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McCANN MANCHESTER LIMITED

DIRECTGRS’ REPORT FOR THE YEAR ENDED 31 DECEMBER 2012

The directors present their report and the audited financial statements of the company for the year
enged 31 December 2012

BUSINESS REVIEW, PRINCIPAL ACTIVITIES AND KEY PERFORMANGE INDICATORS

McCaruy Manchester Limited prowvides full senvica advertsing end marketing services in the United Kingdom

The tracing results for the year ended 31 December 2012 are shown in the attached profit and loss account The
directors do not recommend a dridend payment for 2012 {2011 nil) leaving a profit on ordinary activit:es before
laxaton of £3 784k (2011 loss £2,003k) and tumover of E95 141k (2011 E£80 365k) The company has cash

reserves at the year end of £9 615k (2011 £9 B15k) and nel assets of £40 575k {2011 £37 031k)

Focusing on Coniinuing Operations and reflecting the impact of a number of one off itsms our key pesformance

wnidicators being , edjusted op d operating mangn are as follows

2012 2011

£'000 £000
Revenue 20,119 19 487
Exceplional tems * [(149] (1,099)
Adjusted revenue 19|56° 18 368
Operating profitiloss) 3,498 (2 279)
Exceplional tems * (559} {1099)
One off additonal pension deficit contnbution - 5,008
Adjusted operating profit 2,939 1 630

Ralease of pricr year provisions {see note 4 of financial statemants}

2012 2011
Adjustad Operating Margin {%) 15% 9%
(rato of apatating profit to revatue kgressad 83 a
p oe and sxcluding and cne-off tams)

In 2012 the company deltvared very strong organic growth performance on existing chents partcularty within the retail and
pharmaceutical industries The continuing focus on growing and developing our digital offering 1s, in part a reflection of this
organic growth as the company’s digital business goes from strength to strength The acquisition of Manchester and Londoen based
Lakestar Media Limited by the McCann network In June 2012 has further consolidated the company's digital offering with well over
a third of the revenues in 2012 denving from the company's digital products and services

The company also successfully piached for and won ¢lients that further strengthen our retail B2B distnbution and sports
offenngs and capabilbes

This comparty always strives creatively but 2012 was the year thal new levels of achlevemen! were attaned In November it was
announced that McCann Manchester Limited were the best agency in the McCann network beating London, New York Mumbay

and 120 other McCann offices Perhaps more importantly, our peers i the industry put our non-London Post Code aside and
awarded McCann Manchester Limited three Gold Armowes al the Briish Television awards Gald at The Creative Circle Gold at EPICA
Gold at Eurcbest Gold at the IPA Effectiveness Awards Grand Prix at the Roses Awards and Siver medals in double figures
including Best TV Campaign far the 2nd year cunning at The Carmpaign Big Awards Wa are consistently n the maos! recalled ads
sechons of Media Watch ahways being there with o far lower spend than the names in the 1op bracket The creative depariment

size has increased particularty in the TV seclion and there is a closer relationship on the planning side Healthcare 1s seeing

a creative renaissance and the digital output continues to make a significant centnbution to the agency’s profile

Dunng 2012 we continued with a signuficant focus on our most valuable assel our people Qur bespoke Talent Tree people strategy
18 at the cone of our objective 10 atiract retain and develop the best possibie talent Withan this we supported over 6000

development hours with & number of successtid inibatives delivered including intématly designed Masterclasses and Leamung lunches
Qur focus on attracting diverse new talent to the business ganed momentum with the lzunch of our award winrung

apprenticeship programme with Macclesfield College This was compiemented with McCann Manchester Limited supporting 62 work
placements resulting in ten permaneri opportunities

Our people initativas continue to position us as a pioneer within the industry and we are delighted to have received recogriion
of our talent strategy and apprenticeship programme at the Traming Jounal awards We were also delighted to receve
accrediaton from the CRF institute as one of Bntain s Top Employers for the fourth year running



McCANN MANCHESTER LIMITED
DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2012 (CONTINUED)
FUTURE QUTLOOK AND STRATEGY

Despite the company being impacted in 2013 by the loss of a McCann Worldgroup client the current year has started well
with strong and continued organic growth and projects from new dients secured at the back end of 2012 and early 2013
The company ¢ontinues to focus on developing the digital offering and ensunng the qualty and compettiveness of its
creatve and production offenngs  The company is also focused on broadening the integrated offening by stranglhemng the
Content and Motion departments and the skill base will need to be expanded to do this

