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Hogarth Worldwide Limited

Strategic report

' The directors, in preparing this strategic report, have complied with s414C of the Companies Act 2006.

Prmelpal activities

Hogarth Worldwide Limited (the Company) isa prlvate company limited by shares and has been incorporated in the -
United Kingdom under the Companies Act 2006 and is incorporated in England and Wales. The registered office is
shown on page 1. The directors regard WPP Group (UK) Limited (WPP Group), a Company incorporated in The .
United Kingdom and registered at 27 Farm Street, London W1J SRJ in England and Wales, as the immediate parent
company and WPP plc, a Company mcorporated in Jersey, as the ultimate parent company and the ultimate

controllmg party.

The principal activity of the entity is marketing, lmplementatlon and transcreatlon of prmt TV and digital media
mtematlonally

Busmess review

L During the year, the business was able to grow itsrevenues from£154;378;000 to £169;193,000 as revenue's“from

new clients came on stream and revenue from existing clients grew. Profit before tax for the year was £3,334,000-
(2017: Proﬁt £3,476 ,000) as the Company continues to grow. Net assets increased from £9,364,000 to £9,772,000.
During the year the business had exceptlonal gains of £882,000 (2017 cost 0f £1,307,000) details of which can be
found in note 17.

The WPP Group manages 1ts operatlons on a network basxs For this reason, the Company’s directors believe that
any further key performance indicators for the Company are not necessary or appropriate for an understanding of the
development, performance or position of the business. The performance of the advertising network of WPP plc,
which includes the company, is disclosed in the Group’s Annual Report which does not form part of this Report.

Principal risks and uncértainties

The Company has specific policies in place to ensure that operational and business risks are properly identified, .
evaluated and managed. The Company considers its principal risks and uncertainties to be the same as those affecting
the WPP Group, as referred to in the Directors’ Report in the Group’s Annual Report which does not form part of this
Report

The Company’s activities expose it to a number of ﬁnancral risks, including credit risk and forelgn exchange risk.
The directors do not believe that the Company is significantly exposed to liquidity risk. The Company currently has
sufficient cash to fund its activities. The Company is part of a Group banking facility.

Management is closely monitoring the discussion around Brexrt and the potential outcome of a non-deal leave from
EU. Material impacts to the financial statements are not expected

As part of WPP Group, a considerable share of the Company’s busmess is related with other WPP Group s
companies. .

- Going concern

At 31 December 2018 the Company had £11,556,000 (2017 £9 228,000) of cash and net assets of £9,773,000 (2017
£9,364,000).

The directors have considered the latest forecasts of the business and made inquiries of management in reaching their
conclusion on gomg concern. The directors have every expectation that the Company has adequate resources through
trading to continue in operatronal existence for the foreseeable future. Accordingly, they continue to adopt the going

" . concern basis in preparing these financial statements.



Hogarth Worldwide Limited
Strategic report

Environment

The WPP Group recognises the importance of its environmental responsibilities, monitors its impact on the
environment and designs and 1mplements policies to reduce any damage that might be caused by the Group's
activities. The Company operates in accordance with Group policies, which are described in the Group's Corporate
Responsibility Report which does not form part of this Report. Initiatives designed to minimise the company's 1mpact
on the environnient include improving our energy use efficiency, reducing paper use, increasing recycling, reviewing
travel policies and through the selectlon of third-party. supphers

Approved by the Board of Directors .
and signed on behalf of the Board

Dir‘ect Titnyy "THOM P}OA/
23 {0 2019 '



Hogarth Worldwide Limited

Directors’ report -

The directors present their annual report and the audited financial statements for the year ended 31 December 2018.
The directors have addressed financial risk management policies and objectives; going concern; d:versnty, the
environment and future prospects/subsequent events below. :

Research and development

During 2018 the Company spent £323 368 (2017 £3,895) on non- caprtalrsed research and development

Dlrectors

The directors of the Company who served during the year (unless noted otherwise) and subsequently to the date of
approving these financial statements were as follows:

Kevan Thorn (resigned in January 2019)
Jeremy Thompson

Mark Povey N

Andrew Payne

Andrew Scott (resrgned in November 2018)
Richard Glasson

Charles Ward Van Der Welle

Dlrectors mdemmtles

- The Company has made qualrfymg thlrd-party indemnity provrsrons for the benefit of its dlrectors whlch were made
during the year and remain in force at the date of this report. These provnslons relate with the Company s directors
only. .

Results and dividends

The Company’s Profit- before tax for the. year was £3,334,000 (2017: profit of £3, 476 ,000). The directors
recommended no dividends to be paid for the year ended 31 December 2018 (2017: £7,259,000).

Future prospects and subsequent events

The directors can report that the trend of revenue growth experienced in 2018 is expected to contlnue in 2019, driven
by growth in the UK business augmented by new subsidiaries openings around the world. Management expects 2019 .
will continue to show a strong growth in the company's revenue line and rmprovements on the profit line.

Management is defining new initiatives to improve the productivity and cost efficiency of the business which results
are expected to be achieved during 2019 FY. These include measures streamlining the internal processes,
implementaion of an optimization team and the use of off-shore locations.

Management is closely monitoring the discussion around Brexit and the potential outcome of a non-deal leave from
" EU. ' ‘

"No material subsequent events have been identified after the end of the financial year.

DlverSIty and inclusion

Hogarth Worldwide Limited is an equal opportunities employer. We select, develop and promote people’ based on
merit and regardless of factors such as race, religion, national origin, colour, sex, sexual orientation, gender identity
or expression, age or disability. Policies on harassment and non-discrimination are included in our Code of Conduct.

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind the abilities of the ‘
applicant concerned. In the event of members of staff becoming disabled while in the Company's employment, every

effort is made:-to ensure that their employment with the Company continues and that appropriate training is arranged.

It is the policy of the Company that the training, career development and promotion of disabled persons should as far

as possible, be identical to that of other employees



Hogarth Worldwide Limited
Directors’ report (continued)

Employee consultation

A_The Company places consrderable value on the involvement of its employees and has continued to keep them

informed on matters affecting them as employees and.on the various factors affectmg the performance of the
Company. The Company regularly consults employees, or their representatives, for views on matters affecting them :
This is achieved through formal and informal meetings and town halls, the Company magazine/Newsletter and
intranet sharepoint.

Cllmate change

Management is taking measures-to ensure the reductlon of impact of the Company' s activity in the environment.
These measures include but are not limited to: improve the energy efficiency of all the offices, elrmmate all non-

. mandatory travel and promote sustainability efforts such as cycle to work and recycling.

Management will continue to collaborate with our partners to ensure the most efficient and envrronment friendly
options are considered in each pro_|ect i :

United Kingdom leave from European Union (Brexrt)

Managenient is closely monitoring the discussion around Brexit and the potential outcome of a non-deal leave from
EU. Material impacts to the financial statements are not expected.

