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McCANN MANCHESTER LIMITED
DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2011

The directors present therr report and the audited financial statements of the company for the year
ended 31 December 2011

BUSINESS REVIEW, PRINCIPAL ACTIVITIES AND KEY PERFORMANCE INDICATORS
McCann Manchester Limited prowides full service adverbising and markehng services in the United Kingdom

The trading results for the year ended 31 December 2011 are shown in the attached profit and

loss account and show a [oss on ordinary actvities before taxation of £2 Om (2010 profit £2 Sm) and turnover
of £80 4m (2010 £76 Sm}

The company has cash reserves at the year end of £8 8m (2010 £9 4m) and net assets of £37 Om

{2010 £33 9m)

The company, along with 12 other participating employers, has an obligation to fund the outstanding deficit on the
Interpublic Pension Plan In December 2011 a one-off additional contnbution of £25m was made to fund this deficit
The company's allocated share of this additional funding contribution was £5 Om which was settled by the issuance of
shares of 2,797 shares of £1,876 each The amounts owed to and by McCann-Enckson Network Limited have been
net settled through an intercompany offset agreements For additional details refer to Note 13 and Mote 16

Focusing on Continuing Operations and reflecting the impact of a number of one off items, our
key performance indicators being adjusted revenue adjusted operating profit and adyusted operating margin
are as follows

2011 2010

£000 £000
Revenue 19 467 20,173
Exceptional items * (1.099) (337
Adjusted revenue 18,368 19,836
Operating (loss)/profit {2,279} 2,285
Exceptional items * (1,099) (330
One off addibonal pension deficit contnbution 5008 -
Adjusted operating profit 1,630 1,948
* Releasa of pror year provesions (see note 4 of francial staternents)

2011 2010
Adjusted Operating Margin (%) 9% 10%

(rater of cperating profit fo revenue expressedas a
percentage and excluding excephenat and cne-coff tems)

The company was impacted in the year by the loss of Seton Schell London Internatienal Group pke (SSL) following ts
acquisihion by Reckitt Benckiser However this was largely mitigated by a solid performance deliverad via both orgaruc active
growth and new client wins  Through management of the cost base the company was able to maintain a similar operating margin

We have continued to focus on delivenng the most effective results for our cltents through our integrated offering and
remained committed to growing and devoloping the digiial offering  Further progress was made In this area with the
conschdation and fotal integratron of the company's digital business, relocating the digital talent from a central Manchester
location into the Bonis Hall campus

As testmony to the company’s dedication in delivenng Creative Excellence, the company received both national and
international recognition for the popular Aldi "Like Brands™ campaign, winning a Gold and two Silvers at the Creative
Circle awards as well as gold awards from Epica and Grocer and a siver frem Campaign Big in the relevant categones
This success culminated n the winning of Britain's favounte TV commercial for 2011

At the Roses the company also achieved a silver award tn the Ambient Media / Stunts category for the work done for
Posh Jewels and two bronze awards were received for the Cross Country "Cheapskate Mate™ campaign

Despite the continuing economic challenges within which we operate 2011 was a key year in terms of talent attraction,
retention and development within the company  One of the most successful elements has been the intreduction of the
McCann Apprentice scheme, a flagshup level 3 apprenticeship programme developed in conjunction with a learning
partner Other key intiatives include a comprehensive programme of learning lunches and master classes, designed
specifically by the company for the company

Key performance indicaters measunng the success of our talent inthiatives include the retention of the IPA Gold Standard
for Continuous Professional Development for the fourth year, recemning the accolade of Britain's Top Employer for the third
year - including second place In our respective category and finally recerving a certficate of commendation from the TJ
Awards for best commercial inbiative in recognition of the apprentice programme



McCANN MANCHESTER LIMITED
DIRECTORS' REPORT FOR THE YEAR ENDEDP 31 DECEMBER 2011 {CONTINUED)
FUTURE OUTLOOK AND STRATEGY

The current year has started well with continued organic growth and kicking off projects with a number of new clients
secured at the back end of 2011  The company continues to focus on growing the digital business and enhancing the
compettiveness of our production offering

Yet agarn this year will be challenging due to a continuation of weak market conditions and slow economic growth

tut the company remains in a strong position to continue to outperform in the markets in which we operate

PRINCIPAL RISKS AND UNCERTAINTIES

McCann Manchester Limited is a wholly owned subsidiary of interpublic, Inc

The pnnctpal nsks and uncertalnties of Interpublic, Inc, are discussed in that company's annual

report which does not form part of this report  The pnincipal risks facing our company relate to atiracting and
retaining major clients m the face of the continued competion in the marketplace and ensunng we retain,
as well as continue fo develop our people and falent

