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TBWA UK Group Ltd
Strategic Report-for the Year Ended 31 December 2014

The directors present their strategic report for the year ended 31 December 2014

The purpose of this strategic report 15 to inform members of the group and help them assess how the directors
have performed thewr duty under section 172 (duty to promote the success of the company)

Development and performance of the business of the Group during the financial year
The key indicators that we focus on are revenue, operating and administrative expenses excluding goodwill and
amortisation

2014 was a year of strong financial recovery following the challenges faced in prior years as indicated by an
increase n the operatmg profit margin excluding amortisation of goodwill from 1299% to 1754% It 15
expected that this will continue into 2015

The company has ivested significantly in talent in recent years and this together with cost reductions n office
and administration costs has resulted in a robust and efficient company that 1s prepared to meet the challenges of
future years

Discretionary reductions 1 advertising, marketing and corporate communications services spending by chents
are still prevalent the Group continues to manage its cost base against gross profit

At this time the belief 1s that business prospects n the industry are improving and are posttive therefore stable
growth 1s anticipated for 2015 However, although the economic clumate 15 also positive, it remains volatile and
chients' business could be adversely affected which may lead to reductions in chent spending

Position of the Group at the year end

At the end of the year the Group had net current assets of £9,117,216 {net current assets m 2013 £3,001,311)
The directors consider that the Group has access to sufficient funds to meet its needs for the reasons set out n
Note | to the financial statements Accordingly the directors have prepared the financial statements on a going

concern basis



TBWA UK Group Ltd
Strategic Report for the Year Ended 31 December 2014

Principal risks and uncertainties

The business environment 1n which we participate 1s highly competitive Key competitive considerations for
keeping existing bustness and winning new business include the amlity to develop creative solutions that meet
client needs, the quality and effectiveness of the services offered, and the ability to efficiently serve clieats,
particularly large international chents, on a broad geographic basis While many of the client relationships are
long-standing, compames put their advertising, marketing and corporate communication services business for
competitive review from time to time Accounts have been won and lost in the past as a result of these reviews
To the extent that the business 1s not able to remain competitive, revenue may be adversely affected, which
could then affect the results of operations and financial condition

Government agencies and consumer groups have dwectly or (ndirectly from time to time affected or attempted
to affect the scope, content and manner of presentation of advertising, marketing and corporate communications
services, through regulations or other government action Any such limitations on the scope of the content of
services could affect the abihty 1o meet clients needs [n addition, there has been an increasing tendency on the
art of businesses to resort to the judicial system to challenge advertising practices Such claims by businesses or
governmental agencies could have a matenal adverse affect on results of operations and financial condition n
the future

Chents generally are able to reduce marketing spending or cancel projects at any time for any reason Any client
could decide not to continue to utilise services to the same extent as they have in the past, or at all in the future
A significant reduction in marketing spending by the largest clients, or the loss of several of the largest clients, 1f
not replaced by new client accounts or an increase in business from existing clients, would adversely affect
revenue, which could materially adversely affect results of operations and financial condition

In addition, key personnel could be lost or may not be attracted to the busmess Qur employees are our most
mmportant assets Our ability to retain key personnel 1s an important aspect of our competitiveness A continuing
ability to attract and retain those employees s important to the business [f the busiess 15 unable to do so, our
ability to provide services n the manner that our clients have come to expect may be adversely affected, which
could harm our reputation and result mn a loss of clients, which could have a matenal effect on results of
operations and financial condition

We rely on information technology systems and infrastructure to process transactions, summarize results and
manage our business, including mantaining chent marketing and advertising nformation Our information
technology systems are potentially vulnerable to system fatlures and network disruptions, malicious intrusion
and random attack Likewise, data secunity incidents and breaches by employees and others with or without
permitted access to our systems may pose a risk that sensitive data may be exposed to unauthorized persons or
to the pubhc Addinonally, we unilize third parties, including cloud providers, to store, transfer or process data
While we have taken what we believe are prudent measures to protect our data and information technology
systems, there can be no assurance that our efforts will prevent system failures or network disruptions or
breaches in our systems, or n systems of third parties we use, that could adversely affect our reputation or
business
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TBWA UK Group Ltd
Strategic Report for the Year Ended 31 December 2014

The main trends and factors likely to affect future development, performance and position of the Group's
business

Global economic conditions have a direct impact on our business and financial performance [n particular,
current global economic conditions pose a risk that our clients may reduce future spending on advertising and
marketing services which could reduce the demand for our services If domestic or global economic conditions
worsen or do not impreve, our results of operations and financial position could be adversely affected We will
continue to closely monitor economic conditions, chient revenue levels and other factors and, in response to
reductions m our client revenue, If necessary, we will take actions available to us to align our cost structure and
manage working capital There can be no assurance whether, or to what extent. our efforts to mitigate any
impact of future economic conditions, reductions 1n our chient revenue, changes in chent creditworthiness and
other developments will be effective

Global economic uncertanty, turmoil in the credit markets or a contraction in the availability of credit may
make 1t more difficult for businesses, including us, to meet their working capital requirements and could lead
clients to seek to change theiwr financial relationship with their vendors, including us, and could cause our clients
to reduce spending on our services, delay the payment for our services or take additional actions that would
negatively affect our working capital We could need to obtain additional financing to fund our day-to-day
working capital requirements 1n such circumstances There 15 no assurance that such additional financing would
be available on favorable terms, 1f at all Such circumstances could have a material adverse effect on our results
of operations and financial position

