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CHAIRMAN’S REVIEW

This has been the worst year since we floated as a public company 15 years ago, or indeed the worst since we ¢reated M&C Saatchi in 1995,

The discovery of the 2018 accounting errors threatened the Company’s reputation and its standing in the industry. Our aim had always been to be as
financially conservative, but as creatively adventurous, as possible.

To all investors, the three founders and Executive Directors, Bill Muirhead, David Kershaw and | profoundly apologise. We feel your pain, having suffered
enormously along with ali shareholders.

Following the discovery, by our newly appointed Finance Director, Mickey Kalifa, in August 2019, we resolved to carry out the following actions:

Commission PricewaterhouseCoopers LLP to conduct a forensic independent inquiry.
Appoint new Company auditors.

Strengthen the finance department.

Achieve the highest levels of governance with a newly formed Board.

Plan for our succession.

* & & * o0

All five actions are either completed or well in hand.

We are grateful that four new independent Non-Executive Directors of the calibre of Gareth Davis, Colin Jones, Lisa Gordan and Louise Jacksan have
shown faith in the Company and can see its future beyond the immediate chaltenges. Their experience as directors of substantial public companies is
already serving the Company well.

After 2b years at the helm, this year’s annual general meeting is the ast which | will chair. Subject to shareholder approval, the current Non-Executive
Director Deputy Chairman, Gareth Davis, will replace me as Chairman. Lisa Gordon wilt continue as the Senior Independent Non-Executive Director, Colin
Jones will continue to ¢chair the Audit Committee. Louise Jackson will continue to chair the Remuneration Committee. | intend to serve until the
forthcoming annual general meeting to ensure a smooth handover.

Like every company on the planet the Group is affected by the Covid-19 pandemic. It has made the future harder to see, hence our decision to halt
dividend payments and withdraw previous forecasts put out by our brokers.

However, as we announced at the end of July 2020, we are encouraged that our net revenue performance was particularly resilient in the second guarter
of 2020, driven by continued growth in the M&C Saatchi World Services division and robust new business performance across many sectors and
geographies. Although net revenue declined overall in the first half of 2020 compared to the first half of 2019, swift and decisive actions taken to reduce
costs resulted in a relatively stable first half year performance, certainly stronger than was anticipated at the start of the Covid-19 pandemic.

The Board is determined to do everything to ensure that the Company emerges from these challenges, hungrier, leaner and stronger.

In these uncertain times, we are certain that those companies with less debt will be happier and stronger than those which have gone down the debt
fuelled expansion route. At the end of the first half of 2020, cur total cash was £61.1m, less debt of £38.7m, leaving the Group with net cash of £22.4m.

M&C Saatchi Pl 1
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CHIEF EXECUTIVE’S REVIEW

Summary of results

2019 was the unhappiest year in the Company’s 25 year history. It would be a glaring oversight not to mention the accounting misstatements at the
outset. These sent a tremendous shockwave throughout the market and the Group itself, impacting the Group’s vaiuation and reputation amongst
the investor community. We have left no stone unturned in ensuring that the Group is back on a firm financial footing and never finds itself in this
position again. PricewaterhouseGoopers LLP was appointed to conduct a full-scope forensic investigation and has subseguently spent eleven
manths on the 2019 audit. We have significantly strengthened our governance practices and expertise with the appointment of four new
independent Non-Executive Directors who, within the first few months of their arrival, have ably demonstrated the value of having an effective,
challenging and independent Board. | would also like to take this opportunity to acknowledge the enormous contribution made by Mickey Kalifa, our
new Finance Director, who has managed a superhuman workioad over the last 12 months with diligence and professionalism.

The 2018 financial statements have been adjusted to reflect the accounting errars. 2019 highlights (compared to 2018 restated as detailed in the
Finance Director’s Report on page 9) include:

Net revenue grew by 2% to £256m.

Headline profit before tax reduced by 22% to £18m and headline earnings reduced by 28%.
Loss before tax reduced by 9% to £(12)m.

Net cash increased by £19m.

In spite of the shock revelation of the accounting misstatements first brought to light in August 2019, there were some good operational performances
around the Group, both on a geographical and discipling basis.

M&C Saatchi World Services and M&C Saatchi Performance continued their successful record in terms of both net revenue and margin. M&C
Saatchi Sport & Entertainment and M&C Saatchi Talent alse made significant contributions.

Following the half year 2020 results, we intend to report not only by geographies, but also by disciplines.

The regions performed as follows (all comparisons are with restated 2018 numbers).

The UK

Net revenue in the UK increased by 12%, with M&C Saatchi World Services showing the largest growth, and M&C Saatchi Performance and M&C
Saatchi Sport & Entertainment each also making a significant contribution to revenue. The UK’s headline operating profit in 2019 ingreased by 54%.
M&C Saatchi World Services, our specialist public sector and social impagt division, continues to show strong financial and market sector growth.
It uses the best of Saatchi talent and technologies to tackle complex social and behavioural issues. In 2019 significant new projects were won from
a broad range of existing and new clients, including the World Health Qrganization, the United Nations, the Foreign & Commonwealth Office, the
United States Agency for International Development and the Qatar Investment Authority.

Elsewhere in the UK new business wins included OPPO, Dreams and JD Sports.

The UK headline operating prafit margin increased to 14% (2018: 10%).
M&G Saatchi Plc 3
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CHIEF EXECUTIVE’S REVIEW

Americas

Net revenue was down 5%. Headline operating profit in the region was down 41% with the headline operating profit margin decreasing to 7% (2018:
12%), due principally to losses in our agency in Los Angeles, which has since been closed in 2020.

Elsewhere in the Americas region, M&C Saatchi Performance continues to perform well, as does M&C Saatchi Sports & Entertainment.

SS+K, our New York agency, grew during 2019, while increasing profitability and margins. Key clients ingluded Commonwealth Bank, WhatsApp,
Microsoft, Wells Fargo and Mount Sinai Hospital.

M&C Saatchi Plc 5
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CHIEF EXECUTIVE’S REVIEW

Revenue by discipline
The Group continues to report its results segmentally by geography. The results can also be analysed by discipline —1.e. product/service type. We will adopt

a dual (geographic and discipline) approach to analysing the business in the future. The largest and most strategically important disciplines are detailed
below, together with charts showing revenue by discipline:

Advertising

Media

Global and Social Issues

Sports and Entertainment, Culture, Activation
Talent and Influencer

The charts below identify revenue in each of the financial years 2018 and 2019 by these disciplines.
Revenue 2019 Revenue 2018

Talent and Talent and

Influencer, 1% Infiuencer
3

Sport,
Entertainment,
Culture,
Activation
5%

%

Sport,
Entertainment,
Culture,
Activation, 9%

Total revenue decreased by 8.7% in 2019, the decrease ocourring within the Advertising discipline. Other disciplines have, however, grown in 2019 and we
expect this growth in the non-Advertising disciplines to continue in the future.

M&C Saatchi Plc 7



o|d [yo1ees ORI 8

*19)dBy2 1X8U |NJSS3IINS B JO JUSPYLOD AloA
aJe am “ABJaua [elinsusIdadlu pue ANIAIRE.O JO DS IYDIRES N9 SJ0D BU) 0) PASSAUBY S|0JIUD PUB 3UmInJ)s ABB1BUIS USa) B UIM PJemuc) Bunoo

‘sluswague.Je guigueuy
fded-paiyy Jno Japun IUBUBAOD [BlOUBUY SUNSIXe 8Y UIYIM $S8UISNG AUl sFeurw 01 3|q. a4 (1M am Biedlpul slwapued §|-pIA0D sy1 ugnoJyl Jej os
80URWI0)IAd PUB S|9POLU 8SBI 8SB( JINO ‘8JOLLIBYLINS |[ej1I0ys A1pInbi| & 308} [|IM 9M 8.5UMm OLIBUDS Aue 31edionue 10U Op am SueswW $as$a0.d
pue SwalsAs Juswageuew yseo s,dnoJo sy JC UONBULIOISUR.] 149034 3y Sun.is Ajlejualuepuny ulewa. uoiysod yseo 1au “JejnolJed uj ‘pue 18ays

aoue|eq 8yl ‘§107 UBYL 0F0F Ul Jomo} 8q [Iim xe3 840yaq 0. d sulpesy YSnouyy 5107 Ul Sem 1 uky) Jamol A|[enuelsqns s 0g0g Ul 8Seq 109 J4nQ

‘ugaq sey
9SIMJ3Y10 PINOM M UBL] 510849 S YIIm 9d0D 01 UOIISOd JABUOUIS JB) B Uj 8J9M aM “¥ONAS Jiwapued |-pIr0e 8U) USUMm Jey) JUesL aAeY OZ0Z Ol
PanuILO2 8ABY YSIYM 5107 Sulnp suoiiesado s,dno.s ayl 84n1on.ised pPue 9sIUBEI08. 0} USYRIIBPUN S1I0YS 8U] "OlwapuRd §-PIAOD BY] JO S108Y8

8y} ajediiw 0} Apainb Kisa pajoe aaey apn “dnouJL) 8J1IUS 8yl paloaye sey diwapued g1-piA0g 8y} ‘Jarsmoy pood ag o1 pasiwe.d ggog ul Sulped]

"$JapjoyaJeys s.Auedwon ayl 03 anjea ay) 199104d 01 paJngLu0sad aq
18NW 11 1.yl Ing ‘dnour) ay1 Jo $$999NS 34NN} BY] 01 ASY SUIBWA [9PCW [BLINBUAJIdaJIUS SIU) 9ABI|S0 aAY "SJopuno) Bulumo-AlIOUIW Ylim Sassauisng
BuiysigeIsa Jo ajdiourad Jujluim 8U} 8SIAB] PUB MAIAG. 0] ¥S8S ‘88)1IWILLOY UCIIBIBUNWAY PaINiIsSuod Amau ay) JO 2ouUBpINg 8y ylm ‘||Im paeog au]

*SUOI1INPaJ 1509 0SB ING ‘S|0JIU0D JUISISUCT 9J0W Ul

1N$aJ4 AjUO 10U (1M S14 . pasIeJiua) ag 18aq ues yolym suonoun; Joddns asoyl pue sauedwos gunelado syl Ag suop 8q pINoYs 1eym uo APJe|a yjim
84N10NJ18 PaIYduWIS-LonU B PasU 8m 1Byl pepioep Apead|e sABY M ‘Padniondis ag pinoys dnodo ayl moy JO MaIAad §,pJecy syl S1JBW BJ0JaJay)
pue oiweukp Suialp 8y aweoaq sey saudiosip Jayio Jo YmoJd pue Buipunoy ay) ‘JsasmoH "siseq [eojydelgoag e uo pafeusw ‘S| ||11S PUB ‘SEM

pue papuedxs fjjeuBlio dnody ay] -aJmonas Sunedado $,Anodg) oyl JO MaIAGJ [BIUSWERPUNY Kjenba ue 8)e)oIp K||eJn)eu SUCISN|ouOD 0I8aleJ)S asay |

“1SOAID PINOYS SM UOIUM WO Seale
83041 puB JB1U3 PNOYS aM SBAJR SSBUISNG MEU UOIUM ‘Ul 1SBAUI PINOYS 9Mm $3SSAUISNG YDIym SpIaap 01 8|ge 8g Uayl ||Im Sp “adeluBape saladiuog
Aolua 03 paoe|d 1594 aJe am sJaym pue SUIPE3Y Si PUBWISP JUBIID SADIISQ 9M 3J3YM UC JUSpUBdap 34 [|IM SIYL “sauldiosip pue sajydelgoad

4109 O SLUIS] Ul SN00J 1584 ue dnoJg) 2yl a4aum 0] SE SuoljepuawWooad Suew pue guisAieue u| ‘Kpuoass (A8ajeais pUBIG PUB $S3UISNG ‘UCISIA
8)eJ0d109 Jno Fuluapa. Ul ‘A1SJ1) :$BaJE BUIMO||0) BY) Ul UBYELIBPUN UB3Q SBY YJOM BAISUA]XE Apradle pue AemJapun ||am s 19aload siy] “dnoJg
8y} Jo A3218418 Dunyny A3 U0 SLOBPUDLLWIDIA] )BLW PUR MIIADI 0} pJeog mau au) AQ 0202 [IMdy Ul paucIssIWLLoo sem 1oafodd [eudaju) Jofew vy

'3dMmonJis aourulaA0d s ALedWOS 8yl 9ouURyUS 0] SdB1S UaYe] pue AFalR.s S.dN0JY 8yl JO MIIASB.
BAISUBYaJdWOoa © UaYeJapuUn OS|e SBY pJeog ay] "suoiiesado guiwJoiad AlJood pue Bupew-sso) Suldniandlsad pue guisoD Ul uoioe ‘Aiessaosu
184 |njured a)e1 pue $1809 aoNpaJ A|IBNUBISANS 01 1JO4S PALIBoU0D B PUB SJC1D3I0 SAINIEXT-UCN JO 88UBYD 2[BSI|0UM B U3aQ SBY aJsy|

"UOROA.P 0139]B.1S PUB 80UBUIBA0S 918100100 S1| SUIpNjoul 'SuoIBIado puB SSBUISNY S JO $108dSe AW aun)-aul) pue
YUIY1Bd “B1eNieAs-aJ 03 AuedLOS 9yl paaJoy }| "SJ0143 FUNUNOSIE [B91I01SIY By} 4O nsad @ Se dno.t) ay) Jog Jeak 1nouyip Ausa e aq o] panoud 610z
»00[3nQ

M3IA3Y SIALLNIAXT 33IHD



FINANCE DIRECTOR’S REVIEW

Financial key performance indicators

The Group manages its operational performance through a number of financial key performance indicators. These are stated below with the
comparative key performance indicators for 2018 adjusted to reflect the prior period accounting errors which were identified in 2019,

« Net revenue, up 2.4%;

» Headline operating margins, down from 8.6% to 8.0%;

» Headline profit before tax was down from £23.5m to £18.3m;

o Statutory loss per share reduced by 2.4p and still remains negative;
* Headline earnings per share decreased by 32.9%; and

* |ncrease in net cash, up £19.0m year on year.

Summary of results
Statutory Headline:
£m 2019 2018 Movement 2019 2018 Movement
Billings: b61.4 603.7 -1.0% 561.4 B03.7 -7.0%
Revenue: 381.0 4174 -8.7% 381.0 474 -B.7%
Net revenues 256.4 250.3 2.4% 256.4 250.3 2.4%
Operating (loss)/profit -11.0 -3.3 227.9% 20.6 21.5 -4.3%
(Loss)/profit before taxation -8.6 -5.4 59.1% 18.3 23.5 -22.1%
(Loss)/profit for the year -11.8 -13.0 -8.8% 13.0 15.2 -14.3%
Earnings -11.8 -13.1 -9.9% 8.1 1.3 -28.3%
(Loss)/earnings per share (13.1p (15.5)p -15.5% 8.9p 13.3p -32.9%
Taxrate -38.0% -140.8% +102.8pts 29.0% 35.4% -6.4pts

! Restated see note 2 of the financial statements.

2 The items that are excfuded from headline results are the amortisation and impairment of intangible assets (including goodwill and acquired intangibles, but excluding software) acquired in business
combinations; changes to deferred and contingent consideration and other acquisition related charges taken to the income statement; impairment of investment in associates; profit and loss on disposal of
associates; revaluation of acquired investments and their related costs; and the income statement impact of put option accounting and share-based payment charges.,

3 Billings comprise the total of all grass amcunis billed, or billabie to clients in respect of commission-based, fee-based and any other income, whether acting as agent or principal.

4 Revenue, comprises the total of all gross amounts hilled, or billable to clients in respect of commission-based, fee-based and any other income where we act 45 principal and our share of income where we act

as an agent.

% Net revenue is equal te revenug less project cost / direct cost.

Headline results

The Group's “headline” measures are used by the Board to assess the underlying profitability of the Group. This is done by excluding all accounting
charges related to acquired equity, put options and passive investments. These headline figures are alternative performance measures that the
Board considers provide an appropriate basis to assess the results of each region and provide the basis on which the business is managed and
monitored on a day-to-day basis.

M&C Saatchi Pl 9
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FINANCE DIRECTOR’S REVIEW

These are categorised in the table below:

Pre-2018 During 2018 Total

£000 £000 £000

Trading (1,799) (3,859) (5,658)
Non-trading (463) (1,179) {1,642)
Nen-gurrent assets impairment (2,441) (2,307) {4,748)
Financial reporting {5085) (1,483} (1,988)
Headline PBT impact (5,208) (8,828) {14,036)
Financial reporting (2,790) - {2,790}
Put opticns 6,536 (15,084) (8,548)
Goodwill (3,696) 926 (2,770)
Statutory PBT impact (5,158) (22,986} (28,144)
Tax 475 (852} (477)
PAT impact (4,683) {23,938} (28,621)

The nature and description of these adjustments is described in note 2 of the financial statements.

Effects of accounting standard changes

From 1 January 2020, the Group adopted the latest accounting standard for leases, [FRS 16, which in essence aims to recognise the assets and
liabilities of virtually all leases on the balance sheet. The impact upon the financial statements of this new accounting standard is presented in
notes 4 and 19 of the financial statements. Overall, this change in accounting policy has resulted in an increase in earnings of £0.6m. At the same
time, it has a significant effect on the balance sheet, increasing non-current assets by £35.4m, net current assets by £2.8m and non-current

liabilities by £43.6m.

Net revenue and operating profit margin

Group net revenue increased by 2.4%. Constant currency net revenue growth was 2.3%.
Group statutory operating loss increased from £(3.3)m to £(11.0)m, largely as a result of £6.2m of exceptional items in 2019 (2018: Nil).

Based on the Group statutory operating profit, the margin has decreased to (4.3)% (2018: (1.7)%). Group headline operating profit margin

decreased to 8.0% (2018: 8.6%).

M&C Saatchi Plc
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FINANCE DIRECTOR’S REVIEW

Exceptional costs, including restructuring
The Group incurred substantial exceptional costs in 2019 of £6.2m before tax (2018: £nil). These comprised costs associated with restructuring the
Group, including staff redundancy costs, and professional fees relating to the accounting misstatements identified in 2019,

Redundancies took place globally, predeminantly involving companies in the UK, Brazil, Malaysia and Los Angeles. Total restructuring costs were
£4.2m. The restructuring of operations continued throughout 2020.

Exceptional professional fees of £2.0m comprise the costs of the independent forensic accounting review of the Group carried out by
PricewaterhouseCoopers LLP’s forensic group following the discovery of the accounting errors identified in 2019 and the legal advice taken by the
Board on the disclosures required and legal consequences of the accounting errors and other costs associated with the accounting errors.

Associates
The Group made an after-tax profit from associates of £0.2m (2018: £2.8m). The material reduction in income from associates arose from the
disposal of the investment in Walker Media which was sold in January 2019. it made no contributicn to the 2019 profits (2018: £2.4m).

The post-tax profit on the disposal of Walker Media was £13.3m and the net proceeds after costs were £23.3m. The difference represents the
book cost of Walker Media, net of dividends received in the year.

Financial income and expense

Bank interast payable for the year was £1.3m {2018: £1.2m). Overall borrowings increased slightly in 2019 compared to the prior year. A reduction
in borrowings in the first half of the year due to the proceeds from the sale of Walker Media was offset by increased borrowings in the second half
of the year, as cash was returned to shareholders through dividends.

Interest on leases increased ta £1.8m (2018: Nil) with the implementation of IFRS 16.

Fair value of put option liabilities created a charge of £2.8m (2018: £3.1m). The charge arose from an increase in future profitability estimates of
our business unit, SS+K, offset by a reduction in the Company’s share price. Further details can be found in note 27 of the financial statements.

M&C Saatchi Plc 13
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FINANGE DIRECTOR'S REVIEW

Dividend

During 2019, the Company paid £9.8m in dividends to its sharehoiders (2018: £8.4m). The Board is not proposing to pay a final dividend for the year
ended 2019 (2018: 8.51p per share), leaving the total dividend for the year ended 2019 at 2.45p per share (2018: 10.96p).

Cash flow and banking arrangements

The table below outlines the movement in Gash during the year.
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Total cash as at 31 December 2019 was £52.7m (2018: £38.3m). Cash net of bank borrowings as at 31 December 2019 was a net surplus of £16.6m
compared to net deficit of £(2.5m) in 2018.
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FINANGE DIRECTOR’S REVIEW

Summary Balance sheet

movements Accounting 2018 1Jan 18 IFRS16 Other

£m 2018 errors Restated Adjustment Bank loan movements 2019
Non-current assets 95.4 6.2 89.2 354 - -2.6 122.0
Current assets 2156.1 0.4 215.56 1.5 - -28.9 188.1
Current liabilities -173.1 -16.4 -188.5 13 -35.6 13.2 -210.6
Net current assets 42.0 -16.0 28.0 28 -35.6 -15.7 -225
Non-current liabilities -48.5 2.2 -18.3 -43.6 35.6 44 -409
Net assets 88.9 -20.0 68.9 5.4 - -13.9 49.8

The accounting errors identified in the income statement total profit after tax £28.6m, but this reduces to £20.0m in the balance sheet with the
difference a consequence of a change in the method of calculating put option adjustments (IFRS 2).

Adoption of the new leasing standard, IFRS 16, changes the look of the balance sheet by increasing both non-current assets and liabilities.

As at 31 December 2019, the RCF had a maturity date of 30 April 2020, requiring it to be classified as short term. The RCF has since bean extended
to 30 June 2021.

The net asset reduction in other movements reflect the following outflows: the distribution of £(9.8)m to shareholders by way of a dividend,
£(8.9)m of cash used to settle put option obligations, our loss net of £(11.8)m, and £(0.4)m of other items offset by £10.3m of share option
gharges, and our issue of £6.7m of equity to fulfil put option liability.

Capital expenditure

Total capital expenditure in 2019 (including software agquired) increased to £5.8m (2018: £5.6m). Capex includes £1.5m on computer equipment
and £1.7m on scftware and film rights. The remaining £2.6m was incurred on leaseheld improvements and furniture and fittings, most of which was
incurred in the refurbishment of the Group’s London headguarters.

M&C Saatchi Pl 17
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FINANGCE DIRECTOR’S REVIEW

Global accounting function, controls and systems

The historical accounting issues identified in 2019 brought to light fundamental organisational and control weaknesses within the Group’s finance and
accounting functions. The Group has historically operated a decentralised accounting function. It has become apparent, however, that the increased size
and complexity of the Group now necessitates the Group’s accounting systems to be standardised and enhanced. Consequently, all Group companies are
moving to a single financial accounting and project management platform, NetSuite, which is to be integrated with a new consolidation, business forecasting
and budgeting platform, Adaptive Insights. We will also be deploying a global cash management and cash forecasting platform, Kyriba, providing real-time
data and access to all bank accounts across the Group. We expect all three systems to be live across the largest entities in the Group by the end of the first
quarter in 2021,

There have been a number of changes in key personnel in the Group’s finance function during 2019 and continuing into 2020. We have appointed a Group
Commercial Director, new Group Financial Gontroller, Group Treasurer and new UK Group Finance Director, to create a more integrated and orthodox
Group finance organisation structure. During 2020, the Finance Director has introduced and is continuing to introduce a standard set of accounting policies
to be applied Group-wide, formalising accounting treatments to be followed by all Group companies. The list of accounting policies will be reviewed annually,
at a minimum, and expanded as required.

As we implement the new systems, policies and personnel across the finance organisation, we are at the same time introducing changes to the financial
controls which will be mandated and enforced across the Group. All senior management within the Group are aware of the changes and of their
responsibility to operate within the framework of the new systems and processes.

Conclusion

The combination of the arrival of the new Finange Director and the magnitude of the accounting misstatements uncovered last year has been a catalyst for
wide-ranging changes and improvements in the Group’s financial management. It has been a very challenging year for the Group, evidenced by the duration
of the audit and the auditor’s opinion in the auditor’s report. Fundamental structural changes are required. The arrival (and departure) of senior finance
personnel, the overhaul in the Group's financial and accounting software platforms, the renewed focus on cash and cash management, the strict adoption of
clear finance and accounting policies, the appointment of four new independent Non-Executive Directors and the appointment of PricewaterhouseCoopers
LLP as the Company’s auditors will ensure the Company can move on from its historical accounting failures and can be confident that it has implemented
and will continue to implement strong financial controls and financial management.

M&G Saatchi Plc 19
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RISK REVIEW

Staff
Our staff are critical to our future, which can be
categorised as below:

Loss of s - Staff remain our greatest asset and
losing them is one of our principal risks.

Brance hotweon statf and shareholdors - The risk

exists that our business model, of shared ownership and

share option plans has not, in some cases, balanced the
reward to local employee shareholders with the benefit
to the Group, resulting in a significant dilution of the
Group’s equity at the expense of the Company’s
shareholders.

¢ and woiare - Highly skilled employees are
<_S_ 8 o% success _: uc__asm and maintaining client
relationships and winning new work. Without the
continuous development of our staff they will become
demotivated, and our clients’ service offering will not
develop with clients’ needs.

Systerm access and seourity

As our product range expands and becomes more data
and technalogy dependent, so too does the risk of
cyber-attacks.

M&C Saatchi Ple

Our business model of shared ownership and share option plans, shared
objectives and shared ambitions, empowers, motivates and rewards managers
of each of our subsidiary businesses, gives them autonomy to develop the
Group’s offering, and in turn drives them to nurture local staff working and thus
create business continuity, and reduce the risk of losing future stars.

As set out in the Directors’ Remuneration Report and Governance Repeort, a full
review of such plans and the model going forward is taking place.