We have identified a potential impact on our labour force, and we are taking actions to assess and mitigate against any
impact, ensuring employees are supported during the process. -

It is not yet clear what the full impact will be whilst negotiations continue to take place. As the process of Brexit
evolves, Management wrll contmue to assess the impact of any resulting changes and the extent to which they affect
the Company. -

Fmanclal RlSk Management
Foreign exchange .

The Company’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates.
The Company does not currently use financial derivatives on its financial activities owing to the project-based nature

of the business nor do we apply hedge accounting. The directors continuously review the financial activities of the -

Company in the event that a practical means of hedging becomes available.
Credit risk

The Company's prlnClpal financial assets are bank balances, trade and other receivables. The Company s credlt risk is
primarily attributable to its trade receivables. The amounts presented in the accounts are net of allowances for
doubtful receivablés. An allowance for loss is made where there is an identified loss event, which, based on the
experience of the directors, is evidence of a reduction in the recoverability of the cash flows.

Statement on mformatlon gwen to audltor
Each of the persons who is a dlrector at the date of approval of this report confirms that:

o so far as the director is aware, there-is no relevant audit information of which the Company s auditor is unaware;
and :

o the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself
aware of any relevant audit information and to establish that the Company’s auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of 5418 (2) of the Companies
Act2006.



Hogarth Worldwide Limited

‘Directors’ report (continued)

~

Re-appomtment of the auditor

Deloitte LLP have expressed their WIIlmgness to coritinue in office as audltor and a resolution to reappoint them will
be proposed at the forthcoming Annual General Meetmg

- -Approved by the Board of Directors.
and signed on behalf of the Board

Director e MY THoripsow

a2 ﬁ ' 2019




Hogarth Worldwide Limited

Directors’ Responsibilities Statement

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the parent company financial statements in accordance with United Kingdom

" Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS
101 “Reduced Disclosure Framework”. Under company law the directors must not approve the financial statements

" unless they are satisfied that they give a true and fair view of the state of affairs of the Company and of the proﬁt or

loss of the Company for that period.

In preparing the parent .cémpany financial statements, the directors are required to:

s . select suitable accounting policies and then apply them consistently; -
make judgements and accounting estimates that are reasonable and prudent;
apply U.K. Accounting Standards, subject to any material departures disclosed and explamed in the financial
statements; and

o prepare the financial statements on the going concern basis unless 1t is inappropriate to presume that the
Company will continue in busmess :

The directors are responsible for the maintenance and integnty of the corporate and financial information included on
the company’s website. Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other Jjurisdictions.’ .



| Hogarth Worldwide Limited
Independent audltor s report to the members of Hogarth Worldwrde lelted

Report on the audit of the financial statements
Opinion '
In our opinion the financial statements:

e give atrue and fair view of the state of the company’s affairs as at 31 December 2018-and of its profit for the
year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accountmg Practice
.including Financial Reporting Standard 101 “Reduced Disclosure Framework®; and

*  have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of Hogarth Worldwide Limtied (the ‘company’) which comprise:

the income statement; :

the statement of comprehensrve income;
the balance sheet;

the statement of changes in equnty and
the related notes 1 to 20.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reportmg Standard 101 “Reduced Disclosure Framework” (Umted Kingdom
- Generally Accepted Accountmg Practrce) .

‘Basis for opinion _ ‘ o » 4
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs(UK)) and applicable law. Our

responsibilities under those standards are further descrlbed in the auditor's responsibilities for the audit of the financial
statements section of our report. :

* We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requlrements We belleve that the audlt evidence we have obtained is sufficient
and appropriate to provnde a basis for our opinion.

Conclusions relating to going concern
- We are required by ISAs (UK) to report in respect of the following matters where:

e the directors’ use of the going concern basxs of accountmg in preparation of the financial statements is not
appropriate; or

o the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concem basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of these matters .

Other information

The directors are responsible for the other information. The other information comprises the information included in the
annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements
does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express
.any form of assurance conclusion thereon. .



Hogarth Worldwide Limited

Independent auditor’s report to the members of Hogarth Worldwnde Limited
(continued)

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,

consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent
material misstatements, we are required to determine whether there is a material misstatement in the financial statements
or a material misstatement of the other information. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors

As pxplaiﬁed more fully in the directors’ responsibilities statement, the directors are respoﬁsible for the preparation of the -

financial statements and for being satisfied that they give a true and fair view, and for such internal control as the directors
‘determine is necessary to enable the preparatlon of financial statements that are free from material misstatement,’ whether
due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting

unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
50. '

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
-material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

'Use of our report

This report is made solely to the company’s members asa body, in accordance with Chapter 3 of Part 16 of the

Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those matters’

we are required to.state to them in 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 members as a body, for our
audit work, for this report, or for the opinions we have formed.



' Hogarth Worldwide lelted

Independent auditor’s report to the members of Hogarth Worldwide lelted
(continued)-

Report on other legal and regulatory requirements -

Qpinions'on other matters prescribed by the Companies Act 20i)6

In our opinion, based on the work undertaken in the course of the audit:

e the information given in the directors’ report for the financial year for which the financial statements are prepared

is consistent with the financial statements; and
o the directors’ report has been prepared in accordance with apphcable legal requirements,

[n the light of the knowledge and understandmg of the company and its environment obtained in the course of the audlt‘

we have not 1dent|ﬁed any material misstatements in the directors’ report.

Matters on whlch we are required to report by exception

‘Under the Compames Act 2006 we are requnred to report in respect of the followmg matters lf in our opinion:

s adequate accounting records have not been kept or returns adequate for our audlt have not been received from
branches not visited by us; or -
o the financial statements are not in agreement thh the accounting records and returns; or
 certain disclosures of directors’ remuneration specified by law are not made; or
»  we have not received all the information and explanations we require for our audit;

We have nothing to report in respect of these matters.

- Jon Young FCA (Senior Stat
for and on behalf of Deloitte LLP

Auditor)

Stotutory Auditor
‘London, United Kingdom

23 39\7' 2019

10



.. Hoga‘rth Worldwide Limited

- Income Statement : ‘
’ For the year ended 31 December 2018

“Turnover
Cost of sales
Gross profit

Administrative expenses
Other operating expenses (net) |

Exceptional items
Operating Profit

Finance costs
Finance income

Profit before taxation
Tax charge on proﬁt

Profit after taxatlon for the financial year being
retamed profit carried forward-

Note

17

2018 .