Government ot legislative action may himut the tax deductibility of advertising expenditures by certain industries
or for certain products and services These actions could cause our clients affected by such actions to reduce
their spending on our services which could have a material adverse effect on our results of operations and
financial position  Further, laws and regulations, related to user privacy, use of personal information and Internet
tracking technologies have been proposed or enacted in the United States and certain international markets
These laws and regulauons could affect the acceptance of new communications technologies and the use of
current communications technologies as advertising mediums These actions could affect our busmness and
reduce demand for certain of our services which could have a material adverse effect on our results of
operations and financial position
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TBWA UK Group Ltd
Strategic Report for the Year Ended 31 December 2014

Key Performance Indicators (both financial and non-financial)

The key indicators that we review focus on revenue, operating margin, and administrative expenses excluding
goodwill amortization

We measure operating expenses In two distinct cost categories Staff costs and office and admunistrative
expenses Staff costs consist of employee compensation, related costs mcluding freelance compensation and
direct service costs Office and admunistrative expenses consist of rent and occupancy costs, technology costs,
depreciation and amortization and other overhead expenses

Because we are a service business, we momnitor staff costs and office and administrative costs n relation to
revenue Staff costs tend to fluctuate 1n conjunction wrth changes in revenue Staff costs, including freelance
costs, excluding severance have decreased to 57 8% of revenue 1n 2014 compared to 60 0% wn 2013
Admunistration expenses are less directly linked to changes in revenue than salary and service cosis
Admimstration expenses, excluding goodwill amorisation decreased te 23 1% of revenue in 2014 compared to
23 9% n 2013, reflecting our continuing efforts to control the cost structures of our agencies

Due to the factors described above plus improved revenues, operating margins, excluding severance and
amortisation on goodwill, increased to 17 99% in 2014 from 13 92% 1n 2013

Approved by the Board on I July 2015 and signed on 1ts behalf by

(Sur—

G Smith
Director
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TBWA UK Group Ltd
Directors’ Report for the Year Ended 31 December 2014

The directors present their report and the consolidated financial statements for the year ended 31 December
2014

Principal activity

The principal activity of the Company 1s that of a holding Company for companies providing advertising and
marketing services including healthcare adverusing and consultancy, the provision of translation services,
developing digital solutions, the provision of relationship marketing activites and providing a full service
production facility The holding company provides management and admunistration services to these

subsidiaries

On | July, 2014 the Company acquired from AMVY BBDO Investments Ltd the entire 1ssued share capital of eg
plus Worldwide Limited for a consideration of £7,380,160

On | July 2014 the Company contributed 1ts entire interest (n E Graphics Limited to eg plus worldwide Limited
for the consideration of One A Ordinary Share of £1 00 each in eg plus Worldwide Limited E Graphics Limited
transferced its business and net assets to eg plus Worldwide Limited via dividend 1n specie

Dividends
The Darectors do not recommend the payment of a dividend 1n respect of the year ended 31 December 2014,

(2013 £ml)

Directors of the Company
The directors who held office during the year were as follows

D Steiff
H G Kellerhus
G Srmuth

Pohtical and chanitable contributions
The Company made political contributions during the year amounting to £mil (2013 £12,951) Donations to
chanties amounted to £5,504 (2013 £10)

Disclosure of information to the auditors

Each director who held office at the date of approval of this directors' report confirm that, so far as they are each
aware, there 15 no relevant audit information of which the Company’s auditor 1s unaware, and each director has
taken all the steps that they ought to have taken as a director to make themselves aware of any relevant audtt
mnformation and to establish that the Company's auditor 1s aware of that information
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TBWA UK Group Ltd
Directors' Report for the Year Ended 31 December 2014

Auditor
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappomted and KPMG
LLP will therefore continue n office

Approved by the Board on | July 2015 and signed on 1ts behalf by

Chven~

G Smith
Director

239 Old Marylebone Road
L.ondon
NWI 5QT
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TBWA UK Group Ltd
Statement of Directors' Responsibilities in respect of the Strategic Report and the
Directors' Report and the financial statements

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial
statements (n 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 group and parent company financial statements in accordance with UK
Accounting Standards and apphcable law (UK Generally Accepted Accounting Practice)

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 group and parent company and of their profit and loss for
that period In prepaning each of the group and parent company financial statements, the directors are required
to

+ select suntable accounting policies and apply them consistently,
+ make judgements and accounting estimates that are reasonable and prudent,

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

» prepare the financial statements on the going concern basis unless it is mappropnate to presume that the
group and parent company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
parent company's transactions and disclose with reasonable accuracy at any tme the financial position of the
parent company and enable them to ensure that its financial statements comply with the Companies Act 2006

They have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of
the company and to prevent and detect fraud and other uregulanties
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Independent Auditor's Report to the members ot TBWA UK Group Ltd

We have audiied the financial statements of TBWA UK Group Ltd {the Group) tor the year ended 31 December
2014 set out on pages 10 to 36 The financial reperung tramework that has been applied n thewr preparation 1s
apphcable law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

Thus report 1s made soleky to the Company’s members, as a body, n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we mught state to the Company’s members those
matters we are tequired to state to them n an auditor’s report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s
membets, as a body, tor our audu work, for this report, or for the opimions we have formed

Respective responsibilities of directors and auditor

As explained more fully i the Directors’ Responsibility Statement (set out on page 7), the directots are 1esponsible
for the preparation of the financial statements and for being saustied that they give a true and fawr view Our
responsibility 15 to audit, and express an opinion on, the financial statemens m accordance with applicable law and
International Standamds on Auditing (UK and lreland) Those standards 1equue us to comply with the Auditing
Practices Board s Ethical Standards for Auditors

Scope of the audit of the financial statements

A descriptton of the scope of an audit of financial statements 1s provided on the Financial Reporting Council’s
website at www tre o1 g uk/auditscopeukprivate

Opimon on the financial statements
In our oprnion the {inancial statements

« give a tue and fan view of the state of the group s and of the parent company’s affairs as at 31 December 2014
and ol the group's profit for the year then ended.