DIRECTORS
The directors who are curmently directors are shown on page 1 All directors served throughout the year except
far the director listed below

E Birchall Date of appomntiment 24 August 2012

At no time during the year has any director had a matenal interest in 8 contract wath the company,
in relation to the business of the company or the indwvidual

CORPORATE SOCIAL RESPONSIBILITY

The company is committed to its CSR policy, which reflects and complements its core business goals The
company is therefore focused on maximising benefits 1o all stakeholders by identifying where social and
commerctal interests intersect, harnessing creativity and innovation to create social and brand value

EMPLOYMENT OF DISABLED PERSONS

Oue consideration i1s given to applications for employment of disabled persons having regard to the
particular aptitudes and abilites of the applicants concemed Arrangements are made, wherever
possible, for the retraining of employees who become disabled, to enable them to perform work
identified as appropnate to their aptitudes and abilites The company provides for the adeguate traming,
career development and promotion of disabled persons

EMPLOYEE INVOLVEMENT

Employees are informed regularly about aspects of the business and its progress which the company
considers relavant fo them, including communicabons through management channels or in writing

as appropnate

The company involves employees In matters of concem to their jobs and work situation and
endeavours to maintaln a sense of identity with the company's aims and objectives The
effectiveness of employee communication Is regularly reviewed by the directors and improvaments
implemented as required Regular company updates to all staff are held

FINANCIAL RISK MANAGEMENT
The company's operations expose it to a variety of financlal risks that include the effects of changes in
credit nsk, Iiquidity nsk and interest rate cash flow risk

Given the size of the company, the directers have not detegated the responsibility of monitoring financial
nsk managementto a sub-committea of the board The palicies set by the board of directors are
implemented by the company's finance department The department monitors circumstances to determine
where it would be appropnate to use financial instruments to manage financial nsks

Price risk

The company 1s exposed to vendor pnce nsk as a result of its operations However, the directors consider
the nsks to be minimal and that the costs of managing any exposure to vender price fisk exceed any potential
benefits The directors will continue to momtor the appropriateness of this policy The company has

no exposure to equity secunties price risk as it holds no ilsted or other equity investments

Credit risk
The company has implemented policies that require appropnate credit checks on potentia! clients before
services are provided and where pussible insures trade recewvables

Liquldity risk
The company has no debt finance

Interast rate cash flow risk

The company has interest bearing assets including cash balancaes, alt of which earn interest at vanabie rates
The company places cash on short term ceposit depending on the avallability of funds

-3-



McCANN MANCHESTER LIMITED
DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2011 (CONTINUED)
STATEMENT OF DIRECTORS' RESPONSIBILITIES

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

Company law requires the directors to prepare financal 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 affairs of the company and
of the profit or loss of the company for that penod

In prepanng these financal statements, the directors are required to

= seject suitable accounting policies and then apply them consistently,

» make judgements and accounting estimates that are reasonable and prudent,

+ state whether apphcable UK Accounting Standards have been followed, subject to any matanal
departures disclosed and explained in the financial statements,

+ prepare the financial statements on the going concern basis unless it 1s inappropnate to
presume that the company will continue in business

The drectors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactons and disclose with reasonable accuracy at any time the financial position of the company and
enable them te 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 detecton of fraud
and other irregularities

DISCLOSURE OF INFORMATION TO AUDITORS

In the case of each director in office at the date the Directors’ Report 1s approved

« 5o far as the director is aware, there Is no relevant audit information of which the company's auditors
are unaware,

+ the director has taken all the steps that he ought to have taken as a director in order to make himself
aware of any relevant audlt information and to establish that the company’s auditors are aware of that
nformation

This confirmation 15 given and should be interpreted in accordance with the provisions of Section 418 of the Companies
Act 2006

INDEPENDENT AUDITORS

The auditors, PricewaterhouseCoopers LLP, have indicated their willingress to continue i office and a
resolution for their re-appaintment will be praposed at the annual general meeting

By order of the Board
M.J Jackson

Director

24 August 20




McCANN MANCHESTER LIMITED
INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF MaCANN MANCHESTER LIMITED

Wa have audited the financial statements of McCann Manchester Limited for the year ended 31 December
2011 which compnse the Profit and Loss Account, the Balance Sheet and the related notes The financial
reporiing framework that has been applied in ther preparation Is applicable {aw and United Kingdom
Accounting Standards (United Kingdom Generally Aocepted Accounting Practice)