2017
£000 £000

- 169,193 V154,3‘78
(76,585)  (73,271)
92,608 81,106
(14,571) . (19,901)
(76329)  (55,883)
@1y (1,306)
1237 . 4017
(881) (934)
2,978 393
3,334 3,476
13)  (1,003)
3,321 2,383

11



| Hogarthv Worldwide Limited

Statement ‘of Comprehensive Income |
For the year ended 31 December 2018

Profit for the year.

Items that will no't be reclassified §ubsequgntly to profit:

F oréigp .curr‘ehcy‘ translation adjustment
Other comprehensive income for the year net of tax - '

Total comprehénsive income for the. year attributable
to the shareholder of the Company

2018 2017

Note £2000° £:000
3321 2283

163 -

163 .

3,484 2,283

12



Hogarth Worldwide Limited

Balance Sheet
As at 31 December 2018
; 2018~ 2017
Note ‘ £°000 £000
Fixed assets -
Intangible assets : ' : 9 1 12
Tangible assets ‘ 10 © 4229 3,409
_ Investments in subsidiaries ' o 11 ' - 1,138 1,138
5368 4559 ..
Current assets ) . i :
Debtors: amounts falling due wnthm one year ’ 12 48,145 54,100
Cash at bank and in hand - o S - 11,556 9,228
59,701 63,328
" Creditors: amounts falling due within one year . o ' 13 iy (45,739) '(40,3_67)
Net current assets S _ o ) 13,96é 22,961
Total assets less current liabilities . ’ ' o 19,330 27,520
Creditors: amounts falling due after more than one year 14 - (9,557) (18,156)
* Net assets ' . V ' , ' ' 9,773 9,364‘
Cabital and réserves » ) , ) ’ : .
Called up share capital 15 ' , 1 1
Share premium account ' 15 . 16,132 - 6,132 .
Profit for the year and retained earnings = . : .. 3,640 - 3,231
9,773 - 9,364

The financial statements of Hogarth Worldwnde lexted reglstered number 06872427 were approved by the Board of
Directorson 23 T, 2019.

~ Signed on behalf of the Board of Dlrectors ’ i . ' :
. Director 3 cﬂ_ﬁﬂY THovl F!OU ‘

2019




Hogarth Worldwide Limited

7’

N Statement of changes in equity |

‘B.alance at 1 January 2017

Profit for the year ended 31
December 2017

Total comprehensive income for
' ~ the period

-.Divid'ends Paid

Balance at 31 December 2017 —as -

" reported

" Other comprehensive income for the

Effect of change in accounfing policy .

for IFRS 15

Baiancé at 31 December 2017. -
1 January 2018 brought forward

Profit for the year ended 31
December 2018 .

“year

Total comprehensive income for
T ' © - the period

Balance at 31 December 2018 :

No dividends were paid in 2018.

. Called

up Sh.ire Retained Total
share ~Premium Earnings ofa
. " capital accg\}nt : .
- Note £000 £000 £000 £°000
1 6,132 8,106 14,240
- - 2,383 2,383
- - 2,383 - 2,383
- - (7,259) (7,259)
15 1 6132 3231 9,364
- - (3,075) (3,075)
1 6,132 156 6,289
. . 3,321 3,321
. . 163 163
: ; 3484 3,484
15 1 6,132 3,640

9,773

14



Hogarth Worldwide Limited

- Notes to the financial statements

1. Accounting policies
Basis of preparation

Hogarth Worldwide Limited (the Company) is a private company limited by shares and has been incorporated
in the United Kingdom under the Companies- Act 2006 and is incorporated in England and Wales. The
registered office is shown on page 1. The financial statements are presented in pounds sterling, which is the
currency of the primary economic environment in which the Company operates (its functional currency).

The financial statements have been prepared in accordance with applicable United Kingdom law and
accountmg standards.

The Company has taken advantage of the exemption from preparing consolidated financial statements afforded
by Section 400 of the Companies Act 2006 as WPP plc holds 100% of the allotted shares in the Company and
prepares consolidated accounts which are publicly available.

The financial statements have been prepared in accordance with Financial Reporting Standard 101 ‘Reduced
Disclosure Framework’ (FRS 101) and in accordance with applicable accounting standards. As permitted by
FRS 101, the Company has taken advantage of the disclosure exemptions available under that standard in
relation to presentation of a cash flow statement, financial instrument disclosures, standards not yet effective
capital management and presentation of comparative information in respect of certain assets and related party
transactions. Where required, the equivalent disclosures are given in the Group accounts of WPP plc whose
consolidated financial statements include those of the Company and are publicly available and can be obtained
as set out in note 18. Financial statements are prepared under the historical cost convention.

Changeé in Accounting policies and disclosures - Adoption of new and revised Standards

Amendments to IFRS Standards and the new Interpretation that are mandatorily effectlve for the
current year

IFRS 16 Leases

IFRS 16 is effective from 1 January 2019. The standard eliminates the classification of leases as either -
operating or finance leases and introduces a single accounting model. Lessees will be required to recognise a
right-of-use asset-and related lease liability for the majority of their operating leases and show depreciation of
leased assets and interest on lease liabilities separately in the income statement. IFRS 16 will require the
Company to recognise substantnally all of its operating leases on the balance sheet.

The Company will adgpt IFRS 16 effective 1 January 2019 on a modified retrospective basis and apply the
standard retrospectively with the cumulative effect of initially applying the standard recognised at the date of
initial application as an adjustment to.retained earnings. Accordingly, prior year financial information will not
be restated and will continue to be reported under IAS 17 Leases. The right-of-use asset and lease liability will
initially be measured at the present value of the remaining lease payments, with the right-of-use asset being
subject to certain adjustments. The estimated right-of-use asset recorded on the balance sheet as of 1 January
2019 will be approximately £14.8m, the lease liability will be approximately £14.0m and the equity impact
approximately £800k. Depreciation of the right-of-use asset and recognition of interest'on the lease liability in
the income statement will replace amounts recogmsed as rent expense under IAS 17.

Impact of initial apphcatlon of IFRS 9 Financial Instruments

In the current year, the Company has applied IFRS 9 Financial Instruments (as revised in July 2014) and the .
related consequential amendments to other IFRS Standards that are effective for an annual period that begins
on or after 1 January 2018. The transition provisions of [FRS 9 allow an entity not to restate comparatives.
However, the Company has elected to restate comparatives in respect of the classification and measurement of
financial instruments.

N\

15



Hogarth Worldwide Limited

‘Notes to the financial statements (continued)

1. . Accounting policies (continued)
" TFRS 9 introduced new requirements for:

. The classification and measurement of financial assets and financial llabllmes,
2 Impairment of financial assets, and General hedge accounting.