+  have been properly piepared in accordance with UK Generally Accepted Accounting Practtce, and

+  have been piepared in accordance with the requiements of the Compantes Act 2006

Opinion on other matter prescribed by the Compantes Act 2006
In ow opinion the information given n the Strategic Report and the Directors' Report for the financial year fo
which the financtal statements are prepared 1s consistent with the financial staterments

Matters on whrch we are required to report by exception
We have nothing to report in respect of the following matie1s whete the Companies Act 2006 requires us Lo report to
you tf 1n owt optmion

- adequate accounting records have not been kept, or returns adequate for our audit have nol been recerved trom
branches not visited by us, o

+  the financial statements are not 1n agreement with the accounting 1ecords and retuns, or
. certawn disclosures ot directors remuneration specified by law are not made, or

+ we have not 1eceved alt the mtormation and explanations we require for our audit
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lcpnac

Independent Auditor's Report to the members of TBWA UK Group Ltd

A/r‘)_glgib_*’_’—E‘_——

Andrew TumerT{Senior Statutory Auditor)
Foi and on behalf of KPMG LLP
Cherrered 4cconuntants

15 Canada Squate
Canary Wharf

{ondon
Etd 3GL

Date 7 Jw 2015
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TBWA UK Group Ltd
Consolidated Profit and Loss Account for the Year Ended 31 December 2014

2014 2013
Note £ £

Gross bilhings 323,781,530 279,504,949
Rebillable costs (260,999,313) (219,718,639)
Revenue 2 62,782,217 59,786,310
Direct costs (729.879) (1,281,850)
Gross profit 62,052,338 58,504,460
Administrative expenses {52,098,638) (56,580,693}
Group operating profit 3 9,953,700 1,923,767
Income from shares in group undertakings - 302,907
Other interest recervable and sumilar income 6 680,678 468,035
Amounts written off investments 15 (1,094,000) -
Interest payable and similar charges 7 (809,926) (746,713)
Profit on ordinary activities before taxation 8,730,452 1,947,996
Tax on profit on ordinary activities 8 (2,284,690} (1,679,879}
Profit for the financial vear attributable to members of the

parent company 18 6,445,762 268,117

The results shown above are derived wholly from continuing, discontinued operations and new acquisitions
There were no recognised gains or losses n either the current or prior year except as shown above
Consequently, a statement of total recognised gains and losses has not been prepared

Income from shares in group undertakings represents a dividend in specie recetved from the joint venture Being
Hakuhodo Ltd upon the closure of the company 1 2013

Amounts written off [nvestments represents the increase in the Contingent Purchase Price creditor related to the
purchase of Mother Tongue Ltd in 2012

The notes on pages 14 to 36 form an integral part of these financial statements
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TBWA UK Group Ltd
(Registration number: 4332188)
Consolidated Balance Sheet as at 31 December 2014

Note 2014 2013
£ £ £ £

Fixed assets
Intangible assets 9 8,774,041 7,003,902
Tangible assets 10 1,300,962 1,619,536

10,075,003 8,623,438
Other investments 11 - 1

10,075,003 8,623,439
Current assets
Stocks 12 5,838,088 4,982,314
Debtors 13 98,576,684 91,503,586
Cash at bank and i hand 250,477 369,502

104,665,249 96,855,402

Creditors Amounts falling due
within one year 14 (95,548,033) (93,854,091)
Net current assets 9,117,216 3,001,311
Total assets less current
liabilities 19,192,219 11,624,750
Creditors Amounts falling due
after more than one year 15 (6,799,391) (5,647,879)
Provisions tor habilities 16 (2,380,402) (2,410,406)
Net assets 10,012,226 3,566,465
Capital and reserves
Called up share capital 17 3 3
Share premium reserve 18 848,982 848 982
Other reserves 18 - 1
Profit and loss account 18 9,163,241 2,717,479
Shareholders' funds 16,012 226 3,566,465

Approved by the Board on | July 2015 and signed on 1ts behalf by

L

G Smuth
Director

The notes on pages 14 to 36 form an integral part of these financial statements
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TBWA UK Group Ltd
(Registration number: 4332188)

Company Balance Sheet as at 31 December 2014

Fixed assets
[nvestments

Current assets
Debtors

Creditors Amounts falling due wathin one year

Net current liabilities

Total assets less current habilities

Creditors Amounts falling due afier more than one year
Provisions for habilities

Net assets

Capital and reserves
Called up share caputal
Profit and loss account

Shareholders’ funds

Note

15
16

17
t8

Approved by the Board on 1 July 2015 and signed on 1ts behalf by

s

G Smuth
Director

The notes on pages 14 to 36 form an mtegral part of these financial statements
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2014
£

68,938,918

27,706,803
(38,776,682)

2013

63,552,651

23,091,981
(39,108,452)