Best practices from each office are shared, via our intranet, bi-annual
worldwide meetings and on an ad hoc basis through local and global working
groups. Local businesses focus on their staff development to create the leaders
of tomorrow.

The Covid-19 pandemic has enhanced inter-office sharing, as the need to social-
distance our staff has broken the natural barriers between our offices, and in
some cases staff and management. At the same time, it has refocused our
efforts and increased the availability to our staff of programmes focused on
their mental wellbeing, and work-life balance.

The Group continues to monitor, update and globalise computer systems, uses
training programmes to improve data protection and seeks tc employ staff with
relevant expertise. So that our security is regularly audited, critical areas of our
technology infrastructure come under the 1ISO27001 regime, and we strive to
increase its coverage. Cyber risk is regularly discussed at Board meetings and
we learn from the cyber events of others.

Increased

The decline in cur share price, caused by
our accounting errors and
misstatements, as well as the post-year
end effects of the Covid-19 pandemic has
exacerbated the dilutive effect of some
of our option plans. In many cases, the
reduction in share price has alsc reduced
the motivational value of such incentives.

Following the fall in the Company’s share
price, there is an increased dilutive
impact on the Company’s shareholders.
This risk will be managed in the future by
the Company not putting in place any new
plans without the approval of the Board
and by renegotiating existing plans.

Social isclation caused by the Covid-19
pandemic, and lack of peer monitoring
may affect the mental wellbeing of our
staff. However, we have mitigated this
risk by offering additional training and

hosting virtual socials.

No change

Remote working required as a resuit of
the Covid-19 pandemic has changed the
nature of the risk, but not the mitigation
nor increased the risk.
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RISK REVIEW

The Group also faces a number of other risks, including:

Risk

Global footprint

Risks arising from operating in certain geographic
regions which potentially endanger our staff or restrict
our ability to trade.

Association risk

The risk that suppliers, clients, or staff transgress our
corporate and brand values, with resulting damage to
our reputation and credibility. This can potentially
impact our ability to win new client business, result in
the departure of existing clients, hamper our ability to
retain or hire talent or result in fines,

Regulation and legal

Regulatory and legal rule changes can affect our trading,
ownership structures or interpretation of our financial
data. This risk is illustrated by the changes to accounting
standards (as set out in note 2 of the financial
statements) and future impact of Brexit. We are
exposed to muitiple regulators in various countries,
covering such things as trading in our shares, health and
safety of our staff, data protection, advertising
standards, accountancy and tax authorities.

Economis
Our clients’ spend varies with local economic situation.

M&G Saatchi Plc

Mitigation

We monitor our global footprint, insurances and travel plans, have invested in
technology to allow us to work remotely from these regions, and continue to
review and update our busingss contingency plans. Such investments in
technology have been used to maintain our cohesion and client delivery despite
the difficulties imposed by the sogcial-distancing rules imposed as a result of the
Covid-19 pandemic.

We have policies and training programmes for staff to vet and monitor clients
and suppliers at alt levels and take any relevant action. We have advisors who
help us, and in some cases insurance to allow us to access experts if a situation
arises.

We continugusly monitor and plan for proposed and actual regulatery and
iegislative changes and interpretations. Where we can, we actively and positively
engage with regulators.

We operate in a range of geographies, helping us to naturally ‘hedge’ against
country specific risks and economic downturns, however, we remain exposed to
a global recession. Our larger clients and the range of services we supply
reduces such exposure, and in some offerings creates a counter cyclical effect.

Change In Risk

No change pre Govid-19: This risk
varied with each of the projects carried
out.

No change pest Covid-19: This risk
has reduced our travel and therefore this
risk has decreased, although in some
cases, it remains a local risk.

No change: The accounting errors have
damaged us, and increased scrutiny on
us, but there is no change to the risk.

Increased: The undecided nature of the
Brexit negotiations has affected some of
our offices’ ahility to pitch for clients. The
accounting errors and misstatements
have increased regulators’ scrutiny in the
UK.

Increased: The Covid-18 pandemic
created an economic shock that is
causing a global recession leading to a
reduction in client spend.
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STRATEGIC REPORT

Section 172 of the UK Companies Act 2006

The governance report (including Section 172 of the UK Companies Act 2006 and compliange with the UK Corporate Governance Code 2018) explaing our
governance arrangaments and how we engage with stakeholders and considered them during the year, further information can be found on page 29 and
also can also be found at www.mcsaatchiplc.com/governance.

Strategic Report
The Chief Executive’s Review (page 3), Finance Director’s Review (page 9}, Risk Review (page 20} and Busines Model {page 55) together form the
Strategic Report.

Strategic Report approval
By order of the Board

David Kershaw
Chief Executive
T December 2020
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GOVERNANCE REVIEW

The Company is a diversified group of specialist marketing companies with 141 subsidiaries in 29 international markets. It is a creative business
with a purpose, that develops ideas and creates sclutions that change fortunes of its clients. The culture is highly entrepreneurial and
decentralised, with local ownership being highly valued. The Company’s principles are “Simpligity of Thought, Diversity of Thought and Ownership”
set against its values of “Respect, Respansi

Given the difficulties of 2019, and the subsequent Covid-19 pandemic in 2020, the Board has commissioned several work groups to review the
Company’s purpose and values led by our senior management and entrepreneurs to more closely define and refresh our purpose, values and
strategy. There have been regular presentations and updates to the Board and we will present this work at a capital markets day in January 2021.
This will serve to:

» Connect purpose and strategy to culture.
+ Align values and incentives.
« Assess, measure and report on the Company’s culture and how it benefits all stakeholders.

The general direction of travel will result in a much simplified Group structure and enhanced governance, where there will still be the
entrepreneurial approach to commercial creativity for our clients around the world, but this will be setin a framework of stronger and more
prescriptive central control in terms of finance, legal, HR and IT functions. The alignment of values is expected and designed to result in greater
Cross-business collaboration and revenue synergy.

2) Division of Responsibilities, 3) Board Compositien, Succession and Evaluation and 4) Nomination Gommittee

The Code reguires the Board and its committees to have an appropriate balance of skills, experience, independence and knowledge of the
company, to enable them to discharge thefr duties and responsibilities effectively and in line with the corporate strategy.

The Executive Chairman of the Company is Jeremy Sinclair, who has been Chairman since the Company listed on the AIM Market of the London
Stock Exchange plc in 2004. To strengthen governance, Gareth Davis joined the Board on 3 February 2020 as the Non-Executive Deputy Chairman,
with the responsibility of conducting a governance review, It is the intention of the Board that Gareth will be appointed as Non-Executive Chairman,
replacing Jeremy, following the close of the Company's annual general meeting to be held in 2020, and the Board considers that Gareth will be
independent upon his appointment.

Provision 11 of the Code states that at least half of the Board excluding the chairman, should be non-executive directors who the Board considers
to be independent. During the year, up to 10 December 2019, when one Executive Director and three Non-Executive Directors resigned, the Board
consisted of the Chairman, four Executive Directors and three Non-Executive Directors who the Board considered to be independent. Until their
resignations, the diversity of skills and experience which the Directors brought to the Board was felt to be more valuable at that stage of the
business’s development than having Non-Executive Directors who the Board considered to be independent comprising at least half of the Board.
However, in rebuilding the Board following the resignations, the Company has fulfilled the provisions of the Code with the Board now comprising
three Executive Directors and four Non-Executive Directors who the Board considers independent. When the Executive Chairman, Jeremy Sinclair,
leaves the Board, the Non-Executive Directors will be in the majority on the Board. It is the intention of the Board to appoint an additional Non-
Executive Director, who will aiso be considered independent with a skill set that the Board believes will enhance the compaosition of the Board and
the need of the reviews it is presently conducting,

M&C Saatchi Plc 27
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GOVERNANGE REVIEW

6) Remuneration

On 26 March 2019, Lorna Tilbian was appointed Chair of the Remuneration Committee, a role she held until her resignation on 10 December 2019,
In May 2020, Louise Jackson was appointed Chair of the Remuneration Committee - see her biography on pags 39. The newly constituted
Remuneration Committee is made up entirely of Non-Executives Directors with executives invited to attend as appropriate.

The Remuneration Committee has recently engaged the services of a leading independent extarnal remuneration advisor to assistin a
comprehensive review of current remuneration practices and to ensure that remuneration, strategy and culture are fully aligned.

The Directors’ Remuneration Report which describes the work of the Remuneration Committee and describes the Company’s remuneration policy
is on page b0.

Engagement with shareholders

The Directors value the views of the Company’s shareholders and recognise their interests in the Group’s strategy and performance, Board
membership and quality of management. They hold regular meetings with and give presentations to the Company’s institutional shareholders,
discussing the Group’s results and cbjectives. These meetings are attended by the Chief Executive and the Finance Director. Feedback from these
meetings is shared with the wider Board and the executive committee and taken account of in those committee's decision making. It is also the
intention that when appointed, the new Non-Executive Chairman will make himself available to major shareholders to discuss issues of governance
and strategy.

The Company has recently retained an investor relations advisory practice to facilitate clear and productive exchanges with its shareholders.

The Company’s annual general meeting is used to communicate with all investors and they are encouraged to participate in such meeting. The
Chairman and other members of the Board attend the annual general meeting and are available to answer any guestions. Unfortunately, due to
social distancing requirements, as a result of the Covid-19 pandemic, shareholders will not be able to attend the annual general meeting to be held
in 2020.

Engagement with employees

The Group is currently organised on a very decentralised basis. However, within the Group there are various committees (diversity committee,
family committee and working groups) which operate as platforms for workforce engagement and help to reinforce our culture and have an impact
on our strategic direction. Our employees are key stakeholders and a strategic asset to our business and it is the intention of the Board that, going
forward, one of the Non-Executive Directors will become the representative of the employees on the Board and will be charged with ensuring
active and regular engagement and understanding of employees’ concerns.

Gender balance

It has been the intention of the Board to fulfil the recommendations set out in Lord Davies’ report of having at least 33% female reprasentation on

the Beard by 2020. As at the date of the Annual Report and Accounts, 26% of the Board is female and the Board recognises that this is an area for
improvement. All future appointments and re-appointments shall be taken with due regard to the benefits of diversity and the needs of the Board.
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GOVERNANCE REVIEW

communications, we must serve as leaders, allies and advocates, driving change through our actions and not just words. Where possible, we
actively support events in our community that celebrate diversity and inclusion.

The Group recognises that its principal asset is its employees and their commitment to the Group’s service, standards and customers. Decisions
are made wherever possible in consultation with [ocal management, with succession planning performed on & regular basis at all levels.
Communication with employees varies according to need and local business size.

Attendance at Board and committee meetings during the year

Eleven scheduled meetings of the Board were held during the year ended 31 December 2018. The Nomination Committee met on an unscheduted
basis to deal with the matters at hand, in particular, the appointment of the new Non-Executive Directors. The Remuneration Committee met twice.
The attendance record of the Directors at the meetings of the Board and of the Board’s committees is shown in the table below.

Audit Remuneration Nominatlons
Board Meetings Committee Committee Committee

meetings meetings meetings
Chairman
Jeremy Sinclair 1/11 - - as needed
Executlve Directors
David Kershaw 111 - 1/2 as needed
Maurice Saatchi*** 10/11 - - -
Bill Muirhead IAVARI - - as needed
Mickey Kalifa 11/1 6/6 172 as needed
Jamie Hewitt™ 2/2 3/3 - -
Non-Executive Directors
Michael Peat*** mm 6/6 2/2 -
Michael Dobbs*** 11/11 6/6 2/2 -
Lorna Tilbian® & =** 11/1 6/6 2/2 -

* Senior Independent Non-Executive Director {On his appointment on 3 February 2020, Gareth Davis became the Senior Independent Non-Executive Director, subsequently Lisa
Gorden on her appointment on 17 March 2020 became the Senior Independent Non-Executive Director).

** Left Board on 29 March 2019.

*** Left Board on 10 December 2019.

The Non-Executive Directors are the members of the Audit Committee and the Remuneration Committee, with the Chief Executive and the Finance Director attending as needed.

M&C Saatchi Plc 31
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GOVERNANCE REVIEW

awards on a phased basis and have
a holding period of five years or
more.

Code.

Provislon of the Cade 1Jan 10 Departure from the Code Future Compiiance with the Code
2018~ 10 | December
December | 2018 -3
2018 February
2020
17) Noemination committee X X The previous Nomination Committee was created onanad | From & May 2020, the Nomination Committee was
appointed, with the majority of hoc basis and was not formerly constituted and did not properly constituted as required under the Code.
members being independent Non- have a majority of independent Non-Executive Directors.
Executive Directors. The Company now complies with the Code.
18} All Board members subject to X X The Gompany departed from the Code as the Board As from the annual general meeting to be held in 2021,
annual re-election. members were elected on a three year rotation. each of the Directors will stand for annual re-election.
The Gompany’s articles of association wili be amended to
allow for annual re-elections of the Directors.
As from the annual genaral meeting to be held in 2021,
the Company will comply with the Code.
19} Maximum tenure of Chairmanis | X X The Company departs from the Code under this provision. | The Company will comply with this provision following the
nine years. Uoon the Company's listing to the AIM market of the Londen | appointment of Gareth Davis as Chairman.
Stock Exchange, the Chairman was appointed for an
indefinite term subject to re-election. The Board considered | From Garath Davis' appointment at the annual general
the depth of knowledge that the Chairman brings to the | meeting in 2020, the Company will comply with the Code.
Board to be of significant value for a creative business.
21} Formal rigorous annual X X No Board review occurred during the year due to the A formal and vigorous evaluation of the effectiveness of
evaluation of Board performance. departure of half of the previous Beard. the Board and its committees will be conducted within
the next year.
By the annual general meeting to be held in 2021, the
Company will comply with the Code.
22} Results of annual evaluation of X X No Board review occurred during the year due to the A formal and vigorous evaluation of the effectiveness of
Board performance should be departure of half of the previous Board. the Board and its committees will be conducted within
acted on. the next year and the results will be given due
Following the resignation of all the Non-Executive Directors | consideration and acted upon.
in December 2019, the Board cencluded that a review of
the Board would not be a worthwhile exercise until such By the annual general meeting to be held in 2021, the
time as new Directors were appointed. Company will comply with the Code.
32) Remuneration committee X X Tha Board did not consider this provision in the formation As of 6 May 2020, the Renumeration Committee was
should be properly formed with a of the previous Remuneration Committee. properly constituted as required under the Code and
Chairman who, prior to chaired by an individual with the requisite skill and who,
appointment, has served on a prior to appointment, had served on a remuneration
remuneration committee for at committee for at least 12 months.
least 12 months.
The Company now complies with the Code.
36) Share schemes should give X X The Company’s old share schemes do not comply with the

Future schemes will comply with the Code.
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GOVERNANCE REVIEW

It is noted that in making decisions the Board takes account of, amongst other matters, the:

By Order of the Board

Andy Blackstone
Company Secretary

Likely consequence of any decisions in the long term;

Interests of the Company’s employees;

Ability of the Gompany to attract, grow and retain a diverse and inclusive talent pool;

Need to foster the Company’s business relationships with suppliers, customers and others;
Impact of the Company’s operations an the community and envirocnment;

Company’s reputation for high standards of business conduct; and

Need to act fairly as between members of the Company.

i

T December 2020

M&C Saatchi Plc
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THE BOARD

Bill Muirhead is a founding director of the Company. In
1971 he was one of the first account handlers at
Saatchi & Saatchi. He became Group Account Director
and was subsequently appointed Chairman of Saatchi
& Saatchi Europe with additional responsibility for the
London agency. In February 1994, he moved to New
York as Chief Executive and President of Saatchi &
Saatchi Advertising Worldwide.

Mickey Kalifa joined the Board on 29 March 2019, he
was formerly Chief Financial Officer of Sportech PLC,
where he worked from 2008 to 2017 and is currently
Nan-Executive Director of Zoo Digital Group PLC. He is
a chartered accountant, having qualified with
PricewaterhouseCoopers LLP and has a strong
background in the media, technology and sporis
industry. Mickey has also held executive roles across a
number of leading organisations in the UK and US3A,
including Liberty Global, Sky and Disney.

*Mickey Kalifa was appointed as a Director on 29 March 2018

M&C Saatchi Plc
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THE BOARD

Louise Jackson joined the Board on 17 March 2020. She has Colin Jones joined the Board on 3 February 2020. He
significant experience of consumer-facing businesses, is currently Non-Executive Chairman of Centaur
particularly in human resources, board advisory and change Media Plg, the market intelligence company, having
ieadership. She is currently Group Director of Talent and joined in 2018 as a Nen-Executive Director. Colin is
leadership at Selfridges Group Ltd, the global luxury also a Non-Executive Director of The City Literary
retailer, where she also sits on the Remuneration Board. Institute, the aduft education college. Colin previously
Previously, Louise was Human Resource Director of the spent over 20 years as Finance Director of
Japanese pharmaceutical company, Kyowa Hakko Kirin Co Euromoney Institutional Investor PLC, the FTSE 250-
Ltd and Senior Partner in Leadership and Talent Consulting listed media company, until he retired in 2018. Colin
at Korn Ferry International Ltd. Prior to this, Louise was Chief began his career at PricewaterhouseCoopers LLP
Executive and co-founder of change consultancy firm 7days where he qualified as a chartered accountant.

Ltd for 10 years. Louise has held & number of Group HRD

roles and spent her mm_;_< career at Ooocmﬂm & _.v&_..m:a LLP **Colin Jones was appointed as a Director on 3 February 2020.

and TUI Thomson Travel Group.

"**Louise Jackson was appainted as a Director on 17 March 2020.

M&C Saatchi Plc
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AUDIT COMMITTEE REPORT

As part of the audit tender process, each participating firm was given access to a data room and to management. After considering the guality
of the submissions from each participating firm and, in particular, the complexities and international spread of the Group, as well as the
reasonableness of the proposed fees, the former Audit Committee unanimously agreed to recommend to the Board that
PricewaterhouseCoopers LLP be appointed as the Group's auditor for the 2019 financial statements. PricewaterhouseCoopers LLP were duly
appointed as auditors on 16 September 2018.

= Independent accounting review
PricewaterhouseCoopers LLP’s Forensic Services Group completed their independent review in December 2019. The scope of the review and its
findings are covered in the Finance Director's Review on page 10.

» Changes agreed following the independent accounting review
Led by the new Finance Director and overseen by the Audit Committee (with oversight of the Board), the Company is taking action to prevent the
incidents that resulted in the accounting misstatements from re-occurring. These measures include:

+ Reorganising the Group's central finance function ta include Group financial control, financial analysis, treasury, company secretarial and
legal, and internal audit;

Empowering the central finance function with more authority over iccal finance functions;

Creating standard accounting policies and procedures to be applied consistently across all companies in the Group;

Introducing tighter control and greater focus on cash management; and

Implementing a unified accounting and forecasting platform to be deployed across the Group, replacing the many different accounting
systems currently in use across the Group. The platform is operational in the UK and is expected to be live in all major markets by the end
of the first quarter of 2021.

o ® o @

» 2019 audit planning
Following the appointment of PricewaterhouseCoopers LLP as the Company’s auditor, the Audit Committee met with PricewaterhouseCoopers
LLP and agreed the plan for the 2018 audit.

« UK Bribery Act 2010
In view of the Group’s global footprint and the work undertaken for national governments, the Audit Committee paid particular attention to
compliance with the UK Bribery Act 2010. Further strengthening in this area has been implemented in 2019.

e Changes of accounting policy
The implications of adopting /FAS576 Leases were considered and are addressed on page 47 of this report.
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AUDIT COMMITTEE REPORT

Significant accounting Issues and judgements

Prior year adjustments

Accounting misstatements relating to 2018 and prior years of £6.4m were first identified by management in August 2019 following an
internal review by the new Finance Director. At this point the Board decided to appoint PricewaterhouseCoopers LLP’s Forensic Services
Group to undertake an independent review to determine, among other things, the full extent of these misstatements. This review was
completed in December 2019 and identified £11.6m of reductions in headline profit before tax for 2018 and prior years, with all numbers
still subject to audit. During the audit, a further £2.4m of adjustments to prior year headline profits were identified, bringing the total to
£14.0m (of which £8.8m relates to 2018 and £5.2m to earlier periods). The discovery of these accounting misstatements has provided a
number of challenges for the Audit Committee and the external auditors, including:

(i) The existence of material accounting misstatements increased the risk and scope of the audit, including the need to carry out
additional audit testing in respect of 2018 and prior years. The Audit Committee fully endorsed the additional audit work required
in this area;

(i) Poor accounting records and changes in finance staff, particularly at a senior level, meant that in many cases it was difficult for

management to provide sufficient audit evidence to support the prior year adjustments and identify the precise period to which

the adjustments relate;

The lack of standard accounting policies and decentralisation of finance responsibilities has meant that the discovery of a

misstatement in one entity has required significant and time consuming additional work by management to determine whether the

error was replicated in other parts of the business;

(iv) The fact that IFRS 15 was only adopted at a group level in 2018, combined with the failure of local management to consider the
key judgements of IFRS at a detailed level, and poor basic accounting practices in this area, created significant additional
challenges to ensuring local accounts correctly reflected the application of IFRS 15 in both 2018 and 2018,

While the Audit Committee is satisfied that management have now undertaken sufficient work to identify all prior period accounting
misstatements, it was concluded that it was not in the interests of shareholders to incur the significant additional time and cost required to
allocate the misstatements to the correct year and therefore achieve a clean audit opinion on the 2019 opening balance sheet. As a result,
the Board has accepted that the auditors must disclaim their opinion on the 2019 opening balance sheet, and therefore also disclaim their
opinion on the profit and cash flows for 2019. This in turn leads to a qualified opinion on the comparabiiity of the 2019 closing balance
sheet with the opening balance sheet. The adjustments made in these financial statements in respect of the 2018 and 2017 accounting
periods are therefore management’s best estimates using all available evidence. The Audit Committee endorses this pragmatic approach,

In addition to the accounting misstatements noted above, management have also undertaken a comprehensiva review of the many put
option agreements in place and the appropriateness of the accounting for these arrangements (see below). This has led to a further prior
year adjustment which reduces 2018 statutory profit before tax by £15.0m but has no impact on 2018 headline profit before tax. A further
£2.8m prior year adjustment relating to the incorrect accounting of dividends paid to members of the Group’s LLP entities from 2017 and
earlier has been made to statutory profit before tax. This adjustment has no impact on 2018 headline profit before tax.
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AUDIT COMMITTEE REPORT

Share-based payments and put option accounting

The business model section of the Directors’ Report sets out the Company's successful strategy for growing organically rather than by
acquisition. This has traditionally been achieved by launghing new businesses in partnership with local entrepreneurs. These
entrepreneurs receive an equity interest in the start-up at launch and have the option to sell their equity to the Company at a future date
based on certain performance and valuation criteria as set out in a put option agreement.

The accounting for these put options is a complex area and depends on the substance and detailed terms of the underlying arrangement.
There are close to 100 of these agreements, and many have been poorly documented over the years. There is no template or standard
terms, so each agreement is different. This complicates the recording of these arrangements and also makes the audit of them
challenging.

This year management have undertaken a comprehensive review of every put option agreement. In many cases the underlying
documentation was poor and open to interpretation. Working closely with the auditors, management concluded that a number of prior
year adjustments were required in respect of these put option schemes to reflect:

(i) Reciassification of a number of the schemes, previously accounted for under IFRS 9, as management incentives and therefore
accountable under (FRS 2;
i) Identification of non-market performance conditions which mean that the IFRS 2 charge under certain equity-settled schemes

should have been revalued at the end of each period;
iii) ldentification of previously unrecorded (and documented) equity-settied schemes;
{iv) Identification of previously unrecorded (and undocumented) cash-settled schemes;
(V) A change to guidance relating to the accounting for limited liability partnerships which needed to be applied retrospectively.

The overall effect of these prior period adjustments was £8.5m, comprising an additional charge to the 2018 income statement of £15.0m,
mostly as increased staff costs, a credit to earlier periods of £6.5m, and an increase in net assets as at 1 January 2018 of £14.9m.

Many of the put option schemes are satisfied using Company shares and the final number of shares is determined by the share price at the
date of vesting. Historically, a rising share price has helped to minimise the dilutive impact of these schemes as they vest. However, the
Company’s share price fell sharply in 2019, following the announcement of the accounting misstatements, from a peak of 356p in July to
124p at the end of the year. The share price has fallen further since the start of 2020, largely as a result of the impact of the Covid-19
pandemic, broadly trading in the range of 50p-70p since May 2020. This has significantly increased the dilutive impact of put options
vesting in 2020 and beyond, although where possible management have been renegotiating these arrangements to reduce or defer the
dilution. As a result, additional disclosures have been made in these financial statements to enabie users to appreciate the potential future
dilution at different share prices.

The new Audit Committee has considered the key judgements made by management in respect of these put options, in particular, the
justification for classification under IFRS 2 or IFRS 9 and the assessment of non-market performance conditions. It has also reviewed the
nature and calculation of the prior period adjustments with the auditors. In addition, the committee has encouraged fuller disclosure of the
liabilities under these schemes and the potential dilutive impact on the Company’s shareholders. The committee concluded that the
revised presentation and valuation of the put options is appropriate. A further £2.8m prior year adjustment relating to the incorrect
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AUDIT COMMITTEE REPORT

The Board receives regular investment proposals and portfolio valuations from the investment managers. The Audit Committee has
reviewed the year end valuation of the portfolio: No single investment provides a material risk and the Audit Committee is satisfied that the
judgements made in valuing the portfolio at 31 December 2019 are reasonable.