The directors of the Company reviewed and assessed the Company’s existing financial assets as at 1 January
2018 based on the facts and circumstances that existed at that date and ‘concluded that the application of IFRS.
9 has no material impact in the financial statements,

Impact of application of IFRS 15 Revenue from Contracts with Customers

In the current year, the Company has applied IFRS 15 Revenue from Contracts with Customers (as amended in
April 2016) which is effective for an annual period that begins on or after 1 January 2018. IFRS 15 introduced
a S-step approach to revenue recognition. More prescriptive guidance has been added in TFRS 15 to deal with
specific scenarios. Details of the new reqmrements as well as their i 1mpact on the Company’s financial

_ statements are described below.

The Company has applied IFRS 15 in accordance with the practical expedients for completed contracts in
IFRS 15.CS and 15.C7. Management identified the contracts where the control of asset was not transferred to
the customer as at 31 December 2017. For these the corresponding revenue was adjusted to the openmg
balance of retained earnings of 2018 reporting period. .

IFRS 15 uses the terms ‘contract asset” and ‘contract liability’ to describe what might more commonly be -
known as ‘accrued revenue’ and ‘deferred revenue’, however the Standard does not prohibit an entity from
using alternative descriptions in the balance sheet. The Company has adopted the terminology-used in IFRS 15
to describe such balances.

The Company’s accounting policiés for its revenue streams are disclosed in detail below. Apart from provndmg :
more extensive disclosures for the Company’s revenue transactions, the application of IFRS 15 hasnothada
significant impact on the financial position and/or financial performance of the Company. The amount of
adjustment for each financial statement line item affected by the apphcatlon of IFRS 15 was £3,075,000,
reducmg accrued income balance and retained earnings.

Going concern
The_ Company is a subsidiary of WPP plc. Its business activities are set out in the business review on page 2.

At 31 December 2018 the Company had £11,556,000 (2017; £9,228,000) of cash and net assets of £9,773,000
(2017: £9,364,000). After reviewing cash flow forecasts, budgets and making enquiries, the directors have a
reasonable expectation that the Company has adequate resources to continue in operational existence for the
foreseeable future.

Accordingly, the dlrectors of the Company continue to adopt the gomg concern basis in preparing these
financial statements. . .

Turnover

‘The Company recognises revenue for performance obligation when or as it satisfies them, and control of the

. asset has passed to the customer in accordance with the terms of the contractual arrangement. Control of an
asset is defined as the ability to direct the use of and obtain substantially all of the remaining benefits from the
asset. In most instances performance obligations are separately identifiable deliverables that a costumer
expects to receive. These are distinct within the context of the contract, and are accounted for ‘as separate
performance obligations, revenue is allocated to each of the performance obllgatlons based on relative
standalone selling prices.

16



Hogarth Worldwide Limited

‘Notes to the financial statements (continued)

1. Accounting policies (continued)

The Company’s policy is that it acts as the principal in its arrangements with third parties based on the
conclusion that it obtains control of the services provided to its customers when another party is involved in
providing goods or services. Under IFRS 15, the Company is a principal in a transactlon if it obtams control of -
any one of the following:

.a) a good or another asset from the other party that it then transfers to the customer.

b) a right to a service to be performed by the other party, which gives the entity the ablhty to direct that
party to provnde the service to the customer on the entity’s behalf.

c)a good or service from the other party that it then combines with other goods or services in providing
the specified good or service to the customer. For example, if an entity provides a significant service of
integrating goods or services provided by another party into the speciﬁed good or service for which the
customer has contracted, the entity controls the specified good or. service before that good or service is
transferred to the customer. This is because the entity first obtains control of the inputs to the specified
good or service (which |ncludes goods or services from other parties) and dxrects their use to create the -
combined output that is the specxﬁed good or service. ‘

The Company is pnmanly responsible for the fulfillment of the services provided under our contracts and our
customers are not limited to the fee in the event we are required to indemnify them for non-performance. We
meet the control criteria outlined above and recognize third party costs on a gross basis (through direct costs).

The timing of payments is negotiated on an individual client basis before the commencement of work. As of
year end there are no obligations for returns, refunds or warranties that would require provision.

Exceptional items

Exceptional items relate to the write-off of a net payable balance due by Hogarth Worldwide lelted by
related company Act 2. Restructuring costs include £853,000 for software developments and £532,000 for
severance to employees. On 1 April 2018 Hogarth Worldwide Limited entered into an asset transfer
agreement with Ogilvy & Mather Group (Holdmgs) Limited for the purchase of assefs related to their print and
digital production studio. The purchase pnce for these assets was £4,263,499. The total net assets incorporated
amounted to £4,313,000, resulting on a gain of £50,000. Further details can be found in note 17.

Trade debtors _
Trade debtors are amounts due from customers for services performed in the ordinary course of business.

Trade debtors are recognised initially at the transaction price. A provision for the impairment of trade debtors
is established when there is objective evidence that the Company will not be able to collect all amounts due
according to the original terms of the receivables. Trade debtors are derecogmsed when the contractual rights
to the cash flows from the trade debtor expire or are settled.

Trade creditors

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified as current liabilities if the Company does not have an
unconditional right, at the end of the reporting period, to defer settlement of the creditor for at least 12 -

months after the reporting date. If there is an unconditional right to defer settlement for at least 12 months
after the reportmg date, they are presented as non-current liabilities. Trade creditors are recognised at the
transaction price. Trade creditors are derecognised only when the obligation spemﬁed in the contract has been
discharged, cancelled or explres
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Hogarth Worldwide Limited

Notes to the financial statemenis_ (continued).

1. Accounting policies (continued)

. Tangible assets

Tangible fixed assets are stated at cost, net of depreciation and any provision for impairment. Depreciation is
_ provided on all tangibleé fixed assets at rates calculated to write off the cost, less estimated residual value, of
each asset over its expected life, as follows:

Leasehold improvements Over the period of'the lease

Computer .equipment " 33% on a straight-line basis per annum
Furniture and fixtures . Over the period of the lease .
Computer software ' ‘ 33% on a straight-line basis per annum

" Useful lives of property, plant and equipment

* As described above, the'Company reviews the estimated.useful lives of property, plant and equipment at the
end of each reporting period. During the current year, the directors determined that there should be no changes
in the useful lives of property, plant and equipment. :

" Investments in subsidiaries

Investments are stated at cost net of any provision for impairment The Company assesses the carrying value of
investments to determine if any impairment has occurred. Durmg the year, the directors determined that there
was no impairment to the investments.

Intangible assets

Research expenditure is expensed as incurred. Development expenditure is also expensed, except where the
directors are satisfied as to the technical, commercial and financial viability of individual projects. In such
cases, the identifiable expenditure is deferred and amortised over the period during which the' Company is
expected to benefit. This period is between three and five years. Amortisation of other software is 33.3%
straight-line method. :

Taxation

Corporation-tax is provided at the amounts expected to be paid (or recovered) using the tax rates and laws that
have been enacted or substantively enacted by the balance sheet date.