(11,069.879) (16,016 471)
57,869,039 47,536,180
(6,799,591) (5,647,879)
(2,142,902) (2,290,406)
48,926,546 39,597,895

3 3
48 926 543 39 597,892
48,926,546 39,597,895




TBWA UK Group Ltd

Reconcihiation of movement 1n shareholders' funds for the Year Ended 31 December 2014

Group
2014 2013
£ £
Profit attributable to the members of the Company 6,445,762 268,117
Other reserve movements (1) -
Net addition to shareholders funds 6,445,761 268,117
Shareholders’ funds at 1 January 3,566,465 3,298,348
Shareholders' funds at 31 December 10,012,226 3,566,465
Company
2014 2013
£ £
Profit/(loss) attributable to the members of the Company 9,328,651 (630,349)
Dividends - 25,877
Net addition/(reduction} to sharcholders funds 9,328,651 (604,472)
Shareholders’ funds at { January 39,597,895 40,202,367
Shareholders' funds at 31 December 48,926,546 39,597,895

The notes on pages |4 to 36 form an integral part of these financial statements
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TBWA UK Group Ltd
Notes to the Financial Statements

Accounting pohicies

The following accounting policies have been applied consistently in dealing with 1tems which are considered
material 1n relation to the financial statements

Basis of preparation
The financial statements have been prepared under the historical cost convention and in accordance with
applicable accounting standards

Under Financial Reporting Standard (“FRS™) 1 the Company is exempt from the requirement to prepare a cash
flow statement on the grounds that i1t 1s a wholly owned subsidiary of Omnicom Group Inc , which includes the
Company n 1ts own published consolidated financial statements

The Group has net current assets of £9,117,216 at 31 December 2014 (2013 £3,001,311) The directors consider
that the Group has access to sufficient funding to meet 1ts needs for the reasons set out below Accordingly, the
directors have prepared the financial statements on a gomng concern basis The Company has net current
liabihties of £(11,069,879) at 31 December 2014 (2013 £(16,016,471))

The Company participates in a cash concentration arrangement with its fellow subsidiary, Ommicom Fmance
plc, the group’s UK treasury operation, under which bank balances are cleared to zero on a daily basis erther by
the Company depositing cash with Ommecom Finance plc or by Omnicom Finance ple depositing cash with the
Company The Group's access to borrowings under the cash concentration arrangement is not limited as long as
these borrowings are required in the normal course of business and are made 1n accordance with the Omnicom
Group Inc Grant of Authonty

Omnicom Finance plc, 1s able to make this commitment because Ommcom Finance ple s a co-borrower with
Omnicom Finance Inc and Ommnicom Capuital Inc under certam group bank facilities which are more fully
described in the Omnicom Group Inc financial statements filed on Form [0-K and available at
www OmnicomGroup com

The directors consider the combination of the group facihties and expected fundming requirements of the
Omnicom Group Inc and 1ts subsidiantes provides sufficient access to funding to ensure that the Group 1s able 10
meet 1ts liabilines as they fall due for the foreseeable future Accordingly, the directors have prepared the
financial statements as a going concemn

As the Group 1s a wholly owned subsidiary of Omnicom Group Inc the Company has taken advantage of the
exemption contamed i FRS 8 and has therefore not disclosed transactions or balances with entities which form
part of the Group (or investees of the group quahfying as related paruies) The consolidated financial statements
of Omnicom Group Inc , within which this Company 1s included, can be obtained from the address given n note
21

Basis of conselidation
The group financial statements consohdate the financial statements of the Company and 1ts subsichary
undertakings drawn up to December 31,2014

Subsidiary undertakings are included using the acquisitions method of accounting Under this method the group
profit and {oss account includes the results of subsidiaries from the date of acquisition and to the date of sale
outside the group n the case of disposals of subsicharies The purchase consideration has been allocated to the
assets and habilities on the basis of fair value at the date of acquisition

No profit and loss account is presented for the Company as permitted by Section 408 of the Compantes Act
2006 Its profit for the financial year was £9.328,651 (2013 - loss of £(630,349))
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TBWA UK Group Ltd
Notes to the Financial Statements

Entities in which the group holds an terest on a long-term basis and are jointly controlled by the group and one
or more other venturers under a contractual arrangement are treated as jont ventures In the group financ:al
statements, Jjoint ventures are accounted for using the gross equity method

Entities, other than subsidiary undertakings or joint ventures, in which the group has a participating interest and
over whose operating and financial policies the group exercises a significant influence are treated as associates
[n the group financial statements, associates are accounted for using the equity method

Subsidiary Exemption
For the year ended 31 December 2014 the Group subsidiaries were entitled to exemption from audit under
section 479A of the Companies Act 2006

The Group subsidiaries entitled to take the exemption are

TBWA London Ltd
Tequila London Ltd

Being L_ondon Ltd

TBWA Paling Walters Ltd
E-graphics Ltd

TBWA Manchester Ltd
egplus Worldwide Ltd
Mother Tongue Ltd

Mother Tongue Ltd has not taken the exemption and audited accounts have been prepared

Goodwill

Positive goodwill 1s capitalised. classified as an asset on the balance sheet and amortised on a straight line basis
over its useful economic hife It s reviewed for impairment art the end of the first full financial year following the
acquisitien and in other periods if events or changes in circumstances indicate that the carrying value may not be
recoverable

Intangible assets
Intangible assets are stated in the balance sheet at cost less accumulated amortisation and impawment They are
amortised on a straight Ime basis over their esimated useful lives