PRINCIPAL RISKS AND UNCERTAINTIES

McCann Manchester Limited is a wholly owned subslidiary of Interpublic Inc

The pnncipal nsks and uncertantes of Interpublic Inc are discussed in thal company's annual

report which does not form part of this report  The pnnaipal nsks facing our company relate to attracting and
retaining maor clients i the face of the continued compeliion in the marketplace and ensunng we retain

as well as confinue to develop our people and talent

DIRECTORS
The dire¢iors of the company who were in office dunng the year and up to the date of signing the financial staternents
are shown on page 1 All directors served throughout the year except for the director hsted below

E Birehall Date of appointment 24 August 2012
No directors have hetd any shares or nghts to shares in the company at any Yme dunng the year

At no tme dunng 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 indadual

Directors' third party indemnity provislons
Dunng the year and up to the date of approval of the financial statements, qualifying indemnity insurance was
provided to the directors No ¢lain was made under this provision

CORPORATE SOCIAL RESPONSIBILITY

The company Is commuitted to its CSR policy which reflects and plements its core b goals The
company Is tharefore focused on maxwmising benefits to all stakeholders by identfying where social and
commercial i 'S Ints t harr g creativity and inngvation to create social and brand value

EMPLOYMENT OF DISABLED PERSONS

Due consideration Is given to applications for employment of digabled persons having regard to the
parucular sptiludes and abilkties of the applicants concemed Amangements are made wherever
passible for the retraining of employees who become disabled to enable them to perform work
dentified as appropnate fo their apitudas and abiltes 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
considers relevant to them, including communications through management channels or in wnling

as appropnate

The company mvolves employees in matters of concem lo thewr jobs and work situation and
endeavours to maintain a sense of ideniity with the company's aims and abjectives The
effectiveness of employee commurication 1s fegularly reviewed by the directors and improvements
implemented as required Regular company updates to all steff are held

FINANCIAL RISK MANAGEMENT
The comipany’s aperations expose It to a vanety of financial risks that melude the effects of changes in
pnce nsk credit nsk hquidity nsk and interest rate cash flow nsk

Given the swe of the company the direciors have not delegated the responsibiity of monitoring financial
nsk management 1o a sub-commuttee of the board The polictes set by the board of directors are
implementad by the company's finance depatment The depariment monitors circumstances 1o determine
where It would be appropnate 19 use financial instruments to manage financial isks

Price risk

The company Is exposed to vendor pnce nsk as a result of its operations However the directors consider
the nsks to be murumal and that the costs of managing any exposure to vendor price nsk exceed any potential
benefits The dwectors will conunue to monitor the appropnateness of this palicy The company has

no exposure 10 equity securities pnce nsk as it hotds no listed or other equity invesiments

Credit risk
The company has implemented policzes that require appropriate credit checks on potentat cients betore
senvices are provided and where possible insures trade receivables

Liquidity risk
The company has no debt finance

Interest rate cash flow risk

The company has interest bearing assets including cash batances all of which eam interest at vanable rates
The company ptaces cash on shart term deposit depending on the avalabiity of funds

-3



McCANN MANCHESTER LIMITED

DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2012 (CONTINUED)
STATEMENT OF DIRECTORS RESPONSIBILITIES

The directors are responsible for prepanng the Directors Report and the financlat statements in accordance with
applicable law and regulatons

Comnpany law requires the direciors to prepare financial statements tor each finanaat year Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting
Prachice {United Kingdom Accountng Standards and applicable law)  Under company law the directors must not
approve the financal statements unless they are satisfied that they give a true and far wew of the state of affairs of
the company and of the profit or loss of the company for that penad

In prepanng these financial statements the directors are required to

« select sutable accounting policies and then apply them consistently;

+ make judgements and accounting estmates that are reasonable and prudent

= state whether applicable UK Accounting Standards have been followed subject 1o any matenal
departures disclosed and explained in the financial statements,

+ prepare the financial statemants on the going concem basis unless it is inappropnate to
presuma that the company will continue in business

The directors are responsible for keeping adequate sccounting records that are sufficient to show and explain the
company's transactions and disclosa with reasonable accuracy at any tre the financial position of the company and
enable them to ensure that the financial statements comply with the Companles Act 2006 They are also responsible
for safeguarding the assets of the company and hence for taking reasonable staps for the prevention and detection of
fraud and other rTegulantes

DISCLOSURE OF INFORMATION TO AUDITORS
In the case of each drector in office al the date the Drectors' Report is approved

» 50 far as the director 1s aware there 1s no retevant audit nformation of which the company's auddors
are unaware
the director has taken all the sieps that he ought to have laken as a director in erder to make himsetf
awara of any refevant audit mformation and to establish that the company’s auditors are aware of that
information

This cenfirmation 15 grven 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 willingness to continue 1n office and a
resolution for their re-appointment will ba proposed at the annuzal general meating