IFRS 16 Leases

The new accounting standard /RS 76 Leaseswas adopted from 1 January 2019. The Group’s activities are supported from offices around
the world, usually in prime gentral locations, under leases for varying periods. IFRS 16 requires the recognition of a right-of-use asset for
these leases, with a corresponding finance lease liability. Adoption of IFRS 16 has had a material impact on the Group’s balance sheet,
with an increase in total assets of £36.9m and an increase in total liabilities of £42.3m as at 1 January 2019, Full details of the impact of
adopting IFRS 16 are set out in notes 4 and 19 to the financial statements.

The Audit Committee has considered management’s treatment of these leases, and the related estimates around the interest rate used
for discounting future cash flows and the length of the lease term. Additional work has also been undertaken to obtain evidence for each
lease and to test management's calculation of the related asset and liability. The committee is satisfied that IFRS 16 has been adopted
appropriately.

Alternative performance measures

The Audit Committee has paid particular attention to the alternative performance measures included in the Annual Report and Accounts.
The Group uses “headline” numbers to report its underlying results as well as for internal reporting purposes. The headline numbers strip
out the accounting impact of equity transactions, including put options, and investments. They also exclude the impact of exceptional
items. The Group has this year introduced a new accounting policy for exceptional items after incurring significant one-off costs in respect
of the accounting misstatements and strategic restructuring (see note 3 of the financial statements).

The committee has reviewed the Group’s policy for the exclusion of certain items when presenting headline earnings and confirmed the
consistent application and appropriateness of this policy from year to year. It has also confirmed that the costs treated as exceptional are
in accordance with the Group’s accounting policy.

Internal audit

The former Audit Committee considered whether the internal auditor's reviews, over their three-year cycle, were sufficient and determined that
the number of internal audit hours needed to be increased. The internal audit cycle was due to start following completion of the 2018 audit.
However, following the discovery by management of the accounting misstatements in August 2019, the work of the internal auditor was put on
hold. As a result, no internal audit work has been undertaken in the pericd.

The historic control weaknesses, the de-centralised and complex structure of the Group, the significant number of small, overseas operations
and an entrepreneurial culture including management ownership of equity in Group companies, are all factors that suggest a more robust
internal audit function is required. One of the priorities for the new Audit Committee after complétion of the 2019 audit is therefore to re-assess
the role and responsibilities of the internal audit, and how this is managed and resourced.
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AUDIT COMMITTEE REPORT

A resclution for the reappointment of PricewaterhouseCoopers LLP as auditor of the Group and Company will be proposed at the Company’s
annual general meeting.

Review the effectiveness of the Group’s system of internal controls and risks

The Audit Committee is responsible for reviewing the adequacy and effectiveness of the Group’s systems and processes for internal financial
control and risk management. The discovery by management, during 2019, of material accounting misstatements in respect of previous years,
clearly demonstrates that a number of key financial controls had not een operating effectively. As part of the changes agreed by the committee
foliowing the forensic review carried out by PricewaterhouseCoopers LLP (as detailed in this report on page 41), there is an ongoing review of
the effectiveness of the Company’s financial controls and risk management systems. Significant improvements have been made in many areas
during 2020, and the new finance systems, policies and changes in persennel introduced across the Group (including those outlined in the Finance
Directors’ Report on page 12) will be monitored and reviewed by the Audit Committee for effectiveness. The Audit Committee will also review the
internal control, process and reporting recommendations made by the external auditors as part of the post audit review, and ensure that
remedial action is taken to address any identified weaknesses. As noted above, another priority for the Audit Committee this year is a
reassessment of the role and responsibilities of internal audit with a view to improving its effectiveness. The Audit Committee also continues to
review and update the principal risks schedule.

Audit Committee effectiveness

Following the resignation of all the Non-Executive Directors in December 2019, the Board concluded that a review of the Audit Committee’s
effectiveness would not be a worthwhile exercise. The Board recognises that this is contrary to the Code and, following the appointment of the
four new independent Non-Executive Directors, it intends to conduct a formal and vigorous evaluation of the effectiveness of the Board and its
committees concluding early 2021.

Colin Jones
Chair of the Audit Committee
7 December 2020
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DIRECTORS’ REMUNERATION REPORT

Directors’ contracts (audited)
All Executive Directors had/have a contract which could/may e terminated on 12-months’ notice by the Company or the Executive Director save
for Jamie Hewitt who had a six-month notice period.

All of the Non-Executive Directors had/have & contract which could/may be terminated on three months’ notice by the Company or the Non-
Executive Director save for Gareth Davis who has a six-month notice period.

Directors’ options, conditional share awards (unaudited)
In 2016, Jeremy Sinclair, David Kershaw, Bill Muirhead and Maurice Saatchi paid (by way of a combination of payroll taxes and subscription price)
£100,727 each for the conditional share awards. This payment amount i3 not refundable if the vesting conditions are not met.

In addition, the previous Finance Director, Jamie Hewitt, paid £2,005 and was due to pay a further £43,212 for his share award. On his departure,
the award was instead purchased by the Group on 29 March 2013 for £49,212 which was believed to be the fair value of the shares at the time of
purchase.

Based on the 2018 financial statements and providing the Company’s share price is above £5.00 per share at a point during the period between 1
January 2019 and 31 December 2022, Jeremy Sinclair, David Kershaw, Bill Muirhead and Maurice Saatchi were each due to receive 160,562 shares
in the Company. However, due to the accounting errors identified in 2019, and the restated 2018 accounts, it has been determined that nothing will
vest in this award.

The award caused an accounting charge of £Nil in the year (2018: £401k).

None of the Directors hold any other options in the Company or shares in any companies within the Group. Shares in the Company held by
Directors can be found in the Directors’ Report on page 61.

Long-term incentive plan awards (audited)
The Remuneration Committee confirmed at a meeting held on 6 November 2019 to issue the new Finance Director, Mickey Kalifa, with a long-term
ingentive plan (LTIP) as part of his reward package. The LTIP has a maximum amount payable of 200% of salary per annum for each of the four
years 2019 to 2022 inclusive. The award will vest on 31 December 2022, or such later date as the Remuneration Committee determines. Providing
he remains employed, the award will be payable as follows:

e 1/3 of the vested award as soon as reasonably practicable following 31 December 2022;

« 1/3 of the vested award, as socn as reasonably practicable following 31 December 2023; and

+ 1/3 of the vested award, as soon as reasonably practicable following 31 December 2024,
The award caused an accounting charge of £400k in the year {2018: ENil).

There are no LTIPs in place for any of the other Directors.
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DIRECTORS’ REMUNERATION REPORT

Baslc salary Bonus Benefits in kind® Pension Total

2019 (audited) £000 £000 £000 £000 £000
Directors

David Kershaw 314 - 46 - 420
Bill Muirhead 374 - 48 - 429
Maurice Saatchi? 355 - 42 - 397
Jeremy Sinclair 374 - 47 - 4
Mickey Kalifa* 243 225 4 - 472
Jamie Hewitt® 77 - 7 4 88
Total 1,797 225 194 4 2,220
Non-Executive Directors

Michael Dobbs? 40 - - - 40
Michael Peat? 40 - - _ 40
Lorna Tilbian? 40 - — - — - 40
Total 120 - - - 120
Totat Rewards 1,917 225 194 4 2340

Basic salary Bonus Banefits In kind® Pension Total

2018 (unaudited) £000 £000 £000 2000 £000
Directors

David Kershaw 374 - a7 - 4
Bill Muirhead 374 - a7 - 421
Maurice Saatchi 374 - 42 - 418
Jeremy Sinclair 374 - 4B - 420
Jamie Hewitt 250 125 5 15 395
Total 1,746 125 187 15 2,073
Non-Executlve Directors

Jonathan Goldstein’ 40 - - - 40
Michael Dobbs 40 - - - 49
Michael Peat 40 - - - a0
Lorna Tilbian® - 39 - - - 38
Total o 159 - - - 159
Total Rewards 1,905 125 187 15 2,232

! Jonathan Goldstein announced as resigning on 31 December 2018.

2 Maurice Saatchi, Michael Dobbs, Michael Peat and Lorna Tilbian resigned on 10 Degember 2019,

3 Jamie Hewitt announced as resigning on 28 March 2019.

¢ Mickey Kalifa appointed to the Board on 28 March 2019.

5 Benefits in kind include car allowances and permanent health insurance benefit.
§ Lorna Tilbian served on the Board for only part of the year.
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DIRECTORS’ REPORT

The Directors present their report together with the audited financial statements of the Group and Company for the year ended 31 December
2019,

Strategic Report
A review of the Group’s business during the year, the principal risks and uncertainties facing the Group and future prospects and developments are included
in the Strategic Report on pages 3 to 2b which should be read in conjunction with this report.

Results and dividends

The consolidated income statement on page 71 shows the results for the year. The Directors approved an interim dividend of 2.45p totaliing
£2,246,973 (2018: 2.45p £2,116,521) and in light of the economic effacts of the Covid-19 pandemic and a desire to preserve cash, do not
recommend a final dividend to be paid (2018: 8.51p £7,565,655). Further information is in note 12 of the financial statements.

Principal activity, trading review and future developments
The principal activity of the Group during the year was the provision of marketing services. The review of trading, future developments and key
performance indicators can be found in the Strategic Report.

Business model
We are a global marketing services company built on a strategy of winning new business by starting new businesses. Occasionally we have
acquired businesses where critical mass and/or a track record is needed to break into a market place.

The conventional model of network creation is by acquisition, but we believe this turns entrepreneurs into employees, diluting the imperative that
drove their initial growth and success.

Our network growth comes from attracting people who ¢an build businesses. Qur focus is to expand organically, buying stakes in companies where
strategic mass is the only way to enter a market or accelerate growth.

We then back our winners, by using the network to allow them to expand globally.
At the core of the Group's business model is the concept of shared ownership, shared objectives and shared ambitions.

We take a majority share in a business start-up, providing such business with cash and the benefit of our reach, brains and reputation. The
entrepreneurs have shares in their subsidiary companies, which at some agreed point, can be converted into more tradeable shares in the
Company. They can only sell {or put) all their shares when succession criteria have been fulfilled. This aligns their business success with the
success of the Group as a whole. The better the Group does, the more their shares are worth. Typically, many of our [ocal partners do not
exchange their subsidiary company shares at the first opportunity; instead, they benefit from dividends which they continue to receive from their
subsidiary company. However, the recent steep drop in the Company’s share price caused by the accounting misstatements and the economic
shock of the Covid-19 pandemic has resulted in some put options failing to create shareholder value, or delivering the growth intended.

The Remuneration Committee is revisiting the business model as part of the strategic review and increased governance, with a view to protecting
the core principles of the model but refining how it is implemented to ensure the Gompany delivers value for all its shareholders.
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DIRECTORS’ REPORT

During this current period and indeed since the first quarter of 2020, the Group'’s business has taken extensive action to preserve liquidity. The
following mitigating actions have been built into our base case and downside financial models:

» The Group has drawn down fully on its RCF which was reduced from £36m to £33m; £3m was repaid on 30 November 2020 in accordance
with the terms of the facility agreement. The overdraft facility of £6m has not been used and remains available. Net cash as at 30
November 2020 was approximately £28m.

e Avery significant proportion of the Group’s cost base relates to salaries. The Group has substantially reduced its staff costs through
furlough programmes across the world (including the UK, US and Australia), by voluntary pay reductions, particularly amongst senior
employees and also, unfortunately, from staff redundancies in virtually all our markets worldwide.

e The Group has reduced, suspended or delayed capital expenditure including building works at its London headquarters, as well as some IT
expenditure globally.

¢ The Company has agreed rent deferrals and rent-free periods with its landlords in the UK.

o The Group is taking advantage of concessions and deferrals of fax payments (including PAYE and VAT) as well as availing ourseives of
government grants in various countries.

« Other variable expenditure has also been reduced where possible.

» We secured a refaxation of the Company’s financial covenants under the RCF for the final quarter of 2020 up and until the RCF’s maturity
on 30 June 2021.

¢ We received approval for £7m in funding through the UK Government's Coronavirus Large Business Interruption Loan Scheme ('CLBILS)
and the Company is in the process of agreeing the legal documentation.

Severe but plausible scenario

It is currently very difficult to assess how the Covid-19 pandemic will evolve and, in particular, the speed and scale of the expected recovery in
2021. Although maost of our offices arcund the world have now re-opened (and even before the re-opening our staff have continued to waork
productively on a remote basis), it is conceivable the economic downturn may continue for a longer period, and/or that the recovery profile is
slower than in the downside case. The Directors have, therefore, prepared a severe but plausible scenario that models a material reduction in net
revenue and consequently a greater net revenue deterioration in 2021 than modelled in the downside scenario. In this scenario, there is no
recovery in 2021, with net revenue remaining 20% below the 2019 level.

Based on the most current information and our recent performance, the impact of the Covid-18 pandemic is scmewhat less severe than we had
originally expected at the commencement of the Covid-19 pandemic, and therefore, this severe but plausible scenario is considered unlikely.
However, even in this severe but plausible scenario, the Company will continue to have sufficient cash to operate. However, under this same
scenario there is a risk of breaching the Company’s financial covenants under the RCF, unless a further relaxation of the financial covenants or a
waiver of any such breach is agreed within the going concern period. There are further mitigating actions the Company could take to eliminate any
risk of the Company breaching its financial covenants under the RCF, should these be required.

Based on these forecasts the Directors believe that it remains appropriate to prepare the finangial statements on a going concern basis. Only the
severe but plausible downside scenario, the refinancing of the RCF and the event of default (as detailed above) would indicate the existence of a
material uncertainty which may cast significant doubt about the Group’s ability to continue as a going concern withgut any mitigating action. The
financial statements do not include the adjustments that would result if the Group was unable to continue as a going concern.
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DIRECTORS’ REPORT

Political contributions
During the year, the Group made no political donations (2018: nil).

Directors
The names of the Directors and their biographies are set out on pages 36 to 39. Details relating to Board megting attendance and composition of
the Board committees are shown in the Governance Review on pages 26 to 35.

The following have been directors since start of 2019:
Executive Directors Joined board Left board
David Kershaw - -
Bili Muirhead - -
Maurice Saatchi - 10 December 2019
Jeremy Sinclair - -
Jamie Hewitt - 29 March 2019
Mickey Kalifa mmgma:uﬂ:m 1

Non-Executive Directors

Michael Dobbs - 10 December 2019
Michael Peat - 10 December 2019
Lorna Tilbian - 10 December 2019
Gareth Davis 3 February 2020 -

Lisa Gordon 17 March 2020 -

Louise Jackson 17 March 2020 -

Colin Jones 3 February 2020 -

Social responsibility

The Group follows the guidance in the International (Social Responsibility) Standard IS0 26000 and is accredited for BS OHSAS 18001, 1SO 14001
and is registered with CIPS Sustainability Index.

In addition, the Group is involved with many campaigns {including paid, low bono and pro bono) that help create a socially responsible world.
Anti-bribery and corruption

The Group has well-established anti-bribery and anti-corruption policies (including management of conflicts of interest) aimed at ensuring
adherence to associated legal and regulatory requirements.
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DIRECTORS’ REPORT

Directors and substantial shareholdings
As at 4 December 2020, the Company has been notified by shareholders representing 3% or more of issued share capital of the following interests:

Shares held %
Vinodka (Vin) Murria and family 15,245,267 13.2%
Invesco Perpetual 13,957,945 12.1%
Octopus Investments 10,194,941 8.8%
Paradice Investment Management 9,284 810 B.0%
Fidelity International 8,622,673 7.5%
Herald Investment Management 5,336,433 4.6%
David Kershaw* 4,579,697 4.0%
Bill Muirhead* 4,679,697 4.0%
Jderemy Sinclair* 4,679,697 4.0%
Maurice Saatchi 4,124,882 3.6%
Aviva Investors 4,094,159 3.6%
Stonehage Fleming 4,080,215 3.5%

* During the year the above Directors purchased 415,323 shares each. Mickey Kalifa, the new Finance Director acquired 27,985 shares during the year.

Regularly updated details of the Directors’ shareholdings and substantial shareholding can be found on the corporate website
www.masaatchiple.com,

Events since the end of the financial year

On 30 April 2020, the term of the £36m revolving credit facility agreement and the £5m overdraft facility agreement with National Westminster
Bank plc was extended to 30 June 2021. The interest margin on the revolving facility agreement was increased to 3.00% above LIBOR from 1.75%
above LIBOR. The overdraft facility has a floating rate of interest set at 3.25% above the Bank of England base rate. Additional Group companies in
the US and Australia were brought into the facility as guarantors.

Following the announcement of the accounting misstatements, the Finangial Conduct Authority opened an investigation with which the Company is
assisting.

In part due to the accounting misstatements and the Covid-19 pandemic, the Company’s annual audit lasted longer than originally planned and went
over budget.

Following the year end, the Board appointed four Non-Executive Directors who the Board considered independent and reconstituted its
committees.

The economic downturn caused by the Covid-19 pandemic has affected the revenue of most Group companies. However, the Group's business
continuity plans worked and we continue to service clients and win clients. The Group has cut costs to reduce the long-term economic effects of
the Covid-19 pandemic; however, the effects on associates and cash generating units are different. This along with our strategic plan and other
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DIRECTORS’ RESPONSIBILITIES

The Directors are responsible for preparing the Annual Report and Accounts in accordance with applicable law and regulations.

Company law requires the Directors to prepare group and parent company financial statements for each financial year. As required by the AIM Rules of the London Stock
Exchange ple (and UK law), they are required to prepare the Group financial statements in accordance with International Financial Reporting Standards as adopted by the
European Union (IFRS as adopted by the EU) and applicable law and have elected to prepare the Company’s financial statements in accordance with UK accounting
standards and applicable law (UK Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure Framework. For a full Group accounting year following
Brexit, IFRS as adopted by the EU will be replaced by UK adopted IFRS. The first such accounting period that could be affected by this change is the year ended 31
December 2020.

Under UK 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 the Company and of their profit or loss for that period. In preparing each of the Group and the Company financial statements, the Directors are required to:
= Select suitable accounting policies and then apply them consistently;
«  Make judgements and estimates that are reasonable, relevant, reliable and prudent;
= For the Group financial statements, state whether they have been prepared in accordance with IFRSs as adopted by the EU;
= For the Company financial statements, state whether applicable UK accounting standards have been followed, subject to any material departures disclosed and
explained in the financiat statements;
» Assess the Group and the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern; and
= Use the gaing concern basis of accounting unless they either intend to liquidate the Group or the Company or to cease operations, or have no realistic alternative
but to do se.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s transactions and disclose with reasonable accuracy at
any time the financial position of the Company and enable them to ensure that its financial statements comply with the UK Companies Act 2006. They are responsible for such internal
controf as they determing is necessary to enable the preparation of the financial statements that are free from material misstatement, whether due to fraud or error, and have
general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Group and to prevent and detect fraud and other irregularities.

Under applicable law and regulations, the Directors are also responsible for preparing a Strategic Report and a Directors’ Report that comply with that law and those
regulations.

In accordance with the principles of the UK Corporate Governance Code 2018, the Board has established arrangements to evaluate whether the information presented in
the Annual Report and Accounts is fair, balanced and understandable.

The Board considers the Annual Report and Accounts, taken as a whale, is fair, balanced and understandable and provides the information nacessary for shareholders to
assess the Company’s position, performance, business model and strategy.

Website publication
The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the company’s website (www.mesaatchipic.com).
Legislation in the UK governing the preparation and dissemination of financial statements may differ from legistation in other jurisdictions.

M&C Saatchi Plc 83
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PREPARATION

Significant accounting policles

The significant accounting policies applied in the preparation of these consolidated financial
statements are set out in the relevant notes. These policies have been applied consistently to all
the years presented, unless ctherwise stated.

A fundamental change in our acceunting policies for the year ended 31 December 2019 is the
adoption of IFRS 16 Leases. Details surrounding the transition accounting applied to this adoption
is included in note 4 and details surrounding recurring disclosures with regards to leases are
provided in note 19. The adoption of IFRS 16 has also led to the identification of two further
significant estimates (below).

Gritical accounting policies

Certain of the Group's significant accounting policies are considered by the Directors 1o be
critical due to the level of complexity, judgement, or estimation involved in their application and
potential impact on the consolidated financial statements. The critical accounting policies are
listed below and explained in more detail in the relevant notes to the Group financial statements.

Revenie recognition
The Group applied IFRS 15 Revenue from contracts with customers from the start of 2018.

The Group’s revenue is earned from the provision of advertising and marketing services.
Revenue from contracts with customers is recognised as, or when, the performance obligations
present within the contractual agreements are satisfied. Dependent on the arrangement with the
client, the Group may act as principal or as agent in the provision of these sarvices.

See note 6 for a full listing of the Group's revenue accounting poficies.

M&C Saatchi pic

Fut option accounting (1FRS 2 and IFAS §)

It is common for equity partners in the Group's subsidiaries to hold put options over their equity
such that they can require the Group to purchase their non-controlling interest for either a
variable number of M&C Saatchi pic shares or cash. Dependent on the terms and substance of
the underlying agreement, these options are either recognised as a put option liability under IFRS
9 (note 27) or as a conditional share award in the scone of IFRS 2 (note 28).

Under the iFRS 9 approach, a put option liability is recognised in terms of the expected future
issue of a variable number of shares. This liability is held at amortised cost at inception of the
agreement and remeasured at the end of each reporting period. Both the amortisation of these
instruments and any change in the underlying valuation of the amortised cost (driven by changes
in gither Company's quoted share price or underlying business performance) is recognised in the
income statement as profit or loss.

Typically, the terms of instruments accounted for under IFRS 2 are such that they have the cost
of the transaction measured at fair value on the grant date. The majority of these instruments
have non-market conditions and have the fair value of the award re measured annually. The cost
is recognised over the vesting period of the award and accumulated within equity.

Headline results

As reflected in our business model (page 55), the Directors beligve that the headline results and
headline earnings per share (see note 1} provide additional useful information on the underlying
performance of the business. The headline results reflact the underlying profitability of the
business units by excluding all effects of buying and selling equity by the Group; and the
accounting effects of the entrepreneurs” holding equity in the businesses they run. This results in
accounting charges and credits to the income statement for the Group's fair value liability of its
local entrepreneurs’ equity conversion rights, but does not account for the increase in value of
the businesses.

In addition, the headline results are used for internal performance management and to calculate
minority shareholder put option liabilities. The term 'headling' is not a defined term in IFRS. Note 1
reconciles reported to headiine results.

The segmental reporting (note 5) reflacts headling results in accordance with IFRS 8.

The items that are excluded from headline results are the amortisation ¢r impairment of
intangible assets (including goodwill and acquired intangibles, but excluding software) acquired in
business combinations, changes to deferred and contingent consideration and other acquisition
related charges taken to the income statement; impairment of investments in associates; profit
or loss on disposal of associates; revaluation of investments and their related costs; and the
income statement impact of put option accounting and share-based payment charges. Note 1
shows a reconciliation between the Group's statutory rasults and the headline results.
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PREPARATION

Recognition of suppiier discounts and rebales as revenug from contracts with customers

The Group receives discounts and rebates from certain suppliers for transactions entered into
on behalf of clients, which the clients have agreed we can retain. When the contractual terms of
the agreements entered into are such that the Group acts as Agent in thase instances, then such
rebates are recognised as revenue from contracts with customers. By contrast, when the
contractual terms of the agreements are such that the Group is acting as principal then such
rebates are recognised as a reduction in direct costs. Certain of the Group's clients, howaver,
have contractual terms such that the pricing of their contracts is structured with the rebate being
passed through to them. As such, the timing of recognition, the categorisation within the income
statement and the valuation of this income is subject to judgement in terms of the amounts which
are to be retained by the Group and amounts which are to be provided for in lieu of their pass
through to clients.

Certain of the Group's clients, however, have contractual terms such that the pricing of their
contracts is structured with the rebate being passed through to them. As such, the timing of
recognition, the categorisation within the income statement and the valuation of the discount and
rebates is subject to judgement in terms of the amounts which are te be retained by the Group
and amounts which are to be provided for in lieu of their pass through to clients.

Other significant judgements

Minarity interest put option accounting — IFRS 2 or IFRS 8

As noted on page 67 accounting for Minority Interest (MI) put options is a critical accounting
policy. Ascertaining whether such put options should be accounted for under IFRS 9 or whether
the awards fall within the scope of IFRS 2 is a key management judgement. We have revised our
judgements in 2019 compared to pricr years and per note 2 we have restated our historic
financial statements in accordance with the new judgement.

The key feature of the awards made to MI (who held an equity share in subsidiary enterprises) is
whether the awards are given beneficially as a result of employment. Where there is an explicit
service condition, if the award is given to an existing employee, or, if the employee is being paid
below market value or other indicaters that the award is a reward for employment, then the
awards are accounted for as an equity-settled share-based payment in exchange for employment
services under IFRS 2 if these schemes are to be settled in equity. If the scheme is intended to be
settled in cash, then the award is accounted for as a cash-settled share based payment and a
liability is recognised to reflect the future cash efflux from the business. Otherwise, where the
hotder held shares pricr to us acquiring the subsidiary or gained the equity to start a subsidiary
using their unique skills, and there is no indicators it should be accounted for under IFRS 2, then
the award is recognised as a liability held at amortised cost under IFRS 9.

The valuation of these awards represents sources of estimation uncertainty which are discussed
below.