Raspactive responsibilities of directors and auditors

As explained more fully in the Directors’ Respansibilities Staternent set out on page 4 the directors are
responastble for the preparation of the financtal statements and for being satisfied that they give a true and
fair view Our respons:biity is to audit and exprass an opinlon an the financial statements in accordance with
appiicable law and intemational Standards on Audiling (UK and lreland) Those standards require us to
comply with the Auditing Practices Board's Ethical Standards {or Auditors

This report, including the opimions, has been prapared for and only for the company's members as a body In

accordance with Chapter 3 of Part 16 of the Compantes Act 2006 end for no other purpose  We do not,in

gwing these opmions, accept or assume respensibility for any other purpose or to any other person {o wham

ms report Is shown or into whose hands @ may come save where expressly agreed by our pnor consent [n
ting

Scope of the sudlt of the financial statements

An audit involves abtaming evidence about the amounts and disclosures in the financral statements sufficient
to glve reasonable assurance that the financlal statements ara frea frem material misstaternent, whather
caused by fraud ar error Thea includes an assessment of whether the accounting policies are appropriate to
the company's circumstances and have been consistently applied and adequately disclosed the
reasonableness of significant accounting estimates made by the directors, and the overall presentation of
the financial statements In addition we read all the financial and non-financlal information in the Directors’
Report to identfy matenal incansistencies with the audited financial statements If we become aware of any
apparent Material migstatemants or inconsistencies we conslider the implications for our report

Qpinton on financlal statemants
I our opimion the financial statements

sglve a trug and fair view of the siate of the company s affars a5 al 31 December 2011 and
of its loss for the year then ended,

+ have been pryperly prepared In accordance with United Kingdom Generally Accepted
Accounting Practice, and

« have been prepared In accordanca with the requiremenits of the Companies Act 2008

Oplinion on other matter prescribed by the Companies Act 2006
in our oplnion the Informatlon given in the Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements

Matters en which we are raquired to raport by exception
Wae have nothing to report in respect of the following metiars whese the Companies Act 2008 requires us o
raport to you I, in our opinion

+adequate accounting records have not beaen kept, or returns adaquate for our audit have not
been recewed from branches not visited by us or

«the financial statements are nat in agresment with the accounting records and returns, ar
«certain disclosures of directors remuneration specified by law are not made, or

+we have not received all the information and explanations we requlre for our audst

Randal Casson {Senior Statutory Auditor)

For and on behalf o PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Manchester

24 August 2012




McCANN MANCHESTER LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 11 DECEMBER 2011

TURNOVER

COST OF SALES

REVENUE

Administraive expenses
One off additional pension defled contribution

OPERATING PROFITHLOSS)

Interest recewvable and simdar income

{LOSENPROFIT ON ORDINARY ACTIVITIES
BEFORE TAXATION

TAX ON {LOSS)/PROFIT ON ORDINARY
ACTIVITIES

RETAINED (LOSSYPROFIT FOR THE YEAR

All results derive from contiruing operations

Notes

16

14

2011 2011 2011 2010 2010 2010
Befors  Exceptional Total Befare  Exceplional Tolal
Exceptional ltems Exceptlonal Items
Items (note 4) ltems {note 4)
£000 £000 £'000 E'000 £000 £'000
80,365 - 80,365 76,502 - 76,502
{561,957} 1,099 [60,898) (56 666) 337 (56,329)
18,368 1,099 19,467 19,838 337 20173
{16,738) - (16,738) {17 888) - {17.888)
{5,008) - {5,008) - - -
!3,375] 1‘059 12,279! 1,943 337 2 285
276 166
(2,003} 2 451
(141} 382
2,144 2 833

There is no material difference between the (lass)/profit an ordinary activities befora taxation and the retained (loss)profil for the current year and prior
financial year stated above and thelr historical cost equlvalents

The company has no recognised gans and losses other than those included o the resulls above, and therefore no separate statemsant

of total recogrsed galns and losses has been presented

The attached accounting palicles and notes form a parl of these financial statemants




McCANN MANCHESTER LIMITED

BALANCE SHEET AS AT 31 DECEMBER 2011

FIXED ASSETS
Tangible assets
CURRENT ASSETS
Work 1n progress
Debtors

- Due within one year

- Due after more than one year
Cash at bank and in hand

CREDITORS Amounts falling due
within one year

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES
PROVISIONS FOR LIABILITIES
NET ASSETS

CAPITAL AND RESERVES

Cailed up share capital
Share premium account
Profit and loss account

TOTAL SHAREHOLDERS' FUNDS

The notes on pages § to 16 form pant of the financial statements

The financial statements on pages § to 16 were approved by the Board of Directors on 24 August 2012 and were

signed on 13 behalf by

MA cun~_

MJ Jackson

Director

McCann Manchester Limited
Registered Company Number 1993425

12

201 2010
£000 £000
8,075 8.404
2,224 1,140
20,867 14,788
17,543 17.543
9,815 9416
50,449 42,387
{20,911) (15,658)
20,638 27.229
37,613 35,633
582 {1,705)
37,031 33.627
23 20
5,245 .
31,763 33,907
37,031 33,827
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McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011
ACCOUNTING POLICIES

Bagis of a !