By order of the Board

T

E Birchall
Director
12th July 2013




McCANN MANCHESTER LIMITED
INDEPENDENT AUDITORS' REFORT TO THE MEMBERS OF McCANN MANGHESTER LIMITED

We have audited the financial statements of McCann Manchester Limited for the year ended 31 December 2012 which
compnse the Profit and Loss Account the Balance Sheet and the related notes The financial reporiing framework that
has been applied in thewr preparation 1s applicable law and United Kingdom Accounting Standards (Umited Kingdom
Generally Accepted Accounting Practice)

Respective responsibllities of directors and auditors

As explamed more fully in the Statement of Direciors Responsibiites set out on page 4 the directors are responsible
for the preparation of the finanwal statements and for being satisfied that they give a true and fair vew Our
responsibilty is to audit and express an epinion on the financial statements in accordance with applicable law and
International Standards on Audiing (UK and Ireland) Those stardtards require us to comply with the Auditng Practices
Board s Ethical Standards for Auditors

This repon including the opuuens has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not m giving these
opinions accept or assume responsibilty for any other purpose or 1o any other person to whom this repor is shown or
into whose hands ¢ may come save where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An sudit Involves obtaining ewdence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement whether caused by fraud or
emor This includes an assessment of whether the accounting policies are appropniale to the company's cucumstances
and have been consistently applied and adequately disclosed the reasonableness of significant accounting estimates
made by the directors, and the overall presentation of the financeal statements In addion we read all the financiat and
non-financial Infermation in the Cirectors' Report o wentfy matenal inconsistencies with the audited financial
statements If we become aware of any apparent matenal misstatements or inconsistencies we consider the
Implications for our report

Opinlon on financial statements
In our opinion the financial stataments
=give a frue and far view of the state of the company's affarrs as at 31 December 2012 and of its
profit for the year then ended
» have been praperty prepared in accordance with Unced Kingdom Generally Accepted Accountng
Praclice and
« have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companles Act 2006
In our epirien the information given in the Directors Report for the financial year for which the financal statements are
prepared 13 consistent wath the financal staterments

Matters on which we are required to report by exception
We have nothing ta report in respect of the following matters where the Companies Act 2006 requires s to report to
you 1f in eur opirton
=adequale accountng records have not been kept or retums adequate for our audit have not been
received from branches not wsited by us or
+the financial stalements ere not in agreement with the accountng records and retums or
»certan disclosures of direciors’ remuneration spacfied by law are not made or
»we have not raceived all the information andg explanations we require for our audit

'WWS"’D

Fiona Kelsey {Senior Statutory Auditor)

For and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Manchester

12th July 2013



McCANN MANCHESTER LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2012

TURNOVER

COST OF SALES

REVENUE

Administrative expenses
Ona off addivonal pension defict contnbution

QPERATING PROFIT/{LOSS)

Interest recevable and similar income

PROFITHLOSS) ON ORDINARY ACTIVITIES
BEFORE TAXATION

TAX ON PROFIT/{LOSS) ON ORDINARY
ACTIVITIES

RETAINED PROFIT(LOSS) FOR THE YEAR

All results denve from continuing operations

Notes

2012 2012 2042 2011 2011 2011
Before  Exceptional Tetal Before  Exceptional Total
Exceptional ftems Exceptional Items
Items tnote 41 Items (note 4)
£'000 £'000 £000 £'000 £'000 £000
96,141 - 96,141 80,365 - 80 365
{76,581) 559 {76,022) {B1 997} 1,099 (60 898)
19,560 559 20,119 18,368 1099 19,467
{16,621) - {18,621) {16 738) - (16 738)
. - {5 008) - (5.,008)
2,939 559 3,498 {3 378) 1099 (2279}
286 276
3,784 (2 003)
1860 141
3,944 (2 144)

There 1s no matenal difference betwaen the profit/(loss) on ordinary activities before taxation and the retained profit{loss) for the current year and prior
financial year stated above and ther histoncal cost equivalents

The company has no recogrised gains and losses other than those included in the results above, and therefore no separate statement

of totat recognised gains and fosses has been presented

The atlached accounting policies and notes farm a part of these financial statements




McCANN MANGHESTER LIMITED

BALANCE SHEET AS AT 31 DECEMBER 2012

ote 2012 2011
£'000 £ 000
FIXED ASSETS
Tangible assets 1 7,248 8075
CURRENT ASSETS
Work in progress 3522 2224
Debtors 9
- Amounts faling due within one year 24,554 20 867
- Amounts faling due after more than one year 17,543 17 543
Cash atbank and in hand 4615 89815
55,234 50 449
CREDITORS Amounts falling due
within one yaar 10 {22,084) {20 911)
NET CURRENT ASSETS 33,150 20 538
TOTAL ASSETS LESS CURRENT LIABILITIES 40,998 37613
PROWVISIONS FOR LIABILITIES 12 {23} {582)
NET ASSETS 40,575 37 031
CAPITAL AND RESERVES
Called up share capital 13 23 23
Share premiurm aceaunt 14 5,245 5245
Profit and loss account 14 35,707 31763
TOTAL SHAREHOLDERS' FUNDS 15 40,975 37 031

