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MCCANN ERICKSON COMMUNICATIONS HOUSE LIMITED
DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2007

The directors present ther report and the audtted financial statements of the company for the year
ended 31 Decernber 2007

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES

McCann Enckson Communications House Limited ("MECH") provides full service advertising and
marketing services in the United Kingdom

The trading results for the year ended 31 December 2007 are shown in the attached profit and

loss account and show a pre-tax profit of £5 4m (2006 - £2 4m) and sales of £100 3m (2006 - £105 7m)
The company has cash reserves at the year end of £18 2m {2006 £13 5m) and net assets of £23 4m
2006 (£16 5m)

Focussing on Continuing Operations and reftecting the impact of a number of one off items,
our adjusted operating profit is as follows

2007 2006
£000 £:000
Operating profit from continuing operations 4,189 1,558
Exceptional item* (1,702) -
Prior year management charges - 210
Ad)justed operating profit 2,487 1,768

* Release of pnor year provisions (see note 3 of financial statements)

As shown above on a like for ike basis, the company achieved a growth in adjusted operating profits of 41%
driven mainly by a growth in continuing revenues of £1 3m, or 7% With tight control of our operating costs
we have been able to see this increase in revenues flowing through to operating profits

The agency’'s creative standing was reflected i the fact that it supplied no less than three judges for the
creative Gold Standard, D&AD, this year Overall, MECH was prominent m seven competitions, including
The New York Festivals {Silver Medal) Cannes (Finalist) and The Roses (six, vanous) The healthcare sector
was well represented 1n 2008 too, with a Gold and Siver at the Over The Counter awards and more

Silvers {3) than any other agency at the recent IPA Awards in London We are currently shortisted m

three categones in Campaign Magazine's maugurat Big Awards The agency’s efforts to fully integrate

digital continue to bear fruit with no less than mine awards won this year for web-based content

FUTURE OUTLOOK
We will continue to strengthen our integrated offering, parhicularly in the area of digital and despite the
continuing competitive marketplace we remain confident that prospects for growth are encouraging

STRATEGY

The bustness 15 focused on increasing revenue through organic growth as well as new client growth

As mentioned above, we expect to see increased digital penetration being a significant part of this growth and
equally therefore, a key focus will be to fully Incorporate digital skills inte our integrated remit via a focused
programme of training & development In addiion, digital recrutment will also be an important part of our strategy
and a number of key digital hinngs have already been made this year which we expect to contnue going forward
As part of this strategy, the company 1s comitted to continually reviewing its operations to dehver cost
effectiveness to clients and ensure continued growth of operating margins

A cnibical success factor in achieving our projected growth 1s our people  The agency has

a focussed people strategy, the ulimate aim of which 1s to operate a proactive talent management programme
with a range of inhiatives and attraction techriques to ensure that we employ not only the best in class in

all marketing disciplines, but also provide an ongoing pipeline of talent for the future

The highlight of this strategy has been our Summer School programme where undergraduates and graduates
competed for one of 16 places to spend two weeks living and breathing integrated markeling communications
with a week of masterclasses followed by a week preparnng to present a campaign pitch to a real chent

Career management is very much a joint responstbility within the agency with all employees having the
opportunity to develop both personally and professionally from a wide range of iniiatives discussed and agreed
dunng interim and annual performance reviews




McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED
DIRECTORS’ REPORT FOR THE YEAR ENDED 31 DECEMBER 2007 (CONTINUED)

KEY PERFORMANCE INDICATORS

2007 2006
Revenue growth 70% B0%
Growth m revenues from continuing operations, adjusted
for one off and exceptional items
Operating Margin (%) 11 5% 10 6%

ratio of operating profit to gross income expressed as a
percentage and exciuding exceptional and one-off items

PRINCIPAL RISKS AND UNCERTAINTIES

McCann Enckson Communications House Limited 1s a wholly owned subsichary of Interpublic, Inc

The principal nsks and uncertainties of Interpublic, Inc, are discussed in that company's annual

report which does not form part of this report  The principal nsks facing our company

relate to attracting and retaiming major clients i the face of the continued competition In the marketplace
and ensuring we continue to develop our people and talent