These financial statements have been prepared on the gotng concern basis, under the historical cost
convention, In accordance with applicable accounting standards in the UK and the Companies Act 2006
The principal accounting policles which have been applied on a consistent basis, are set out below

The company has taken advantage of the exemption from prepanng consolidated financial statements
afforded by Section 400 of the Companies Act 2006 because 1t is 8 wholly owned subsidiary of Interpublic
Limited which prepares consolidated financial statements which are publicly avallable The company is
atso, on this basis, exempt from the requirements of FRS1 (revised 1996) to prepare a cash flow statement

The directors have taken advantage of the exemption m FRS8 from disclosing transactions with related
parties that are part of the Interpublic Group of Companies Inc There are no other related party transactions

Turngver

Tumover represents amounts recevable from clients exclusive of value added tax, in respect of

biflings for media advertising, production work and fees for services provided dunng the year This
includes the billings for ‘pass through® expenses which are incurred where we act as agents on behalf of
chents, and which are then deducted under the heading ‘cost of sales' to amve at revenue

Revenue

The company recognises revenue based on the contractual relationship with its chients and the
proportion of work done, or when the contractual obhigation 1s fully discharged

Operating leases

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

Pension gcheme arrangements

The company is an adhered member of the Interpublic Pension Plan, a defined benefit scheme

Pension costs are accounted for in accordance with FRS17 on the basis of contributions

pad to the Interpublic Pension Plan Details of the scheme are given in the Financial Statements of
Interpublic Limited and is referred to in note 16

For Defined Contnbution schemes, the amount charged to the profit and loss account in respect of pension
costs 1s the contnbution payable in the year Oifferences between coninbutions payable in the year and
contnbutions actually pawd are shown as accruals in the balance sheet

Tangibl reclatl
Tangible fixed assets are stated at cost less accumulated depreciation

Depreciatlon is provided at such rates as will write off the cost of tangible fixed assets over therr
expected useful lives The annual depreciation rates used are

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

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

Deferred taxption

Provision 1s made for deferred tax fabiities and assets, using full provision accounting, otherwise known

as the incremental lability method, when an event has taken place by the balance sheet date which gives
rise to an increased or reduced tax liability in the future In accordance with FRS 19

Deferred tax 1s measured at the average tax rates that are expacted to apply in the periods 1n which

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

or substantially enacted by the balance sheet date Deferred tax 18 measured on a non-discounted basis

A deferred tax asset is recognised if the directors befieve it 1s more Kkely than not that the asset will be
utilised

A net deferred tax assets is regarded as recovereble and therefore recognised only when, on the bas:s of all
avallable evidence, 1t can be regarded as more likely than not that, under group tax arrangements, there wili be
suitable taxable profits from which the future reversal of the underlying timing difference can be deducted

Deferred Income

Where payments are received from clients In advance of services provided, the amounts are recorded as
deferred income and Included as part of Creditors due within one year




McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011 (CONTINUED)

-

ACCOUNTING POLICIES (CONTINUED)

Eoreign Currencies

Transactions in foreign currencies are recorded at rates ruling at the date of the transaction Monetary
assets and llablitles in foreign currencles are expressed in sterling at the rates ruling at the batance sheet date
Exchange differences arising on transtation are reflecied in the profit and loss account

Share based payments

Some employees of the company participate in a share option plan operated by Interpublic, Inc, the ultmate

parent company Cash settled share based payments are measured at fair value at the balance sheet

date The fair value determined at each balance sheet date is expensed over the vesting pencd, based on the

share pnce at that time

Equity settled share based payments are measured at fair value at the date of grant The farr value deterruned

at the grant date 1s expensed on straight line basis over the vesting penod, based on the estimated number of shares
that are expected to vest

In accordance with FR520, the charge ansing for share based payments 1s recognised in the profit and Joss account
of the company which employs those to whom the share based awards are granted The credit entry is reported
within ‘Accruals and Deferred mcome'