The notes on pages B {o 16 form pan of the financlal statements

The financal statements on pages 6 to 16 were approved by the Board of Directors on 12th July 2013 and were
sipned on its behatf by

E Birchall

Director

McCann Manchester Limited
Registerad Company Number 1993425
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McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012
ACCOUNTING POLICIES
as it

Thesa financial stalernents have been prepared on the going soncem basis under the historical cost
convention in accordance with apphicable accounting standards in the UK and the Companies Act 2006
The principal eccounting policias which hava been apphed 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 Comparies Act 2008 because t is & wholly owned subsidiary of Interpubhc
Lumited which prepares consalidated financial statements which are publicly available The company IS
also on this basis exemnpt from the requirements of FRS1 (rewised 1996) to prepare a cash flow statement

The directors have taken advantage of the exemphion in FRS8 from disclosing transactions with related
parties that are pan of the Interpublic Group of Companies Inc There are no other relaled party transactions

umover

Tumover represents amounts recervable from clients exslusive of value added tax Inrespect of

bllings for media advertising produchon work and fees for services provided dunng the year This
includes the billings for ‘pass through expenses which are ncured where we act as agents on behalf of
chents and winch are then deducted under the heading cost of sales' to amve at revenye

Reveug

The company recognises revenue based on the contractual relationship with its chents and the
proporbon of work done of when the contractual obligation s fully discharged

Qperating leases

Operating lease rentals are charged 1o the profit and loss stcount in the year in which they fall
due

Pension scheme amangements

The company 15 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 contnbutions

paid to the Interpublic Penslon Plan Detaits of the scheme are given in the Financial Statements of
Interpublic Limited and is referred to In note 16

For Defined Contribution schemes the amount charged to the profit and loss account m respect of pension
costs Is the contibution payable in the year Differences between contributions payable in the year and
cantnbutions actually paid are shown as accruals i the balance sheet

Yangible assets and depreciation

Tangible fixed assets are stated at cost less accumutated depreciation

Depreciation 15 provided at such rates as will wnite off the cost of tangibla fixed assets over their
expected useful ives The annual depreciation rates used are

Buldings 283%
Fumniture & fitings office & computer equipment 10 - 25%
Work n progress

Work in progress compnses extemal charges for services incurred on behalf of cients which have
stll to be recharged to clienls  Work in progress 15 stated net of amounts billed to clients It 1s stated at the
lower of cost and net realisable value

efe Xz

Prowvision is made for deferred tax kabilibes and assets using full provision accounting otherwise known

as the incremental liability method when an event has taken place by the balance sheet date which gives
rise 10 an increased or reduced tax habiity in the future in accordance with FRS 19

Deferred tax 13 measured al the average tax rates that are expected to apply in the penods in which

the brmung differences are expected to reverse based on lax rates and laws that have been enacted

or substantially enacted by the balance sheet date Deferred tax 15 measured an a non-discounted basts

A deferred tax assst s recognised if the directors believe it 1s more hkely than not that the asset will ba
utiised

A net deferred tax assets is regarded as recoverable and therefore recognised only when on the basis of all
available evidence 1t can be regarded as mose likely than not that under group tax arrangements there will be
suitable taxable profits from which the future reversal of the underying tming difference can be deducted

Def: [ *

Where payments are received from cllents tn advance of services prowided the amounts are recorded as
deferred mcome and included as part of Creditors due withun one year

-8




McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012 (CONTINUED)

-

ACCOUNTING POLIGIES (CONTINUED)
Eoreign Cumencies

Transachions m foregn currencies are recorded at rates rnuiing at the date of the fransachon Monetary
assels and abiliues in foreign currencies are expressed in slerling at the rates rnuling at the balance sheet date
Exchange differences ansing on transiation are reflected in the profit and loss account

Inceptive compensation plans

Compensation costs refated 1o share-based transactions including employee stock options are recognised n the
Financia Statements based on farr value Stock based compensatton expanse i1s generally recogrused over the requisite
service perod based on the estmated grant-date fair value Cash settied share based payments are measured at far
value at the balance sheet date and are included in creditors

The mevement in cumulative expense since the previous batance sheet date 1s recogrised in the profit and lass account
with a coresponding entry in creditors