Deferred taxation

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a
right to pay less tax in the future have occurred at the balance sheet date. Timing differences are differences
between the Company s taxable profits and its results as stated in the financial statements that arise from the
inclusion of gains and losses in tax assessments in periods dlfferent from those i in which they are recognised in
the financial statements. :

A net deferred tax asset is regarded as recoverable and theréfore recognised only to the extent that, on the basis
of all available evidence, it can be regarded as more likely than not that there will be suitable taxable profits
from which the future reversal of the underlying timing differences can be deducted.

- Deferred tax is not recogmsed when fixed assets are revalued unless by the balance sheet date there is a
blndmg agreement to sell the revalued ‘assets and the gain or loss expected to arise on sale has been recognised
in the financial statements. Neither is deferred tax recognised when fixed assets are sold and it is more likely
than not that the taxable gain will be rolled over, being charged to tax only if and when the replacement assets
are sold.’

Deferred tax is measured at the average tax rates that are expect‘ed to apply in the periods in which the timing
differences are expected to reverse based on tax rates and laws that have been enacted or substantively enacted
by the balance sheet date. Deferred tax is measured on a non-dxscounted basis.
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Hogarth Worldwide Limited

* Notes to the financial statements (continued)

L. Accounting policies (continued)
Foreign currency transactions

Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction. Monetary
assets and liabilities denominated in foreign currencies at the balance sheet date are reported at the rates of
exchange prevailing at that date. Exchange differences are included in the proﬁt and loss account.

Leases

Assets held under finance leases and other similar contracts, which confer rights and obligations similar to
those attached to owned assets, are capitalised as tangible fixed assets and are depreciated over the shorter of
the lease terms and their useful lives. The capital elements of future lease obligations are recorded as
liabilities, while the interest elements are charged to the profit and loss account over the period of the leases to
produce a constant rate of charge on the balance of capital repayments outstanding. Hire purchase transactions
are dealt with similarly, except that assets are depreciated over their useful lives. '

Rentals under operating leases are charged on a straight-line basis over the lease term, even if the payments are
not made on such a basis. Benefits received and receivable as an incentive to sign an operating lease are
similarly spread on a straight-line basis over the lease term, except where the period to the review date on
which the rent is first expected to be adjusted to the prevailing market rate is shorter than the full lease term, in
which case the shorter period is used.

Pension costs

For defined contribution schemes the amount charged to the profit and loss account in respect of pension costs
and other post-retirement benefits is the contributions payable in the year. Differences between contributions

payable in the year and contributions actually paid are shown as either accruals or prepayments in the balance

_sheet.

“Work in progress

Work in progress is valued at the lower of cost and net reahsable value and compnses mamly outlays incurred
on behalf of clients and work in progress under project arrangements. Provision is made for irrecoverable costs
- where appropriate.

- Interest Receivable

Interest income is recognised when it is probable that the economic benefits will flow to the Company and the
amount of revenue can be measured reliably.

Bank Borrowings

.Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of direct issue costs. .
Interest payable, including premiums payable on settlement or redemption and direct issue costs, are accounted
for on an accruals basis in the profit or loss account using the effective interest method and are added to the
carrying amount of the instrument to the extent that they are not settled in the period in which they arise.

: Non—cufrent assets held for sale

Non-current assets classified as held for sale are measured at the lower of carrying amount and fair value less
costs to sell. Non-current assets and disposal groups are classified as held for sale if their carrying amount will
be recovered through a sale transaction rather than through continuing use. This condition is regarded as met
only when the sale is highly probable and the asset (or disposal group) is available for immediate sale in its

* present condition. Management must be committed to the sale which should be expected to qualify for
recognition as a completed sale within one year from the date of classification.

Share-based payments

The company has applied the requirements of IFRS 2 to all unvested share-based payments. Certain employees
of the company benefit from equity-settled share-based payments through participation in stock option and
restricted stock incentive schemes. Such awards are satisfied by the delivery of shares in WPP plc, the ultimate
parent undertaking.
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Hogarth Worldwide Limited

Notes to the financial statements (continued)

1. Accounting policies (continued)

. Equity-settled share-based payments are measured at fair value (excluding the impact of non market-based
vesting conditions) at the date of grant. Fair value is determined by the market price on that date or the -
application of.a Black Scholes model, depending on the characteristics of the scheme concerned. For the years
presented, the majority of the charge to the profit and loss account related to schemes where fair value
equalled market price since the equity instrument had no restrictions that impact valuation. Market price on
any given day is obtained from external, publicly available sources.

The fair value determined at the grant date is recognised in‘the profit and loss account as an expense ona
straight-line basis over the relevant vesting period, based on the company’s estimate of the number of shares
that will ultimately vest and adjusted for the effect of any other non-market based vesting conditions.

Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described above, the directors are required
to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readlly apparent from other sources. The estimates and associated assumptions are based on hlstoncal
experience and other factors that are consndered to be relevant.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if the revision affects both current and future periods.

There are no key sources of estimation uncertainty.
Critical judgements in applying the Company’s accounting policies .
Revenue recognition .

In making its Judgement management considered the detailed criteria for the recognition of revenue from the
sale of goods set out in IFRS 15 ‘Revenue from Contracts with Customers and whether the Company had’
transferred to the buyer the control of the asset.

The Company recognises revenue for performance obhgatlon when or as it satisfies them, and control of the
asset has passed to the customer. Control of an asset is defined as the ability to direct the use of and obtain
substantially all of the remaining benefits from the asset. This includes the ability to prevent others from
directing the use of and obtaining the benefits from the asset.

" The Company’s policy is that it acts as the prmcxpal in its arrangements with third parties based on the
conclusion that it obtains control of the services provided to its customers when another party is involved in
providing goods or services. Under IFRS 15, the Company is a principal in a transaction if it obtains control of
any one of the following:

. a)a'good or another asset from the other party that it then transfers to the customer.

b) a right to a service to be performed by the other party, which gives the entity the ablhty to dlrect that
party to provide the service to the customer on the entity’s behalf.

c) a good or service from the other party that it then combines with other goods or services in providing
the specified good or service to the customer. For example, if an entity provides a significant service of
- integrating goods or services provided by another party into the specified good or service for which the
customer has contracted, the entity controls the specified good or service before that good or service is
transferred to the customer. This is because the entity first obtains control of the inputs to the specified
good or service (which includes goods or services from other partles) and directs thelr use to create the
~ combined output that is the specified good or service.

The Company is primarily responsible for the fulfillment of the services provided. under our contracts and our
customers are not limited to the fee in the event we are required to indemnify them for non-performance. We
meet the control criteria outlined above and recognize third party costs on a gross basis (through direct costs)
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Hogarth Worldwide Limited

Notes to the financial statemepfs (continued)

2, _Turnover :

Turnover represents amounts derived from the provision of services after deduction of trade dlscounts and
Value Added Tax. The turnover and pre- -tax loss are aftributable to advertising productxon

All turnover arose from the principal activity of the business and mainly originated in the United Kingdom.

