgent Issues Task Force bulletin 43 ‘The interpretation
of equivalence for the purposes of section 400-401 of the Companies Act 2006’, the directors have
concluded that the Company I1s able to take advantage of the Companies Act exemption from
preparing consolidated financial statements on the basis that its ultimate parent undertaking, The
Interpublic Group of Companies, Inc prepares Group financial statements, which incorporate all the
subsidiary and associated undertakings of the Company ownership structure and meet the
eguivalence test in accordance with the EU Seventh Directive

Page 11




McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 {continued)
1 Accounting policies (continued)
d) Operating Leases

Operating lease rentals are charged to the profit and loss account in the year in which they fall due
The company does not have any finance leases

e) Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation Cost includes the onginal
purchase price of the asset and the costs attnbutable to bringing the asset to its working condition for
its iIntended use Depreciation s calculated to write off the cost of the assets evenly over therr
expected useful ives as follows

Dilapidation assets 20 years

Fixtures, fithings and office equipment 3to 7 years

Leasehold improvements Lesser of 10 years or the
remaining hife of the lease

Computer hardware and software 3 to 4 years

f} Intangible assets

Intangible assets compnse goodwill which arose following the hive up of AoU dunng 2012 This
company was previously acquired in 2011 The gocdwill I1s calculated as the difference between the
consideration and the value of the hived up assets It 1s amortised from the point of company
acquisition over its estimated useful hfe of 15 years

g) Asset retirement obligation

The farr value of estimated asset retirement obligations 15 recognised in the balance sheet when
identified and a reasonable estimate of farr value can be made The fair value 1s determined based on
the net present value of the estimated asset retirement obligations which include those legal
obligations where the company will be required to retire tangible long-lived assets such as leaseholds
The asset retirement costs, equal to the estimated fair value of the asset retirement obligation i1s
capitalised as part of the cost of the related long lived asset Asset retirement costs are amortised
over the life of the lease

Amortisation of asset retirement costs 1s mcluded in depreciation of fixed assets Increases in the
asset retirement obligation resulting from the passage of time are recorded as interest expense i the
profit and loss account Actual expenditures incurred are charged against the accumulated obligation

h) Lease incentives

In the event that lease incentives are received to enter into non-cancellable operating leases, such
Incentives are recogrused as a hability Lease payments are allocated between rental expense and
the reduction of such a lability In the event that lease incentives are offered when entering inte non-
cancellable operating subleases, such incentives are recognised as an asset lease receipts are
allocated between rental ncome and the reduction of such an asset

i) Work n progress

Work in progress comprises external charges for services incurred on behalf of chents which have still
to be recharged to clients Work in progress is stated net of amounts billed to clients It s stated at the
lower of cost and net realisable value

Page 12




McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)
1. Accounting policies (continued)
J} Foreign currencies

Assets and habilites in foreign currencies are translated into sterling at the rates of exchange ruling at
the balance sheet date Transactions in foreign currencies are translated into sterling at the rate of
exchange ruling at the date of the transaction Exchange differences ansing from the revaluation of
foreign currency assets and labilities are taken to the profit and loss account during the year

k) Taxation
Corporation tax payable 1s provided con taxable profits at the current rate

Deferred taxation 1s recognised in respect of all tming differences that have onginated but not
reversed at the balance sheet date, where transactions or events that result 1n an obhigation to pay
more tax in the future, or a nght to pay less tax in the future, have occurred at the balance sheet date
Timing differences are differences between the Company'’s taxable profits and its results as stated in
the financial statements that anse from the inclusion of gains and losses In tax assessments in
pernods different from those in which they are recognised in the financial statements

A deferred tax asset 1s regarded as recoverable and therefore recognised only when, on the basis of
all avallable evidence, it can be regarded as more likely than not that there will be suitable taxable
profits from which the future reversal of the underlying timing differences can be deducted

Deferred tax 1s measured at the average tax rates and laws that are expected to apply in the periods
in which the timing differences are expected to reverse, based on tax rates and laws that have been
enacted or substantively enacted by the balance sheet date Deferred tax Is measured on a non-
discounied basis