Cash awards are generally granted on an annual basis and have a senace pernod vesting condition end generally vestin
Itree years Cash awards do not fafl withun the scope of the share based payments as they are not paid in equity and the
value of the award is not comelated with the Interpublic Group of Companies Inc 's share pnce  The present valug of the
amounl expected 10 vest for cash awards and performance cash awards over the vesting penod Is amertised using the
straight-line method in the profit and loss account

2 TURNOVER
Geographlcal Analysis 2012 2011
£ 000 £000
United Kingdom 96,141 80 365
Less cost of sales {76,022) {60 B9B)
Revenue 20,119 19 467
All revenue arose from a single ctass of business The cost of sales disclosed above relates principally to UK tumover
3 INTEREST RECEIVABLE AND SIMILAR INTEREST INCOME
2012 2011
£'000 £ 000
Interest receivable from overmnight deposits 113 84
Interest recervable from fellow subsidianes 173 192
288 276
4 PROFIT/(LOSS) ON ORDINARY ACTIVITIES BEFORE TAXATION
Profit/{loss) on ordinary acuvibes before taxation 18 stated after charging/{crediting)
2012 2011
£'000 £'000
Auditors’ remuneration for audit and audil related services 75 95
Depreciation - owned assets 485 480
Operating lease rentals office & office related 120 137
- cars 32 kY
One off additional pension deficit contrbution (note 16} - 5008
Exceptonal item - release of provisions {note 12) {559) {1 099)

The exceptional credit relates to the release of provisions for potenual liabdiles i respect of media and production credits  The movements
reflect the contimuing review we are undertaking te resolve these 1ssues and represents habilives which management beheve are no longer due

-9




McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012 (CONTINUED)

§ EMPLOYEES
2012 2011
£000 £ 000
Siaff costs including directors emcluments
Wages and salaries 8,134 5647
Social secunty costs 1,099 1011
Share based payments 152 165
Other pension costs (note 16) 538 6775
10,923 16 548
Number Number
The average monthly number of employees dunng the year was 233 220
& DIRECTORS EMOLUMENTS
Directors emoluments excluding pension contnbutions all of which were inrespect of senaces as drectors for the year amounted
o £664 000 (2011 - £642 000)
Retrernent bensfits are accrung to Z (2011 2} directors under a defined benefit scheme
Retirernent benafits are accruing to 1 (2011 0} director under & defined contnbution scheme
Awnards are recervable by 1 (2011 2} directors in the form of share based incentive schemes
Remuneration In respect of the highest paid director was as follows
2012 2011
£000 E£000
Remuneration (excluding pension) 36 346
Payments made in respect of Share Based Incentives 92 54
Accrued pension at 31 December m respect of defined benefit scheme 92 88
T TAX ON PROFITXLOSS] ON ORDINARY ACTIVITIES
The (credit)/charge for taxation which has been prowvided a8t 24 5% (2011 26 5%) (s based on the results
for the year and compnsed
2012 2011
£000 £000
UK corporation tax - Current year -
- Adjustments in respect of prior years {5)
Total Current Tax {5)
Deferred Taxation
Qrigmnation and reversal of timing differences 26 263
Adustments i respect of prior years {186) (117}
Total deferred tax {160) 146
Tax (credity/charge on profit{loss) on ordinary actwmties {160} 141
The standard effective rate of corporation tax n the UK is 24 5% for the year ended 31 December 2012 (2011 26 5%)
The cumrent tax charge 15 lower than 24 5% {2011 lower than 26 5%} for the reasons set out below
2012 2011
£000 £000
{LossyProfil on ordinary activities before taxation 3,784 {2 003}
{Loss)Profit on ordinary activities multplied by standard rate in the 927 {331
UK 24 5% (2011 26 5%)
Effects of
Expenses not deducbble for tax purposes 69 68
Accelerated capital allowances and other uming differences 1,002 (267}
Sher term timing differences {1,260) 892
Group Rebet for nif consideration (738) {162)
Adjustments in respect of prior years - {5)
Current tax credil for the year - (5)

-10-




McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012 {CONTINUED}

7 TAX ON PROFIT/LOSS]} ON ORDINARY ACTIVITIES (CONTINUED)

Factors affecting current and future tax charges

A change to the UK Corporation Tax rate reducing it from 26% to 24% was enacted in the Finance Act 2012 with a further
reduction to 23% effectve from 1 Apnl 2013 In accordance with legsslation included within the Finance Act 2011 the

antcipated and enacted rate of tax as from 1 April 2012 had been 25%

Deferred tax expected o reverse in the year to 31 December 2013 has been measured using the corparation tax rate for the

period of 23 25% (2011 25 25%)