M&C Saatchi plc

Impairment — assessment of CGUs and assessment of indicators of impairment

Where possible, impairment is assessed at the level of individual assets. When, howgver, this is
not possible, then the Cash Generating Unit (‘CGU'") level is used. A CGU is the smallest
identifiable asset or group of assets that generates independent cash flows. Judgement is applied
to identify the Group’s CGUs; however, they are typically comprised of the underlying entities
(both trading subsidiaries and associates) which comprise the Group. This is on the basis that
each of these entities represents a stand-alone operating business, nene of which holds a cluster
of assets which could constitute a CGU in their own right. Goodwill is always allocated to a CGU
and never considered in isolation.

External and internal factors are monitored for indicators of impairment. In terms of such
indicators, management typically consider adverse changes in the economy or poelitical situation
of the geographic locale in which the underlying entity operates in addition to risk of client loss or
gain and internal reporting being indicative that an entity’s future economic performance is better
or worse than expected.

Where management have concluded that such an indication of impairment exists then the
recoverable amount of the asset is assessed (see significant estimates).

Significant estimates and assumptions

Those areas of the Group’s financial statements subject to key assumptions and other significant
sources of estimation uncertainty at the reporting date that have a significant risk of causing a
material adjustmeant to the carrying amounts of assets and liabilities within the next financial year
are described below. The Group has based its assumptions and estimates on parameters
available when the financial statements were prepared.

Impairment

Management’s approach for determining the recoverable amount of an individual asset or CGU is
based on their value in use. Value in use calculations are compared with the carrying value of the
CGU assets. The carrying value of the CGU's also include the Right of Use Assets under RS 16
(note 4). Generally, discounted cash flow models, basad on 2020 budgets and a growth rate, are
used to determine the recoverable amount of CGUs. “he appropriate estimates and assumptions
used require judgement and there is significant estimation uncertainty. The results of impairment
reviews conducted at the end of the year are held in note 16 for those relating to Goodwil and
note 17 for those relating to Associates. The variables used in the assessment of the recoverable
amaount include:

« budgets and estimated growth rate;
= discount rate used to calculate present value of future cash flows.
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CONSOLIDATED INCOME STATEMENT

Year ended 31 December 2018 31 December 20184
Before
mxnmu_nﬁﬂ:mm_ :mﬂ“wmwﬁzwv_ Total Total
Year ended 31 Decamber Note £000 £000 £000 £000
Billings (unaudited) 1 561,426 - 561,428 603,662
Revenus 1,6 381,025 - 381,026 417,366
Project cost / direct cost (124,590) - (124,590} (167,062)
Net ravenua 256,435 - 258,438 250,304
Staff costs 7 (189,783} {4,211) (193,994} (196,068)
Depreciation 18 (12,449} - (12,449} (3,037)
Amortisation 16 (2,868) - 12,865) (4,730
Impairment charges 16 (5,874} - (5,874} {4,167}
Other operating charges (60,155} {1,955) (52,110 (47,226)
Other gains / losses (96) - (96} 1,584
Oparating proflt / (loss) 1 (4,787} (6,166} (10,953) (3,340
Share of result of and gain on disposal of Associates and Joint Ventures 17 13,210 - 13,210 2,825
Impairment of associate investment 17 (56,210} - (5,210) (674)
Finance income 9 813 - 813 273
Finance expense 9 (6,233) - (6,233) (4,472)
Loss before taxation 1 (2,407) (6,166} (8,573) {6,388)
Taxation 10 (4,288) 1,012 (3,258) (7,581)
Loss for the year (8,675) (5,154} (11,829) {12,975)
Attributable to:
Equity shareholders of the Group 1 (8,642) (5,154} (11,796) (13,086)
Non-contralling interests 1 (33} - (33) 1
Loss for the year 1 (6,675) (5,154) (11,629) {12,975)
Earnings per share
Basic {pence) 1 (7.38)p (13.08)p {15.52)p
Diluted (pence) 1 (7.36)p (13.08)p (15.52)p
HeadlIne results
Operating profit 1 20,572 21,500
Profit before taxation 1 18,282 23,470
Profit after tax attributable to equity shareholders of the Group 1 8,073 11,256
Basic earnings per share {pence) 1 8.95p 13.34p
Diluted earnings per share (pence) 1 8.37p 12.37p

# Restated see note 2.
The notes on pages 66 to 70 and 78 to 143 form part of these consolidated financial statements.

M&.C Saatchi ple
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CONSOLIDATED BALANGE SHEET

2019 20184 2017#
At 31 December Nota £000 £000 £000
Non-current assets
Intangible assets 16 38,207 46,472 44,818
Investments in associates and JV 1 3,780 8,483 19,725
Plant and equipment 18 9,455 9,064 9,828
Right-of-use assets 18 46,542 - -
Other non-current assets 2 3.923 4,248 9,326
Deferred tax assets 11 5,285 5,868 5,040
Financial assets at fair value through profit or loss 20a 14,851 14,041 -
122,043 88,176 88,737
Currant assats
Trade and other receivables N 113,183 151,987 114,630
Current tax assets 5,956 313 945
Cash and cash equivalents 68,081 50,065 48,957
Non-current assets classified as held-for-sale 35 - 13,106 -
188,100 215,471 164,532
Current liabilities
Trade and other payables 22 (140,035) {161,267) {131,996)
Provisions 23 (2,989) - -
Current tax liabilities (1,014) {3,444) (989)
Borrowings 24 (52,212) (14,060) (3,731)
Lease liabilities 19 (10,770) - -
Deferred and contingent consideration 15 (445) (182) (377)
Minority shareholdar put optior: liabilities 27 (3,183) {9,847) (5,979)
(210,848) (189,470) {143,072)
Net current (liabllitles) / assets (22,548) 26,001 21,460
Total assats lass current liabllities 99,485 115,177 110,197
Non-currant llabliities
Deferred tax kabilitias 11 371) {1,444) (761)
Borrowings 24 (162) (38,541) (37,764)
Lease liabilities 9 (44,000} - -
Contingent consideraticn 18 (313) (514) (833)
Minority shareholder put option liabitities 27 {3,818} (3.817) {7,202)
Other non-current liabi 25 {1,130} (1,844) {2,487)
(48,884) {46,260} {49,047)
Totai net assets 49,801 68,317 61,150

# Restated, see note 2.
The notes on pages 66 to 70 and 78 to 143 form part of these consclidated financial statements.

M&C Saatchi plc
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Share Share Merger Treasury %ﬁﬂ_ﬁ” aoﬁwkmum mxﬂﬂwﬂm“ Retalned Subtotal 8::.% o_nm Total
capital premium reserve reserve reserve m_wmm__.mwh resBrves earnings _:ﬂmmﬂﬂﬂu
Note £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
At 31 December 2018 876 46,667 31,692 (792) (12,954} (22,464) 4,593 34,195 81,713 1,207 88,920
Restated 2 - (4,933) (1,442) - (2,128} 383 (131) (5477) (13,728} {6,275} {20,003)
At 31 December 20184 876 41,734 30,150 {792) (15,082} (22,081) 4,462 28,718 67,085 932 68,817
Adjustment on initial application _ B _ _ _ _ _ _
of IFRS 16 4 (5364)  (5,364) (5,364)
fsted balance at 1 January 8§76 41,73 30,150 (792)  (15,082) (22,081) 4462 9335 62,621 932 83,563
Acquisitions of minority interest - - - - - (44) - - (44} - (44)
A ona: Of minorilynterestput 57 % 2,873 3,766 - 10114 (10,114) - - 6,665 - 8,885
Exercise of share-based
payment schemes 28 34 - - 242 - - - (5,881) (5,805} - (5,805)
Exchange rate movements - - - - 15 - - - 15 (5) 10
Issue of shares to minorities - - - - - - - - - 309 309
Tax credit on fully charged _ _ _ _ _ - _ _
options 208 208 208
Reserve transfer following _ _ _ _ _ _ _
impairment of goodwi (516) 516 - -
Share option charge 28 - - - - - - - 10,266 10,266 ~ 10,266
Dividends 12 - - - - - - - (9,813} (9,813) (838) (10,851)
Total transactions with owners 60 2,873 3,250 242 10,129 (10,198} - {4,704} 1,692 (534} 1,158
Total comprehensive loss for
the year - - - - - - (3,281} {11,796) (15,077) (33} (15,110)
At 31 December 2019 936 44,607 33,400 (250) {4,953) (32,239) 1,181 8,854 49 236 365 49,601

# Restated, see note 2.

M&.C Saatchi ple
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CONSOLIDATED CASH FLOW STATEMENT AND ANALYSIS OF NET DEBT

2019 20184
Year ended 31 December Note £000 £000
Net cash from operating and investing activities 47,447 1,508
Financing activitles
Dividends paid to equity holders of the Company 12 (9,813) (8,378)
Dividends paid to non-controlling interest (838) (827)
msommam from issue of shares to non-controlling g 85
intergsts
Cash consideration for non-controlling interest acquired 14 (3,269} (404)
Repayment of finance leases - (45)
Payment of lease liabiiities 19 {10,638} -
Repayment of invoice discounting (net) {2,001} (914)
Proceeds from hank loans 15,038 9,100
Repayment of bank loans {17,318) (9,462)
Interest paid 9 {1,485} {1,355
Interest paid on leases 19 {1,837y -
Net cash consumed by financing activities (32,152) (12,200)
u““_ﬁm_mﬂwmm / (decrease) in cash and cash 15,205 (10.691)
Effect of exchange rate fluctuations on cash held (857) 45
Cash and cash equivalents at the beginning of the year 38,311 48,957
H“M_w_ cash and cash equivalents at the end of the 52,749 38,311
Cash and cash equivalents** 68,981 50,065
Bank overdrafts* 24 (16,232) {11,754)
wmww_ cash and cash equivalents at the end of the 52,749 38,311
Bank loans and borrowings*** 24 (36,179) {(40,819)
Net cash / (debt) 16,570 (2,508)

2019 20184
Year gnded 31 December Note £000 £000
Operating loss {10,953) (3,340)
Adjustments for:
Non-cash consideration for services rendered
Depreciation of plant and equipment 18 3,340 3,087
Depreciation of right-of-use assets 19 9,069 -
Loss on sale of plant and equipment 122 81
Impairment of plant and equipment - 2,289
Loss on sale of software intangibles 16 266 9
Increase in financial assets at FVTPL 20a 346 (1,584}
Amortisation of acquired intangible assets 186 2,471 4,427
Impairment of goodwill and other intangibles 16 5,874 1,878
Amortisation of capitalised software intangible assets 16 394 303
Exercise of share-based payment schemes with cash (5,608) (108)
Equity settled share-based payment expenses 28 10,266 16,864
Operating cash before movements in working capltal 15,630 23,856
Decrease / (Increase) in trade and other receivables 45,434 (48,386)
(Increase} / Decrease in contract assets (5,560) 13,471
(Decrease) / Increase in trade and other payabies (18,514) 25,340
Increase in provisions 2,989 -
Decrease in contract liahilities (4,219) (1,158}
Cash generated from operations 35,760 13,123
Tax paid (7,767) (6,018}
Net cash from operating activities 27,093 7,108
Investing activities
Acquisitions of subsidiaries net of cash acquired 14 (635) 953
Disposal of associate (net of costs) 3h 23,264 -
Acquisitions of associates 17 - (904)
Acquisitions of unlisted investments 20a (964) (780)
Proceeds from sale of piant and equipment 30 17
Purchase of plant and equipment 18 (4,081) (4,597)
Purchase of capitalised software 16 (1,7110) {1,046)
Bividends received from associates 17 2,928 428
Interest received 632 273
Net cash consumed investing activities 19,454 (5,596)
Net cash from operating and investing activities 47,447 1,509

M&C Saatchi ple

# Restated, see note 2,

* These overdrafts are legally offset against balances in held in the UK; however, they have not
been netted off in accordance with the requirements of IAS32.42.
** Cash and cash equivalents of £1,657k is held in a country with restrictions on remittances, but

where the balances could be used to repay subsidiaries’ expected future third party fiabilities.

*** Bank loans and borrowings are defined in note 24, they exclude our lease liability of £54,770k

(1 January 2019 £43,739k) (note 19)

The notes on pages 66 to 70 and 78 to 143 form part of these consolidated financial statements.
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NOTES

1. Headline results and earnings per share
The analysis below provides a reconciliation between the Group’s statutory results and the headline results.

. Capital .
ciatuary e P WL s ofsomiesn BAnlax  Ovgmspuato UL
2018#% Intangibles  intangibles associates under [FRS®  consideration of put (note )™ {note wu results
(note 16) (note 16) {note 17) (note 20a) {note 15) options* and 28)

Year anded 31 December 2018# Note £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Billings (unaudited) 603,652 - - - - - - - 603,852
Revenue 417,366 - - - - - - - 417,566
Net revenue 250,304 - - - - - - - - 250,304
Staff costs 7 (196,068} - - - - - - 3,106 17,178 (175,784)
Depreciation 18 (3,037} - - - - - - - - (3,037)
Amortisation 16 (4,730} 4,427 - - - - - - - (303}
Impairmants 16 (4,167} - 1,269 - - - - - - (2,898}
Other operating charges (47,226) - - - - - - - - (47,296}
Other gains/losses 1,584 - - - (1,177) 37 - - - 444
Operating (loss) / profit (3,340} 4,427 1,269 - (1,177) 37 0 3,106 17,178 21,500
Share of results of associates and JV 17 2,825 - - - - - - - - 2,825
impairment of associate investment 17 674) - - 674 - - - - - -
Finance income 9 273 - - - - - - - - 273
Finance cost 9 {4,472) - - - 229 - - - 3,115 (1,128)
{Loss) / profit before taxation (b,388) 4,427 1,269 874 (948) 37 - 3,106 20,203 23,470
Taxation 10 (7,587) {1,021) - - 179 - 517 - (403) (B,315)
{Loss) / profit for the year (12,975) 3,406 1,269 674 (769) 37 517 3,106 19,890 15,155
Non-controlling interests (121) (937) - - - - - (2,841) - (3,899)
(Loss) /profit mww_.___ww_.ﬂ.mca to equity (13,096) 2,469 1,269 674 (769) 37 517 %5 19,880 11,256

# The statutory result for year ended 31 December 2018 has been restated in addition to the add back of intangible impairments reducing by £0.9million from £2.2million to £1.3million. Detailed in note 2,

* As part of setting up equity schemes in Australia, subsidiary equity was disposed of which created a local profit on dispasal. On gonsolidation the profit on disposal has been eliminated (IFRS 10.23); however, the capital gains tax and
non-gontrolling interest effect has not been so removed.

** Details of this breakdown can be found in note 7. The non-gontrolling interest charge is moved to operating profit due to underlying equity being defined as a conditional share award.

*** These values represent put options accounted for as conditional share awards (£17,097k) (note 28) and fair value adjustments to minority put option liabilities (£3,115k) (note 27).

**** Headline earnings are profit attributable to equity holders of the Group after adding back the adjustments noted above. The ingrease Is calculated as the difference between 2019 and 2018 measures. Headiine operating margin is
calculated as: Headline operating profit divided by net revenue.

M&.C Saatchi plc 79
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NOTES

1. Headline results and earnings per share

a1 Headine
Year ended 31 December 2018 £000 £000
Mr_m%_w_w / profit attributable to equity shareholders of the (13,008) 11,256
Basic earnings per share
Wheighted average number of shares (thousands) 84,360 84,360
Basic EPS (16.52)p 13.34p
Diiuted earnings per share
Weighted average number of shares (thousands) as above 84,380 84,360
Add
- Conditional shares - 6,361
— Put option - -
- Contingent consideration - 308
Total 84,380 81,029
Diluted earnings per share (15.52)p 12370

# Statutory profit and diiuted number of shares for the year ended 31 December 2018 has been restated, see note 2.

Mé&C Saatchi ple
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NOTES

2(a}) Impact of misstatements on consclidated balance sheet as at 1 January 2018

Consolidated balance sheet - as at 1 January 2018

As Trading  Non-trading curvent  Put option Financlal Total As
uﬂwﬂﬁwﬂmm_m ad|ustments adjustments adjust _MM”MM adjustments m&mmﬁﬂhw adjustments restated
£000 £000 £000 £000 £000 £000 £00¢ £000
Non-current assets
Intangible assets 48,515 - - (3,696) - - (3,696) 44,819
Investments in associates 19,725 - - - - - - 19,725
Piant and equipment 12,269 - - {2,441) . . (2,441) 9,828
Other non-current assets 9,325 - - - - - - 9,325
Deferred tax assets 4,797 - - - 243 - 243 5,040
Financial assets at FVTPL - - - - - - - -
94,631 - - (8,137) 243 - (5,894) 88,737
Current assets
Trade and other receivables 120,096 (1,799) (372) . - (3,285) (,466) 114,630
Current tax assets 945 - - - - - - 945
Cash and cash equivalents 48,957 - - - - - - 48,957
Non-current assets Held-for-sale - - - - - - - -
169,998 (1,799) @72y - - (3,295) (5,468) 184,532
Gurrent liabilities
Trade and other payables (128,256) - (350) - {3.390) - (3,740) (131,906)
Current tax liabilities (1,221) 335 82 (185) - - 239 (989)
Minority shareholder put option liabilities (14,813) . - - 11,312 (2,478) 8,834 (5,979)
Other current fiabilities (4,108) - - - - - - (4,108)
(148,398) 335 (268} (185) 7,922 (2,478) 5326 (143,07
Net current assets 21,600 (1,464) (640} (186) 1,922 (6,773) (140) 21,460
Jotal assats less currant 118,231 (1,484) (840) (8,322) 8,165 (5,773) 6,038) 110,197
Non-current liabifities
Minority shareholder put option liabilities (10,318) - - - 6,758 (3,644) 3,114 (7,202)
Other non-current liabilities (41,845) - - - - - - (41,845
Total non-current fiabllities (62,161) - - - 8,758 (3,644) 3,114  (49,047)
Total net assets 64,070 (1,464) {640) (8,322} 14,923 (9,417) (2,920) 61,150

M&C Saatchi plc
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NOTES

2(h) Impact of misstatements on consclidated income statement for year ended 31 December 2018

As Non-current Financiai
DOVOUSY 4 gimants adsimets  qupuey St adustments o PRI aqugtments  ASrestatad
£000 £000 £000 £000 £000 £000 £000 £000
Billings (unaudited) 609,610 (4,789) - - - {1,169} (5,958) 603,652
Revenue 422,404 (3,869) - - - (1,169} (5,038) 417,366
Project cost / direct cost (167,031) 10 - - - (41) (3a1) (167,062}
Net revenue 265,373 (3,859) - - - (1,210 (5,069) 260,304
Staff costs (182,536) - (379) - (12,880} (273) {13,532) (196,06€)
Depreciation (3,558) - - 521 - - 5 (3,037)
Amortisation (4,730) - - - - - (4,730)
Impairment charges (2,869) (70) - {1,902 - 674 (1 Mme (4,167)
Cther operating charges (46,496) 70 {800} - - - {730 (47,226)
Other gains / losses 1,584 - - - - - 1,584
Operating profit 16,768 (3,859) (1,179) (1,381) (12,880) (809) (20,108) (3,340)
MMMMM_ %HmMmm_Em of 2,895 - - - - (674) (614) 2,151
Finance income 273 - - - - - - 273
Finance costs (2,268) - - - (2,204) - (2,204) {4,472)
Profit before taxation 17,598 (3,859) (1,179) (1,381) {15,084) (1,483) (22,9886) {5,388}
Taxation {6,635) (127) 158 (1,149) 61 105 (952) (7,587)
Profit for the year 10,963 (3,986) (1,021) (2,530) {15,023) (1,378} (23,938) (12,975)
Attributable to:
Ly sharefolders of he 8,255 (3,986) (1,021) (2530)  (12436) (1L378)  (21361)  (13,006)
Non-controlling interests 2,108 - - - (2,587} - (2,587) 121
Profit for the year 10,9683 (3,988) (1,021) (2,530) {15,023} {1,378} (23,938) {12,975)
Earnings per share
Basic {pence) 9.79p (18.52)p
Diluted (pence) 9.15p (15.52)p

The nature and composition of the categories of misstatements presented above is explained below in section 2(c).

M&C Saatchi plc
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NOTES

2018 Adjustments
The adjustments relating to the year ended 31 December 2018 are as described below.

Trading adjustments

Item 2000 Description

Revenue (3,869}  Inappropriate recognition of revenue
Project cost 10 Inappropriate recognition of costs
PBT effect (3,859}

Tax - add back {127}

PAT effect (3,986)

An overstatement of revenue by £3.7million was identified, with a corresponding overstatement
of acorued income, across a number of businesses. One UK business accounted for £1.6million of
this error, the LA business contributed £0.5million and the balance of £1.6million related a
number to of smaller errors amongst a number of other UK businesses,

In addition, another UK business had not appropriately applied IFRS 15 on transition, with the
result that revenue had been understated by approximately £1.0million. This was, however, offset
by £1.2million of inter-company trading costs incurred during 2018, but which had not been
accounted for.

Non-trading adjustments

Item £000

Staff costs (379)  Staff bonuses not acerued in correct period
{ther operating charges (800)  Operating costs not recognised

PBT effect (1,179

Tax - add back 158

PAT effect (1,021)

Adjustments made to staff costs were comprised of two principal items:
»  Failure to acorue for Australian staff benuses at the end of 2018 totaliing £0.2m; and
= No accounting entries made for freelance staff employed at one UK business from
September 2018 until the end of the year.
The ingrease in gther operating charges of £0.8m relates to a number of instances where known
and predictable costs (such as rates) had not been accrued in the pericd to which such expense
related.

M&C Saatchi plc

Non-current asset adjustments

Item 2000 Description

impairment (2,828)  Non-current assets identified as not existing
Reversal of impairment 926

Depreciation (add back) 521 Resultant reduction in depreciaticn charge
PBT effect (1,381}

Tax - additional {1,149)

PAT affact _ {2530

Non-current assets which shouid have been impaired during 2018 include both tangible fixed
assets and intangible assets (software).

Fixed assets were concluded as not existing. In total a net bock value of £2.3m of fixed assets
required elimination. The specific categories of fixed 2sset 1o which these items relate is detailed
in note 18.

Further, as a result of the fixed asset impairments described above for 2018 and 2017 the
depreciation charge for 2018 reduced by £0.5m.

Adjustments required to be made to software intangible assets total £0.5m. Thase relate to an
instance at one UK business unit where, based on the reviews conducted during 2019, intangible
assets had been recognised during 2018 which were not capital in nature (as there was no future
ecenomic benefits due to be generated from the refated cost) and should have been treated as
an expense in their year of occurrence.

There were no adjustments relating to impairment of Goodwill identified for 2018 other than the
LIDA impairment of £0.9million now recognised during 2017, as opposed to 2018, described above
in the pre-2018 adjustment commentary.

Put option adjustments

Item £000 Description

Staff costs (12,880)  Change in judgement affecting the fundamental basis for the
Finance costs {2,204)  accounting of put cptions awarded by the Group

PBT effect (15,084)

Tax - additional 61

PAT effect (15,023)

Adjustments arising through put options are explained in detail at note 2(e). These adjustments
principally arise as a resuit of a reassessment of judgements surrounding the Company’s share
schemes, such as the South African items. This updated view of the judgments has changed the
fundamental basis of the accounting of put options and the application of the refevant elements of
IFRS.
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NOTES

2(d) Impact of misstatements an consolidated baiance sheet as 31 December 2018

Consclidated balance sheet - for the year ended 31 December 2018

Non- .
As Pre 2018 . Put option Financial
Trading  Non-trading currant Total As
Uﬂwﬂ_%.ﬂm w&,%wﬂwm% adlustments  adjustments st MM”M“ m&cﬁwﬂﬂumw m&mm_wmﬂ“_ﬂm adjustments  restated
£000 £000 £000 £000 £000 £000 £000 £000 £000
Non-current assets
intangible assets 49,780 (3,696) - - 388 - - {3,308} 48,472
Investments in associates 9,483 - - - - - - - 9,483
Plant and equipment 13,274 (2,441) - - {1,769) - - (4,210} 9,064
Other non-current assets 4,248 - - - - - - - 4,248
Deferred tax assets 5,887 243 - - - {62} - 181 5,868
financial assets at FYTPL 12,958 - - - - - 1,083 1,083 14,041
95,430 (5,894) - - (1,381) (82) 1,083 (6,254) 89,176
Current assets
Trade and other receivables 150,941 (5,466) (3,714) (239) - (459) 10,924 1,046 151,987
Current tax assets 068 - (105) - (550) - - (655) 313
Cash and cash equivalents 50,065 - - - - - - - 50,065
Non-current assets Held-for-sale 13,108 - - - - - - - 13,106
215,080 (5,486) (3,819) (239) (550} (459) 10,924 391 215471
Current liabllities
Trade and other payables (142,827) (3,740) (148) (940) - (325) {13,490} (18,640) (181,287}
Current tax liabitities (3,318) 232 22) 168 (599) - 105 (128) (3,444)
MinorTty stiarefolder put option (12,327) 8,834 - - - (6.464) - 2380  (8,947)
Other current liabilities (14,812) - - - - - - - (14,812)
(173,084) 5,326 (167) (782) (599) (6,779) (13,385) (18,386) (189,470)
Net current assets 41,996 (140) (3,086) (1,021} (1,149) (7,238) (2,461) (15,885) 26,001
Hm%__mwmma less current 137,428 (6,034) (3,986) (1,021 (2,530) (7,300) (1,378) (22,249) 115,177
Non-current liabilities
Minortty shareholder put option (8,063) 3,114 - - - (695) (73) 2006 (3,817
Other non-current liahilities (42,443) - - - - - - - (42,443
Total non-current llabllities (48,506) 3,114 - - - (695) a3 2,246 (46,280}
Total net assets 88,920 (2,920) (3,088) (1,021} (2,530) (7,995) (1,551} (20,003) 68,917

M&C Saatchi plc
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NOTES

2(e) Put option accounting adjustments

The accounting for put options is set out on page 67 and the significant judgements on page 68. We have fully reassessed the judgement as to whether the put options constitute conditional shares (IFRS 2) or
minority interest put options (IFRS 8); at the same time we have examined the judgements surrounding market and non—market conditions embedded in conditional shares (IFRS 2). The impact of these
adjustments relating to the reporting period ended 31 December 2018 is presented below and the nature of the adjustments explained overleaf.