2 TURNOVER

Geographical Analysis 2011 2010
£'000 £'000
United Kingdom 80,365 76,502
Less cost of sales {60,898} (56,329)
Revenue 19,467 20,173
All revenue arose from a sinple class of business The cost of sales disclosed above relates principally to UK turnover
3 INTEREST RECEIVABLE
2041 2010
£'000 £'000
Interast recelvable from overnight deposits B4 141
Interest recelvable from fellow subsidianes 192 25
276 166
4 (LOSS}YPROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION
(Loss)/Profit on ordinary actwities before taxation is stated after charging/(crediting)
2011 2010
£000 E'000
Audiors' remuneration for audit services 49 55
Auditors’ remuneration for audit related sarvices 46 35
Depreciation - owned assets 430 476
Operating lease rentals - office & office related 137 176
- cars 37 40
One off additional pension deficit contrbution (note 16) 5,008 -
Exceptional item - release of provisions (note 12) {1,099) {337)

The exceptional credit relates to the release of provisions for potential habihties in respect of media and
production credits  The movements reflect the continuing review we are undertaking to resolve these issues
and represents liabiities which management believe are no longer due




McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011 {CONTINUED)

5 EMPLOYEES

2011 2010
£000 £'000
Staff costs, including directors’ emoluments
Wages and salanes 8,697 9,489
Social secunty costs 1,011 1,013
Share based payments 165 74
Other pension costs {note 16) 8,775 1,913
16,648 12,489
Number Number
The average number of employees dunng the year was 220 237
6 DIRECTORS®' EMOLUMENTS
Directors' emoluments excluding pension contnbutions, all of which were In respect of
services as directors for the year, amounted to £642,000 (2010 - £564,000)
Retrement benefits are accruing to 2 (2010 2) directors under a defined benefit scheme
Awards are receivable by 2 (2010 2) directors in the form of share based incentive schemes
Remuneration in respect of the highest paid director was as follows
201 2010
£'000 £'000
Remuneration (excluding pension) 346 348
Payments made n respect of Share Based Incentives 54 24
Accrued pension at 31 December In respect of defined benefit scheme 88 84
7 TAX ON (LOSSYPROFIT ON ORDINARY ACTIVITIES
The chargei(credit) for taxation which has been provided at 26 5% (2010 28%)1s based on the resulls
for the year and compnsed
2011 2010
£'000 £000
UK corporation tax - Current year - -
- Adjustments in respect of prior years {5)
Total Current Tax (8) -
Deferred Taxation
Ongination and reversal of ining differences 263 (229)
Adjustments in respect of pnor years {117} {153)
Total deferred tax 146 {382)
Tax charge/{(credit) on {loss)/profit on ordinary actiities 141 {382)
The standard effective rate of corporation tax in the UK 1s 26 5% for the vear ended 31 December 2011 (2010 28%)
The current tax charge 1s lower than 26 5% (2010 lower than 28%) for the reasons set out below
2011 2010
£'000 £000
{Loss)/Profit on ordinary actvibies before taxation {2,003} 2451
{Loss)/Profit on ordinary activiies multiplied by standard rate in the (531} 686
UK 26 5% {2010 28%)
Effects of
Expenses not deductible for tax purposes 68 74
Accelerated capital aliowances and other tming differences (267) (323)
Short term himing differences 892 15
Group Relief for nil consideration {162) {452)
Adjustments in respect of prior years {5) -
Current tax credit for the year (5) -

-10-



McCANN MANCHESTER LIMITED
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011 (CONTINUED)

7 TAX ON (LOSS)/PROFIT ON ORDINARY ACTIVITIES (continued)

Factors affecting current and future tax charges

A change to the UK Corporation Tax rate reducing It from 28% to 26%, was enacted in the Finance Act 2011 with & further
reduction to 25% effectve from 1 Apnl 2012 In accordance with legislaton included within the Finance Act 2010, the
anticipated and enacted rate of tax as from 1 Apnl 2011 had been 27%

Deferred tax expected to reverse in the year to 31 December 2012 has been measured using the effective rate for the

period of 25 25% (2010 27 25%)

A further reduction of 1% in the UK Corperation Tax rate was announced in the 2012 budget statement and was substantially
enacted on 26 March 2012, reducing the UK rate to 24% from 1 Apnl 2012

There are further proposed changes to the UK Corporation Tax rate for subsequent years, reducing it by 1% per year to 22%
by 1 Apnl 2014 These changes are expected {o be enacted separately each year

The above changes were not substantively enacted at the balance sheet date and therefore the effect of these changes are
not included in these financlal statements