Fuither changes 16 the UK Corporation lax rates were announced in the 2042 Autumnn Statement and the March 2013
Budget 1o reduce the rate to 21% from 1 Apnl 2014 and to 20% from 1 Apnl 20115 and are expected to be enacted in the

2013 Finance Act

As these changes were not substanuvely enacted af the balance sheet date they have not been included in these

finanwal statements

The overall impact of the change in tax rate from 23% to 20% by 2015 would be the reversal of trung differences at an
effective rate of 21 50% in 2014 20 25% in 2015 and 20% thereafter If applied to the provided deferred tax balance at
31 December 2012 this would reduce the prowided deferred tax by £129 950 (being a reducuon of £69 973 recognised n 2014

£49 981 1 2015 and £9 996 thereafter)

8 TANGIBLE FIXED ASSETS

Office
Land & Fumiture & computer
Buildings & fittings aquipmertt Total
£000 £'000 £000 £ 000
CosT
At 1 January 2012 10029 413 1341 11783
Additons 34 az 172 238
Disposals (62) {2 [178) (242)
At 31 December 2012 10,001 443 1,335 11,779
ACCUMULATED DEPRECIATION
Af 1 January 2012 2322 306 1080 3708
Charge for the year 252 38 145 485
Disposals {62} {2) {178) [242)
At 31 December 2012 2,542 42 1,047 3,91
NET BOOK VALUE
At 31 December 2012 7,458 101 288 7,848
Al 31 December 2041 7107 107 261 8075
@ DEBTORS
Amounts falllng due within one year
212 2011
£ 000 £ 000
Trade debtors 21,614 18 975
Amounts owed by group underizkings 1,343 FA R
Prepayments and accrued income 667 411
Deferred tax asset 930 770
24,554 20 867
The deferred tax asset compnses 2012 2011
£'000 £'000
Accelerated capital allowances - -
Short term timing differences 230 770
930 770
The movement on the company’s defermed tax asset dunng the year was as follows
Asset at start of the year T70 916
- prior year adjustment 186 17
- deferred tax credit in profit and loss account {note 7} {26) {263)
930 770

- 11




McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012 {CONTINUED)

9 DEBTORS (CONTINUED)

Amounts falling due after one year

2012 2011
£000 £ 000
Amounis owed by other group undertakings 17,543 17 543

In respect of amounts owed by other group undertakings these amounts include a loan te IFG Holdings {UK) Limited repaid on
19 June 2013 wath interest at a rate of 1 05% per annum

10 CREDITORS Amounts falling due within one year

1

2012 201

£000 £000

Trade creditors 12312 11100
Amounts owed to other group undertakings 2,254 2 265
Corporation tax 144 144
Other creditors - 80
Other taxaton and socal security 2,704 2421
Acgruals and deferred income 4,570 4 921
22,084 20 911

In respect of amounts owed to other group undertakings these amounts are not interest beanng and are repayable on demand

LONG TERM INCENTIVE PLANS

The Interpublic Group of Companies Inc Issue stock and cash based incentrve awards to our employees under a plan
eslablished by The Interpublic Group of Companies Inc McCann Manchester Limited along with ether companies in
the tnterpublic group, participates in The Interpublic Group of Comparies In¢ long term incentive plans Refer to The
Interpublhc Group of Comparues Inc 2012 Form 10-K for further disclosures relating to their Jong ferm incentive plans

Effect of share-based payment tr tions on ¢ W s results and the financial position

2012 2011

£'000 £000
Total expense recognised for equity-setlied share based transachons - kT
Total expense recogrised for stock oplions - -
Total expense recogrised for cash-settled share based transactions 84 38
Total expense recognised for share based transactons 64 75
Closing hability for cash-setlled share based transactions 46 104

Closing habilty /other reserves for equity settled share based transactons

Cash Settled Time Based Restricted Stock Units

Under the long term incentive plan restricted stock units ere granted to key employees and generally vest over three
years Upon completion of tha vesting penod the grantee 1s entitled at the discretion of The Interpublic Group of
Companigs Inc 's Compensation Committee {a recetve a payment in ¢ash based on the fair market value of the
coresponding number of shares n common stock The fair value of cash-settled awards 1s adjusted at the end of each
quarier based on The Interpublic Group of Companies Inc s share pnce We amortze stock-based compensation
expense related 1o these units over the vestng penod based upon the farr value The holder of the cash-settied awards
as descrbed above has no ownership interest in the undertying shares of cornmon stock and no monetary consideration
1s paid by a recipient for a cash settled award

Cash Settled Time Based Restricted Stock Units

Movements in the number of cash settied ime-based resincted stock units outstanding and their related weighted
average fair value pnces are as follows