Fixed asset investments
Fixed asset investments are stated at historical cost less provision for any diminution in value

Fixed assets and depreciation

Depreciation 1s provided on tangible fived assets so as to wnite off the cost or valuation, less any estimated
residual value, over their expected useful economic lhife as follows

Asset class Depreciation method and rate

lower of lease or asset hife 1f shorteron a
straight line basis

Computer software 33 33% per annum straight line basis

Fixtures, fittings, tools and equipment 16%, 25% and 33% per anum

Leasehold improvements
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TBWA UK Group Ltd
Notes to the Financial Statements

Foreign currency

Transactions n foreign currencies are recorded at the exchange rate ruling at the date of the transaction
Monetary assets and habihties denomunated in foreign currencies are retranslated at the closing rates at the
balance sheet date All exchange differences are included in the profit and loss account

Leases
Rentals payable under operating leases are charged in the profit and loss account on a straight line basis over the
lease term

Post-retirement benefits

The Group operates a defined contribution benefit scheme The assets of the scheme are held separately from
those of the Group in an independently administered fund The amount charged to the profit and loss account
represents the contributions payable to the scheme in respect of the accounting period

Stock

Stock and work n progress 15 valued at the lower of cost and net realisable value Net realisable value 1s based
on selling price less anticipated costs to completion and selling costs Cost includes all direct costs and an
appropriate proportion of fixed and vanable overheads

Work n progress consists of amounts spent by the Group on behalf of 1ts clients which have not been recharged
to clients by the end of the vear

Taxation

Deferred tax ts recogmised, without discounting, in respect of ail iming differences between the treatment of
certatn (tems for taxation and accounting purposes, which have ansen but not reversed by the balance sheet date,
except as required by FRS19

Deferred tax 15 measured at the rates that are expected to apply w the periods when the iming differences are
expected 1o reverse, based on the tax rates and law enacted at the balance sheet date

Dividends

Dividends unpaid at the balance sheet date are only recognised as a hability at that date to the extent that they
are appropriately authorised and are no longer at the discretion of the Group Unpaid dividends that do not meet
these critena are disclosed in the notes to the financial statements

Gross billings
Gross billings are recogmised when the service 15 performed, in accordance with the terms and conditions of the

contractual arrangement and when collection 15 reasonably assured

Gross billings comprises the gross amounts billed to clients in respect of commussion based income together
with the total of other fees earned and amounts recharged to chents for rebillable costs
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TBWA UK Group Ltd
Notes to the Financial Statements

Rebillable costs

Rebillable costs comprise media payments and third party production costs for those services that the Group 18
arranging for its clients in its capaecity as an intermediary The Group contracts directly with suppliers and 1s
responsible for their payment, recharging its chents for all costs incurred Although the Group bears credit risk
in respect of these activities, the arrangernents with its clients are such that, i effect it acts as an intermediary
on behalf of its clhient Where the Group acts as an intermediary, costs mcurred with external suppliers are
excluded from revenue

Revenue

Consequently, revenue comprises fees, and commissions earned 1n respect of gross billings and direct costs,
which meet the Companies Act definiuon of turnover Revenue 1s recognised when services are performed, m
accordance with the terms of arrangements reached with each client Gross billings and revenue are stated
exclusive of VAT, sales taxes and trade discounts

Turnover

The whole of the Group's gross billings, revenue and operating profit for the year related to 1ts principal activity,
which was that of a holding Company for companies providing advertising and marketing services including
healthcare advertising and consultancy, the provision of translation services developing digital solutions, the
provision of relationship marketing services and providing a full service production facility

An analysis of revenue by geographical location by destination 1s given below

Rest of
UK Europe World Total
2014 £ £ £ £
External turnover 28,352,152 25,167,367 9 262,698 62,782,217
Rest of
UK Europe World Total
2013 £ £ £ £
External turnover 27,649,813 25,369,889 6,766,608 59,786,310
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TBWA UK Group Ltd
Notes to the Financial Statements

3 Operating profit

Operating profit 1s stated after charging

2014 2013
£ £
Depreciation and other assets written off tangible and intangible fixed
assets owned 639,419 611,988
Amortisation of goodwll and sofiware 1,078,323 5,841,901
Net exchange losses 118,868 165,509
Profit on sale of tangible fixed assets (200) (11,276)
Hire of plant and machinery - rentals payable under operating leases 753 571 600,703
Hire of other assets - rentals payable under operating leases 6,230,714 6,887,085
2014 2013
£ £
Audit of the financial statements 138,676 163,578
Fees payable to the company's auditor and its associates for other
services:
Audit-related assurance services 29272 10,670
QOther assurance services - 16,746
29,272 27,416
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TBWA UK Group Ltd
Notes to the Financial Statements

4 Directors’ remuneration

2014 2013
£ £

Directors’ emoluments 1,574,783 1,676,375
Amounts receivable under long term incentive schemes 175,016 123,906
1,749,799 1,800,281

Company contributions to money purchase pension schemes 97,886 59,805
Compensation for loss of office - 153,720
1,847,685 2,013,806

Durimg the year the number of directors who were recerving benefits and share incentives was as follows

2014 2013
No. No.