1) Deferred income

Deferred income represents revenue invoiced in advance of services that have not yet been rendered
to clients

m) Investments

Investments are stated at cost less provision for impairment in value A review of the investments
held is performed to determine whether an impairment tngger has occurred during the year Any
impairment in the value of the iInvestment 1s carned at Is charged to the profit and loss account in the
year it 1s identified

n) Netting-off policy

Balances with other companies of The Interpublic Group of Companies, Inc, are stated gross, unless
all of the following conditions are met

The company and the counterparty owe each other determinable monetary amounts, denominated
either in the same currency, or In different but free convertible currencies,

{n) The company has the ability to ins:st on a net settlement, and

{(n The company's ability to insist on a net settlement 1s assured beyond doubt For this to be the
case It I1s necessary that the debit balance mature no later than the credit balance It s also necessary
that the company’s abiity to insist on a net settiement would survive the insolvency of the
counterparty

Page 13




McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)
1. Accounting polities {continued)
o) Incentive compensation plans

Compensation costs related to share-based transactions, including employee stock options, are
recognised In the Financial Statements based on fair value Stock-based compensation expense Is
generally recognised over the requisite service period based on the estimated grant-date fair value
Cash settled share based payments are measured at fair value at the balance sheat date and are
included in creditors

The movement in cumulative expense since the previous balance sheet date I1s recognised in the
profit and loss account, with a corresponding entry in creditors

Cash awards are generally granted on an annual basis and have a service period vesting condition
and generally vest in three years Cash awards do not fall within the scope of the share based
payments as they are not paid in equity and the value of the award I1s not correlated with the
Interpublic Group of Companies, Inc 's share price  The present value of the amount expected to vest
for cash awards and performance cash awards over the vesting period 1s amortised using the straight-
ine method In the profit and loss account

p) Pension costs

Contnbutions payable in respect of employees’ personal pension plans are expensed in the profit and
loss account as they are incurred

The Company operates a defined contniputton pension scheme The assets of the scheme are held
separately from those of the Company in an independently administered fund The penston cost
charge disclosed in Note 25 represents contnbutions payable by the Company to the fund

The Company 1s a member of the Interpublic Pensron Plan, a defined benefit scheme The Company
has adopted the reporting requirements of Financial Reporting Standard No 17 As the Company 1s
unable to dentify its share of the assets and labilities of the Group scheme, it accounts for
contributions as if they were to a defined contribution pension scheme Contributions are charged to
the profit and loss account in the year to which they relate Details of the scheme are given in the
financial statements of Interpublic Limited and are referred to in Note 25

q) Cash flow statement and related party disclosures

The cash flows of the Company are included in the consolidated cash flow statement of The
Interpublic Group of Companies, Inc, the ultimate parent undertaking Consequently, the Company 1s
exempt under the terms of FRS 1 “Cash flow statements” from disclosing a cash flow statement

The Company 1s wholly owned by The Interpublic Group of Companies, Inc and therefore utihses the
exemption contained In FRS 8 ("Related Party Disclosures”) not to disclose any transactions with
entittes that are part of the Interpublic Group The address at which the consolidated financial
statements of The Interpublic Group of Companies, Inc are publicly available 1s shown in Note 27

r} Amounts recoverable under contracts

Amounts recoverable under contracts compnse external charges for services incurred on behalf of
clients which have still to be recharged to clients 1t 1s stated at the lower of cost and net realisable
value Long term contracts are stated at the net cost less foreseeable losses

Page 14




McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)

2. Turnover 2014 2013
£'000 £000

By geographical region
UK 12,512 24,915
Rest of Europe 21,440 19,278
UsAa 4,217 3614
Middle East & Far East 226 66
Rest of world 2,508 350
40,903 48,223

Page 15




McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)
3. Operating loss

The following amounts have been charged/(credited) in arnving at the operating loss

2014 2013
£'000 £'000
Salaries and wages (Note 6) 20,613 19,074
Pension cost (Note 6)
Defined contnibution 795 394
Defined benefit 3,081 1,886
Severance costs 156 774
Depreciation {note 9)
- Tangible fixed assets 313 270
Remuneration of auditors’
Auditors' remuneration for non-Statutory audit services (US ) 78
GAAP)
Auditors' remuneration for non-audit services 5 -
Bad debt - provision increase 201 52
Exchange loss/(gain) 4 (74)
Operating lease rentals
- Hire of plant and machinery 64 64
- Office space 3,595 3,595
Rental income receivable (3,047) (3,097)