DIRECTORS
The directors who served dunng the year and those who are currently directors are shown on page 1
No directars have held any shares or rights to shares in the company at any ime during the year

At no ime duning the year has any director had a matenal interest in a contract with the company,
in relation to the business of the company or the individual

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
passible, for the retraining of employees who become disabled, to enable them to perform work
identified as appropriate to their apbtudes 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 s progress which the company
considers relevant to them, including communications through management channels or n wnting

as appropnate

The company involves employees in matters of concern to therr jobs and work srtuation and
endeavours to maintain a sense of identity with the company's aims and objectives The
effectiveness of employee communication 1s regularly reviewed by the directors and improvements
implemented as required A newsletier i1s also published on a ti-monthly basis providing information
on a wide range of subjects and we maintain a staff Intranet site

FINANCIAL RISK MANAGEMENT
The company’s operations expose It to a vanety of financial risks that include the effects of changes in
credit nsk, hquidity nsk and interest rate nsk

Given the size of the company, the directors have not delegated the responsibiity of monitoring financial
nsk management to a sub-committee of the board The policies set by the board of directors are

implemented by the company’s finance department The department monitors circumstances to determine
where it would be appropriate to use financtal instruments to manage financiat risks

Price nsk
The company 1s exposed to vendor price nsk as a result of its operattons However, the directors consider

the risks o be minmat and that the costs of managing any exposure to vendor price nisk exceed any potential

benefits The directors will continue to monitor the appropnateness of this policy The company has
no exposure to equity securittes price risk as it holds no listed or other equity investments

Credit risk
The company has implemented policies that require appropnate credit checks on potential chents before
services are provided and where possible insures trade receivables




McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED
DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2007 (CONTINUED)
FINANCIAL RISK MANAGEMENT (CONTINUED)

Liquidity rsk
The company has no debt finance

Interest rate cash flow risk
The company has nterest bearing assel including cash balances, all of which earn interest at vaniable rates
The company places cash on short term deposit depending on the availability of funds

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for preparing 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 elected to prepare the financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and
applicable law) The financial statements are required by law to give a true and fair view of the state
of affarrs of the company and of the profit or loss of the company for that period

In preparing those financial statements, the directors are required to

+ select suitable accounting policies and then apply them consistently,

 make judgements and estimates that are reasonable and prudent,

» state whether applicable UK Accounting Standards have been followed, subject to any mateniat
departures disclosed and explained in the financial statements

* prepare the financial statements on the going concern basis unless it is inapproprrate to presume
that the company will continue in bustness, in which case there should be supporting assumptions or
qualifications as necessary

The directors confirm that they have complied with the above requirements in prepanng the financial
statements

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that the
financial statements comply with the Companies Act 1985 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 rregutanties

The directors are responsible for the maintenance and integnty of the company’s website
Legislation in the United Kingdom governing the preparation and dissermination of financial
statements may differ from fegislation in other jurisdictions

DISCLOSURE OF INFORMATION TO AUDITORS
Each of the persons who 1s a director at the date of approval of this report confirms that

- 50 far as the director 15 aware, there s no relevant audit information of which the company’s
auditors are unaware,

* the director has taken al! the steps that he ought to have taken as a director in order to make
himseif aware of any relevant audit Information and to establish that the company’s auditors are
aware of that infermation

This confirmation 1s given and should be interpreted in accordance with the provisions of s234ZA of
the Companies Act 1985




McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED
DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2007 (CONTINUED)
AUDITORS

The auditors, PncewaterhouseCoopers LLP, have indicated their willingness to continue 1n office and a
resolutron for thewr re-appointment will be proposed at the annual general meeting

By order of the Board

T™MJ Willlems
Secretary
15 September 2008




INDEPENDENT AUDITORS' REPORT TO THE MEMBERS QF McCANN ERICKSON
COMMUNICATIONS HOUSE LIMITED

We have audited the financial statements of McCann Enckson Communications House Limited for the
year ended 31 December 2007 which comprise the Profit and Loss Account, the Balance Sheet and the
related notes These financial statements have been prepared under the accounting policies set out
therein