Income statement adjustments for the year ended 31 December 2018

Change in Variable Cash-settled Change In Total Relating to Relating to
(Friaor regmont  oayments accounting adjustment o iefeety  Yesr TR S
IFRS 9) Foharges YMia  practice  {nota2b) 2a) 2018
£000 £000 £000 £000 £000 £000 £000
Staff costs (114} (10,760} (233} (1,773) {12,880} - (12,880}
Tax expense - - 61 - g1 - ]
Finance income - - - - - - -
Finance costs (2,204) - - - (2,204) - {2,204)
Total income statement effect (2,318) (10,760) (172} (1,773) (15,023) - {15,023}
Attributable to equity sharehglders {1,504) {10,760) (172) (12,436) - (12,436}
Attributable to Non-gontrolling intergst (814) - - (1,773) (2,58T) - {(2,687)
(2,318) (10,760} (172) (1,773) (15,023} - (15,023)
Balance sheet adjustments as at 31 December 2018
£000 £000 £000 £000 £000 £000 E000
Non-current assets
Deferred tax assets - - 181 - 181 243 (62)
Current assets
Trade and other receivables (4589) - - - (4589) - (459)
Current liabilities
Trade and other payabies - - (1,086) (2,629) (3,715) (3,390) (325)
Minority sharehelder put option liabilities 4,858 - - - 4,858 1,312 (6,454)
Non-current liakilities
Minority shareholder put option liabilities 6,063 - - - 6,063 8,758 (695)
Total net asset effect 10,462 - (805) {2,629) 6,928 14,823 (7,895)
Equlty adjustments as at 31 December 2018
£000 £000 £000 £000 £000 £000 £000
Share premium (4,833) - - - (4,933) - {4,933)
Minority interest put option reserve 4,167 - - - 4,167 4,418 (252}
Non-controlling interest acquired 262 - - - 262 - 252
Non-controlling interest (3,646) - - (2,629) (6,275} {4,923} (1,352)
Retained earnings 14,622 = (905) - 13,717 15,427 {1,710}
Total reserves effect 10,462 — (905) (2,629) §,928 14,923 {7,895}

M&C Saatchi plc 91
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NOTES

The changes required to be made to the 2018 Cash-flow statement are as presented below: 3. Exceptional items

Change

£000 Exceptional items relate to the strategic raview and restructuring and costs relating to the
Operating loss {20,108} accounting migstatements. These are shown separately and added back from headline profit to
give a better understanding as to the underlying results of the group.

Adjustments for:
Depreciation of plant and equipment {521}
Loss on sale of plant and equipment 8 Exceptional items for the year ended 31 December 2019 comprise the following:

. . Operating Staff After tax
Impairment of plant and equipment 2,289 costs cost Taxation total
Impairment of associates {674) £000 £000 £000 £000

) ) ) ) Strategic review and restructuring - 4,211 (783) 3,428
Impairment of goodwill and other intangibles {317} PuC forensic fees 710 N (135) 575
Exercise of share-based payment schemes with cash (108) Legal fees 147 - - 147
Equity settled share based payment expenses 10,760 Professional fees 98 - (94) 704

auty pay P Other costs relating to misstatements 300 - - 300
Operating cash before movemants in working capltal (8,673) Total exceptional items 1,605 4,911 (1,012 5,154
Decrease / (inorease) in trade and other receivables (23,155) No exceptional costs were included within the results for the year ended 31 December 2018,
(increase) / decrease in contract assets 14,150

, ) Strategic review and restructuring
(Decrease} / increase in trade and other payables 2,187 As explained on page 8 and 13 of the Strategic Report during 2019 the Board commenced &
(Decrease} / increase in contract liabilities (9,398) strategic realignment of the Group to improve the long-term profitability of the business.
Cash generated from operations {1,889) The year ended 31 December 2019 is the Group’s first year of conducting the strategic review
and associated restructuring. The restructuring of operations has continued into the current
Net cash from operating activities (1,889} year, the cost of which, at the time of signing of the Annual Report, is expected to be

approximately £2.0m. The costs incurred principally relate to those of staff redundancy.
Investing activitias

PwG forensic fees

Acquisitions of subsidiaries net of cash acquired 512 As announced on 12 August 2019 and as explained on page 13 of the Strategic Report the Group
Net cash consumed investing activities 512 engaged PwC to perform a forensic review to provide assistance in terms of attempting to swiftly
resolve the prior period accounting errors described in note 2 which management had identified
Financing activities in 2019. This process has continued into 2020 and furthar costs incurred as a result are
Dividends paid to non-controlling interest 1,781 described beiow.
Cash consideration for noa-cantrolling interest acquired (404) Legal fees and other costs relating to misstatements
Legal advice and other professional costs relating to misstatements have been incurred. Costs
Net cash consumed by financing actlvities 1,377 include assistance provided in terms of public disclosure, the legal consequences of the
accounting errors and increases in fees payabie to the Group’s Auditor during 2019 (disclosed in
Net Increase / (decrease) in cash and cash equivalents - note B).
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NOTES

As a result of subleases held by the Group at the start of 2019 a finance lease receivable of
£2.1million has been duly recognised as shown below in the tabular presentation of the impact of
adoption.

impact of adoption of IFRS 16

As stated in the Finance Director’s Report on page 11, adopting IFRS 16 has resulted in an
increase in earnings for the year ended 31 December 2018 of £0.6m compared to that which
wouid have been recognised under Legacy IFRS.

The effect of adoption IFRS 16 as at 1 January 2019 {increase/(decrease)) upon the balance
sheet is as follows:

increase /
(decrease)
£000
Assets

Right-of-use assets 33,952
Deferred tax assets 1,495
Prepayments {585)
Finance lease receivable 2,069
Total assets 36,931

Liabilities
43,738
Trade and other payables (1,286)
Borrowings (158)
Total liabilities 42,295

Total adjustment to equity

Retained earnings (5,364)

Non-gontrolling interests -
(5,364)

M&.C Saatchi plc

The following table reconciles the opening balance for the lease liabilities as at 1 January 2018
based upon the operating lease commitments as at 31 December 2018;

£000
Operating [ease commitments as at 1 January 2019 42,006
Shart term / low value leases rot included in lease liabilities (1,587)
Leases not previously reported as operating lease commitments® 8,269
Gross lease Habllitles at 1 January 2019 48,708
Effect of discounting {5,127
Additional lease liabilities at 1 January 2019 43,581
HP included in horrowings at 1 January 2019 158
Lease liabilities 1 January 2019 43,739

* These items had been included for the purposes of regognition of expense in the 2018 income statement but
were omitted for the purposes of disclesure of future operating lease commitments within the 2018 Annual
Report. See note 2 for detail,

The weighted average incremental borrowing rate as at 1 January 2019 was 4.2%,

5. Segmental information

Headhne segmental income statement
Segmental results are reconciled to the income statement in note 1. The Board review headline

results.

The Group’s aperating segments are aligned to those business units that are evaluated regularly
by the chief operating decision maker (“CODM™}, namely, the Board, in making strategic
decisions, assessing performance and allocating resources. The operating segments comprise
individua! country entities, the financial information of which is provided to the CODM and is
aggregated into spacific gecgraphic ragions on a headline basis, with each geographic region
considered a reportable segment. Each country included in that region has similar economic and
operating characteristics and those products and services provided by entities in a geographic
region are all related to marketing communication services and which generally offer
complementary products and services ta their customers

From 2020, as part of the Group’s ongaing strategic review, we are evaluating alternative ways of

analysing and presenting financial information te the CODM, over and above the geographic
segmentation.

95



2/d 1yoreRS OBW 96

"810Z 40 5107 Jauyia Juiinp pasiugooad (2101 8} 40 40| UBY] Ja128.3 10 UOIINGIJIUCD BNUSAAI 13N B YIM JBLIOISND [RAPIAIDUI U WO} PSALISP 913M SaNUaASH ON

*b BI0U 18 pUN0} 9q UBD §| SH4| 03 uojISuR.} §,4n0J9 3y} Jo
s|ie18p |In4 “Ajere.edes umoys u2eg Auanbasuco saey SIUNOWE 83y} 1Joday [BNUUY JBSA U8.IND By} U] "8ATelzdWIo §|OF OU BABY UDIYM GLOZ Ul S981RYD 2OUBUY PUE UCHEIDAIGEP JO LOKIUBODa. 8yl 01 pa| 5By §| SH4| Jo uondope ay| ,,
~Jeak ay] ul Jaxew uesioep Junelado Jaiys ay) Aq pamalaad AlJeinds. jou slem sway asslyL .

dog'g $d3 Jiseq euj|peay
g.0'e (oL} 00g') 00v'% 108 e0v'L e10g dnoup sy Jo sdapjouadaeys A}nba 01 dqRINGIIIIE (S50]) / WI0Jd
(L06't) - (50g) ez'D) (8e2) (852) (z8'e) 818849701 Bulj|C1JU00-UON
096'zL (oL1'p) 505'L ¥89'e S8 7e8'l $6¢°1L Jedk 8u) J0j (SS0]) / 1304d
(202'9) Zee’L (660°L) (sge°L) @®L3) (ge1'n (9252) uoljexe]
g8z'sl (Fet'D) ¥09'2 62g'a 80’1 18L's 0181 UDFEXE) 84043( (S50]) / 1J0dd
(op'l) - (291) {(eg¢) (8S¥) (atrL) (56%) .(58588| 01 Bulle|3.) 1500 pUE BLLCDU [eIOUBUIY
kL) {¥48] (568) 984 Ll @@L (1)) (58583| BUIPNOX8) 1509 PUB ALWCOU [eloueUl
02z - 159¢ (rz1) - ©) - AP PUR $BIBIJ0SSE [0 S1NSa. JO 8JRyS
21802 (e'n SoL'g 009's 805°L 810'¢ Paa'vl (ssop) / 1o.d BupjeJsdg
043 - 0S¢ - - - - 58550|/5ued Jay10
(aga'sp) (898°2) @' (vvz'oL (8123 (9LL'9) (836°32) sagJeya BuneJado JeyiQ
{62) - - (6&1L1) @9 (23) (103) uonesflowy
{8506} - (67K d) (309G} (LG8} 8ot} (80.°G} £ I588) — UGiEITaIde]
(0eg'e) - (629} (L18) (6v2) (yeg) ee') ..9583] UoU — Uonelsgudag
(reg'eLl) (205't) (252'98) (g60°ct) (1ge'Ll) (812'c2) (9.£'19) 81800 JJBlS
9eY'09g - gog'Ly £e5'v eog'el 01508 Lgg'eolL BNUBABJ I8N
520°18¢ - 6328 09108 206'¢e res'sy 882961 .anuanay
0zt'198 - 819 088°vPL 9z1'0e ¥L2E8 897002 Jpaypneun) sduyg
0003 0005 0003 0005 0005 0003 0005 610g Jaqwagdaq | g papua Jesp
|eljol 891110 peeH SeJJawy M".__M.._M_mwﬁa. MMN_MFM_W“_NE adoun3 NN

coo “ﬂhcz




NOTES

UK Europo oG Atrioa Australa  Americas  ggid Tota
Year ended 31 December 2018 £000* £000 £000 £000° £000™ £000 £000 #
BHlings (unaudited)" 265,167 64,339 34,727 168,537 70,892 - 803,852
Revenue* 166,708 60,190 31,567 98,134 62,769 - 417,368
Net revenue 92,022 34,185 15,790 84,089 43,638 - 250,304
Staff costs (62,429) (22,832) {10,660) (46,257) (29,798} (3,708)  (175,784)
Depreciation —non lease** (1,154) (314) (308} (786) (475) - (3,037)
Depreciation - lease™* - - - - - - -
Amartisation of software intangibles (154) (20) (21} (98) - (10) (303}
Impairment (2,898) - - - - - {2,838)
Other operating charges (15.897) (5,917) (3,634) (12,356) (8,084} (1,328) (47,226)
Other gains/losses - 444 - - - - 444
Operating profit / (loss) 9,490 5,426 1,167 5,192 5271 (5,048) 21,500
Share of results of associates and JV 2,354 (13 - 433 51 - 2,825
Financial income and cost (excluding leases)** (101) @n 83 90 {511} (385) (855)
Financial Income and cost {relating to leases)** - - - - - - -
Profit / (loss) before taxatlon 11,743 5,382 1,250 5,715 4,811 (5,431) 23,470
Taxation (4,085) (1,879} (260) (1,987) (1,126} 1,032 (8,315}
Profit / (loss) for the year 7,658 3,503 990 3,718 3,685 {4,399) 15,155
Non-controlling interests (1,331) {452) (389) (1,189} (528) - (3,899}
Profit / {loss) attributable to equity shareholders of the Group 8,327 3,051 601 2,529 3,147 (4,399) 11,258
Headline basic EPS 13.34p

# Restated, see note 2.

* These items were not regularly reviewed by the chief operating decision make in the year.

** The adoption of (FRS 16 has led to the recognition of depreciation and finance charges in 2019 which have no 2018 comparative. in the current year Annual Report these amounts have corsequently been shown separately. Full details
of the Group’s transiticn to IFRS 15 can be found at note 4.

*** The component elements of the restatement required are as detailed and explained in note 2. All restatements relate to the UK operating segment except for the following: (i) recognition of £0.2m staff expense relating to unacerued
bonuses in the Australian business; (i) write off of £134k other debtors incorrectly recognised in the NY business; {iii) impairment of £320k of trade and other receivables recognised by the LA business which was inappropriate ta be so

recognised; and (iv) £385k of corporation tax in India,

M&C Saatchi plc
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NOTES

Non-current assets other than excluded items

2418 2018
Year ended 31 December £000 £000
United Kingdom 51,542 25,284
United States of America 17,018 14,884
Australia 11,370 7,484
Asia 3,633 10,692
South Africa 1,212 2,2M
Midale East 899 868
France - 810
Europe (exciuding France and UX) 6,446 2,484
Other countries 6,084 142
Total non-current assets other than excluded items 97,084 65,020
Non-current assets excluded from analysis above:
Deferred tax assets 5,285 5,868
Trade and other receivables - -
Tax recoverable - -
Other finangial assets 18,774 18,288
Total non-current assets per balance sheet# 122,043 89,176
# restated, see note 2
Allocation of non-current assets by country is based on the location of the business units. items included
comprise fixed assets, intangibie assets, IFRS 16 assets and equity accounted investments,
The large increase in non-current assets in the year is caused by the adoption of IFRS 16 Leasing (note 4},
2018 2018
Gapital expenditure £000 E000
UK 2,462 2,680
Europe 38¢ 291
Middle East and Africa 513 23
Asia and Australia 516 1,239
Americas 240 196
4,001 4,631

M&.C Saatchi plc

Non-controlling Interests material te the Group

Set out below is summarised financial information for each subsidiary that has nen-gentrolling
interests that are material to the group. The amounts disclosed for each subsidiary are before

inter-company eliminations

Summarilsed balance sheet

Current assets
Gurrent labilities
Current net assets

Non-current assets
Non-current liabilities
Non-current net assets
Net (liabliities) / assets

Accumulated NC!

Summarised statement of
comprehensive income

Revenue

Profit for the peried
Other comprehensive income

Total comprehensive income

Profit allocated to NCI

Dividends paid to NCI

Bohemia
2019 2018
£000 £000
8,561 10,541
(10,174) (11,232)
(1,613) (691)
1,503 027
{528) (45)
g7h 882
{638} il
(536) {1456}

Bohemia
2019 2018
£000 £000
5,508 6,041
667 1,058
667 1,058
27 576
678 724

99



/d 1yalees OB

“PRLINDLY SB Pasuadxa Ajielaual aJe 10RAU0D B JO JUBLIJYN) BUI OY UDITE[a. Ul pa.Jnaul 51507
51503 jo JUaLIEE.)]

"95U3dxa UR SR PapJods. Junouwe

BUIpLOCSaLI00 B UM Pajig JUNOWR $50J3 au] $B pasiufonsd osje aJe ‘[aAR] SB Yons 81809 J9xgod
-40-1N0 J0BIIM03 BY} JO SWB) 3y} AG 3|QBMO|E LBYM PUR Pa||Iq JUNOWE SSOJF AU | papJadal
anugAaJ syl [ediduiid Se $108 dnOJD) ayl UM "anusAad WoJg papniaxe aJde 3| ddns jeulalxe
Y1im paJanau) s1807) "paulelad UngLUR 18U ayl S| papJ00ad anuaAald ay] ‘Juage Ue Se 108 am uaym

*Jg 88ed U0 punoy aq ueg

WwawaBpnf Juesyudis sk Jupunoldns sjelag Tediouad se Bunoe s) dnodn syl papnjauod Ajeoidil
S| 31 9OUBISUI $IY] U[ "J3WOISND SU) 03 SSAAJAS 8SOU] O JBJSURI] ay) 0] Jolud $30IAI3S payInads ayl
[043u09 o} pagpn( s) dnoJn 8yl JaUIBYM S| JUSLISSISSE SIU1 U Pasn Joieolpdl Atewd 9y -Juafe

JO [edidulud se Fulloe s| dnoJg) aul Jay1aymMm $3ssasse dnolD aul ‘pauiuep) uonedigo asuewioed
yora 4o} ‘Uayl 19811003 B JO SWwJal syl §uln) Ul paaicau 81 Janddns ALied-paigl e usum

Juafe s [edioulid

"papiAc.d S 31 SE 90IAJ3S By} |0JIU0D A3LI JBY) yans

JUBWUBGISSE 8y JO 9SJN03 3y} Fulnp JYSISI3A0 [BII0YPS SISXa JU8)D 8yl (1) Jo Juswked o3 B
8|qes0J0JU3 UR §uiaq 248yl pue dnoy ay) 01 3N SANRUIGIE OU SABY SI0RIIU0I BU) JO SWJaL Ayl
Japun pajeJausd $1asse all (1) 1B 108} BY3 JOYNA UC PASEY S| Siy] "W JBAC PasIuBooa. AeoidAl
S| ANUAAA *SJUBLIOISNI YLIM OJU| PaBIUE SIUBWSEURIE [BNIORJIUCD U} JO SWIS) Ay} Uo pased
BNUBAGL JO JUBLIS HISBSY

‘(P)a 810U U] paplroJd 81 UoI3BISIeS JO UJayied [egidAy Jiayl o1 uollippe u) dnoJd auyy Ag papiacud
5901A43S JO SadA] LIBW BY3 JO SWJS] Ul §UISIIE SUOHBRYG0 BaUBW.I0LIAd JO UOISSNISIP JayLIn

-a01ud §ul|jas auoe

-puels Jiay) 03 woododd u) sucied)qo sovewJI0)ad 2yl JC UOES 0} PIIBDO|E S 1IRIUCD SUY] WO
pal.Jea aq 01 8NP UCIEJI3MSUDD BU] ‘SB0UELSU 85aY) U} "SuoeSia0 ieJedas Se 10} PRIUR0IDR
aJe £3Y] USYY JORIILCD AU} LIyNM 10UISIP 3B YIIym S8I1AJ8S LNIM SIORIUOI BB 93] BJsUM

0oL

*uojledi|go souewwJciled 3(uls B Se 10§

PIIUNOODE St S20IAIBS JO Wedewe siy) ‘AiBupJo00y “JSW0IsNI 9y} 0] J3)SUB.] JO UJa)Eed alles Ay}
UlIM dwies ay3 AjjEIuBISGNS SJE Jey? S3JIAJIBS L0 S91JaS B BSaudad o] 10 (gg aed uo jualuagpnl
Wweoyiugis 888) pajeJFalul JaYls aq 0] Po.JapISuod SJE PaJispudJ ag 0} SA0IAJSS BY) Jey)

LoNS 2. S10BJILOT 3U] 10 SWWJ8] 8y ‘Aeadk | Lualiag.gde a1l W lualayul suonedias asuewloniad
3Y) s8yuap! dnoJs 8yl JAWoisNI B Ylm JUsWaFuBIIe [ENJORIILOD M3U B JO UO[Idanul Byl Iy
SHONBFHGO BIUBLIIOLISS

‘lediourud se Buioe 8Je 8M 8JsUM SIUSH2 JN0 0} pad.Leyds.
£1809 Alied-pJiyl JO SAISNIOX3 §) BNUBAS JBN “SaXE] $3|BS PUR | YA 10 SAISHIXS PAlRIS S| anuasay

sajo|jod U0 UF0oDd anuaneY (B)9

*(G 810U) 90UBWIIOLIAE $SAUISNG JO 2118W AaY
B SE S18pP|0UaYRIS JaY10 puB WA0: 8Ul AQ pamalnad §) pUB 8UNSEBW 4yyD)-UOU B S| anusAsd 18N

uafe ue se

aleJado am WOYM YNIM SILBID JO J[BYSA UC paJlniul 81509 Ag pajuasaJda. s| anuaaay pue sdulg
uaamiaq aJndly BUIOUBIEG BY awil Ul luiod e 1 pasiufonad 8q o} 8Np $8|GEAIB08. JaYJ0 pUR
apeJ; Jo wniuenb 3y] SBOUSNJUI 1| S PSPNIOU| S} PUR 84NSEALI (yyD-UOU B §1 SBUN|Ig "SOXE] Sa|RS
PUE 1WA J0 SAISNOXS PAIEIS §I PUB $IUSKD 01 9)qQB)IG JO ‘P8l SIUNOLWE $S0J3 |8 981Jdwoa sduig

SJaeIsNo Yiim s108J1U0 LLOJ] SNLUBARY 9

. sjuajennba
(862°¢) 255 YSBO PUR LSO U} (95BBJDAP) / BSBBIIU) 19N

(6ge'L) 6222

(096°1) (£89'1) S3IHIANDE uioURUl WO

SanAe Julsaul Wo.y
salliAnoe §unesado Wold4

s000% S000F
§i02 6102

eluayog $MO]) YSed pas|Jewwng

SI10N




NOTES

Supplier discounts and rebates

The Group receives supplier discounts and rebates from certain suppliers for transactions
entered into on behalf of clients. As explained in detail on page 69, management judgement is
invelved in how these rehates are accounted for,

Further detail of the revenue recognition policies applied by the Group in terms of the different
categories of contractual arrangements entered into with clients can be found at nete 6(d).

G(b) Disaggregation of revenue

The Group monitors the compositicn of revenue earned by the Group on a geographic basis. The
disaggregation of this revenue is as follows:

Middle Asia and

114 Europe Eastand Australia Americas Total
Africa

£000 £000 £000 £000 £000 £000

Year ended

31 December 2018% 166,706 60,190 31,567 86,134 62,769 417,366

31 December 2019 158,786 45924 33,906 90,160 52,249 381,025
# Restated, see notes 2 and b,

B(c) Assets and liabilities related to contracts with customers

Contract assets and liabilities arise when there is a difference (generally due to timing) in the
amount of revenue whigh ¢an be recognised and the amount which can be invoiced under the
terms of the contractual arrangement.

Where revenue earned from customers is recognised over time, many of the Group's contractual
arrangements have terms which permit the Group to remit invoices for the amount of work
performed to date on a specific contract (described in cur accounting policies as 'Right-to-
invoice'). Where the terms of a contractual arrangement do not carry such right to invoice then a
contract asset is recognised cver time as work is performed until such point that an invoice is
allowable to be remitted.

Where revenue earned from customers is recognised at a point in time then this will be
dependent on satisfaction of a specific performance cbligation. At such point it is usual that there
are no other conditions required to be met for receipt of consideration ard as such a trade
receivable is recognised at this point upon raising of invoice, otherwise it is recognised as a
contract asset.

Contract liabilities comprise instances where a customer has made payments relating to services
prior to their provision. Where payments are received in advance, IFRS 15 requires assessment
of whether these cash transfers contain any financing component. Under the terms of the
contractual arrangements entered into by the Group, there are no instances where such
financing elements arise. Thig is the case even for thase arrangements where the Group receives

M&C Saatchi plc

monies more than a year in advance by virtue of the terms of the contractual agreement s
entered into.

There have been no acquisitions in the year and consequently no effect on our Client receivable
positions. The prior year acquisition of Scarecrow Gommunications Ltd and M&C Social Ltd (note
13) resulted in an increase in trade receivables of £811k and contract assets of £200k in 2018.

in 2019 £106k (2018, £204k} was recegnised as a provision for expected losses on trade
receivables in line with the requirements of IFRS 9 (note 21).

Set out below is the amount of revenue recognised from:

2019 2018
000 £000
Amounts included in contract liabilities at the beginning of the year 32,284 16,585

Performance obligations satisfied in previous years - -

All contract assets recognised at 31 December 2018 were invoiced in the year.

8(d) Revenue recognition policies and performance obligatlon satisfaction by
category of services performed

Further details regarding revenue recognition and performance obligations of the Group's main
service offerings are summarised below.