There are no material amounts of revenue recognised in the reportlng perlod from performance obllga’uons
_satisfied (or partially satisfied) i in previous perlods :

3. Other operating expenses (net) . _
2018 - 2017

- £000 £000
Staffcosts -~ o ' 65,104 52,733
Establishment costs . . 9,058 . 5,838
Depreciation and amortisation . . o 2,354 3,898
Foreign'eéxchange gains/(losses) . . . 94 (811)
Group recharges and professional fees ) Rt . : (281) (5_,775)
’ 76,329 - - 55,883
4. Finance coéts and income _ o
2018 2017
: 4 £000  £°000
Interest payable and similar charges . )
Intercompany loan with WPP Finance Co. Limited A : ' (881) ‘(934)
(881) (934)
Dividénds and interest receivable and similgr incom'e ’
Dividends received from Group companies® . 2,693 - .
Intercompany loan with Hogarth Worldw1de Inc - 258 360
Other finance income R 27 33
2,978 393
Net income/(cost) , e o 2,097  (541)
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' Hogarth Worldwide Limited

Notes to the financial statements (eontinu‘ed)

5. . Profit before taxation _ o
‘ 2018 2017

- ) ‘ £000 £000
Profit before taxation is stated after charging
Staffcosts - ' : , 65,104 52,694
Depreciation of tangnble ﬁxed assets: C C ' - : :
-owned . : . . 2,343 2,242
Amortisation of lntangxble fixed assets included in admlmstratlve expenses 10 .~ 604,
~ Loss on disposal of fixed assets : ‘ - 676
" Fees payable to the Company’ s audltor for the audlt of the Company’s S .
annual accounts - ) 80 - - 156
Rental Income : A (62) (62)
There were no non-audit services provided in the year (2017: £nil).
Operating leases , ' S ' .
- Land and buildings ) ‘ : _ o 3,393 1,914

- Other , B : o 635 . 544

Rental income is derived from the sublease of certain areas of our bu1ldmgs ona short-term basxs There are no rental
agreements greater than 12 months in place.

During 2018 the Company spent £335 ,963 (2017: £3,895) on non-capitalised research and‘deve[opment.

6. . Staff costs

2018 2017

. £000 £°000

Wages and salaries : . - 43,804 37,623

Social security costs : o : L 4,572 3,946
Pension costs . s ’ 1,404 707 .

Other Staff Costs : : s ; 15,324 10,457
65,104 52,733

The average monthly number of persons employed by the.Company (including directors) during the yenr was: ..

2018 2017

Account handling . ’ ' : ' 1527 160 .

* Admin/finance , : ' 63 . 62
General management : o L 32
Human resources and talent management , ' 14 .13
_ Information technology - ' : _ .4 66

" New business/business development S : . - .3
Production traffic_ ‘ - : . 545 - 503
824 809
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Hogarth Worldwide Limited

Notes to the financial statements (éontinued), .

7.

Directors’ remuneration

Remuneration
The remuneration of the directors was as follows:

Emoluments -

Highest paid director

Emoluments

The above amounts for remuneration include the following in respect of the highest paid director:

2018 2017
£000 - £000 .
1,132 944 .
1,132 944
2018 2017
£000 £2000
702 587 -

The number of directors who are mérhbers of defined benefit pension scheme/money purchase pension scheme
was none (2017: none). The Company made pension contributions of £26,250 (2017: £37 ,625) for two

Directors (2017: two Dn‘ectors)

For the financial year ended in 31 December 2018, Company did not pay any compensations to directors or

_past directors in respect of loss of office.

There were no other transactions with directors other than emoluments and pension contrlbutlons dlsclosed in
this note. The emoluments of Mark Povey, Andrew Payne, Charles Ward Van Der Welle and Andrew Scott .
are borne by other WPP Group entities. The Company did not receive any charges for their services provided .

in either year.
Tax.on Profit

Analysns of tax in year

Current tax
" UK corporation tax
Adjustments in respect of prevnous penods

‘ Total current tax charge
Deferred tax
Current year

Prior year

Total tax chafgé for yeir -

2018 2017 -
£000  £000 -
- 959

398 :
398 959
(385) 134
13 1,093
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Hogérth Worldwide Limited
Notes to the financial statements. (continued)

8. Tax on profit (continued)

Factors affecting taxation in year ' :
‘ : 2018 2017

£000 ~ £000

Profit before tax . ‘ : ' - 3,334 3‘,475,
Tax charge on profit ) : » ' ) .
. UK rate 19% (2017: 19.25%) = . . : . . 633 669
Factors affecting the charge in the year: . A '
Prior year adjustments o : -398 -
Group relief - " . (1,248) -
Expenses not deductible for tax purposes - . 89 122
Depreciation in excess of capital allowances 82 168
Movement in short-term timing differences » 59 134

_ Total amount of tax charge for the year _ ’ 4 ‘ ‘ : 13 1,093

. . o - .
A deferred tax asset of £760,000 (31 December 2017: £375,000) has been recognised in respect of capital
_allowance in excess of depreciation and stock-options costs as it is likely that there will be sufficient taxable -
profits against which the asset will reverse in the foreseeable future. The total impact on the income statement *
was £385,000 which relates with the increase of capital allowance in excess of depreciation and stock-options.

There are no other deductible temporary differences, unused tax. losses or unused tax credits for whlch no
-deferred tax asset is recognised in the balance sheet.

- The UK tax rate for the year ended 31 December 2018 is 19%. In 12 February 2019 the UK Government enacted
legislation (Finance Act 2019) to reduce the main rate of UK corporation tax to 17% with effect from 1 April
2020. The impact of the future rate reductrons has been used to measure deferred tax assets and liabilities where
applicable.

9, Intangible assets — development costs

™~ o - Total
‘ £°000
Cost A _ o ' .
At 1 January 2018 ‘ ‘ . , 1,736
At 31 December 2018 o . : : . » - 1,736
" Accumulated Amortisation ‘ o ' '
‘At 1 January 2018 . ' ‘ . : ’ 1,724
Charge for the year r - ’ 11
At 31 December 2018 ) . 1,735
Net book value ‘ o : ' a
At 31 December 2018 . : . 1
At31 December 2017 _ ' I ' 12

Development costs have been capitalised in accordance with IAS38 Accounting for research and development -
and are therefore not treated, for drvrdend purposes, as a realised loss.
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Hogarth Worldwide Limited

Notes to the financial statements (continued)

10.

11.

Intangible assets — development costs (continued)

The costs related to the development of FIDO, the global digital asset management system. FIDO went llve in
March 2013, with costs subject to amortisation over three years.