Respective responsibilities of directors and auditors

The drreclors’ responsibiities for preparing the financial statements in accordance with applicable law
and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)
are set out In the Statement of Directors' Responsibilities

QOur responsibriity 1s to audit the financial statements 1n accordance with relevant legal and regulatory
requrements and International Standards on Auditing (UK and ireland) This report, including the
opinion, has been prepared for and only for the company’s members as a body in accordance with
Section 235 of the Comparmes Act 1985 and for no other purpose  We do not, In giving this opinion,
accept or assume responsibilty for any other purpose or to any other person to whom this report 1s
shown or into whose hands it may come save where expressly agreed by our prior consent in wnting

We report to you our opinion as to whether the financial statements give a true and farr view and are
properly prepared in accordance with the Companies Act 1985 We report to you whether n our opinion
the information given in the Directors’ Report 1s consistent with the financial statements We also report
to you If, in our opinion, the company has not kept proper accounting records, if we have not received
all the information and explanations we require for our audi, or if information specified by law regarding
directors’ remuneration and cther transactions 1s not disclosed

We read other mformation contamed in the Annual Report, and consider whether 1t 1s consistent with
the audited financial statements This other information comprises only the Directors’ Report We
consider the implications for our report If we become aware of any apparent misstatements or material
nconsistencies with the financiat statements Our responsibilities do not extend to any other
information

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued
by the Auditing Practices Board An audtt includes examination, on a test basts, of evidence relevant to
the amounts and disclosures in the financial statements It also includes an assessment of the
significant estimates and judgments made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the company's circumstances,
consistently applied and adequately disciosed

We planned and performed our audit so as to obtan all the information and explanations which we
considered necessary In order to provide us with sufficient evidence to give reasonable assurance that
the financial statements are free from material misstatement, whether caused by fraud or other
irregulanty or error {n forming our opinion we also evaluated the overall adequacy of the presentation of
information in the financial statements

Opinion

In our opimon

» the financial statements give a true and fair view, 1n accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the company’s affairs as at 31 December 2007 and of its
profit for the year then ended,

» the financial statements have been property prepared in accerdance with the Companies Act 1985,

and
- the information given in the Directors' Report 1s consistent with the financial statements

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Manchester

19 S'WI-M.&J' 2o0%




McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2007

Notes 2007 2007 2007 2006
Before Exceptional Total Total
Exceptional  ltems (note 3)
Items
£'000 £'000 £'000 £'000
TURNOVER 2
Continuing operations 100,357 - 100,357 104,822
Discontinued operations - - - 880
100,357 - 100,357 105,712
COST OF SALES
Continuing operations {78,658) 1,732 {76,928) (84,498)
Discontinued operations - - - {187)
{78,658) 1,732 (76,926) {84,695)
REVENUE
Continuing operations 21,699 1,732 23,431 20,324
Discontinued operatons - - - 693
21,699 1,732 23,431 21,017
Adminustrative expenses {19,272) (30) {19,242) {19,403)
OPERATING PROFIT
Continuing operations 2,487 1,702 4,189 1,558
Discontinued operations - - - 56
4,189 1614
Interest receivable and similar income 3 1,174 755
PROFIT ON ORDINARY ACTIVITIES
BEFORE TAXATION 3 5,363 2,369
TAX ON PROFIT ON ORDINARY
ACTIVITIES 6 1,531 {30)
RETAINED PROFIT FOR THE YEAR 13 6,894 2,339

The attached accounting policies and notes form a part of these financral statements

There are no other gains and losses in the year other than the profit as stated above




McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2007

Notes 2007 2007 2007 2006
Before Exceptional Total Total
Exceptional  Iltems {note 3)
Items
£'000 £'000 £'000 £000
TURNOVER 2
Conbnuing operations 100,357 - 100,357 104,822
Discontinued operations - - - 890
100,357 - 100,357 105,712
COST OF SALES
Continuing operations (78,658) 1,732 (76,926} (84,498}
Discontinued operations - - . {197}
(78,658) 1,732 (76,926) (B4,695)
REVENUE
Continuing operations 21,699 1,732 23,431 20,324
Discontinued operations - - - 693
21,699 1,732 23,431 21,017
Admnistrative expenses {19,272) {30} (19,242) {19,403)
OPERATING PROFIT
Continwng cperations 2,487 1,702 4,189 1,558
Discontinued operattons - - - 56
4,189 1,614
tnterest recevable and simitar income 3 1,174 755
PROFIT ON ORDINARY ACTIVITIES
BEFORE TAXATION 3 5,363 2,369
TAX ON PROFIT ON ORDINARY
ACTIVITIES 6 1,531 (30)
RETAINED PROFIT FOR THE YEAR 13 6,894 2,339

The attached accounting policies and notes form a part of these financial statements




McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED

BALANCE SHEET AS AT 31 DECEMBER 2007

Notes 2007 2006
£'000 £000
FIXED ASSETS
Tangible assets 7 9,442 9,866
CURRENT ASSETS
Work in progress 1,350 894
Debtors 8 17,551 22,099
Cash at bank and in hand 18,161 13,485
37,062 36478

CREDITORS Amounts falling due

within one year 9 {20,125) (25,541)
NET CURRENT ASSETS 16,937 10,937
TOTAL ASSETS LESS CURRENT LIABILITIES 26,379 20,803
PROVISIONS FOR LIABILITIES 11 {2,967) (4,285)

AND CHARGES
23,412 16,518
CAPITAL AND RESERVES
Called up share capital 12 20 20
Profit and loss account 13 23,392 16,498
SHAREHOLDERS' FUNDS 14 23412 16,518
M%c/kﬁﬂ/\/\

MJ Jackson
Director

The financial statements were approved by the Board of Directors on 15 September 2008

The attached accounting policies and notes form a part of these financial statements
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McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007

ACCOUNTING POLICIES

Basis of accounting

The financial statements have been prepared on the gotng concern basis, under the hustorical cost
convention, in accordance with applicable accounting standards in the UK and the Companies Act 1985

Turnover

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

Revenue

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

QOperating leases

Operating lease rentals are charged to the profit and loss account in the year in which they fall
due

Pension scheme arrangements

The company 1s an adhered member of the Interpublic Pension Plan, a defined benefit scheme
Penston costs arg accounted for in accordance with FRS17 on the basis of contnbutions

paid to the Interpublic Pension Plan Details of the scheme are given in the Financial Statements of
Interpubhic Limuted and is referred to in note 15

Tanaible assets and depreciation

Tangible assets are stated at cost less accumulated depreciation

Depreciation 15 provided at such rates as will write off the cost of tangible fixed assets over ther
expected useful ives The annual depreciation rates used are

Buildings 2%
Fixtures, fittings and office equipment 10 - 25%

Work in progress

Work in progress comprises exlernal charges for services incutred on behalf of clients which have
still to be recharged to clients  Work in progress s stated net of amounts bifled to chents It 1s stated at the
lower of cost and net realisable value

Deferred taxation

Provision 15 made for deferred tax hiabilies and assets, using full prowision accounting, otherwise known
as the incremental rabiity method, when an event has taken ptace by the balance sheet date which gives
rise to an increased or reduced tax ltabity in the future in accordance with FRS 19

Deferred tax 1s measured al the average tax rates that are expecled to apply in the pencds in which

the tming differences are expected to reverse based on tax rates and laws that have been enacted

or substanhally enacted by the balance sheet date Deferred tax 1s measured on a non-discounted basis
A deferred tax asset Is recognized if the directors believe it 1s more hkely than not that the asset will be
utilized




McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007 (CONTINUED)

-

ACCOUNTING POLICIES(CONTINUED)