Provision of advertising and marketing services

Our provision of advertising and marketing services to our clients typically meets the criteria
identified on page 100 of note 6(a} which IFRS 15 states as permissible to recognise revenue over
time. The quantum of revenue to be recognised over the period of the assignments is either
based on the right-to-invoice’ expedient or when the milestone deliverable is complete,
depending on the contractual terms. The primary input of alt work performed under these
arrangements is labour. As a result of the direct relationship between labour and cost there is
normally & direct correlation between costs incurred and the proportion of the contract
performed to date. Where projects are carried out under contracts, the terms of which entitle
the Group to payment for its performance only when control passes at a delivery date or a
milestone, then fees are recognised at the time that payment entitlement ocours.

The provision of advertising and marketing services can encompass provision of a range of media
deliverables in addition to development and deployment of a media strategy. Regular assessment
of the effectiveness of the project with regards to the objective of the contractual arrangement
may also be included. Cften the range of services provided within these arrangements is
considered to be integrated to an extent that no separabie performance obligations can be
identified other than a single over-arching combined performance obligation relating to the
delivery of the project - this involves management judgement as detailad on page 68. In these
instances, revenue is recognised over time as the performance ohligation is being satisfied.
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NOTES

1. Staff costs

Pensions

Contributions to personal pension plans are charged to the income statement in the period in

which they are due.

Bonuses

Bonuses are given on an ad hoc basis or as otherwise agreed and are accrued in the year to

which the services performed relate when there is an expectation these will be awarded.

Staff costs (including Directors) comprise:

2018 20184

Year ended 31 December £000 £000
Wages and salaries 152,608 151,273
Social security costs 18,216 17,782
Defined contribution pension scheme costs 2,217 2,088
Other staff benefits 4,504 4,611
177,545 175,784

Dividends pald to holders of IFRS 2 put options MM% nwwﬂw

Allocations and dividends paid to conditional share award holders 5,841 3,106
5,841 3,106

Share-based ingentlve plans

Cash settled 342 314

Equity settled 10,266 16,864

Total staff costs 193,984 196,068

# Restated, sea Note 2

Staff numbers

UK 702 8371

Europe 335 364

Middle East and Africa 348 289

Asia and Australia 807 B34

America 302 273

2,492 2,597

M&C Saatchi ple

These staff numbers are based on our menthly average staff number.

Pensions

The Group does naot operate any defined benefit pension schemes. The Group makes payments,

on behalf of certain individuals, to personal pension schemes.

Payments of £2,217k {2018: £2,371k) were made in the year and charged to the income statement
in the period they relate to pensions. At the year end there were unpaid amounts included within

accruals totalling £48k (2018: £17k).

Key management remuneration

2018 2018%

£000 2000

Short-term employee benefit 3,399 2,878
Post-employment benefit 4 17
Share-hased payments 384 3,hh2
Total 3,787 8,447

# Restated due to change in option charge
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NOTES

10. Taxation

Current tax

Current tax, including UK and foreign tax, is provided for using the tax rates and laws that have

been substantively enacted at the balance sheet date.

2019 20184
Year ended 31 December Note £000 £000
Taxaticn in the year
- UK (330) 2974
— Overseas 3,280 6,507
Withholding taxes payable 38 -
Utilisation of previously unrecognised tax losses - (25)
Adjustment for over provision in prior periods (538) (447)
Total 2,450 9,009
Deferred taxatlon
Origination and reversal of temporary differences 1 431 (1,821)
Adjustment for under provision prior periods 1 370 399
Effect of changes in tax rates " 13 -
Total 806 (1,422)
Total taxation 3,256 7,587

# restated note 2.

M&C Saatchi pic

The differences between the actual tax and the standard rate of corporation tax in the UK applied

to statutory profits for the year are as follows:

2019 2019 2018%  2018#

Year ended 31 December £000 % £000 %
Loss before taxation (8,573) {5,388)
Taxation at UK corporation tax rate of 19.00%

1,628 19.0% 1,024 19.0%
(2018: 18.00%)
Tax effect of associates 1 0.0% 837 10.0%
Non-contraliing interest share of partnership income 317 4.4% 284 5.3%
Expenses not deductible for tax (442) -5.2% (2,291)  -42.5%
Option charges not deductible for tax* (3,129) -36.4%  (3,803) -70.7%
Different tax rates applicable in overseas _ R
jurisdictions* (1,489) 17.1%  (1,421) 26.4%
Effect of changes in 1ax rates on deferred tax (5) -0.1% - -
Withholding taxes payable {39} -0.5% - -
Utilisation of previously unrecognised tax losses - - 25 0.5%
_pecmﬁsma for current tax over provision in prior 538 6.3% 447 8.3%
periods
Adjustment for deferred tax (under) provision
in prior periods {370) -4.3% (399) -1.4%
Tax losses for which no deferred tax asset was
recognised {451) -5.3% (317) -5.9%
Fair value adjustments on minority sharehotder put _
aptions {5386) 8.3% (592) -11.0%
Nil tax on disposal of associates® 2,749 32.1% - -
Impairment with no tax credit* (2,109 -24.6% (1,081) -20.0%
Total taxation (3,256) -38.0%  (7,587) -140.8%
Effective tax rate -38.0% -140.8%

# restated note 2.
* Described below

We expect large variations in future statutory tax rates due to sharg-based payments {option
charges), put options and investment in subsidiaries being capital in nature and non-deductibie to
carporation tax. Over the last five years the statutory tax rate has been between -96% and 93%.
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NOTES

11. Deferred taxation

Deferred tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consclidated

financial statements. Deferred tax is not, however, provided for temporary differences that arise

from: (i) initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profits or
less, (ii) on the initial recognition of Goodwill.

Deferred tax is determined using tax rates (and laws) that have been enacted or substantively
enacted by the balance sheet date and are expected to apply when the related deferred tax
asset is realised or the deferred tax liability is settled.

Deferred tax assets are recognised to the extent that it is probable future taxable profit will be
available against which the temporary differences can be utilised.

Deferred tax is provided on temporary differences arising on investments in subsidiaries and
associates, except where the timing of the reversal of the temporary difference is controlled by
the Group and it is probable that the temporary difference will not reverse in the foreseeable
future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to
offset current tax assets against current tax liabilities and the Group intends to settle its current
tax assets and current tax lia i

The following is the deferred tax asset (liability) recognised by Group and movements in 2019 and

2019 2018#
At 31 December

£000 £000
Deferred tax assets 5,285 5,868
Deferred tax liabilities (3r1) {1,444)
Net deferred tax 4,014 4,424

# restated see note 2.

M&C Saatchi plc

2018.
Working
capital
Intangibles m__o,_mwn._."ﬁmmw_ _om.hww differences#
Total
£000 5000 £000 £000 £000
At 31 December 2017 977 61 1,463 1,778 4,279
1 January 2018 - IFRS 9 _ _ _
adjustment (691) (691)
Exchange differences 132 - 22 (48) 106
Income statement
credit/(charge) 696 22 177 27 1,422
Acquisitions (692) - - - (692)
At 31 December 2018 1,413 83 1,662 1,266 4,424
1 January 2019 - IFRS 16
adjustment - - - 1,485 1,486
Exchange differences {(56) (1 (10 (72) (189
Income statement
credit/(charge) (1,038 (33) ®9) 855 (806)
At 31 December 2019 298 49 1,523 3,044 4,914
# restated note 2.
107
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NOTES

13. Acquisitions 14. Cash consumed by acquisitions

During the period the Group has spent the following amounts of cash to acquire equity in

m:cm_,a_m_.z acquisitions subsidiary companies and associates:

The acquisition of subsidiarigs is accounted for using the acquisition method. The cost of

acquisition is measured at the aggregate of the fair values of the assets given, liabilities incurred, 2019 2018
or subsumed, contingent consideration and equity instruments issued by the Group in exchange £000 £000
for control. The identifiable assets and liabilities {including contingent liabilities) acquired which Exercise of share-based payment schemes with cash
meet the conditions for recognition under IFRS 3 are recognised at their fair values at the date of _ M&C Saatchi Network Ltd (3.475) _
acquisition. ~ M&C Saatchi GAD Holdings SAS (1,989) -
The interest of minority shareholders in the acquiree is initially measured at the minority's — Small purchases of non-controlling interest’s equity (141) {108)
Al acquisition costs are expensed to the income statement in the period that they occur.
Cash consideration for non-centrolling interest acquired
— SS+KLLP* (3,086) {193)
There have been no acquisitions during the year. - M&C Saatchi Berlin GmbH (199) -
- Small purchases of non-controlling interest’s equity 4) (12)
During the prior year the Group obtained a controlling interest in both M&C Saatchi Social Ltd — Clear USALLC - {199)
(located in the UK) and Scarecrow Communications Ltd (situated In India}. Other than changes in Total paid to acquire additional shares in subsidiaries (3,269) (404)
the value of deferred consideration relating to Scarecrow Communications Ltd {see note 15)
there have been no adjustments recognised in the current period relating to these 2018
transactions. . -
Acquisitions of subsidiaries net of cash acquired
- M&C Saatchi Social Ltd - (422)
- Deferred and contingent consideration paid (note 15) (835) -
Less cash and cash equivalents acquired - 1,375
Acquisitions of subsidiaries net of cash acquired (635) 953
Associate cash consideration
- Technology, Humans and Taste LLC - (904)

* In the year equity was acquired in two companies with NC! for cash and equity. Due to one of the
companies having net liabilities the movement in non-controlling interest reserve was immaterial.

M&C Saatchi plc
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NOTES

Goodwill 31 Goodwill 31

December December

2019 2018
Cash generating units (CGUs) £000 £000 Ssgment
M&C Saatchi (UK) Ltd* & - 514 UK
LIDA Ltg* & - - UK

M&C Saatchi Sport & Entertainment

e P 1,184 1,184 UK
M&C Saatchi Mobile Ltd* 4,283 4,283 UK
M&C Saatchi Merlin Lid* 765 765 UK
Talk PR Ltd* 525 625 UK
M&C Saatchi PR Lid* & ** - - UK
Clear Ideas Ltd** 5,008 9,508 UK
M&GC Saatchi Advertising GmbH 1,317 1,395 Furope
M&C Saatchi Madrid S.L.** - 444 Europe
”\_omm%mag_ Migdle East Fz LLC 699 797 Middle East and Africa
%%M_mzbﬁmuﬂ%ﬂsm Agency (Pty) Ltd 956 966  Middle East and Africa
ﬁw%_,m%@n:_ Agenoy Pty Ltd 2,740 2,902 Asia and Australia
Bohemia Group Pty Ltd (Australia)® 1,792 1,867 Asia and Australia
Shepardson Stern + Kaminsky LLP* 5,481 5,711 Americas
LIDANY LLP (MCD) 5,509 h,h%2 Americas
Scarecrow Communications Ltd 700 A Asia and Australia
M&C Saatchi Social Lid 2,612 2,612 UK
Hﬂm_ %mmﬂ.mm mQCm with goodwill less 85 533 Various

Total 33,566 40,302

Goodwlli# wzq.mmhw_ 1m_%nﬂwwmﬂmm mo.M. M_M_H_.M Total
£D0C £000 £000 £000 £000

Cost
At 31 December 2017# 53,916 8,394 11,875 1,863 76,048
Exchange differences 814 - 189 (37) 966
Acquired - - - 1,046 1,048
Acquired through business
o 8 3,718 552 2,307 98 6605
Disposal - - - {23) (23)
Elimination
Emasam_wm:m © B - B (652) (652)
At 31 December 2018 58,448 8,946 14,371 2,225  B3,990
Exchange differences {1,343) (17D (281) (51)  (1,852)
Acquired - - - 1,710 1,710
Disposals - - - (286) {286)
At 31 December 2019 57,106 8,769 14,090 3568 835462
Accumulated amortisation and impairment
At 31 December 2017 16,694 5,217 8,480 B38 31,229
Exchange differences 183 1% 153 (8) 347
Amortisation charge - 2,057 2,370 303 4,730
Impairment# 1,269 - - 603 1,878
Disposal - - - (14} (14}
- - -
At 31 December 2018 18,146 7,283 11,003 1,076 37518
£xchange differences (481) (126) (242) (33) (892)
Amortisation charge - 924 1,647 394 2,865
Impairment 5,874 - - - 5,874
Disposal - - - (20 (20)
At 31 December 2019 23,539 8,091 12,308 1,417 45,366
Net book value
At 31 December 2017 31,222 3117 3,395 1,025 44,819
At 31 December 2018 40,302 1,603 3,368 1,149 46,472
At 31 December 2019 33,566 678 1,782 2,181 38,207

#Restated, see note 2.

M&C Saatchi plc

" As a prior year adjustment M&C Saatchi UK Group CGU has been sphit into its compenent parts. The CGU
split was based on the 2017 budget that was set at the time of the that the 2016 the business reorganisation

occurring that caused the CGU to split.

** Impaired, in the case of LIDA Ltd and M&C Saatchi PR Ltd, if we had knowledge of the prior year adjustment
during the 2017 audit, and UK Group CGU has been split intc its component parts (as was proposed) then a
£2,655k impairment would have occurred in relation to these CGU's. This impairment has consequently been

posted as a prior year adjustment (note 2).

Apart from these CGUs, whose movements are described in this note, all other movements in the
table above are due to foreign exchange differences.
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NOTES

17. Investments in associates and joint ventures

An associate is an entity over which the Group has significant influence. Significant influence is the
power t0 participate in the financial and operating palicy decisions of the investee but has neither
control nar jeint control over those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the
arrangement have rights to the net assets of the joint venture. Joint centrol is the contractually
agreed sharing of control of an arrangement, which exists only when decisions about the relevant
activities require the unanimous consent of the parties sharing control.

Carrying value

The carrying value of an equity accounted investment comprises the Group's share of net assets
and purchased goodwill and is assessed for impairment as a single asset. The carrying amounts
of the Group's equity accounted investments are reviewed at each balance sheet date to
determine whether there is any indication of impairment,

Investment In Proportion of

assoclate voting rights
Country of 2018 2018 2019 2018
incorporation
Nature of ar

business  registration

Reglon & Name £000 £000 2018 2018

The Group invests in associates and joint ventures, either to deliver its services to a strategic
marketplace or to gain strategic mass by being part of a larger logal or functional entity.

As described in note 35, towards the end of 2018 the Board finalised plans to dispose of Biue 449,
This investment was sold at the start of 2019 and was therefore held as a current asset as at
31 December 2018.

2018 2018
December 31 £000 £000
Investments intended to be held in the long term 3,780 9,483
Investments categorised as held-for-sale - 13,106
Total equity accounted investments 3,780 22,688

M&C Saatchi plc

UK

Walker Media Ltd Media buying UK - 13,106 - 25%

Europe

M&C Saatchi
[stanbul

Asla and Australia

M&C Saatchi
(Hong Kong) Ltd

February
Communications
Private Ltd

Mé&C Saatchi Ltd
Love Frankie Ltd

Advertising Turkey 14 3 25% 25%

Advertising China 2,258 8,234 40% 40%

Aadvertising India 24 32 20% 20%

Advertising Japan 24 23 10% 10%
Advertising Thailand 157 138 25% 26%

Amerlcas
Technology,
Humans and
Taste LLC
Santa Clara
Participacoes
Ltda

Total 3,780 22,589

Advertising USA 1,089 1,063 30% 30%

Advertising Brazil 214 - 25% 25%

The Group also holds a 10% equity stake in a Lebanese branch and a 50% equity in a Pakistan joint
venture. As at the end of the year this has a carrying value of both entities was ENIL (2018; ZNIL).

13
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NOTES

Additional disclosure relating to the single material associate held by the Group (AEIQU) is as
follows:

Summarised balance sheet AEIOU
2019 2018
£000s £000s
Current assets 5,175 6,782
Current liabilities (2,623) (3,545)
Current net assets 2,652 3,237
Non-current assets 388 157
Non-current liabilities (62) -
Non-gcurrent net assets 326 157
Net assets 2,978 3,394

18. Plant and equipment

Tangible fixed assets are stated at historical cost less accumulated depreciation.

Depreciation is provided to write off the cost of all fixed assets, less estimated residuat values,
evenly over their expected useful lives.

Depreciation is calculated at the following annual rates;

Leasehold improvements
Furniture and fittings
Gomputer equipment
Other equipment

Motor vehicles

- Lower of useful life and over the period of the lease
- 10% straight-line basis
— 33% straight-line basis
— 25% straight-line basis
- 26% straight-line basis

The need for any fixed asset impairment write -own is assessed by comparison of the carrying
value of the asset against the higher of fair value less costs to sell and the value in use.

Assets under construction are recognised at cost and only commence depreciation once the
assets are completed and ready for use.

M&.C Saatchi plc

Furniture,
. Leasehold fittings  Computer Motor Total
improvements and other equipment vehicles
equipment
£000 £000 £000 E000 £000

Cost
At 31 December 2017# 9,185 7,339 7,122 198 24,444
Reclassifications (641} 425 {990) - (1,206)
Exchange differences (14) 22 3 (11} 34
Additions 1,556 853 2,185 73 4,637
Acquisition of subsidiaries 50 17 8 - 135
Disposals (253) (62) (232) (152) (699}
Restatement eliminations# {1,061} (3,127) (3,079) - (7,967}
At 31 December 20184 8,822 5,527 5,621 108 20,078
Exchange differences (218} (170) (149) {4) (538}
Additions* 2,166 409 1,489 27 4,001
Disposals (474) (379) {852) (85) (1,770}
At 31 December 2019 10,299 5,587 6,109 66 21,861
Depreciation
At 31 December 2017# 4,065 4,908 5,545 98 14,616
Reclassifications (534) 236 (924) 4 (1,218)
Exchange differences 10 38 43 (5) 86
Depreciation charge 1,060 184 1,162 3 3,037
Disposals (187) (18) (210) (114) (529)
Impairments# 329 680 680 - 2,289
Restatement eliminations# (1,081) (3,127} (3,079) - (7,267)
At 31 December 20184 4,282 3,501 3,217 14 11,014
Exchange differences (119 (133) (127) (1 (380)
Depreciation charge 1,265 850 1,245 30 3,350
Disposals {bo8) (241) (739) (40) (1,618)
At 31 Decamber 2019 4 830 3917 3508 3 12408
Net book value
At 31 December 2017 5,120 2,431 2,117 100 9,828
At 31 December 2018 4,540 2,026 2,404 94 9,064
At 31 December 2019 5,469 1,410 2,513 63 9,455

# Restatad, see note 2 and narrative within this note
* Included within fixed asset additions during 2018 are amounts relating to ongeing refurbishment of the Group’s
UK offices. These items represent assets under construction and have the following carrying amount as at the
peint of addition and as at 31 December 2019; Leasehold improvements £570k, Furniture and fittings £40k and

Computer equipment £20k.
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NOTES

Lease payments

Lease payments comprise fixed payments and variable lease payments that depend on an index
or a rate, initially measurad using the minimum index or rate at inception date. Payments include
any lease incentives and any penalty payments for terminating the lease, if the lease term reflects
the lessee exercising that option. The lease liability is subsequently remeasured (with a
corresponding adjustment 1o the related right-of-use asset) when there is a change in future
lease payments due to a renegotiation or market rent review, a change of an index orrate or a
reassessment of the lease term.

Lease modificatiens

Where there are significant changes in the scope of the lease then the arrangement is
reassessed to determine whether a lease modification has cccurred and, if there is such a
modification, what form it takes. This may result in a modification of the original lease or,
alternatively, recognition of a separate new lease.

Subleases

At times entities of the Group will sublet certain of their properties when underlying business
requirements change. Under IFRS 16, the Group assesses the classification of these subleases
with reference to the right-of-use asset, not the underlying asset. This resufts in certain leases
being classified as finance leases under IFRS 16 and recognition of a finance lease receivable
(recorded as a financial asset within Trade and other receivables on the consolidated balance
sheet).

When the Group acts as an intermediate lessor it agcounts for its interests in the head lease and
the sublease separately. At lease commencement a determination is made whether the lease is 2
finance lease or an operating lease. To classify each lease, the Group makes an overall
assessment of whether the lease transfers to the lessee substantially all of the risks and rewards
of ownership in relation to the underlying asset. If this is the case, then the lease is a finance
lease; if not, then it is an operating lease. The Group recognises lessor payments under operating
leases as income on a straight-line basis over the lease term. The Group accounts for finance
leases as finance lease receivables, using the effective interest rate method. It is typically the
case that subleases into which the Group enters are determined to be finance leases in nature.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to those leases that have a lease
term of 12 months or less from the commencement date and do not contain a purchase aption. It
also applies the lease of low-value assets recogniticn exemption to leases of office equipment
that are considered of low value (defined by the Group as being below £3,000). Lease payments
on short-term leases and |leases of low-value assets are recognised as an expense on a straight-
ling basis over the lease term,

Significant estimates relating to leases

The Group has made significant estimates in adopting IFRS 16, which are censidered to be:
determining the interest rate used for discounting of future cash flows, and the lease term.
Details relating to these significant estimates can be found on page 69.

Set out below are the carrying amounts of right-of-use assets and lease liabilities recognised and

the movements during the period:

M&C Saatchi plc

Land & Computer Motor
Right-of-use assets Buildings egquipment vehicles Total
£000s £000s £000s £000s
At 1 January 2019 33,121 831 - 33,852
Additions 22,234 118 122 22414
Eliminated on sublease inception (165) - - (1658)
Depreciation (8,72°) (315) (23) (9,089)
Foreign exchange (830) (27) (3) (660)
At 31 December 2019 45,829 607 96 46,542
Land& Computer Motor
Lease liabilities Bulldings equipment  vehicles Total
£000s £000s £000s £000s
At 1 January 2019 42,752 987 - 43,739
Additions 22,234 118 122 22,474
Accretion of interest 1,798 37 2 1,837
Payments {11,806) (455} {24) (12,475)
Foreign exchange {i74) (28) (3) (B05)
At 31 December 2019 54,014 559 97 54,770
Of lease payments made in the year of £12.5m, £10.7m related to payment of principal on the
corresponding lease liabilit'es and the batange t¢ payment of interest £1.8m due on the lease
liahilities.
. Land & Gomputer Motor
Lease liabilities Buildings equipment vehicles Total
At 31 December 2019 £000s £000s £000s £000s
Amounts due within one year 10,466 259 45 10,770
Amounts due after one year 43,548 400 52 44,000
At 31 December 2019 54,014 659 a7 54,770
17
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NOTES

20a. Financial assets at fair value through profit and loss (FVTPL)

The Group holds certain unlisted equity investments which are classified as financial assets at
FVTPL. These investments are initially recognised at their fair value. At the end of each reporting
period the fair value is reassessed with gains or losses being recognised in the income statement.

The unlisted equity investments held by the Group principally relate to 22 (2018: 20) early stage
companies. In addition, investments are held by two of the overseas businesses. These latter
investments relate to client equity stakes provided as consideratior for services rendered to
those clients.

With regards to the early stage non-client investments the most we have invested in any one
company over time is £0.7m and the least £0.1m. The Group invests in these entrepreneurs for
long-term return and to gain knowledge and insight. Whilst the investment decisions are not
sector specific, investments are only made in offerings that we can understand.

The activity in the year relating to our equity investments held at FVTPL is presented below;

21. Trade and other receivables

Trade receivables

Trade receivables are amounts due from customers for goods sold or services performed in the
ordinary course of business. These financial assets give rise to cash flows that are 'soigly
payments of principal and interest’ on the principal amount outstanding. They are generally due
for settlement within 30— 90 days and therefore are all classified as current, Trade receivables
are recognised initially at the amount of consideration that is ungonditional. The Group holds
trade receivables with the objective to collect the contractual cash flows and therefore measuras
them subsequently at amortised cost using the effective interest method.

Impairment - Expected credit losses

The Group applies the IFRS 9 simplified approach to measuring expected credit losses which uses
a lifetime expected loss allowance (‘ECL") for all trade receivables and contract assets. To
calculate the lifetime ECL the Group has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward-looking factors specific to the debtors and
economic environments in which the Group operates.

2018 2018

£000 £000
1.January total 14,041 10,594
Additions# 1,160 1,863
Revaluations (348) 1,584
Foreign exchange 10 -
At 31 December 14,851 14,041

# 2018 additions restated by increase of £1.1m due te a financial reporting error in the Greup’s 2018 Annual
Report, see note 2,

Additions include £964k (2018: £780k) paid in cash, with the residua as consideration for services
provided to early stage companies.

M&.C Saatchi ple
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NOTES

23. Provisions

Provisions are recognised when the Group has a present legal or constructive obligation arising
as a result of past events and where it is more likely than not an cutflow of resources will be
required to settle the obligation and the amount can be reiiably estimated. Provisions are
measured at management’s best estimate of the expenditure required to settie the obligation at
the balance sheet date.

24, Borrowings

As explained on page 13 of the Strategic Report, during 2019 the Board commenced a strategic
realignment of the Group to improve the leng-term profitability of the business. During the year
£4.2m has been recognised as exgeptional charges relating to this restructuring {note 3). As at
the end of 2019 £2.5m of this expenditure was committed but is yet to be incurred and is
recognised as a current provision on the balance sheet. In addition, a provision of £0.3m has
been recognised for future expected costs relating to the accounting misstatements which have
required the Group’s result for the year ended 31 December 2018 to 2e restated (note 2).

Loans and overdrafts are recognised initially at fair value, less attributable transactior costs.
Subsequently loans and overdrafts are recorded at amortised cost with interest charged to the
income statement under the Effective Interest Rate (EIR) method. Where there is a significant
change to the future cash flows the EIR is reassessed with a corresponding change in the carrying
amount of the amortised cost. The change in the carrying amount is recognised in profit or loss
as income or expense.

Interest payable is included within accruals as a current liability.