Page 16




McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)

4, Interest payable and similar charges

2014 2013
£'000 £'000
Interest payable on bank overdrafts 2 2
Unwinding of discount on provisions for llabilities and charges 121 114
Interest payable 123 {116)
5. Interest receivable and similar income
2014 2013
£'000 £'000
Interest receivable on bank accounts 81 130
Interest receivable on intercompany loan 18 -
Interest receivable a9 130
3 Employee costs
2014 2013
£'000 £'000
Wages and salanes (including directors) 14,808 14,448
Social security costs 1,621 1,692
Other pension costs 3,876 2,280
Severance 156 774
Shared based payments 152 {20)
Employee costs 20,613 19,074

Further details relating to pension costs are outlined In Note 24

The average monthly number of employees (including directors)

during the year was

and consists of

By country
United Kingdom

234 (2013 236)

2014 2013
Number Number
234 236

Page 17




McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)

6. Employee costs (continued)

2014 2013
By Job type Number Number
Account management 98 83
Creative 32 36
Studio 45 55
Managenal 4 5
Planning 7 9
Finance 12 13
Administration 21 19
TV 7 9
Other 8 7

234 236

The location of the average monthly number of people employed (including directors) by the company
during the year i1s set out below

2014 2013
United Kingdom 234 236
Rest of Europe - -
Middle East and Africa - -
North America - -
Average number employed 234 236

7. Directors’ emoluments

The directors are remunerated by the Company in respect of their services to the Company

2014 2013
£000 £'000
Aggregate emoluments, including benefits in kind 201 312
Defined contnbution scheme — Company contributions 22 a1
223 353
Highest paid director 2014 2013
£000 £'000
Aggregate emolumenits, including benefits in kind 173 134
Long term incentive
Defined contribution scheme — Company contributions 15 20
188 154
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)
B. Tax on profit on ordinary activities

The charge for taxation for the year 1s based on the results for the year and comprises

2014 2013
£'000 £000
Current taxation
UK corporation taxation - -
Double taxation relief - -
Foreign tax 19 -
Adjustments In respect of prior years - 3
Total current tax 19 31
Deferred taxation
Ongination & reversal on tming differences 388 (345)
Adjustment in respect of prior year - 612
Release of deferred tax asset provision
Deferred tax asset not recognised
Effect of change in tax rate - 3
Total deferred taxation 388 270
Tax on loss on ordinary activities 407 301
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)

8 Tax on profit on ordinary activities (continued)

Factors affecting the tax charge for the penod

The tax assessed for the period 1s lower than the standard rate of corporation tax in the UK of 21 5%

{2013 — 23 25 %) The differences are explained below

2014 2013
£000 £'000
Loss on ordinary activities before taxation {3,234) {50)
{Loss) on ordinary activihes multiphed by the standard rate of
corporation tax in the UK of 21 5% (2013 23 25%) {695) {(12)
Effects of
Expenses not deductible for taxation purposes — other 81 148
Capital allowances in excess of depreciation (40) (33)
Qther short term timing differences {615) (732)
Utihsed/unutilised losses - 635
Foreign tax - withholding tax suffered 19 -
Group relief for it consideration 1,269
Prior year adjustments - 30
19 31

Current charge for the period

A change to the UK Corporation Tax rate reducing it from 21% to 20% effective from 1 April 2015
was enacted in the Finance Act 2013 Unprovided deferred tax balances have been measured using
arate of 20% (2013 - 20%) There are deferred tax assets in respect of trading losses of
£1,030,027 (2013 £1,030,027) and £478,891 (2013 £727,179} in respect of short term timing
differences that have not been recognised due to the uncenrtainty of future taxable profits or future

capital gains
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)

9. Tangible assets
Equipment, Asset retirement
Leasehold Computer fixtures & OQbligation £'000
improvements hardware and fittings Total
£:000 software £000 £'000 £'000