Accruing benefits under money purchase penston scheme 5 4

The Company's directors participate in the restricted stock scheme operated by the Ultimate Parent Undertaking

Under this scheme, certain directors have been awarded restricted shares i the ultimate parent undertaking
Omnicom Group Inc The restricted shares typically vest in 20% annual increments provided the director
remains an employee of the Omnicom group Restricted shares may not be sold, transferred, pledged or
otherwise encumbered untit the restrictions lapse Under most circumstances, the director forfeits the shares still
subject to restriction if the director ceases employment prior to the end of the period of restriction

Amounts recognised as long term incentives are n respect of restricted share awards vesting within the year At

the end of the year the Company had accrued £768,686 (2013 £410,452) n respect of unvested restricted share
awards to directors

In respect of the highest paid director

2014 2013
£ £
Remuneration 363,058 314,400
Benefits under long-term incentive schemes (excluding shares) 91,295 81,343
Company contributions to money purchase pension schemes 29.867 30.000
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5 Staff numbers and costs

The average number of persons employed by the group (including directors) during the year, analysed by
category was as follows

2014 2013
No. No.
Production 144 87
Admimstration and support 105 118
Research and development - 8
Sales, marketing and distribution l 2
Sales - 3
Other departments 256 215
506 433
The aggregate payroll costs were as follows
2014 2013
£ £
Wages and salaries 25,414,206 24,392,412
Share related awards 165,028 144,028
Social security costs 3,139,927 2,905,194
Other pension schemes 672,770 425,980
Severance/loss of office 283,394 556,505
29,675,325 28,424,119
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6 Other interest receivable and similar income

Bank interest receivable
Recervable from group undertakings

7 Interest payable and similar charges

Payable to group undertakings
Interest payable on shares classified as habilities
Other interest payable
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2014 2013
£ £
64 176
680,614 467.859
680,678 468,035
2014 2013
£ £
131,443 81,264
580,771 583 153
97.712 82,296
809.926 746,713
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8 Taxation

Tax on profit on ordinary activities

2014 2013

£ £
Current tax
Current tax on income for the period 2,080,030 1,480,977
Adjustments 1n respect of previous years 183,966 (35,776)
Total current tax 2,263,996 1,445,201
Deferred tax
Origination and reversal of timing differences (26,552) 124,682
Effect of decreased tax rate on opening hability 25,532 51,946
Adjustment 1n respect of previous years 21,714 60,622
Deferred tax relating to FRS 19 - (2,572)
Total deferred tax 20,694 234,678

2,284,690 1,679,879

Total tax on profit on ordinary activities

Factors affecting current tax charge for the vear

The current tax charge on profit on ordinary activities for the year 1s higher than the standard rate of corporation
tax 1n the UK (2013 - higher than the standard rate of corporanon tax t the UK) of 21 5% (2013 - 23 25%)

The differences are reconciled below

2014 2013
£ £
Profit on ordinary activities before tax 8,730,452 1,947,996
Corporation tax at standard rate 1,877 047 452 886
Capital allowances n excess of depreciation 3,972 (29,600)
Other tming differences 48,980 (198.826)
Non-taxable income - (82,551)
Expenses not deductible for tax purposes 150,031 161,734
Non-tax deducttble amortisation of goodwill and impairment - 1,177,334
Adjustment for prior periods 83,966 (35,776)
Total current tax 2,263,996 1,445,201
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Accounting periods ending after the substantive enactment of the reduction to 23% and 21%

Reductions 1n the UK corperation tax rate from 24% to 23% (effective | Aprnil 2013} and to 21% (effective from
1 April 2014) were substantively enacted on 3 July 2012 and 2 July 2013 respectively A further reduction to
20% (effective from | Aprl 2015) was also substantively enacted on 2 July 2013 This will reduce the
company’s future current tax charge accordingly The deferred tax asset at 31 Decerber 2014 has been
calculated based on the rates of 20% and 21% substantively enacted at the balance sheet date

Intangible fixed assets

Group

Goodwill Software Total

£ £ £

Cost
At 1 January 2014 110,470,153 10,786 110,480,839
Additions 2,776,439 4,026 2,780,465
Transfer in - 430,271 430,271
At 31 December 2014 113,246,592 445,083 113,691,675
Amortisation
At | January 2014 103,466,341 10,696 103,477,037
Charge for the year 1,055,845 22478 1,078,323
Transfer in - 362274 362,274
At 31 December 2014 104,522,186 395,448 104,917,634
Net book value
At 31 December 2014 8,724,406 49,635 8.774,041
At 31 December 2013 7,003,812 920 7,003,902

Transfers represent £430,271 of intangible assets cost and £362,274 of accumulated depreciation acquired from
egplus Worldwide Limited

During the year management conducted an impaniment review of goodwill for its income generating units
Mother Tongue Ltd and egplus Worldwide Lid by comparing the net book value of the goodwill to the net
present value of the dicounted cashflows, using the Omnicom Dicounted Cash Flow Model

The review indicated that the income generating unit's carrying amount exceeded its recoverable amount by
£16.675.283 and consequently we have not adjusted the goodwill balances as there (s no impairment loss

The perod before a steady or decliming long-term growith raie has been assumed 1s 10 years for Mother Tongue
Ltd and 5 vears for eglus Worldwide Ltd All other goodwill held has been fully amortised at the year-end
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Company

Cost
At i January 2014

At 31 December 20i4

Amortisation
At | January 2014

At 31 December 2014
Net book value

At 31 December 2014
At 31 December 2013

TBWA UK Group Ltd
Notes to the Financial Statements
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Software
£

4,000
4,000

4 000
4 000
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TBWA UK Group Ltd
Notes to the Financial Statements