The overall impact of the change in tax rate from 25% to 22% by 2014 would be the reversal of timing differences at an effective
rate of 24 5% in 2012, 23 25% in 2013, 22 25% in 2014 and 22% thereafter If applied 1o the provided deferred tax balance at 31
December 2011, this would reduce the provided deferred tax by £99,080 (being a reduction of £60,972 recognised in 2012,
£30,486 recogrused iy 2013 and £7,622 thereafier)

The overall effect of the changes from 25% to 22%, if applied to the unprovided deferred tax balance at 31 December 2011, would

be to reduce the unprovided deferred tax by £92,934 in total (being a reduction in £61,856 in 2012 and £30,978in 2013)

8 TANGIBLE FIXED ASSETS

Office
Land & Fumiture & computer
Buildings & fittngs equipment Total
£'000 £000 £'000 £000
COST
At 1 January 2011 10023 398 1.305 11,726
Additions 6 15 130 151
Disposals - - (94) (94)
At 31 December 2011 10,029 413 1,341 11,783
ACCUMULATED DEPRECIATION
At 1 January 2011 2,033 263 1,026 3,322
Charge for the year 289 43 148 480
Disposals - - {94 (94}
At 31 December 2019 2,322 306 1,080 3.708
NET BOOK VALUE
At 31 December 2011 7,707 107 261 8,075
At 31 December 2010 7,990 135 279 8,404
9 DEBTORS
Amounts falling due within one year;
2044 2010
£'000 E'000
Trade debtors 18,975 12,116
Amounts owed by ather group undertakings 711 1,287
Prepayments and accrued income 411 459
Deferred tax asset 770 918
20,867 14,788
The deferred tax asset compnses 2011 2010
£000 £'000
Accelerated Capital Allowances - a1s
Short Term Timing Differences 770 98
770 916
The movement on the company's deferrad tax asset during the year was as follows
Asset at start of the year 916 534
- prier year adjustment 117 153
- deferred tax (charge)/credit in profit and loss account (note 7) (263) 229
770 916

11




McCANN MANCHESTER LIMITED
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011 (CONTINUED)

9 DEBTORS (continued)

Amounts falfing tdue after one year

2011 2010
£'000 E'000
Amounts owed by other group undertakings 17,643 17,543
In respect of amounts owed by other group undertakings, these amounts inciude a loan to IPG Holdings (UK) Limited
due for repayment on 15 Apnl 2013 with interest at a rate of 1 05% per annum
10 CREDITORS Amounts falling due
within one year
2011 200
£°000 £'000
Trade creditors 11,100 0,054
Amounts owed to other group undertakings 2,265 1,383
Corporation tax 144 150
Other crediters 60 49
Other taxation and soclat secunty 2,421 2,136
Accruals and deferred income 4,921 2,886
20,911 15,658
In respect of amounts owed to other group undertakings, these amounts are not interest bearing and are
repayable on demand
11 LONG TERM INCENTIVE FLANS
The Interpublic Group of Companies, Inc issue stock and cash based incentive awards o our employees under a plan
esfablished by The Interpublic Group of Compantes, Inc McCann Manchester Limited, along with other companies in
the Interpublic group, participates in The Interpublic Group of Companies, Inc long term incentive plans Refer to The
Interpublic Group of Companies, Inc 2011 Form 10-K for further disclosures relating to their long term incentive plans
Cash Sottled Time Based Restricted Stock Units
Under the long term Incentive plan, restncted stock unlts are granted to key employees and generally vest over three
years Upon completion of the vesting period, the grantee is entitled, at the discretion of The Interpublic Group of
Companies, Inc 's Compensation Committee, to receive a payment in cash based on the far market value of the
corresponding number of shares in common stock The falr value of cash-settled awards i1s adjusted at the end of each
quarter based on The interpublic Group of Companies, Inc's share pnce We amortize stock-based compensation
expense related to these units over the vesting penod based upon the fair value The holder of the cash-setlled awards,
as described above, has no ownership interest in the underlying shares of commaon stock and no maonetary consideration
Is pald by a recipient for a cash-settled award
Cash Settled Time Based Restricted Stock Units
Movements in the number of cash settled time-based restncted stock units cutstanding and their related weighted
average fair value pnces are as follows
2011 2011 2010 2010
No of restrcted stock Weighted No of restricted stock Welghted
Outstanding as at 1 January 20,681 £6 8499 13,285 £4 6937
|Granted dunng the penod : - 7396 £3.6079
Transferred to a group company - . - N
Cancelled during the period - - - -
Released dunng the penod - . - .
Outstanding at 31 Dacember 20,681 £6 3075 20,681 £6 8499