Cost
At 1 January 2014 4,510 2,158 3,729 790 11,187
Additions 98 346 34 - 478
At 31 December 4,608 2,504 3,763 790 11,665
2014
Accumulated
depreciation
At 1 January 2014 3,320 1,548 3,632 554 8,954
Charge for year 391 251 62 40 744
At 31 December 3,711 1,799 3,594 594 9,698
2014
Net book amount
At 31 December 897 705 169 196 1,967
2014
At 31 December 1,190 610 197 236 2,233

2013
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)

10. Investments

Investments
£'000

Cost

At 1 January 2014 909

At 31 December 2013 809

Provision for Impairment

At 1 January 2014 909
909

i At 31 December 2014
|

At 31 December 2014

At 31 December 2013

Note on Investment

Investment figure relates to the acquisition of All Of Us Design Limited in July 2011 All of Us Design
Limited 1s in the process of being liquidated and the corresponding investment has been written down

to £4 representing the share capital only of this entity
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)

11. Intangible Assets
Goodwill
£'000
Cost
At 1 January 2014 2,118
At 31 December 2014 2,118
Accumulated amortisation
At 1 January 2014 1,158
Charge for the year 76
At 31 December 2014 1,234
Net book value at 31 December 2014 884
Net hook value at 31 December 2013 960

The goodwill arcse on the hive up of All of Us Design Limited assets on 1 June 2012 This being the
purchase consideration in excess of the fair market value of the net assets hived up

The final deferred payment for business acquisition 1s a labiity due to be settled in 2016 The hability
arose as part of the consideration paid upon acquisition in July 2011 and the amount i1s payable to the
former owners of the business The amount payable represents the best estimates of the Company at
the balance sheet date and 1s calculated using a model based on the performance of the business
over a period from the date of acquisition to 31 December 2015

12. Work In progress

Unbilled work in progress comprise

2014 2013

£'000 £°000
Unbilled chent production costs 7,062 3,477

7,062 3,477
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)

13 Debtors: amounts due within one year
2014 2013
£°000 £'000
Amounts owed by Group undertakings 2,317 2,614
Trade debtors 7,557 5,201
Deferred tax (17) - 388
Other debtors 202 181
Prepayments and accrued income 1,286 1,454
Taxation and social security 80 80
11,442 9,918

All amounts owed by Group undertakings are unsecured and repayable on demand The balances do
not accrue interest

14, Marketable Securities
2014 2013
£'000 £000
Marketable Securities 63 -

Marketable securities relate to Amencan Airlines Group Inc, the market value of which 1s not
matenally different from thewr carrying value

15. Creditors. amounts falling due within one year

2014 2013

£'000 £'000

Amounts owed to Group undertakings 4,098 1,718

Trade creditors 4,878 4,339

Accruals 3,765 5,001

Other creditors including taxation and social 539 531
security

13,280 11,589

All amounts owed to Group undertakings are unsecured and repayable on demand The Company
participates in The interpublic Group of Companies, Inc pooling arrangement with Lioyds parent
undertaking guarantee The remamning creditors are unsecured
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 {(continued)

16. Creditors- amounts falling due after more than one year
2014 2013
£'000 £'000
Other creditors 109 41
17. Deferred tax asset
2014 2013
£'000 £'000
Accelerated capital allowances - -
Other tming differences - 388
Total deferred tax asset - 388
As at 1 January 388 836
Charge n profit and loss account (388) 345
Adjustment in respect of prior years - (693)
As at 31 December - 388
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)

18 Operating lease commitments

As at 31 December 2014 commitments for the following year under operating leases were as follows

2014 2013
£000 £000
Buildings
Lease expiring
- within one year - -
- within two to five years 3,595 3,596
- after five years - -
3,595 3,595
Other
Lease expiring
- within one year - -
- within two to five years 62 62
- after five years - -
62 62
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)

19. Provisions for liabilities and charges
Credits,
discounts Asset
and other retirement Other Total
rebates obligation provisions
£'000 £'000 £'000 £'000
As at 1 January 2014 1,846 2,988 646 5,480
Additions 185 - 365
Charge/(credit) to profit )
and loss account (557) (23) (580)
Utiised dunng the year (108) - (307) {413)
Transfers - - - -
Unwinding of discount - 186 - 186
As at 31 December 2014 1,548 3,174 316 5,038