The Group uses an invoice discounting facility secured against pledged trade receivables. As the
Group retains the risk and rewards of the trade receivables pledged in terms of the business
madel of ‘nald to collect’ the Group continues to recognise these trade receivables with amounts
drawn on the facility treated as a current liability at amortised cost.

From 1 January 2019 leases are shown on balance sheet and in notes separately and re not
shown within this note. Details of our lease liability and its movements can be found in note 19,

2018 2018
£000 £000
At 1 January - -
Charged to the income statement:
- Restrugturing costs (4,211) -
- Costs associated with accounting misstatements (1,985) -
Utilised in the year
- Restructuring costs 1,522 -
- Costs associated with accounting misstatements 1,655 -
At 31 December (2,989) -

Amounts due within one year

2019 2018
At 31 December £000 £000
Obligations under finance leases - (7
Overdrafts* {186,232) {11,754)
Local bank loans (380) (298)
Secured bank loans (35,640) -
Invoice discounting™ - (2,001}

(52,212) (14,060}

As at the end of 2019 all amounts recognised as provisions were expected to be utilised within 12
monins and are held as corrent liaohites.

M&C Saatchi plc

-

These overdrafts are legally offsetable with a net balance of ENIL (2018: £Nil, however, they have not been
Tefited off in accordancs with \ASTL.42.

** During 2019 the Group elected to cease utilisation of the invoice discounting facility. As at the prior year
balance sheet date, £3.0m was not drawn under this facility. Interest was chargsd at 1.75% per annum on
amounts drawn.
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NOTES

25. Other non-current llabllities

2018 2018

31 December £000 £000
Employment benefit provisions* 821) (983}
Other (309) (961}
(1,130) {1,944}

" This relates to leng-term service teave in some locations, and deferred contributions to pension schemes.
28. Potentially issuable shares

This disclosure note is new in the year and is not a statutory requirement. It summarises
information relating to all share schemes disclesed in notes 27 and 28.

in the table below we present the total number of shares expected to be issued in the future for
put option schemes based on the 2019 year-end share price of 124p and the 2019 year-end
estimated future business performance for each business unit through to the point at which the
put option schemes first become exercisable. These forecasts were created before the effects
of the Covid-19 pandemic were known or quantified. Such forecasts will be updated as part of our
strategic review and the resulting five-year plans:

Total future expected share issues as at 31 Dacember 2019

Shares to issue

Total IFRS 2 schemes 25,936
Total IFRS & schemes 5,727
Committed associate acquisitions 5,323
Total - all years 36,986

We have also analysed the same information in the table above but based on issuing shares at a
range of different share prices. We have also presented the dilutive effect of share issues based
on issuing the shares at these different share prices. The information is presented in the table
below:

Effect of a change In share price

2020 2021 2022 2023 2024

Shares total by year '000 '000 '000 '000 '000
At 62p (-50%} 26973 5580 16,381 6,519 8,263
At 124p (unadjusted) 15,349 3,807 8,870 3,705 4,405
At 1B6p (+50%) 11,445 2,949 7,506 2973 3,250

Dilution ¢f 31 December 2019

shareholders 2020 2021 2022 2023 2024
At 62p (-50%) 29% 6% 18% 7% 9%
At 124p (unadjusted) 16% 4% 1% 4% 5%
At 188p (+50%) 12% 3% 8% 3% 3%

Schemes potentially exercisable in 2020 15,349

Schemes issuable after 2020 N,637

36,986

Profile of future expected share issues by year

2020 2021 2022 2023 2024
Shares '000 '000 '000 ‘000 ‘000
IFRS 2 schemes 6,381 3.607 7,932 3,611 4,405
IFRS 9 schemes 3,645 - 1,938 144 -
Committed asscciate acquisitions 5,523 - - - -
Total - by year 15,349 3,807 9,870 3,755 4,405

M&C Saatchi ple

Share Issued in 2020

Since 1 January 2020 a total of 22,320k shares have been issued to fulfil IFRS 2 and IFRS 9 put
option schemes (put options). These shares were issued at an average share price of 39.6p. Had
these put options been issued at the year-end share price of 124p, only 5,952k shares would have
been issued, which would result in a further 8,396k shares still required to be issued in the
remainder of 2020 (based on an issue price of 124p) to settie all put option obligations for 2020. If
all the remaining put aption obligations for 2020 were to be settled by issuing shares at 62p, a
further 15,246k shares would have to be issued in the remainder of 2020.

We have recently negotiated new terms with certain holders of put options with the result that a
very significant propartion of the put options that were due to be issued in the remainder of 2020,
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NOTES

Put options are exercisable from year ended 31 December:
% of subsidiaries shares

Subsidiary Year exergisable
M&C Saatchi Little Stories SAS 2019 19.9
M&C Saatchi (Switzerland) SA 2019 20.0
M&.C Saatchi Merlin Ltd 2018 15.0
Resolution Design Pty Ltd 2019 15.0
Bohemia Group Pty Ltd 2021 25.9
This Film Studio Pty Ltd 2022 30.0

28. Share-hased payments

“i

M&C Saatchi ple

Certain of the Group's subsidiaries’ local entreprengurs (who are Minority interests of the Group)
have the right to a put option over the equity they hold in the relevant subsidiary or a cash
settlement feature. This put opticn is dependent upan the holders’ continued employment by the
group or that the holder received the option as a resLit of employment and is redeemable either
in shares of M&C Saatehi plc or by means of a cash payment to the holder. As such these
schemes are accounted for under IFRS 2 as equity-se-tled share-based payments t¢ employees
or as cash-settled share-based payment schemes.

Lauity-settied share-based payment schemes
Where an award is intended to be settled in equity then the scheme is accounted for as an equity
settied share-based payment scheme.

The fair value of the awards is calculated at the grant date of each scheme based on the present
Group's share price and its relevant multiple. The Group estimates the shares that will ultimately
vest, using assumptions over conditions such as profitability of the subsidiary to which the
awards relate. This value is recognised as an expense in the income statement over the shorter
of the vesting period or the period of required employment ¢n a straight-line basis with a
correspending increase in equity. In the event of a Business Continuation clause on departure,
that element of the award at issue is treated as vested and charged to the income statement at
the grant date valuation, and no credit to the income statement is taken for it in the future. All the
remaining award is revalued annually for the non-market condition (profitability of the subsidiary)
and allocated to the income statement on a straight-ling basis.

The fair vaiue of the awards is calculated by means of a Monte Carlo model with inputs made in
terms of the plc share price at date of grant, risk free rate, historic valatility of share price,
dividend yield and time to vest.

Upen exercise of the awards the nominal value of the shares issued is credited to share capital
with the balance to retained income.

Cash-settled share-based payment schemes

When a share-based payment scheme is intended to be a cash award then the scheme is
accounted for as a cash settled share-based payment scheme. A li y is recognised at
inception of the award and each end of each reporting period. The liabilities are held at fair value
of the future expected award,

The critical judgement as to when a share award schems is accounted for as an IFRS 2 Share-
based payment is provided in detail on page 69. Such schemes should be considered as rewards
for future business performance which are conditional on the holder being an employee of the
husiness.
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NOTES

Share option schemes outstanding at the end of the year are shown as follows:

Total charge over Charge for Charge for

vesting period 2018 2018

Grant date Vesting date Ml shareholding £000 £000 £000

M&C Saatchi Tel Aviv Ltd 21/04/2015 15/04/2020 20.0% 5 (3} (36)
Clear ideas (Singapore) Pte Ltd 01/01/20%8 15/04/2023 10.0% 16 7 9
Clear Ideas Ltd - B1 shares 03/03/2017 15/04/2022 5.0% 381 (3) 19
Clear Ideas Ltd - B2 shares 03/03/2017 15/04/2022 15.0% 320 (8) 50
Clear LALLC 28/03/2017 16/04/2022 5.0% 22 7 3
Greenhouse Australia Pty Ltd 01/01/2018 16/01/2022 11.0% 160 160 -
Greenhouse Australia Pty Ltd 01/01/2018 15/01/2023 1.8% I 2 -
Greenhouse Australia Pty Ltd 01/01/2018 16/01/2024 7.2% 70 68 2
Human Digital Ltd 12/04/2017 15/04/2021 11.5% 107 7 20
Human Digital Ltd 12/04/2017 16/04/2022 11.5% 78 5 15
Human Digital Ltd 12/04/2017 156/04/2023 17.0% 87 5 18
Levergy Marketing Agency {Pty) Ltd 15/11/2017 165/04/2021 11.9% 284 191 80
LIDA NY LLP (MCD) 15/03/2016 30/11/2018 24.5% 1,549 - 10
M&C Saatchi AB 11/02/2014 0171272017 30.0% 787 - -
M&C Saatchi Accelerator Ltd 26/11/2015 15/04/2020 6.7% 14 - -
M&C Saatchi Accelerator Ltd 26/11/2015 16/04/2021 6.7% 158 - -
M&C Saatchi Accelerator Ltd 26/11/2015 16/04/2022 6.7% 145 - -
M&C Saatchi Advertising GmbH 12/07/2018 15/04/2023 4.1% - (2) 2
M&C Saatchi Advertising GmbH 01/10/2018 15/04/2023 10.0% - - -
M&C Saatchi Advertising GmbH 14/12/2016 15/04/2021 7.9% - - (24)
M&C Saatchi Asia Hong Kong Ltd 23/11/2018 15/04/2024 30.0% 67 63 4
M&C Saatchi Digital GmbH 14/02/2017 15/04/2022 5.0% 86 30 30
M&C Saatchi Gad SAS 24/02/2016 01/05/2020 40.0% 2472 640 1,625
M&C Saatchi Holdings Asia Pte Ltd (Indonesia) 20/03/2018 07/09/2022 27.4% 44 33 g9
Mé&C Saatchi Holdings Asia Pte Ltd (Indonesia) 20/03/2018 07/09/2024 22.5% 39 32 6
M&C SaatchiLA Inc 16/12/2004 15/04/2020 6.0% - - (20)
M&C Saatchi LA Inc 15/01/2015 15/04/2020 4.0% - - (25)
M&.C SaatchiLA In¢ 03/12/2019 16/06/2020 37.2% - - -
M&C Saatchi Middle East Holdco Ltd 23/03/2016 15/04/201% 20.0% 22 22 -
M&.C Saatchi Mobile Ltd 23/08/2016 15/04/2020 10.0% 11,044 329 3,291
M&C Saatchi Mobile Ltd 01/06/2018 16/06/2024 0.0% 2,349 624 -
M&C Saatchi Mobile Ltd * 10/08/2018 per annum 0.0% - 467 1,323

M&C Saatchi plc
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NOTES

Total charge over Charge for Charge for

vasting perlod 201% 2018

Grant date Vesting date Ml shareholding £000 £000 £000

Scarecrow M&C Saatchi Ltd 01/05/2018 20/01 /2022 24.5% 137 74 64
M&C Saatchi Talk Ltd 23/11/2018 16/04/2023 10.0% 85 5] -
Talk Purpose Ltd 07/12/2018 15/04/2024 0.0% - M 1
Talk Purpose Ltd 07/12/2018 15/04/2025 0.0% - {1 1
Talk Purpose Ltd 07/12/2018 15/04/2026 0.0% - {1 1
The Source Insight Australia Pty Ltd 15/02/2018 15/01/2022 14.0% 41 16 28
The Source Insight Australia Pty Ltd 15/02/2018 15/01/2025 21.0% 31 12 20
TOTALS 10,266 16,864

* Award relates to a scheme provided to one employee of the Company. Scheme is remunerated exclusively in shares of the Group in reward dependent on future employment status of the employee. The terms of the award are such
that it is in place for perpetuity as long the individual remains an employee with rewards remunerated on a per annum basis dependent on the performance of the business ta which it is attached on a calendar year basis. As the value of
the award is solely dependent on the future performance of the subsidiary enterprise with no inputs related to the overall performance of the Group in terms of market capitalisation or profitability, there is no requirement for an option
pricing model to be used when determining future fair value of this equity settled share-based payment award.

M&C Saatchi plo 129
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NOTES

Assets and labilities measured at fair valve on a recurring basis
The following table shows the levels within the hierarchy of financial assets and liabilities
maasured at fair value on a recurring basis at 31 December 2019 and 31 December 2018:

The movements in the fair value of the level 3 recurring financial assets and liabilities are
as follows:

shown

Equity
instruments at Contingent
FVTPL# consideration”
£000 £000
At 1 January 2019 14,041 (1,154}
Net (loss) / gain in the income statemant (346} {1927}
Additions 1,160 -
Settlement - 523
Currency movements (4) -
At 31 December 2019 14,8 (758)

Level 1 Level 2 Level 3
At 31 December 2019 £000 £000 £000
Financial assets
Equity investments at FVTPL - - 14,8581
Financlal liakilitles
Contingent consideration - - (758)
Level 1 Level 2 Level 3
At 31 December 2018 £000 £000 £000
Financial assets
Equity investments at FVTPL # - - 14,041
Finanglal liabilities
Contingent consideration - - (1,154)

# restated, see note 2 for detail.

The level within which the financial asset or liability is classified is determined based on the lowest
level of significant input to the fair value measurement.

M&C Saatchi plc

# restated, see note 2 and commentary immediately above.
* Note 15 includes deferred and contingent censideration. At end of 2018 there was £112k of deferred
consideration that was paid in 2018.
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NOTES

31. Financial risk management

Principal financial instruments

The principal financial instruments held by the Group, from which financial instrument risk arises,
include contract assets, trade and other receivables, cash and ¢cash equivalents, contract
ligbilities, trade and other payables, loans and borrowings, Ml put options accounted under [FRS 9
ag liabilities and equity instruments representing long term investments in non-listed entities.

The Group does not typically use derivative financial instruments to hedge its exposure to foreign
exchange or interest rate risks arising from operational, financing and investment activities.

The following financial instruments are measured at fair value and details regarding the valuations
undertaken are disclosed in note 30.

Group 2019 2018
Financial assets £000 £000
Equity investments at FVTPL # 14,851 14,041

2019 2018
Financial liabilities £000 £000
Contingent consideration (768) (1,154)

# 2018 position restated, see note 2.
Company

M&C Saatchi plc company does not directly hold any financial instruments recognised at fair
value.

31.1 - General ghjective, policies and processes

The Board has overall responsibility for the determination of the Group's and Company's risk
management objectives and policies. Whilst retaining ultimate responsibility for them, the Board
has delegated the authority for designing and operating processes that ensure the effective
implementation of the objectives and policies to the Group's senior management of each core
business unit. The Board receives monthly reports from management through which it reviews
the effectiveness of the processes put in place and the appropriateness of the objectives and
poiTies i sels.

The overall objective of the Board is to set policies that seek to reduce risk as far as possible
without unduly affecting the Group's competitiveness and flexibility of the global businesses of
which it is comprised. Further details regarding these policies are set out below.

31.2 - Market risk

Market risk arises from the Group's use of interest-bearing financial instruments and foreign
currency cash holdings. It is the rigk that the fair value of future cash flows on its debt finance and
cash investments will fluctuate because of changes in interest rates (interest rate risk), foreign
exchange rates (currency risk) and other price risk such as equity price risk and share price risk.

Mé&C Saatchi ple

Financial instruments affected by market risk include loans and borrowings, deposits, debt, equity
investments and minority interest (M} put options.

Exposure to market rigk arises in the normal course of the Group's business.

31.3 - Forelgn exchange risk

Foreign exchange risk arises from transactions and recognised assets and liabilities and net
investments in foreign operations. The Group's general operating policy historically has been to
conduct business in the currency of the local area in which businesses of the Group are
geographically lecated, thereby naturally hedging the consideration resulting from client work.
Businesses of the Group maintain bank accounts in the currency of these transactions solely for
waorking capital purposes. As the Group has grown there has been an increase in services
rendered being exported from the UK businesses to clients who transact in non-GBP currencies.
The transactional risk arising from such exports is mitigated in terms of the structuring of the
billing arrangements ana agreemant to regular inveices being remitted and promptly paid (<30
days).

The Group is exposed to movements in forsign currency exchange rates in respect of the
translation of net assets and income statements of foreign subsidiaries and equity accounted
investments. The Group does not hedge the translation effect of exchange rate movements on
the income statements or balance sheets of foreign subsidiaries and equity accounted
investments as it regards these as long-term investments.

The estimated impact on foreign exchange gains and losses of a +/- 10% movement in the
exchange rate of the Group’s significant currencies is as follows:

Increase / Increase /

(decrease) (decrease) in

In profit profit after

before tax tax

Exchange rate £000 £000
GBP +10% {388) (108)
GBP -10% 481 139
usD +10% 173 108
USD -10% {142) (88)
AUD +10% 598 413
HUD 0% {489} {338)

The Group assumes that currencies will either be freely convertible or the currency can be used
in the local market to pay for goods and services, which we can sell to clients in a freely
convertible currency. Within our 2018 year end ¢ash balances we hold £321k in Brazilian Reals:
£998k in Indian Rupees; £1,657k in Libyan Dinars; and £1,232k in South African Rands.

31.4 - Interest rate risk

The Group is exposed to interest rate risk because it holds a banking facility of up to £36m and an
overdraft facility of up to £5m, both based on floating interest risks. The Group does not consider
this risk to be significant.
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NOTES

are adjusted to reflect current and forward-looking information on macroecenomic factors
affecting the ability of the customers to settle the receivabies.

The loss allowance as at 31 December 2019 and 31 December 2018 was determined as follows
for both trade receivables and contract assets.

Trade receivables
31-90 a1-120

Not past ﬂ.u m% days days M BM

due mmwzn_cm past past mmﬂ«n:m
31 December 2019 P due due P
Expected loss rate (%) 0.02% 0.01% 0.02% 0.51% 3.55%
Trade receivables 52,871 16,600 5,309 674 2,576
Loss allowance 1 2 1 3 9N

Trade receivables
1-120 121 -270

Not past days past days past = 270 days
31 December 2018 due due due past dug
Expected loss rate (%) 0.01% 0.44% 50.21% 0.00%
Trade receivables 107,975 4,312 343 1,964
Loss allowance 12 19 173 -

* At the end of 2018 trade debtors > 270 days past due reiates solely to one business unit which has net, to
date, had to impair trade debtor positions held. This amount has subsequently been receipted and as such the
2019 tabular presentation categories of time past due have been refined to show more discrete time periods.
** An immaterial loss was calculated for centract assets and has not been included within the credit risk
disclogures above.,

Trade receivables and contract assets are written off when there is no reasonable expectation of
recovery. Indicators that there is no reasonable expectation of recovery include, amongst
others, the failure of a debtor to engage in a repayment plan with the group, and a failure to make
contractual payments for a periog greater than 90 days past due.

M&C Saatchi plc

31.7 - Share price risk

As detailed on page 69 the Group uses put option awards to incentivise certain local key
management (who are NCI). The value of these awards is in part dependent upon the Group's
share price. The fair valuation of these schemes and the potential impact of movements in the
share price are discussed in note 30.

51.8 - Equity price risk

The Group's non-listed equity investments are susceptible to market price risk arising from
uncertainties about future values of the investment securities. The Group manages equity price
risk through diversification and by placing limits on individual and total equity investment
securities. Reports on the equity portfolio are submitted to the Group's senior management on a
regular basis. The Board reviews and approves all equity investment decisions. The basis of the
fair value calculations and the sensitivity of these calculations to the key inputs is detailed in note
30.

31.9 - Capital management

The Group manages its capital to ensure that entities in the Group will be able to continue as
going concerns while maximising the return to shareholders through the optimisation of the debt
and equity balance. Strong financial capital management is an integral element of the Directors’
strategy to achieve the Group's stated objectives. The Directors review financial capital reports
on a regular basis and the Group finance function does so on a daily basis ensuring that the
Group has adequate liquidity. The Directors' consideration of going concern is detailed in tha
Directors Report.

The capital structure of the Group consists of debt, which includes the borrowings disclosed in

note 24, cash and cash equivalents and equity attributable to equity holders of the parent as
disclosed in the Statement of Changes in Equity.
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NOTES

As at 31 Decamber 2019 Country Effective % ownership Activities
UK. .
M&C Saatchi PR UK LLP** United Kingdom 100 PR Agency
M&C Saatchi Social Ltd™ & ™~ United Kingdom 51 Marketing
M&C Saatchi Shop Lid** United Kingdom 100 Marketing
M&C Saatchi Sport & Entertainment Ltd** & *** United Kingdom 75 Sport Sponsorship & Entertainment PR Agency
M&C Saatchi WMH Ltd™* United Kingdom 100 Holding Company
M&C Saatchi World Services LLP** United Kingdom 80 Marketing
M&C Saatchi Worldwide Ltd™ & **~ United Kingdom 100 Holding Company
M&C Saatchi WS .ORG Ltd™ United Kingdom 80 Not for profit marketing
Re Worldwide Ltd™* United Kingdom 50 Branding
Saatchinvest Ltd** United Kingdom 100 Holding Company
Send Me A Sample Ltd** United Kingdom 60 Marketing
M&C Saatchi Talk Ltd** & *** United Kingdom 61 PR Agency
The Source (London) Ltd™* United Kingdom 100 Research Agency
The Source (W1) LLP* United Kingdom 90 Research Agency
This Is Noticed Ltd United Kingdom 69 Internet Retailer
Tricycle Communications Ltd** United Kingdom 80 Holding Company
Europe
Cometis France 51 Advertising
FCINQ SAS France 88 Website Construction
M&C Saatchi Gad SAS France 100 Advertising
M&C Saatchi Little Stories SAS France 80 PR Agency
M&C Saatgchi the Loop SARL France 80 Advertising
Moonlike M&C Saatchi SARL France 70 Advertising
Paris Gad Holding SAS France 98 Holding Company
Tataprod SARL France 98 Production and publishing
Clear Deutschiand GmbH Germany 59 Marketing
M&C Saatchi Advertising GmbH Germany 78 Advertising
M&C Saatchi Sports & Entertainment GmbH Germany 86 Sport Sponsorship & Entertainment PR Agency
M&C Saatchi Digital GmbH Germany 95 Marketing
M&C Saatchi PR Unternehmergesellschaft Germany 80 Dormant
M&C Saatchiplc 137
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NOTES

As at 31 December 2019 Country Effective % ownarship Activities
Asla and Australia
M&C Saatchi Agency Pty Ltd Australia 80 Advertising
Mé&C Saatchi Asia Pac Holdings Pty Ltd Australia 100 Holding Company
M&C Saatchi Direct Pty Ltd Australia 80 Direct Marketing
M&C Saatchi Sport & Entertainment Pty Ltd Australia 72 Sport Sponsorship & Entertainment PR Agency
M&C Saatchi Melbourne Pty Ltd Austraha 80 Advertising
Park Avenue PR Pty Ltd Australia 80 PR & Marketing
Re Team Pty Ltd Australia 70 Marketing
Resolution Design Pty Ltd Australia 68 Design
Saatchi Ventures Pty Ltd Australia 48 Hoiding Company
Tricky Jigsaw Pty Ltd Austraiia 68 Marketing
This Film Studio Pty Ltd Australia b6 Production
Ugly Sydney Pty Ltd Australia 80 Dormant
World Services (Australia) Pty Ltd Australia 80 Marketing
eMCSaatchi Pty Ltd Australia 80 Dormant
The Source Insight Australia Pty Ltd Australia b2 Research Agency
M&C Saatchi Advertising (Shanghai) Ltd* China 40 Consultancy (Associate)
Clear Asia Ltd Hong Kang 79 Dormant
M&C Saatchi Asia Ltd Hong Kang 100 Agvertising
M&C Saatchi (Hong Kong) Ltd* Hong Kong 40 g {Associate)
M&C Saatchi Asia Hong Kong Ltd Hong Kang 70 Advertising
Re HK Limited Heng Kong 100 Branding
February Communications Pvt Ltd* India 20 Advertising {Associate)
M&C Saatchi Communications Pvt Ltd India 95 Dormant
M&C Saatchi Mobile India LLP India 88 Marketing
Scarecrow M&C Saatchi Ltd India 51 Advertising
PT. MGS Saatchi Indonesia Indonesia 50 Adversting
M&C Saatchi Lid* Japan 10 ing (Associate)
M&(C Saatchi World Services Pakistan (Pvt) Ltd Pakistan 40 Marketing
M&C Saatchi (M) Sdn Bhd Malaysia 49 Advertising
Design Factory Sdn Bhd Malaysia 49 Advertising
Watermelon Preductions Sdn Bhd Malaysia 49 Advertising
M&G Saatchi Source (M) SDN BHD Malaysia 49 Research Adency
Clear |deas (Singapors) Pte Ltd Singapore 7 Marketing
M&C Saatchi Holdings Asia Pte Ltd Singapore 50 Holding Company
M&C Saatchi (S} Pte Ltd Singapore 80 Advertising
M&C Saatchi plc 139



21d 1yo1ees I orl

“79S UDTERS 7RI PUE {NGUEIS] IYDIBRS DI D1 (IRUEUBYS) BLISIIBADY 1UDlEeS
RN PTT (Buo) SUOH) IDTRRS TP P1T IUOIRES RN ‘P17 SBIUE.S SA0T fBP1T $800RI0IIBY B4BID BIURE ()T S1SE] PUB SUBWNY ‘AB0j0UYD8 ] *S3)2ID0SSE BJe Salueduio BUImD|I0) BY) 1SI| BAOGE UL UIYIM

JUEBLLIOQ 08 vsN “0Uf S S8%IAIES PLIOM
(a1eI00SSR) SulenJew oz vsn 7791581 pue suewny ‘Agojoulsel
weynsue) duneyJen 0oL vsn d717 Msulwe)y + ule1g uosp.edayg
onanpo.g 06 ¥sn 271 Ayole
JuBwLISg 086 vsn d11 AN 1Udjees ORI
fausBy Hd uswureLa1u] %9 diysJosuods Lodg 69 v 0717 UBLLELIBILT % M0dS 1UDTERS O
Fously Yd wswurelalu] % diystosuods 110dg 08 vsn dT1 AN usWueLRIuT % 1I0dS UD1EES O8N
WeluJog 2§ ¥sn "0U| 18YS 1YDIeRS DB
Hd 00l wsn dT14d MOIeES OB
FunanJe Ao 00} ¥sn D71 3190W 1y21eRS J7PN
Suisanpy £6 VSN “oU| ¥ IUD1BES D%
Aueduiog BuipioH 00l VSN "ou| RousBy Iuo1ees O8I
sunanJeiy 0oL ¥Si d11YSNvan
Sunan.ei 19340 g/ ¥sn (QOW) dT1 AN WaN
fuedwoy SuipioH G8 vsn dTT AN JE2(3
BunanJey 58 vsn OTvSN Je8|d
Sunaxsey g6 vSh INv14e3)0
SuISiaApY &8 oo1XaN A'D'30 7S 'uotees J%N
WeuLog 004 lizeig 2pY] OluBlefBUR]d % eSIDSAd WEISul/UaTReS D7PW
(918100558 BUIS|LIADY g7 |IZeJg LBp17 S803RdigiLiBd Bi|] BIUES
Auedwog Buip|oH 001 Ize.g P17 $309RdI9LR |ISEIE IYD1RES 08
fuisnianpy ] 11ze)g EpY] 0ESROIUNWOS) [ISE.E IY01EES I
Auedwog FuiploH 00l Ize.q Ep}7 S800edioilied A
SeIaY

(91B100sSR) BUnoyiel 07 puBiey| P17 85UBL BA0T
Aunasie siaon 88 aJodegulg P17 81 JWIded BISY 9|\qO 1udiees DN
: 7 B|[BJISNY PUB BISY

SOIHANOY d|YSJaUMO B AA[108))3 Aanunog 8107 Joquaseg ¢ 18 sy

- SI0N



NOTES

33. Related party transactions

Key management remuneration
Key management remuneration is disclosed in note 7.