Foreign Currencies
Transactions in foreign currencies are recorded at rates ruling at the date of the transaction Monetary

assets and habittes in foraign currencies are expressed in sterling at the rates rufing at the balance sheet date
Exchange differences arising on translation are reflected in the profit and foss account

Share based payments
Some employees of the company participate in a share option plan operating by Interpublic, inc, the ultimate parent

company Al share based payments are cash settted and are measured at fair value at the balance sheet date
The far value determined at each balance sheet date 1s expensed aver the vesting period, based on the
share price at that ime

In accordance with FRS20, the charge ansing for share based payments 1s recognised n the income statement
of the company which employs those to whom the share based awards are granted The credit entry 1s reported
within 'Other Creditors’

2 TURNOVER
Geographical Analysis 2007 2006
£'000 £'000
United Kingdom 100,357 105,712
All turnover arose from a single class of business :
3 PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION '
Profit on ordinary activiies before taxation 1s stated after (creditng)/charging
2007 2006
£000 £'000
Interest receivable from overmight deposits (1,174) {755)
Auditors' remuneration for audit services 43 47
Auditors' remuneration for audi related services 59 64
Depreciation - owned assets 682 516
{Gain}loss on disposal of assets - (41)
Operating lease rentals - office & office retated 136 134
- cars 83 119
Exceptional item - Release of accruals 414 -
- Release of provisions and charges 1,318 -
- Direct costs associated with releases (30) -

The exceptional items relate to the release of provisions for potential lathihies in respect of media and
production credits  The movements reflect the continuing review we are undertaking to resolve these i1ssues
and represents habilities which management believe are no longer due

~10 -




McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007 (CONTINUED)

4 EMPLOYEES

2007 2006
£'000 £'000

Staff costs, including directors’ emoluments
Wages and salaries 10,192 10,314
Soocal security costs 1,182 1,098
Share based payments (note 10) 38 87
Other pension costs {note 15) 1,648 1,604
13,040 13,103
Number Nurnber
The average number of employees durning the year was 262 267

S5 DIRECTORS' EMOLUMENTS

Drrectors’ emoluments excluding pension contributions, ali of which were in respect of

services as directors for the year {or part thereof), amounted to £540,000 (2006 - £827,000)

During 2006 4 directors resigned, although continued as employees of the company Accordingly, the
relevant proportion of therr salaries 1s included in the comparative figure covering ther pernod of office
Retirement benefits are accruing to 2 (2006 2) directors under a defined benefit scheme

Remuneration in respect of the highest paid director was as follows

2007 2006
£'000 £'000
Remuneration {excluding pension) 290 268
Payments made in respect of Share Based Incentives 51 -
Accrued pension at 31 December 69 58

6 TAXATION ON PROFIT ON ORDINARY ACTIVITIES

The charge for taxation which has been prowided at 30% (2006 - 30%) I1s based on the results
for the year and comprised

2007 2006
£000 £'000
UK corporation tax - Current year - -
- Adjustments in respect of prior periods {1,484) 92
Total Current Tax {1,484) g2
Deferred Taxation
Ongination and reversal of iming differences {19) 89
Adjustments in respect of prior penoeds (28) 32
Total deferred tax {47) (62)
Tax (credit)/charge on profit on ordinary activities {1,531) 30

-11 -




McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007 (CONTINUED)

6 TAXATION ON PROFIT ON ORDINARY ACTIVITIES {CONTINUED)

The standard rate of corporation tax in the UK 15 30% (2006 30%) The current tax charge is lower