Transfers in represent £990,429 of fixtures and fitings cost and £859,535 of accumulated depreciation and also
£76,073 of leasehold mmprovements cost and £76,073 of accumulated depreciation acquired from egplus
Worldwide Limited

Included in the cost and depreciation of fixtures and fittings, tools and equipment 1s a transfer in of £2,153 n
each relating to Mother Tongue Ltd to correct the prior year opening balances

Company
Leasehold
mprovements Total
£ £
Cost
At | January 2014 591,164 591,164
Disposals (591,164) (591,164)
At 31 December 2014 - -
Depreciation
At 1 January 2014 591,164 591,164
Disposals (591,164) (591,164)

At 31 December 2014 - -

Net book value

At 31 December 2014 - -

At 31 December 2013 - -
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11 Fixed asset investment

Group

Cost
At 1 January 2014
Disposals

At 31 December 2014
Provisions

At 31 December 2014
Net book value

At 31 December 2014
At 31 December 2013

TBWA UK Group Ltd
Notes to the Financial Statements
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TBWA UK Group Lid
Notes to the Financial Statements

Company
Shares in group
undertakings Total
£ £

Cost
At 1 January 2014 90,723,070 90,723,070
Additions 7,380,160 7,380,160
At 31 December 2014 98,103,230 98,103,230
Provisions

! At | January 2014 27,170,419 27,170,419
Provided in year 1,993,893 1,993,893
At 31 December 2014 29,164,312 29,164,312
Net book value
At 31 December 2014 68,938918 68,938,918
At 31 December 2013 63,552,651 63 552,651

Page 28



TBWA UK Group Ltd
Notes to the Financial Statements

Investments held as fixed assets

Details of undertakings

Details of the investments in which the group holds 20% or more of the nominal value of any class of share
capital are as follows

Proportion of voting
Country of rights and shares
Undertaking mcorporation Holding held Principal activity

Subsidiary undertakings

Advertising and

. 0
TBWA London Ltd UK Equity 100% media services
Full service
- Q
E-Graphics Ltd UK Equity 100% production facility

* TBWA Manchester Advertising and

Ltd UK Equity 100% marketing services
* TBWA Paling o Healthcare advertising
Walters Ltd UK Equity 100% and consultancy
* Being London Ltd UK Equity 100% Z:gig{ji‘;msmg
Tequila London Ltd UK Equi 100% Relationshtp

4 0 quity ¢ marketing activies
* Mother Tongue Ltd UK Equity 100% Marketing Translation
* egplus Worldwide o Advertising
Ltd UK Equity 100% production company
*Direct

All UK companies listed above are incorporated in England and Wales All of the above companies are unhsted

Other indirect holdings of the Company have been excluded in accordance with the Compames Act s410 as they
are not deemed to be significant to these accounts A full hst of the Company’s subsidiaries will be included 1n
the Company’s next Annual Return

The investment in Being Hakuhodo Ltd was written down 1in 2013 The remawmnung £1 investment was written off
in 2014 and the Company was struck off on the 13th May 2014

Staniforth Ltd was struck off on the 9th December 2014

Subsidiary Exemption

The UK subsidiaries of the Company, having met the critenia set out in sections 479A-479C of the Companies
Act 2006, are claiming exemptions from the audit of the individual accounts afforded by those sections for the
year ended 31 December 2014
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Impairment of investments / Reversal of im pairment of investments

During the year ended 31 December 2014, the directors impaired the Company’s investment in TBWA
Manchester Limted by £1,993,893 The impairment has been determined as the difference between the
nvestment s carrying value and its net recoverable value The net recoverable value has been determined using
a Discounted Cash Flow Model, with which future cash flows have been projected over a § year period and
mcluding a terminal value to mcorporate expected growth thereafier The projected cash flows have been
discounted by the UK Group’s pre-tax WACC rate of 10 7%

The projected cash flows are estimated based on the Omnicom Inc approved budget for 2015 The cash flow
projections for the years 2016 to 2019 assume a growth of between 2 5% to 15% for each year dependent on the
individual Company, which reflects management’s conservative estimate of the medium term operating
performance The terminal value is calculated using a perpetusty model which assumes a long term growth rate
of between 2 5% and 5% dependent on the individual Company and reflects the long term GDP growth
forecasts for the region and industry
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12 Stochks

Stocks

13 Debtors

Trade debtors

Amounts owed by group undertakings
- trading balances

Amounts owed by group undertakings
- loans and advances

Other debtors
Deferred tax asset
Prepayments and accrued mcome

The Company participates in a cash concentration arrangement with its fellow subsidiary, Omnicom Finance
plc, the Omnicom Europe Limited group’s UK treasury operation, under which bank balances are cleared to
zero on a daily basis either by the Company depositing cash with Omnicom Finance plc or by Omnicom
Finance plc depositing cash with the Company Included in Amounts owed by group undertakings - loans and
advances 1s £17,277,108 {2013 £14,528,070) representing cash deposited by the Company under these

arrangements

Group Company
2014 2013 2014 2013
£ £ £ £
5,838,088 4,982,314 - -
Group Company
2014 2013 2014 2013
£ £ £ £
31,851,060 32,475,532 33,988 27,309
28,255,501 24,956,484 24,018,721 21,956,859
17,277,108 14,528,070 3,256,340 -
12,707,901 12,311,661 150,169 78,295
566.112 427,576 34,379 43,308
7,919,002 6.804,263 213,206 986,210
98,576,684 91,503,586 27,766,803 23,091,981
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Notes to the Financial Statements