In 2003, a provision was made and a correspending fixed asset established for Asset Retirement
Obhgations in accordance with the dilapidation terms of the Company's operating ieases The
obligation assessment was calculated based on a valuation provided by an independent third party
surveyor This has been discounted to net present value using a discount factor of 6 25% The full
hability will accrue over the remaining lwes of the teases

In the normal course of business the Company receives rebates, discounts, and other credits from
vendors for the procurement of good and services that the Company commission on behalf of third
party clients Following an extensive review in 2004, the Company established that iIn some instances,
the accounting for these amounts was inconsistent with the underlying contractual requirements and a
provision was established In the current year, the Company has reviewed the arrangement to see
whether cntena for recognition in the profit and loss account have been met In instances where those
cnternia have been met, corresponding amounts have been recognised in the profit and loss account
In addition as the statute of imitations period of 6 years has passed In relation to certain credits, these
have been released n the current year

20. Called up share capital
2014 2013 2014 2013

Number Number £°000 £'000
{000's) {000's)

Authonsed

Ordinary shares of £ 1 3,182 3,182 3,182 3,182
each
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)

21, Resarves
Share
Called premium Profit Capital
up and loss contributio Total
share account n
capital
£'000 £'000 £'000 £'000 £'000
At 1 January 2014 3,182 9,432 (4,516) 10,500 18,598
Additions - - - - -
Share Premium account - - - - -
Dividends Paid - - - - -
Profit {or the year - - (3,641) - (3,641)
At 31 December 2014 3,182 9,432 (8,157) 10,500 14,957
22 Reconciliation of movement in equity shareholders’ funds
2014 2013
£'000 £'000
Opening shareholders’ funds at 1 January 18,598 18,949
Profit for the year {3,641) (351)
Closing shareholders’ funds at 31 December 14,957 18,598
23. Guarantees and other financial commitments

The Company had no commitments for authorised but not contracted future capital expenditure in

either year

a) On 12 November 1999, the Company entered into an Omnibus Letter of Set Off, together with
Interpublic Limited and other UK subsidiaries of The Interpublic Group of Companies, Inc
(collectively the Companies) and with Lioyds TSB Bank plc {the Bank) The Omnibus Letter of
Set Off, provides that the Bank should have the night at any time and from time to time without
notice to combine or consolidate all or any of the then existing accounts with the Bank of the
Companies or any of them with all or any of the liabilities to the Bank of the Companies or any

of them, and to set-off or transfer any sums standing to the credit of any one of these

accounts in or toward satisfaction of any labilihes (whether actual, contingent, pnmary,
collateral, several or joint) of any of the Companies to the Bank regardless of whether the

accounts or llabilities are denomunated in sterling or any other currency

b) As indicated above the Company participates in the Interpublic pooling arrangement with
Lloyds TSB Bank plc The interest rate I1s inked to base rate and the overdrafts are secured

by ultimate parent undertaking guarantee
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 {continued)
24 Contingent liahilities

The company 15 not party to any other commitments or guarantees including composite cross
guarantees between banks and fellow subsidiaries except for the Interpublic pooling arrangements
with Lloyds TSB Bank plc The interest rate 1s nked to a vanable base rate and the overdrafts are
secured by parent company guarantees

25, Pensions
Defined Contribution Scheme

The Company does not operate a pension scheme but makes defined contnbutions into individual
pension policies on behalf of certain employees The charge for the year 2014 totalled £ 795,176
(2013 £393,611) At 31 December 2014, £ 98,208 (2012 £ 62,355) remained unpaid

Defined Benefit scheme.