Tangible assets

Company

Cost

" At1 January 2018

Adjustments to previous year
Additions
Disposals

At 31 December 2018
Depreciation

At 1 January 2018
Adjustments to previous year
Charge for the year
Disposals

" ‘At 31 December 2018

Net book value
At 31 December 2018

At 43 I:December 2017

Furniture
Computer Computer and Leasehold . _
equipment software fixtures lmprovements Total.
- £°000 £000 £°000 £000 £000
6,413 1,928 1,242 - 3,999' 13,582
27 4) 117 . 82 . 222
2,040 92 254 492 2,878
8,480 2,016 1,613 4,573 16,682
4,595 1,651 1,068 2,859 10,173
- (121 (41) 38 61 (63)
1,464 191 162 526 12,343
5938 1,801 1,268 3,446 12,453
2,542 - 215 345 1,127 4,229
1,818 277 174 - 1,140 3,409

The directors have con51dered the value of fixed assets and are satisfied that the aggregate value of those assets

at 31 December 2018 was not less than the aggregate amount at which they are stated in these accounts.

Investments in subsidiaries

Cost

At 1 January 2018
Additions
Written off .

Net Book Value 31 December 2018 -

‘Net Book Value at 31 December 2017

Subsidiary
undertakings’
£000

1,138
1,138

1,138
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. Notes to the financial sfatéments (contihﬁed)

11

Subsidiary Undertakings

Subsidiary undertaking-
Hogarth Worldwide
(Hong Kong) .

Limited

Hogarth Worldwide de México,

SRL.deC.V.

Hogarth Worldwide pte. Limited

Hogarth Worldwide Japan GK

Limited Liability Company
Hogarth Worldwide

Hogarth Worldwide Istanbul
Reklameilik Limited Sirketi

- Hogarth Worldwide (Pty) Limited

Hogarth Worldwide SRL

Hogarth Worldwide Canada
Production Ltd. / Hogarth Canada

Production Mondial Ltée

Hogarth Worldwide Incorporated

Native Limited

Act Two Ltd

Hogarth Argentina S.A.

- Hogarth Worldwide GmbH

Investments in subsidiaries (continued)

. Country of incorporation_

or principal business -
address

26 Floor, The Center,
99 Queen’s Road Central,
Hong Kong

- Blvd. Manuel Avila

Camacho 176 —4° Floor,
Mexico City”

50 Scotts Road, 02-01,
Singapore (228242)

Yebisu Garden Place Tower,
- 25th Floor, 4-20-3 Ebisu,

The parent Company has shares in the following subsidiary uhdertakings.

Principat
activity
Marketing
Implementation

Marketing’
Implementation

"Marketing
Implementation
Marketing
Implementation

Shibuya-ku, Tokyo, 150-6025,

Japan

4th Lesnoy Pereulok, 4,
Moscow, 125047, Russian
Federation

Marketing
" Implementation

Maslak Mahallesi Bilyilkdere Marketing

Caddesi 237 1101.Sariyer,

‘Istanbul, Turkey -
2929 William Nicol Drive,

Implementation

Marketing

Bryanston Office Park, South Implementation

Africa
4-10 Muntil Tatra Street,

Marketing

District 1, Bucharest, Romania Implementation

2929 William Nicol Drive,
100 King Street Suite 1600,
Toronto, Canada M5X1G5

230 Park Avenue South, 1
1" Floor New York, USA
164 Shaftesbury Avenue,
London WC2H 8HL

" 164 Shaftesbury Avenue,

London WC2H 8HL

Arevalo 1880 C1414CQL, _

Buenos Aires Argentina
Darmstidter Landstr, 112
60598 Frankfurt am Main

‘Germany

Marketing
Implementation

Marketing
Implementation
Dormant

Marketing
Implementation

Marketing
Implementation
Marketing
Implementation

Holding -
1 Share of the HKD1.00
ordinary stock

2,999 shares of the MXP
1.00 ordinary stock

2 shares of the SGD$
1.00 ordinary stock
2 shares of the ¥1.00
ordinary stock

RUB! Participatory
share

TRY1.00 ordinary share

ZAR1.00 ordinary share -

20 shares of RON10.00

ordinary stock .
1,000 shares of $1,000
CDN ordinary stock

1 share ofSl_ in the
commeon stock

760 shares of the £1.00

ordinary stock

107,500 shares of the

GBP £0.01 ordinary -
stock

90,000 shares of the

AES1.00 ordinary stock

100% of the EUR

82,000 ordinary stock

%
100.00

997
ioo'.oo
10000
100.00
90.00
749.

160 -~

© 100

100.00

100.00

100.00

90.00

100.00
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Notes to the financial statements (continued)

11.

12.

13.

Investments in subsidiaries (continued)

" Country of incorporation
. : or principal business Principal
Subsidiary undertaking . address activity
Hogarth (Shanghai) Image and Units 07-08, 10t Floor, The  Marketing
Video Design and Production - Center, 989 Chang Le Road, Implementatlon
Co., Ltd. Shanghai 200031, China

. Hogarth Worldwxde Pubhcldade Avenida Brigadeiro Faria Marketing

Brasil Ltda ) Lima, 201, 26° e 27° - Implementation
. andares, conjuntos 261 e
271, Pinheiros, CEP 05426-

o 100
Hogarth Worldwide SDN. BHD.  Level 15 Wisma Genting Marketing
- - Jalan Sultan Ismail . Implementation

- 50250 Kuala Lumpur

Debtors: amounts falling due within one year

Trade debtors

Amounts owed by Group undertakmgs
Accrued income

Other debtors

~ Prepayments and work in progress

Deferred tax

Amounts falling due within one year

Amounts owed by Group undertakings are repayable on demand and are non-interest bearing.

/

Creditors: amounts falling due within one year

Accrued expenses

" Amounts owed to Group undertakmgs

Deferred income .

". Bank overdraft

Trade creditors

Taxation and social security
Corporation tax

Other creditors

- Holding %
.100% of the USD . © 100.00
300,000 capital :
. 594,990 shares of the 99,00
601,000 ordinary. stock '
499,998 sharés of the ~ 100.00
RM1.00 ordinary stock A

2018 © 2017
£2000 £°000
22,539 . 24,380
13,594 18,470
7,424 8,052
2,107 324
1,721 2,499

© 760 375
48,145 54,100

2018 2017
- £2000 £7000
13,990 10,655
10,145 18,462
9,236 © 394 .
5,560 -
3,001 © 3,459
2,376 3,423
1,357 493

74 3,481
45739 40,367

Amounts owed to _Groub undertakings are repayable on demand and are nqn-iriterest‘bearing.