Deferred tax

Analysis of deferred tax

Group
2014 2013
£ £
Difference between accumulated depreciation and amortisation and
capital allowances 455,953 401,744
Other timing differences 110,159 25,832
566,112 427,576

The movement m 2014 deferred tax 1s made up of the acquisition of a deferred tax debtor from egplus
Worldwide Limited of £139,230 less the 2014 P&L movement of £20,694

Com pany
2014 2013
£ £
Difference between accumulated depreciation and amortisation and
capital allowances 34,379 43,308
Creditors: Amounts falling due within one year
Group Company
2014 2013 2014 2013
£ £ £ £

Preference shares classified as
liabilities 13,189 505 13.189.499 13,189,503 13,189,499
Payments received on account 4 905.704 4,141 624 - -
Trade creditors 3,554,695 3,626,792 84243 246,496
Amounts owed to group undertakings
- trading balances 60,334,223 61,274,170 23,851,498 21,758,718
Amounts owed to group undertakings
- loans and advances - - - 1,630,350
Taxation and social security 2,726,538 1 846,725 566,588 539,335
Accruals and deferred income 10,837,368 9,775,281 1,084,848 1,744,054

95,548,033 93,854,091 38 776,682 39,108,452
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15 Creditors: Amounts falling due after more than one year

Group Company
2014 2013 2014 2013
£ £ £ £
Other creditors 6,799,591 5,647,879 6 799,591 5,647,879

Included n the long term creditor 1s the Contingent Purchase Price of Mother Tongue Ltd which was increased
by £1,094,000

16 Provisions

Group
Other provision
£
At 1 January 2014 2,410,406
Uulised during the period {147,504}
Charged to the profit and loss account 93,626
Additional amounts provided 23,874
At 31 December 2014 2380402
Company
Other provision
£
At ! January 2014 2,290,406
Utihsed during the period (147.504)
At 31 December 2014 2,142,902
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17 Share capital

Allotted, called up and fully paid shares

2014 2013
No. £ No. £
Ordinary shares of £ 1 00 each 3 3 3 3
0,
4 05% cumulative preference shares of 5 138 53 13,138,231 13,138,231 13,138,231
£1 00 each
13,138,234 13,138,234 13,138,234 13,138,234

The Preference Shares shall be redeemed m whole or n part at the option (exercisable at any ume} of either the
Company or the holder of the Preference Shares either by the Company giving notice on the redemption to the
relevant holder of the Preference Shares or the relevant holder giving written notice of the redemption to the
Company (as the case may be) at the Subscription Price per Preference Share on each of the Preference Shares
redeemed and any arrears or accruals of the Preferred Dividend due on such Preference Shares, calculated down
to the end including the redemption date

On a winding up, they would rank first and would be entitiled to the Subscription per Preference Share together
with a sum equal to any arrears and accruals of the Preferred Dividend calculated down to and including the date
of the return of capital, and 1f there s a shortfall of assets remaming to satisfy the entitlements of holders of
Preference Shares in full, the proceeds shall be distributed to the holders of the Preference Shares in proportion
to the amounts due to each such Preference Shares in proportion to the amounts due to each such Preference
Shares held

The Preference Shares shall confer on each holder of the Preference Shares the right to receive notice of all

general meetings of the Company, but will not entitle the holders to attend, speak or vote at any general
meeting
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18 Reserves

19

Group

At ] January 2014

Profit for the year

Other reserve movements

At 31 December 2014

Company

At | January 2014

Profit for the year

At 31 December 2014

Commitments

Group

Annual commitments under non-cancellable operating leases are as follows

Within 1 year
2to 5 years
Qver 5 years

TBWA UK Group Ltd

Notes to the Financial Statements

Share premium

Profit and loss

account Other reserves account Total |
£ £ £ £
848,982 i 2,717,479 3,566,462
- - 6 445,762 6.445 762
- (n - €))]
848,982 - 9,163,241 10,012,223 !
Profit and loss
account
£
39,597,892
9,328,651
48,926,543
2014 2013
Land and Land and
buildings Other buldings Other }
£ £ £ £
1,267,920 154,501 281,378 35,784
965,044 576,730 2,567,685 581,562
- 46918 - 39,444
2,232,964 781,149 2,849,063 656,790
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TBWA UK Group Ltd
Notes to the Financial Statements

Company

Annual commitments under non-cancellable operating leases are as follows

Non cancellable operating leases

2014 2013
Land and Land and
buildings Other buildings Other
£ £ £ £
Within | year 395.000 83,683 127,500 17,767
2 to 5 years 850,000 166,116 1,245,000 201,029
Over 5 years - - - -
1,245,000 249,799 1,372,500 218,796

Pension schemes

Defined contribution pension scheme

The group operates a defined contribution pension scheme The pension cost charge for the year represents
contributions payable by the group to the scheme and amounted to £672,770 (2013 £421,870)

There were no outstanding or prepaird contributions at etther the beginning or end of the financial year
Contributions totaliing £104.463 (2013 £70,086) were payable to the scheme at the end of the year and are
included in creditors

Ultimate parent company

The Company i1s a subsidiary undertaking of Omnicom Group Inc incorporated i the United States of America

The largest group in which the results of the Company are consohdated 1s that headed by Omnicom Group Inc
The consohdated accounts of this company are available to the public and may be obtained from Omnicom
Group Inc, 437 Madisan Avenue, New York NY 10022, USA No other group accounts include the results of
the Company
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