Cash payments of £nil were made in 2011 (2010 £nil) in respect of restricted stock units distributed to participants
Compensation expense in connection with the stock awards was £38,352 (2010 £53 486) Total accrued habibty in
relation to unvested awards as at 31 December 2011 is £103,868 (2010 EB5,851)
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McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011 (CONTINUED)

LONG TERM INCENTIVE PLANS (continued)

Equity Settied Restricted Stock Units

Awards to be seftled In shares are granted to ceriain key employees and are subject to certain restnctions and vesting
requirements as determined by The Interpublic Group of Campanies, Inc 's Compensation Committee The veshing period is
generally three years The fair value of the restricted stock awards is based on The Interpublic Group of Companies, Inc
share pnce on the date the award is granled No monetary consideration is paid by a reciprent for a stock-settled

award and the fair value of the shares determined an the grant date is amortized over the vesting period There were no

equity settled restncted stock units awarded to McCann Manchester Limited employees prior to 2007

The Interpublic Group of Companies, Inc grants both time based and performance based restncted stock units to be

setiled in shares

Performance-based awards have been granted subject {o certain restnctions and vesting requirements as determined by

The Interpublic Group of Companies, Inc 's Compensation Cormmittee Parformance-based awards are a form of stock-based
compensation fn which the number shares ultimately receved by the participant depends on the Company andfor

individual performance against specific performance targets

The awards generally vest over a three-year period subject to the participant's continuing employment as well as the
achievement of certan performance objectives The final number of units and therefore shares that could ultmately be
received by a participant ranges from 0% to 200% of the target amount of units onginally granted Stock-based
compensation expense 15 amortized for the estimated number of performance-based awards that are expected to vest

over the vesting penod using tha fair value of the shares determined at the grant date

Share Settled Time Based Restricted Units

Movements in the number of awards outstanding and their related weighted average exercise prices are as follows

2011 2011 2010 2010
No_of restricted stock Weighted No _of restncled stock Weighted
Qutstanding as at 1 January 15,131 £6 8499 25,386 £4 6937
Granted during the period - - - -
Cancelled during the penod - - B -
Released dunng the penod (15,131} £7 2334 (10,255) £5 6078
Qutstanding at 31 December - - 15,131 £6 8499
Compensation expense in connection with the restncted stock awards was £32,934 1n 2011 {2010 (£21,565)) and is
recorded an McCann Manchester Limited's financlal statements The Interpublic Group of Compames, Inc is responsible for issuing
the shares upen settlement of the awards and therefore holds the equity balance for the equity settled awards
Share Settled Performance Related Restricted Stock Units
Movements in the nurmber of awards outstanding and their related welghted average exercise pnces are as follows
2011 2011 2010 2010
No_of restricled stock Weighted No_of restncted stock Welghted
Qutstanding as at 1 January § 935 £6 8499 12,276 £2 7350
Granted during the penod - - - -
Cancelled during the penod - - - -
Released during the penod {B,935) £7 2334 {5,341) £5 6079
Qutstanding at 31 December - - 6,935 £6 8499

Compensation expense in connaction with the restricted stock awards was £4,269 in 2011 (2010 (£2,123)) and 15 recorded

on McCann Manchester Limited's financial statements The Interpublic Graup of Companies, Inc is respansible for tssuing the shares
upon settlement of the awards and therefore holds the equity balance for the equity settled awands
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McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011 (CONTINUED)

12 PROVISIONS FOR LIABILITIES

The movement over the year |s analysed as Media and
Production Cradits

£'000

Balance at 1 January 2011 1,706
Credited to the profit and loss account (1,099)
Utisation of provision (25}
Balance at 31 December 2011 582

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

credits for habilities largely refating to 2003 and prior years The amounts credited to the profit and loss account
reflect the continuing review we are undertaking to resolve these issues and represents habilities which
management believe are no longer due

13 CALLED UP SHARE CAPITAL

2011 2010
£°000 £000
Authonsed, allotted and fully paid 22,797
ordinary shares of £1 each (2010 20,000) 23 20
In December 2011 the Company made an exceptiona! contnbution of £5 Om fowards the defined benefit pension plan-
The Interpublic Pension Plan In order to fund this contnbution, the company issued 2,797 shares of £1 shares for
the consideration of £5,247,860 to McCann-Erickson Network Limited The transaction was settled by means of an
Intercompany offset agreement For additional details, refer to Note 16
14 PROFIT AND LOSS ACCOUNT
Share premium Profit and loss
account account Total
£'000 £000 £000
Balance at 1 January 2011 - 33,907 332,907
Share issue 5,245 - 5,245
Loss for the financial year - (2,144) (2,144)
Balance at 31 December 2011 5,245 31,763 37,008
18 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS
2011 2010
£'000 £'000
(Loss)/Profit for the financiat year (2,144) 2,833
New shares issued 5,248 -
Net addition to shareholders' funds 3,104 2,833
Opening shareholders' funds 33,827 31,054
Shareholders’ funds at 31 Dacember 37,031 33,927
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McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011 (CONTINUVED)
16 PENSION COSTS