. Bank overdraft corresponds to a cash pooling arrangement between Natwest Bank and WPP Group. The net

amount bears interest at base plus 1%. The Company was added to the cash pooling arrangement in 2018.
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Notes to the financial statements (contiﬁued)

14,

15.

16.

~ Authorised, called up, allotted and fully paid

Creditors: amounts falling due after more than one year

_ Intercompany loan with WPP Finance Co. Ltd

_Creditors amounts falling due after more than one year

Borrowings are répayable, as follows:

Intercompany loans
One - two years

2018 2017

£2000 © £2000
9,557 18,156
9,557 18,156
2018 2017
£2000 £2000
9,557 18,156 .
9,557

18,156

"The intercompany loan repayable to WPP Finance Co. Ltd. is a credit facility with WPP which is being

renegotiated. For this reason it is not due within one year of year end date. Interest at 5.0% per annum above
the Bank of England Base Rate is charged on'a monthly basis on the outstanding balance. This remains unpaid.

Called up share capital .

13,127 (2016: 13,127) ordinary shares of£0.10 each

Share premium account
Share premium

Financial commitments

Land and buildings

Lease payments under operating leases recognised as an expense in the year

2017

© 2018
£000 £°000
1 1
6,132 6,132
2018 2017
£2000 £000
3393 1,914
3,393 1,914
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Notes to the financial 'stafements (cbntinued)

16.

17.

_Financial commitments (continued)

At the balance sheet date the Company had outstanding commitments for
future minimum lease payments under non-cancellable operating’leases, which
fall due as follows: ,

_ Within one year L ) ’ - 3,554 2,549A

In the second to fifth years inclusive o - 11,635 - 4,013
After five years : , : . Co " -

15,189 - 6,562

. Operating lease payments represent rentals payable by the Company for certain of its office properties. Leases
. are negotiated for an average term of three years and rentals are fixed for an average of two years with an

option'to extend for a further rental term to be agreed at the tlien prevailing market rate. Leases of:land and
bulldmgs are typically subject to rent reviews at specified intervals and provide for the lessee to pay all
insurance; maintenance and repair costs.

Excepfional items

2018 2017

. £°000 £°000
Restructuring costs - , (1,385) - - -

" Act2 payables and receivables write-off . ' ' . 864 -
Gain on asset transfer L : . 50 -
Sale of Cortex and receivable wrlte-off ' , - - (1,779)
Sale of Copycentral : : . - 4713

@71 1,306

" The Act2 amount relates to the write-off of a net payable balance due by Hogarth Worldwide Limited.

Restructuring costs include £853,000 for software developments and £532,000 for-severance to employees.
On 1 April 2018, Hogarth Worldwide Limited entered into an asset transfer agreement with Ogilvy & Mather

- Group (Holdings) Limited for the purchase of assets related to their print and digital production studio. The .

purchase price for these assets was £4,263,499. The total net assets mcorporated amounted to £4,313,000,

- resulting on a gain of £50,000.
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Notes to the financlal statements (contmued)

- 18.

19.

20.

Ultlmate parent and controllmg parent undertakmg

The dlrectors regard WPP Group (UK) Limited, a Company mcorporated in The United Klngdom and
registered at 27 Farm Street, London W1J 5RJ in England and Wales, as the immediate parent company and
WPP plc, a Company incorporated in Jersey, as the ultimate parent company and the ultimate controlling

party.

The parent underraking of the largest Group of undertakings for which Group financial statemeénts are drawn
up and of which Company is a member is WPP plc, incorporated in Jersey registered address 27 Farm Street,

- London W1J 5RJ. The parent undertaking of the smallest such group is Lexington International BV,

registered in the Netherlands address Laan op Zuid 167, 3072 DB Rotterdam, Netherlands.

Copies of the financial statements of WPP plc are available at www.wpp.com. . Copies of the financial
statements of Lexington International BV can be obtained from Laan op Zurd 167, 3072 DB Rotterdam,
Netherlands or 27 Farm Street, London WI1J 5RJ, UK,

_Related 'parties‘ .

Purchasées Amounts

Sales to ~ from® Amounts owed - owed to
related related = from related related
- party party: party party
£°000 £000 , £°000 £'000
Entities with significant control over
the Group
2018 , 51 766 8 " . 9,868
2017 : 32 2,997 ' - " 6,802
Entities over which the Group has
joint control or significant influence
2018 - . ‘58,622 18,089 13,586 9,‘8.34

2017 58,803 18,635 . . 18,470 11,660

Stock;options -

Share-based payments :
The Company charged £248 000 to the profit and loss account in the year ended 31 December 2018 (2017

© £245,000) in relation to equity-settled share based payments

Stock option plans .

There are two stock option plans in which certain employees participate. The Worldwide Share Ownershlp
Programme was open to employees with at least two years’ employment in a company owned by WPP plc.

' The vestmg period for each grant is three years and there are no performance conditions ‘other than contiriued

employment with a WPP company.

The WPP Share Option Plan 2015 replaced the “all-employee” WorldW|de Share Ownershrp Plan. Two kmds
of options over ordinary-shares can be granted, both with a market-value exercise price. Firstly, options can be
granted to employees who have worked at a company owned by WPP plc for at least two years which are not
subject to performance conditions. Secondly, options may be granted on a dlscretlonary basis subject to the
satisfaction of performance conditions. .
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20.

. Stock—optlons (continued)

Stock options have a life of ten years, mcludmg the vesting period. The terms of stock OpthI'IS with
performance conditions are such that, if after nine years and eight months, the performance conditions have
not been met, then the stock option will vest automatlcally Stock options are satisfied out of newly lssued
shares in WPP plc.

The number of options granted in 2018 and 2017 was not material. .

Restricted stock schemes

Certain employees participate in restricted stock schemes, which are in most cases satisfied by the delivery of '

.~ stock from one of the WPP plc ESOP Trusts. The most significant schemes are:
 Performance Share Awards (PSA) A

Grants of restricted stock under PSA are dependent upon annual performance targets, typically based on one or
more of: operating profit, proﬁt before taxation and operating margin. Grants are made in the year following
the year of performance measurement and will vest two years after grant provided the individual concerned is

continually employed by a WPP company throughout this time.

Leaders, Pariners and High Potentzal Group

This scheme provides annual grants of restricted stock to key executlves Vesting is conditional on continued
employment overa three-year vesting period.

Grant detalls .

. For restricted stock awards the number of shares granted for the most sxgnlﬁcant schemes and the welghted

average fair value of these grants was as follows: -

2018 2017
PSA | .

' Number of shares granted _ ‘ , - 19,752
Weighted average fair value at grant date ' B _ £12.47 £17.21
Leadero, Partners and l—Iigh Potential Group -

 Number of shares granted - -

~ Weighted average fair value at grant‘date ' . : - £8.14 £13.09
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