than 30% (2006 lower) for the reasons set out below

2007 2006
£'000 £000
Profit on ordinary activities before tax 5,363 2,368
Profit on ordinary activities mulliplied by standard rate in the 1,609 711
UK 30% (2006 30%)
Effects of
Expenses not deductible for tax purposes 103 74
Accelerated capital allowances and other timing differences 138 108
Short term tring differences {45} {15)
Group Relief for nil consideration (1,805) (938)
Adustments to tax charge in respect of previous period {1,484) 92
Current tax (credit)/charge for the penod (1,484) 32
7 TANGIBLE ASSETS
Office
Land & Furniture & computer
Buildings & fittings equipment Total
£000 £'000 £'000 £'000
COsST
At 1 January 2007 9,961 740 1,547 12,268
Addiions 20 35 203 258
Disposals {14} {448} {187} (649)
At 31 December 2007 9,987 327 1,563 11,877
DEPRECIATION
At 1 January 2007 957 449 996 2,402
Charge for the year 273 124 285 682
Disposals {14) {448) (187) (649)
At 31 December 2007 1,216 125 1,094 2,435
NET BOOK VALUE
At 31 December 2007 8,771 202 469 9,442
At 31 December 2006 9,024 291 551 9,866
8 DEBTORS
Amounts falling due within one year
2007 2006
£000 £'000
Trade debtors 15,045 19,229
Amounts owed by other group undertakings 1,112 1,158
Prepayments and accrued income 336 733
Corporation tax 31 -
Deferred tax asset 1,027 979
17,551 22,099

in respect of amounts owed by other group undertakings, these amounts are not interest bearing and are

repayable on demand




McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007 (CONTINUED)

8 DEBTORS (CONTINUED)

The movement on the company's deferred tax asset during the year was as follows

Deferred Tax asset 2007 2006
£000 £'000

Accelerated Capita! Allowances 987 910
Short Term Timing Differences 39 69
1,026 879

Asset at start of the year 979 917
- prior year adjustment 29 {32)

- current 19 94

1,027 979

During the year, as a result of the change in the UK Corporation Tax rates from 30% to 28% which will be
effective from 1 Apnl 2008, deferred tax balances have been remeasured Deferred tax expected to reverse
in the year to 31 December 2008 has been measured using the effective rate for the penod (28 5%)

9 CREDITORS Amounts falling due
within one year

2007 2006

£000 £'000

Trade creditors 11,7086 14,065
Amounts receved in advance on work in progress 1,069 1,069
Amounts owed to other group undertakings 1,818 2,122
Corporation tax - 1,454
Other taxation and social security 2,366 2,552
Other creditors 146 197
Accruals and deferred income 3,020 4,082
20,125 25,541

In respect of amounts owed to other group undertakings, these amounts are not interest bearing and are
rapayable on demand

10 Share based payments
The company participates in the Interpublic RSU plan for certain senior executives  Awards are
granted annually and vest over a three year period At the end of the vesting perod the awards
are settled in cash at the share price at the settlement date The fair value of the awards at the end of each year
ts based upon the sterling equivalent of the Interpublic, inc share price at the balance sheet date

Awards outstanding duning the year are as follows

2007 2007 2006 2008

Number Price” Number Prce*

Qutstanding as at 1 January 47,632 £6 2400 31457 £5 5632
Granted dunng the penod 10,255 £59150 16175 £4 7038
Paid dunng the period {14,579) £5 5000 - -
Outstanding/share price as at 31 December 43,308  £4 0800 47,632 £6 2400

* The pnce represents the share pnce of Interpublic, Ine shares at the date of each event

13-
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McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007 (CONTINUED)

11 PROVISIONS FOR LIABILITIES AND CHARGES

The movement over the year 1s analysed as

Balance at 1 January 2007
Movements during the year

Balance at 31 December 2007

In 2004 the company established a provision for potential liabilities in respect of media and production

Media and Production
Credits
£'000
4,235
(1,318)

2,967

credits for hiabiliies largely relating to 2003 and prior years The movements this year reflect the

continuing review we are undertaking to resoclve these issues and represents hiabiliies which management

believe are no longer due

12 SHARE CAPITAL

Authonsed, allotted and fully paid 20,000
ordinary shares of £1 each

13 PROFIT AND LOSS ACCOUNT

Balance at 31 December 2006 as previously reported

Retamed profit for the year

Balance at 31 December 2007

14 RECONCILIATION OF MOVEMENTS IN SHAREMOLDERS' FUNDS

Profit for the financial year
Net addition to shareholders' funds
Opening shareholders’ funds as restated