Defined contribution scheme

The Company participates in a defined contnbution pension scheme The assets of the scheme are held
separately from those of the Company in an independently administered fund  The pension cost represents
contributions payable by tha Company to the fund and amounted to £154,000 (2010 - £164,000)

As at 31 Decermber 2011 contributions of £16,148 (2010 £13,627) had not been paid over to the pension schemes

Defined benefit scheme

The Company, along with other companies in The Interpublic Group of Companies Inc also participates in the
interpublic Penslon Plan ("the Plan™), which Is a defined benefit plan providing benefits based on members’
service and pensionable earnings McCann Manchester Limited, along with other comparies in the Group,

15 unable to Identify its share of the undertying assets and Habiktles in the Pilan and so accounts for its
participation in the Plan as a defined contnbution plan, with contributions payable belng charged to the profit
& loss account in the penad to which they relate

The latest actuarial valuation of the Plan for funding purposes was carried out as at 31 March 2009 bya
qualified independent actuary The financial assumptions used In the valuation were as follows

Discount rate 5 5%

Rate of price Inflation 3 1%

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

As at 31 March 2009, the actuary calculated the funding deficit to be £47 6 million The actuary recommended
that all parlicipating employers pay 17 8% of pensionable eamings for the periad t July 2007 to 30 June 2010
and 198% of pensionable earmings for the period 1 July 2010 to 30 June 2012 In respect of the shortfall in funding
In accordance with the recovery plan dated 30 June 2010, the employers will additionally contribute to the

Plan amounts such that at any point In tme the cumutative amount of these contributions (from all

participating employers) from 1 July 2010 15 no less than had £401,000 per month been paid, but with a payment
holiday for the deficit funding between 1 January 2012 and 30 June 2013 Such monthly contributions are due
for the pericd of 8 years from 1 July 2010 to 30 June 2018 McCann Manchester Limited 15 contrbuting

£93,681 a month towards this total

In December 2011, the members entered Into a pension funding arangement in arder to reduce the cash costs
of funding the Interpublic Pension Plan As part of this fransaction, an addonal ane off exceplional pension
contnbution of £25m was made by the member agencies to the Plan McCann Manchester Limited

contributed £5 Om fowards this total To fund this contribution, the company issued shares to the value of £5 2m
The transaclion was settled by the means of an Intercompany offset agreement

Active members contnibute to the Pian at the rate of 9% of pensionable earnings for the period 1 July 2007 to
30 June 2010 and 6 3% of pensionable earnings fram 1 July 2010

The cost of contributions to the Plan by the Company amounted to £6,621,000 during the year (2010 £1,749,000)

17 LEASING OBLIGATIONS

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

2011 2011 2010 2010
Bulldings Other Buildings Other
£'000 £'000 £'000 £'000
Within one year 56 13 - 37
Between one and five years - 72 95 26
5] 85 85 63
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McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2011 (CONTINUED)

18 CONTINGENT LIABILITIES

The company 1s party to group banking arrangements whereby the bank has the nght to offset positive
cash balances agaimnst borrowings on other group companies

19 PARENT UNDERTAKINGS
The tmmediate parent undertaking is McCann-Enckson Network Limited

Interpublic Limited, & company reqistered in England, is the parent of the smallest group of undertakings
to consohdate the financial statements of this company Copies of those financial statements can be
obtained from the Company Secrefary, Interpublic limited, 84 Eccleston Square, London, SW1V 1PX

The Interpublic Group of Companles Inc, 1114 Avenue of the Americas, New York, New York 10036,
which [s incorporated in the United States of Amenca, is the parent undertaking of the largest
group to consohdate these financial statements and is the ultimate parent company and controliing party

20 INVESTMENT IN SUBSIDIARY COMPANY

The company has one wholly owned non-trading subsidiary - Still - The Studio Limited

However, because the company 13 itself a wholly owned subsidiary of McCann-Erickson Netwark
Limited, it is exempt under section 400 of the Companies Act from the requirement to prepare
group financial statements The carrying value of this invesiment is £100 The directors believe the
carrying value of the nvestment 15 supported by therr underlying net assets
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