The Company, along with other companies in The interpublic Group of Companies, Inc also
participates in The Interpublic Pension Plan (“the Plan™), which 1s a defined benefit plan providing
benefits based on members’ service and pensionable earnings McCann Erickson Advertising Limited,
along with other companies In the Group, 1s unable to identify its share of the underlying assets and
habtities in the Plan and so accounts for its participation in the Plan as a defined contribution plan,
with contributions payable being charged to the profit & loss account in the pernied to which they

relate, in accordance with Financial Reporting Standard No 17

The latest actuarial valuation of the Plan for funding purposes was carried out as at 31 March 2012 by
a qualified independent actuary The financial assumptions used in the valuation were as follows

Discount rate 4 6% a year

Rate of Price Inflation (CPIl) 2 6% a year

Rate of pay increases (before promotienal increases) 3 3% a year
Rate of pension Increases 3 2% a year (henefits up to 30 June 2007)
Rate of pension increases 2 1% a year (benefits from 1 July 2007)
Benefits subject to a cap of 5% a year (benefits up to 30 June 2007)
Benefits subject to a cap of 2 5% a year (benefits from 1 July 2007)

As at 31 March 2012, the actuary calcufated the funding deficit to be £37 7 milhion The actuary
recommended the participating employers pay 19% of pensionable earnings for the penod from 12
June 2013 to 30 September 2019 (as per the dates in the Schedule of Contributions) In respect of
the shortfall in funding in accordance with the revised recovery plan dated 1 January 2012, there was
a payment holiday for the deficit funding between 1 January 2012 and 30 June 2013 In accordance
with the revised schedule of contributions and latest recovery plan, both dated 12 June 2013, the
employers will additionally contribute amounts to the Plan such that the cumulative amount totals at
least £441,667 per month for each month between 1 July 2013 and 30 September 2019 inclusive
McCann Erckson Advertising Limited s contributing £ 196,090 a month towards this total Such
monthly contributions are due for the peniod between 1 July 2013 and 30 September 2019 inclusive

Active members contribute to the Plan at the rate of 6 3% of pensionable earnings from 1 July 2010 to
30 June 2013 and then 10 2% of pensionable earnings from 1 July 2013 to 30 September 2019

The cost of contributions to the Plan by the Company amounted to £ 3,081,110 during the year (2013
£ 1,886,693)
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McCann-Erickson Advertising Limited

Notes to the financial statements — 31 December 2014 (continued)

26. Incentive compensation plans

The Company operates a number of equity-settied and cash-settled share-based compensation plans

under which it receives services from employees as consideration for equity instruments of The

interpublic Group of Companies, Inc or cash payments During the year the Company recorded a
cash based compensation expense in the income statement of zero (2013 zero} and a liability of zero

{2013 zero) as at 31 December 2014

Share Settled Performance Related Restricted Stock Units

Movements in the number of awards outstanding and therr related weighted average exercise prices

are as follows

2014 2014 2013 2013
No of Weighted average fair No of Weighted
restncted stock value (£) restncted average far
units stock units value (£)
Cutstanding as at 1 January 0 10,842 6 82
Granted dunng the penod 18,865 £10 55 10,324 844
Transferred {to)/from a group company i) -21,166 1073
Cancelted dunng the penod -5,660 £12 01 0 Y]
Released dunng the penod i) 0 0
Qutstanding at 31 December 13,205 £13 34 0 0

Compensation expense In connection with the restricted stock awards was £ 82,867 in 2014 (2013 £

36,481) and 1s recorded on McCann-Encksen Advertising Limited's accounts The Interpublic Group

of Companies, Inc 1s responsible for 1ssuing the shares upon settlement of the awards and therefore

holds the equity balance for the equity settled awards |
|
[

27. Ultimate parent undertaking and controiling party

The iImmediate parent undertaking 1s McCann Erickson Network Limited, a company registered in
England and Wales Copies of its consolidated financial statements are available at 3 Grosvenor
Gardens, London SW1WO0BD

The ulhmate parent undertaking and controling party 1s The Interpubfic Group of Companies Inc , a
company incorporated in the USA

The Company's ultimate parent undertaking 1s The Interpublic Group of Companies, Inc , which Is
incorporated in the United States of America Copies of the financial statements of The Interpublic
Group of Companies, Inc , which 1s the largest Group into which the Company 1s consolidated, can be
obtained from The Company Secretary, The Interpublic Group of Companies, Inc 1114 Avenue of the
Americas, New York, NY 10036, United States of America The company's smallest Group into which
the Company is consolidated i1s IPG Holdings (UK) Limited Copies of its financial statements are
available at 3 Grosvenor Gardens, London SW1WO0BD
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