2012 2012 2011 2011
No of restncted siock | {Wewghted average No of restncted stock Weighted
units fair value (£) units average fair
value (£)
Outstanding as at 1 January 20681 £6 31 20 681 £6 8499
Granted during the penod - - -
Transferred to a group company - - -
Cancelled during the pencd - -
R during the penod 13285 £6 06 B
Outstanding at 31 December 7,396 £6 82 20,681 £6 3075

Cash payments of £(92 462) were made in 2012 {2011 £nu) in respedt of restncted stock units distnbuted to partapants
Comp X 8Xp [4¥, wath the stock awards was £62 983 (2011 £38 352) Total accrued habiity in
relation to unvested awards as at 31 December 2012 is £46 271 (2011 £103 868)
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McCANN MANCHESTER LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012 (CONTINUED)

LONG TERM INCENTIVE PLANS (CONTINUED}
Equity Settled Restricted Stock Units

Awards to be settied in shares are granted to certain key employees and are subyect to cerlain restnclions and vesting

{ ents as d red by The Interpublic Group of Companies Inc s Compensation Committee The vesting penod s
generany three years The fair value of the restncted stock awards 1S based on The Interpubhc Group of Companies Inc
share pnce on the date the award 1s granted No monetary consideration s pawd by a recipient for a stock-settied

awand and the tair value of the shares determuned on the grant date 1s amortized over the vesting penod There were no
equity settled restncted stock units awarded to McCann Manchester Limited employees pnor 1o 2007

The Interpublic Group of Companies Inc grants both time based and performance based restnctad slock units to be
settled in shares

Performance-based awards have been granted subject lo certain restnctions and vesting requirements as determined by
The Interpublic Group of Companies Inc's Compensation Committee Performance-based awards are a form of stock-based
compensation in which the number shares ultimately received by the parbeipant depends on the Cempany and/or

individual performance against specific performance targets

The awards generally vest over a thres-year penod subjact to the paricipant s centinuing employment as well as the
achravement of certam performance objectives The final number of units and therefore shares that could ulimatety be
receved by a participant ranges from 0% to 200% of the target amount of units onpinalty granted Stack-based
compensation expense is amortized for the estmated number of performance-based awards thal are expected Lo vest
over the vestng period using the fair vaiue of the shares determined at the grant date

Share Settled Time Based Restricted Unlits

Movements in the number of awards outstandmng and their related weighted average exercise prces are as follows

2012 2012 2011 2011
No of restncted stock | (Weighted average No of restncted stock Weighted
units far value (£) units average far
value (E)
Qutstanding as at 1 January - £6 88 15,134 £6 8495
Released during the penod - E7 23 {15 131) £7 2334
Qutstanding at 31 December -

Compensation expense in connechion with the restncted stock awards was £all n 2012 (2011 E32 934) and 18

recorded on McCann Manchester Limited s financial statements The interpublic Group of Companies inc Is responsible for 1ssung
the shares upon setllement of the awards and therefora holds the equity balance for the equity setiled awards

Share Settled Performance Related Restricted Stock Units

Movements in the number of awards outstanding and thex related weighted average exercisa pnces are as follows

2012 2012 2011 2011
No of restricted stock | |Weighted average, No of resincted stock Weighted
units far value (£) units average fair
value (£)
Qutstanding as at 1 January - £6 88 6935 £6 8499
Rel d during the penod - £723 {6 935) £7 2334
Quistanding at 31 December - - - -

Compensation expense in connection with the restncled stock awards was £nilin 2012 (2011 €4 269) and1s recorded
on MeCann Manchester Limited s financial statements The Interpublic Group of Companies Inc 15 responsible for Isswing the shares
upon settlement of the awards and therefore holds the equity balance for the equify setiled awards
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McCANN MANCHESTER LIMITED : ‘
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012 (CONTINUED}

12 PROVISIONS FOR LIABILITIES

The movement over the year 15 analysed as Media and
Production Credits

£ 000

Balance at 1 January 2012 582
Credited to the profit and loss account {559)
Balance at 31 December 2012 23

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

credits for habiiies largely relatng to 2003 and prior years The amounts credited to the profit and loss account
reflect the contnuing review we are undertaking to resolve these 1ssues and represents liabifites which
management believe are no longer due