Shareholders' funds at 31 December

14 -

2007 2006
£000 £000
20 20
£000
16,498
6,894
23,392
2007 2006
£000 £000
6,894 2,339
6,894 2,339
16,518 14,179
23,412 16,518




McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007 (CONTINUED)

15 PENSION COSTS

Defined benefit scheme

The company, along with other companies in the Interpublic Group, participate in the Interpublic Pension Plan
(“the Pian”), which 1s a defined benefit plan providing benefits based on members' service and penstonable
earnings The company, along with other companies in the Group, 15 unable to identify its share of the
underlying assets and habilittes 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 pertod to which
they relate

The latest actuanal valuation of the Plan for funding purposes was carried out as at 1 Apnl 2006 by a qualfied
independent actuary The financral assumptions used in the valuation were as follows

Discount rate 5 2%

Rate of price Inflatton 3 0%

Rate of pay increases (before promotional increases) 4 0%
Rate of pension increases 2 9% (benefits up to 30 June 2007)
Rate of pension increases 2 1% (benefits from 1 July 2007)
Rate of deferred pension increases 3 0%

As at 1 Aprd 2008, the actuary calculated the funding deficit to be £28 4 million The current Schedule of
Contnbutions requires that all participating employers pay 17 8% of pensionable earnings for the period 1 July
2007 to 30 June 2010 and 19% of pensionable earnings for the penod 1 July 2010 to 30 June 2012 In respect
of the shortfall In funding in accordance with the recovery plan dated 4 June 2007, the employers will
additionally contribute to the Plan amounts such that at any point in time the cumulative amount of these
contributions (from all participating employers) from 1 July 2007 1s no less than had £353,500 per month been
pard Such contnbutions are due for the period of 5 years from 1 July 2007 to 30 June 2012 The company IS
contnbuting £85,000 a month towards this total, inclusive of an allowance for expenses

Active members contribute to the Plan at the rate of 9% of pensionable earnings for the pencd 1 July 2007 to
30 June 2010

From 1 January 2006 to 30 June 2007, partictpating employers' contributions were 40% of pensionable
earnings and active members' contributions were 6% of pensionable earnings

An approximate funding review was carried out as at 1 April 2007 This showed that the deficit was estimated
to be £21 3million

The total cost of contributions to the Plan by the Company amounted to £1,521,000 during the year (2006
£1,220,000) The company also contributes to the Institute of Practiioners in Advertising {"IPA") scheme, a
defined contribution scheme  Total employer contributions to the IPA scheme dunng 2067 amounted to
£82,000 (2006 £83,000)

16 LEASING OBLIGATIONS

At the end of the year there were annual commitments under non-cancellable operating leases
expiring as follows

17

2007 2007 2006 2006
Other Buildings Other
£'000 £'000 £'000
Within one year 37 50 67
Between one and five years 114 - 133
53 151 50 200

CONTINGENT LIABILITIES

The company 1S party to group banking arrangements whereby the bank has the nght to offset positive
cash batances agamnst borrowings on other group companies
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McCANN ERICKSON COMMUNICATIONS HOUSE LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2007 (CONTINUED)
18 PARENT UNDERTAKINGS

The Interpublic Group of Companies Inc, 1114 Avenue of the Americas, New York, New York 10036,
which is incorporated in the United States of Amenica, is the parent undertaking and the largest group
to consolidate these financial statements and 1s the ultimate parent company

As permitted by FRS1(revised 1996), a cash flow statement 1s not included in these financial statements
because a consolidated cash flow statement 1s presented by Interpublic Limited, the utimate

United Kingdom parent undertaking The company 1s also exempt under the terms of FRSS8 from
disclosing related party transactions with entities that are part of the Interpublic Group of Companies Inc
There are no other related party transactions

19 INVESTMENT IN SUBSIDIARY COMPANY
The company has one wholly owned non-trading subsidiary - Propeller Creative Services Limited
However, because the company 1s itself a wholly owned subsidiary of McCann-Erickson Network

Limited, it 15 exempt under section 228 of the Companies Act from the requirement to prepare
group accounts The carrying value of this investment 15 £100
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