13 CALLED UP SHARE CAPITAL

2012 2011
£ 000 £'000
Authorised aflotied and fully paid 22,797 ordinary shares of £1 each (2011 22,797} 23 23
14 PROFIT AND LOSS ACCOUNT
Share premium Profit and loss
account account Total
£ 000 £'000 £000
Balance at 1 January 2012 5245 317683 37,008
Share issue .
Profit for the financial year 3,944 3,944
Batance at 31 December 2012 5,245 35,707 40,852
15 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS FUNDS
2012 2011
£'000 £ 000
Profit{{loss} for the financial year 3,944 (2 144)
New shares 1ssued - 5248
Net addition to shareholders funds 3,944 3,104
Cpening shareholders' funds 37,031 33 927
Shareholders’ funds at 31 December 40!975 37,031

in December 201 1 the Company made an exceptonal contribution of £5 Orm towards the defined benefit pension plan  The interpubbe
Pension Plan In order to fund thus contnbution the company 1ssued 2 797 shares of £1 shares for the consideration of £5 247 860 to
McCann-Enckson Network Limited The transaction was setted by means of an Intercompany ofiset agreement
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McCANN MANCHESTER LIMITED ' ‘

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012 {CONTINUED)
1€ PENSION COSTS

Defined contribution schame

The Company pariicipates in a defined coninbution pension scheme  The assets of the scheme are held
separately from those of the Company n an independently adrmunistered fund  The pension cost represents
contnbutions payable by the Company to the fund and amounted to £168 000 (2011 €154 00D)

As at 31 December 2012 contnbutians of £19 235 (2011 £16 148} had not been paid aver to the pension schemes

Defined benefit schome

The Company along with other companies in The Interpublic Group of Companies inc also paricipates in the
Interpublic Pension Plan (“the Plan”) which s a defined benefit plan providing benefits based on members’
service and penstonable eamings McCann Manchester Limited along with other companies in the Group

15 unable to identify its share of the underlying assets and habiittes in the Plan and sa accounts for its
parkeipation in the Plan as a defined contrbution plan wath contnbutions payable being charged to the profit
& [oss account in the penod to which they relate wn accordance with FRS17

The latest actuarial valuation of the Plan for funding purposes was carned out as at 31 March 2009 by a
qualfied mdependent actuary The financial assumplions used in the valuation were as follows

Discount rate 5 5%

Rate of pnce 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 Juty 2007)
Rate of deferred pension increases 3 1%

As at 31 March 2009 the actuary calcutated the funding deficit to be £47 6 milhon The actuary recommended
that all partcipating employers pay 17 8% of pensionable earmings for the penod 1 July 2007 to 30 June 2010
and 19% of pensionable eamings for the pened 1 July 2010 to 30 June 2012 In respect of the shertfall n funding
m accardance with the recovery plan dated 1 January 2012 the employers will additionally contribute to the

Plan amounts such that at any pointin irne the cumulative amount of these coninbutions {from all

participating employers) from 1 July 201013 no less than had £401 000 per manth been paid but with a payment
hotiday for the deficit funding between 1 January 2012 and 30 June 2013 $uch monthly contnbutions are cue
for the penod of 8 years from 1 July 2010 to 30 June 2018 McCann Manchester Limited 1s contnbuting

£80 348 a month towards this otal

Active members contnbute to the Plan at the rate of 9% of pensonable earmings for the penod 1 July 2007 1o
30 June 2010 and 6 3% of pensionable eamings from 1 July 2010

The cost of contributions to the Plan by the Company amounted to £369 000 dunng the year (2011 £6 621 000)

17 LEASING OBLIGATIONS

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

2012 2012 2011 2011
Buildings Other Buildings Other
£'000 £000 £000 £000

Withm one year - " 56 13
Between one and five years 36 67 - 72
36 78 56 85
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McCANN MANCHESTER LIMITED =

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012 (CONTINUED)

18 CONTINGENT LIABILITIES

The company 1§ parly to group banking amrangements wherseby the bank has the nght to offsel posiive
cash balances agamnst borrowings on other group companies

19 PARENT UNDERTAKINGS
The immedtate parent undertaking 1s McCann-Enckson Network Lim:ted

Interpublic Limited a company regrstered in England 1s the parent of the smalles! greup of underiakings
to consoldate the financial statements of this company Coptes of those tinancial statements can be
obtained from the Company Secretary Interpublic hmited 84 Eccleston Square Lordon SWI1V 1PX

The Interpublic Group of Companies Inc 1114 Avenue of the Americas, New York New York 10036
which i1 incorporated in the United States of America 1s the parent undertalung of the largest
group to consolidate these financial statements and 15 the ultimate parent company and controling party

20 INVESTMENT IN SUBSIDIARY COMPANY

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

However because the company is iself a wholty owned subsidiary of McCann-Enckson Network
Limited it1s exempt ynder sectian 400 of the Compantes Act from the requirement to prepare
group financial statements  The camying value of this investment Is £100 The directors believe the
camying value of tha investment 18 supperted by thewr undertying net assets
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