Audited detail on Directors’ remuneration is disclosed in the Remuneration Report which
commences on page 50.

Other related partles
During the year, the Group entered into the following transactions with related parties:

Lara Hussein has an equity interest in Brand Energy. During the year, the Group was charged, on
an arm’s-length basis, by Brand Energy £825k (2018: £756k), of which nil (2018: nil} was unpaid at
the year end.

To assist the local directors to acquire 20% of M&C Saatchi Agency Pty Ltd in 2015, loans of
AUD3.6m werg issued. At the year end, the baiance of the loan was AUD3.3m (2018: AUD3.2m)
(see note 20 for further details). Other directors of Australian subsidiaries had shareholder loans
to acquire equity in the subsidiaries AUD0.8m (2018: AUDD.Bm), a further AUD2.4m (2018:
AUD2.4m) has been advanced in shareholder loans but is not accounted for as an asset in these
accounts due to its accounting as a conditional share award under [FRS 2.

In 2015 the Group lent Antcine Barthuel {France), an arm’s-length interest-bearing Euro 150k loan,
a further arm’s-length interest-bearing Euro 160k loan was issued in 2017, the loans were paid off
in the year (2018: Euro 300k at the year end). Other iocal directors had advances of over £10k
that are outstanding at the year end, Jaimes Leggett (Australia) £26k, Katherine Griffith (USA}
£19k, Also as part of German subsidiaries put option £413k pf advances have been made.

Our Paris office paid on an arm'’s length basis a total of £48k to five famity members for their
services, nothing was outstanding at the year end.

The Directors of our subsidiary M&C Saatchi S.P.A have interests in two companies Be Beef Ltd
and Utopia S.r.I. During the year M&GC Saatchi 8.P.A invoiced £790k to these companies of which
£452k was outstanding at the year end, and bought £3,103k of services from these companies of
which £410k was cutstanding at the year end.

Duaring the year, the Group made purchases of £295k (2018: £3,193k) from its associates. At

31 December 2019, there was nil due to associates in respect of these transactions (2018 nil).
During the year, £515k {2018: £164k) of fees were charged by Group companies to associates. At
31 December 2019, associates owed Group companies £1,501k (2018: £1,048k).

During the year, the Company recharged its subsidiaries and indirect subsidiaries with £4,818k

(2018: £818k} of its costs, £373k (2018: £316k) of interest, The balance outstanding can be seenin
note 44,

M&C Saatchi plc

34. Gommitments

With the introduction of IFRS 16 Leases in the year, most of the Group’s commitments are now
shown on the balance sheet.

Capital commitments
At the year end we had £850k (2018, £NIL} to acquire property plant and equipment, this
represents the latter part of a major office refurbishment, following a lease extension.

Other commitments

Other than our normal contractual commitments to staff and the commitment to complete
profitable projects for our clients, the Group does not have any other material commitments
which are not reflected on the balance sheet.

35. Assets held for sale and disposed of in the year

Assets that meet the criteria to be classified as held for sale are measured at the lower of their
carrying value and fair value less costs to sell. Any reduction in the value of the asset is
recognised as an impairment. Assets meeting the criteria are presented separately as current
assets on the balance sheet.

The Group classifies non-current assets as held for sale when the carrying amount will be
principally recovered through its disposal as opposed to centinued use. For this to be the case
the asset must be available for immediate sale and the sale must be highly probable,

An asset classified as held for sale will have its contribution to the income statement shown
separately where such an asset meets the definition of a discontinued operation.

2018 2am8
£000 5000
Cost
As at 1 January 13,108 -
Non-current assets classified as held for sale - 13,106
Reduction in carrying value due to dividend declared (2,822)
Disposal of non-current assets held for sale (10,284) -
At 31 December - 13,106

During the course of 2018 the Group decided to commence a plan for the disposal of the 24.9%
equity investment held in Walker Media Ltd (trading as Blue 449). Consequently, at the end of
2018 this equity investment was presented as a current asset held for sale.
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NOTES

37. Other accounting policies

Reserves
Equity comprises the following:

Share capfial
Represents the nominal value of equity shares in issue.

Share premium
Represents the excess over nominal value of the fair value of consideration received for equity
shares, net of issuance costs.

Other reserves

Merger reserve

Premium paid for shares above the nominal value of share capital, caused by the acquisition of
more than 80% of subsidiaries’ shares. The merger reserve is released to retained earnings when
there is a disposal, impairment charge or amortisation charge posted in respect of the
investment that created it.

Treasury reserve
Amount paid for own shares acquired.

Minority interest put option reserve

Corresponds to the initial fair value of the liability in respect of the put options at creation. When
the put option is exercised, the related amount in this reserve is taken to the non-controlling
interest acquired reserve. All revaluations of put options are expensed through the inceme
statement t¢ the profit and 10ss reserve.

Non-controfiing interest acquired reserve

From 1 January 2010, a non-controlling interest acquired reserve has been used when the Group
acquires an increased stake in a subsidiary. The purpose of the non-controlling interest reserve is to
reflect the unrealised losses relating to underlying investments held by subsidiary companies. This
loss is realised on disposal or impairment of the underlying asset. It works as follows: If the stepped
acquisition is due to a put option, then the non-controlling interest acquired reserve is equal to the
minority interest put option reserve transferred less the book value of the minority interest
acquired. Otherwise the non-controlling interest acquired reserve is equal to the censideration paid
less the book value of the minority interest acquired. if the equity stake in the subsidiary is
subsequently sold, then balances from this reserve will be transferred to retained earnings. In the
event that the underlying investment held by a subsidiary company is impaired or disposed of, then
the related value in the nen-controlling interest reserve is taken to retained earnings. If, however, a
corresponding merger reserve was created at inception, and its related value in non-cantrolling
interest acquired reserve is taken to retained earnings, then the related merger reserve is released
to retained earnings.

M&.C Saatchi pic

Foreign exchange reserve

For overseas operations, results are transiated at the annual average rate of exchange and
balance sheets are translated at the closing rate of exchange. The annual average rate of
exchange approximates to the rate on the date that the transactions occurred. Exchange
differences arising from the translation of foreign subsidiaries are taken to 4 separate
component of equity. Such translation differences will be recognised as income or expense in the
period in which the operation is disposed of.

Retained earnings
Cumulative gains and losses recognised.

38. New and revised standards issued but not yet effective

At the date of authorisation of these financial statements, the Group has not applied the following
new and revised IFRS Standards that have been issued but are not yet effective and, in some
cases, had not yet been adepted by the EU:

IFRS 17 Insurance contracts

(FRS 10 and 1AS 28 (amendments) Sale or Contributicn of Assets between an Investor and its
Associate or Joint Venture

Definition of a business

Definition of material

Amendments to References to the Conceptual Framework in
IFRS Standards

Amendments to IFRS 3
Amendments to 1AS 1 and IAS 8
Congeptual Framework

The Directors do not expect that the adoption of the Standards listed above will have a material
impact on the financial statements of the Group in future periods.
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COMPANY STATEMENT OF CHANGES IN EQUITY

Share based

Share Share Merger Treasury payment Profit and

capital premium rgserve resarve reserve loss account Total

£060 £000 £000 £000 £000 £000 £000

At 1 January 2018* B13 32,085 63,197 (792) 24,022 13,486 132,821
Acquisitions 18 6,484 - - - - 6,502
Deferred consideration 1 458 - - - - 459
Exercise of put options 44 2,897 - - - (20) 2,1
Share option charge” - - - - 16,463 an 16,864
Realisation of reserve® - - - - (7,142) 1,142 -
Dividends paid - - - - - (8,378) (8,378)
Loss for the year* - - - - - (1,878) (1,978)
At 31 December 2018 B76 41,734 63,197 (792) 33,343 10,853 149,011
Exercise of put options 60 2,873 3,765 242 - - 6,940
Share option charge - - - - 10,266 - 10,266
Realisation of reserve - - - - (6,697) 6,697 -
Dividends paid - - - - - (9,813) (9,813)
Profit for the year - - - - - 3,431 3,431
At 31 December 2019 936 44,607 66,982 (550) 38,912 10,968 159,835

* Due te a change in judgement, that has changed the accounting of many of our IFRS 9 put opticns to IFRS 2 conditional shares along with a revision to IFRS 2 valuations investments and share based

payment reserve has been restated. In addition 2018 share premium reserve has been reduced by £4,933k due to an exercise of a put option o

under IFRS 2 . Further details of the reasans for the change in note 2, and details of the Company adjustment in note 40.

The notes on pages 146 to 151 form part of these financial statements.

M&C Saatchi ple

inally accounted for under IFRS 9, now being accounted for
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COMPANY NOTES corin

40. Investments

2018 2018

£000 £000
At 1 January 123,959 108,405
Acquisition of subsidiaries 3,524 6,600
Disposal of shares in subsidiary (309) -
Provision against acquired subsidiary (2,749) (387}
Conditional share awards repayment of capital * - {1,228
Provision against conditional share awards® (8,697) {5,914)
Conditional share awards™ # 10,266 16,463
At 31 December 127,994 123,959

Restatement of Investments in subsidiary undertakings:

As previously

raportsd Adjustment Restatad
Year ended 2018 £000 £000 £000
At 1 January 2018 101,914 6,491 108,405
Acquisition of subsidiaries 6,600 - 6,600
Pravision against acquired subsidiary - - -
Conditional consideration (367) - (367)
Nﬂﬁw_mﬁ_wwm% awards recharge of brought (1,228) _ (1,228)
Provision against conditional share awards (1,023) (4,891) (5,914)
Conditional share awards* 5,703 10,760 16,463
At 31 December 111,539 12,360 123,959

# Due to a change in Judgement, caused by a different interpretation of the share schemes ard IFRS 2 around the

accounting of put option adjustments (note 2), these items have been restated below.

* Conditional share awards (note 28).

Our annual review of investments took account of the following factors: at the year end date the
net asset value of the company was more than our market capitalisation; the trading

performance of the subsidiary companies; the Company’s ultimate share of the results of the

subsidiary companies and the reorganisations taking place. In projecting forward, we assumed a
prudent 1.5% growth rate, and discounted by local subsidiaries’ cost of capital. As a result of the

review an impairment of £9,446k (2018: £6,281k) was made.

The direct and indirect subsidiary undertakings are listed in note 32 to the consolidated financial

statements.

M&.C Saatchi plc

* Conditicnal share awards (note 28).

The additional provision of £4,891k has reduced 2018 profits and increased the realisation of the
share based payment reserve by the same amount. As ¢an be seen below the overall effect on
the profit and loss account reserve of this adjustment is ENil.

Effect on reserves for this restatement:

As previously reported AdJustmant Restated
Share based payment raeserve £000 2000 £000
At 1 January 2018 17,631 6,491 24,022
Share option charge 5,703 10,760 16,463
Realisation of reserve (2,251} (4,801) (7,142)
At 31 December 2018 20,983 12,360 33,343

As previously reported Adjustment Restated
Profit and loss account £000 £000 £000
At 1 January 2018 13,486 - 13,486
Exercise of put options (20) - {20)
Share option charge 401 - 4Mn
Reaiisation of reserve 2,251 4,83 7,142
Dividends paid (8,378) - (8,378)
Profit for the year 2,413 (4,891) (1,978}
At 31 December 2018 10,653 - 10,653
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COMPANY NOTES

44. Amounts due from subsldiary undertakings

Amounts due from subsidiary undertakings are repayable on demand, however agreements are
in place between subsidiary companies, that state that such repayments will not be due until the
underlying investments of the subsidiary company are sold or reafised. Due to these agreements
the amounts due from subsidiary undertakings have been defines as long term.

The Amounts receivable from subsidiary undertakings include receivables relating to exercised
put options. As detailed in notes 1 and 24, the Group has a number of put option arrangements in
place. On exercise of these put options, the Company is required to issue shares in exchange for
the shares of the minority interests. Where the Company’s shareholding of the acquired
subsidiary becomes equal to or higher than 90% as a result, amounts are credited to the Merger
Reserve on exercise. The acquired shares are then immediately sold to subsidiaries of the
Company, thereby creating an intercompany receivable and eliminating the Company’s increase
in investments.

2019 20184
£000 £000

89,852 70,534

Amounts due from subsidiary undertakings

¥ Due to a change in judgement, caused by a different interpretation of the share schemes and IFRS 2 around
the accounting of put option adjustments (note 2), these itams have been restated.

The amounts due from subsidiary undertakings are net of the expected credit losses of £13,53%k
(2018: £7,026k) that have been provided against these balances. Our annual review of expected
credit f0ss provision took into account trading performance, the reorganisations taking place and
likely future perfoermance. As a result of this review the expected credit loss increased by
£6,513k (2018: £1,237k).

45, Staff Cost
Staff costs (including Directors) comprise:
Year ended 31 December .Mumw MMWM
Wages and salaries 3,526 2,112
Social security costs 489 502
Defined contripution pension scheme costs 33 38
QOther staff benefits 54 45
4,082 3,147
Staff numbers 14 12

Staff number are based on monthly average staff and exclude Non-Executive Directors.

M&.C Saatchi plc

Directors’ remuneration

2019 2018

£000 £000

Directors' salaries and henefits 2,111 2,092

Bonuses 225 125

Contriputions to money purchase pension schemes 4 15

Total remuneration before accounting charges 2,340 2,232
Gain on exercise of share options -

Total 2,340 2,232

2019 2018

The highest pald Director earned: £000 £000
Director's salary and benefits 247
Bonuses 225
Contribution to money purchase pension scheme -
Total remuneration befere accounting charges 472
Gain on exercise of share options -
Total 472

The number of Directors with a money purchase pension scheme during the yaar was 5 (2018; 5).
The Directors are the key management personnel of the Company.

Additional details with regards to Directors’ remungration as required by Rule 19 of the AIM rules
can be found in the remuneration report commencing on page 50. There has been neither grant
to, nor exercise by, the Directors with regards share options during either 2019 or 2018.

48, Related parties

During the year, the Company charged a management recharge to subsidiaries totalling £4,818k
{2018: £818k). £347k {2018: £746k) was due in relation to this management recharge from
subsidiaries as at the balance sheet date. Including these amounts the Company also provides
short-term working capital loans to and borrows funds from certain subsidiaries, disclosed in
notes 42 and 43, The amounts due from subsidiary undertakings payable in cash of £89,832 (2018:
£70,534k) is net of £13,530k (2018: £7,026k) provisions for doubtful accounts.

Further details of related parties of the Company are provided in note 33.
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COMPANY NOTES conin

Country Entlty Registered Address
St Nicolas, Beirut
Malaysia M&C Saatchi (M} Sdn Bhd Linit 10-2, 10th Floor, Bangunan Malaysia
Design Factory Sdn Bhd RE, 17 Jalan Dungun, Damansara Heights,
Watermelon Production Sn Bhd 50440 Kuala Lumpur
M&C Saatchi Source (M) Sdn Bhd 15B, Jalan Tengku Ampuan Zabedah F9/F,
Section 9, Shah Alam, Selangor Darul
Ehsan 40100
Mexico M&C Saatchi, S.A. DE C.V. Darwin 74, Piso 1, Miguel Hidalgo, 11590
Ciudad de México, CDMX, Mexico
Netherlands M&C Saatchi Internaticnal Holdings BY 36 Golden Square, London W1F 9EE, UK
Clear Netherlands BV Keizersgracht 203 Amsterdam
Mé&C Saatchi BY Overschiestraat 81 F, 1062XD
Amsterdam
M&C Saatchi Sport & Entertainment Tuinstraat 157 B, 1015PB Amsterdam
Benelux BY
Pakistan M&C Saatchi Warld Services Pakistan 48M, Block 6 P.EC.H.S, Karachi
(Pvt} Ltd
Singapore  M&C Saatchi Holdings Asia Pte Ltd 1 Coleman Street, #05-064, The Adeiphi,
Singapore 179803
Clear Ideas (Singapore) Pte Ltd 59 Mohamed Sultan Road #02-08, Sultan
M&C Saatchi (3) Pte Ltd Link, Singapore 238599
M&C Saatchi Mobile Asia Pacific Pte Ltd
South Africa  M&C Saatchi Sports & Entertainment 3 Constantiaberg Close, Constantia 7806
South Africa Pty Ltd
Creative Spark Interactive (Pty) Ltd Media Quarter, 5th Floor, Corner
Dalmation Communications (Pty) Ltd Somerset and De Smit Street, Ded,
M&C Saatchi Abel (Pty) Ltd Waterkant, Gape Town
M&C Saaschi Africa (Pty) Ltd
M&C Saatchi Connect (Pty) Ltd
Levergy Marketing Agency (Pty} Ltd 9 g™ Street, Houghton, Johannesburg,
Razor Media (Pty) Ltd Gauteng 2198
Spain M&C Saatchi Madrid SL Calle Gran Via, 27, 28013, Madrid
M&C Saatchi Digital SL
Media By Design Spain SA
M&C Saatchi Sponsorship SL
Sweden M&.C Saatchi AB Skeppsbron 18, 11130, Stockholm
M&C Saatchi Go! AB
M&C Saatchi PR AB
Switzerland M&C Saatchi (Switzerland) SA Boulevard Carl-Vogt 83, 1205, Geneve

M&C Saatchi plo

Country Entity Registered Address
Thailand Love Frankie Ltd 571 RSU Tower, 10th Floor, Sof Sukhumvit
31, Sukhumvit Road, Wattana District,
Bangkok
Turkey M&C Saatchi istanbul Acarkent Mah. 1 Cadde No 132B Beykoz,
Istanbui
United Arab  M&C Saatchi Middle East Fz LLC Al Thuraya Tower 1, Floer 14, Office 1404
Emirates Dubai Media City, Dubai, 62614
M&C Saatchi Fz LLC PQ Box: 77932, Abu Dhabi
United All UK entities (except for the following): 36 Golden Square, London, W1F 9EE
Kingdom Clear ideas Ltd 2 Golden Square, London, W1F SHR
Ciear ideas Consultancy LLP
M&C Saatchi Talk Ltd 3-b Rathbone Place, London, W1T 1HJ
Talk.Purpose Ltd
USA Clear USALLC B8 Pine Street, 30th Floor, New Yark,
Clear NY LLP NY 10005

M&C Saatchi PR LLP

M&C Saatghi Sports & Entertainment NY
LLP

Shepardson Stern + Kaminsky LLP
M&C Saatchi Agency Inc.

M&C Saatchi NY LLP

LIDANY LLP

M&C SaatchiLA Inc.

M&C Saatchi Share Inc.

M&C Saatchi Sport & Entertainment LA
LLC

Majority LLG
Clear LALLC
World Services US Inc.

M&C Saatchi Mobile LLC

138 W 25th Street, New York, NY 10001
2032 Broadway, Santa Manica, CA 90404

625 Broadway, 6th Floor, New York,
NY 10012

138w 25" Street, 5% Floor, New York, NY
10001

LIDA USALLP

48. Post-balance sheet events
Subsequent to the year end there have been no material events speeific to the Company requiring
disclosure. Those items relevant to the Group are disclosed in note 36.

49, Share capital
Movements in the Company’s Share capital can be found at note 29.
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INDEPENDENT AUDITORS’ REPORT

As a result of the guantum and quantity of these restatements and the number of balances affected, we considered there to be a significant risk around the completeness and
accuracy of these restatements. We obtained a detailed listing of the adjustments identified by Management and potential issues raised by the forensic investigation to understand
the nature of these adjustments and how they had arisen, along with the specific entities within the Group to which they related. We also examined the outcome of Management's
further review into the areas that were out of scope for the farensic investigation, but were noted as requiring further investigation, again considering the nature and reasons for
adjustments arising.

We planned our audit with the intention of being able to verify the accuracy and completeness of these prior period restatements. However, as explained above, it was not possible
to obtain the necessary audit evidence to conclude on the accuracy and completeness of prior period restatements.

A number of the prior period restatements impacted revenue as a result of misstatements in contract liabilities and contract assets in the opening balance sheet. We took this
intc account in planning our audit work on revenug, by including tests designed to check that similar issues had not recurred in the current year. Conseguently, we considered
there to be a significant risk of fraud or error, particularly arising from the incorrect application of IFRS 15, “Revenue from contracts with customers”, at entities other than those
whase pringipal activity was media buying. This included the application of principal/agent accounting, consideration of the number of performance obligations and application of
the correct cost inputs to percentage complete calculations where projects remained open at the period end.

In addition, taking the histery and type of business into account, we considered that fraudulent or incorrect entries to revenue could arise where fictitious revenue could be posted
with a corresponding false debit on the balance sheet, where contract assets and other current receivables other than trade receivables could make them easier to conceal.

The Group's complex structure with many subsidiaries also gives rise to a risk of material false journals being posted as part of the complex corsolidation process or within the
entities themseives to boost revenue.

To address the risks relating to revenue, we performed a number of procedures. For a sample of contracts in each in-scope reporting unit, we performed the following
procedures to test that revenue transactions existed, and were accurately recorded:

e Obtained and read the underlying contracts to understand the nature of the project/revenue, including understanding the number of performance obligations in line with
IFRS 15 and whether these were to be recognised over time or at a point in time;

» Examined Management’s assessment of agent versus principal based on the underlying contracts and challenged Management to provide additional support for those
contracts that were considered to be most judgemental; and

¢ Detailed testing from contract, through to invoice, to support the level of work performed and cash received.

In addition to this work performed over the full scope reporting units, we also performed a review of the revenue balance and target testing of specific items at other reporting
units with material revenue balances, including obtaining supporting documentation (e.g. contracts) for significant contract revenues and reviewing contract related balanse sheet
items to ensure these were supportable, as well as considering the judgemental areas as set gut above.

We also tested contract related debit balance sheet line items (accrued income) to underlying support including contracts, invoices and post year end cash receipts to obtain a
high level of assurance. This was performed through target testing and non-statistical sample testing to obtain evidence over the existence of revenue transactions and whether
they were recorded in the correct period.

Additionally, we performed testing of unusual journals impacting revenue, firstly through the use of data analytics to identify journals posted with urusual account combinations, and

then obtaining supporting documentation for any identified journals to ensure these were appropriate entries. We searched for material consolidation journals affecting revenue
and did not find any.
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INDEPENDENT AUDITORS’ REPORT

These conditions, along with the other matters explained in the Going concern note in the Preparation section to the financial statements, indicate the existence of a material
uncertainty which may cast significant doubt about the Group's and Company’s ability to continue as a going concern. The financial statements do nat include the adjustments that
would result if the Group and/or Company were unabie to continue as a going concern.

What audit procedures we performed
In concluding there is a material uncertainty, our audit procedures included the following:

« We obtained the Directors’ financial forecast used in their going concern assessment and their downside sensitivities and conclusions;

« We tested the mathematical accuracy of the Directors’ financial forecasts and the calculations for financial covenant compliance;

« We discussed with Management and the Directors, the critical estimates and judgements applied in their going concern assessment so that we could understand and
challenge the key assumptions made;

« We obtained evidence supporting the reasonableness of the significant assumptions, including internal documentation and, where possible, external evidence;

« We assessed the likelihood of the different scenarios and sensitivities considered by the Directors and performed our own independent assessment of other potential
downside scenarios;

» We also obtained the Management accounts up to 30 September 2020 and reviewed the trend in operating costs. We compared budgets produced at the start of the
COVID-19 lin April 2020 to actual trading and note that the cost base has reduced in line with budgets demonstrating that the budgeted cost reductions are achievable
and sustainable;

« We examined loan agreements and amendments in respect of the Group’s borrowing facilities and the related covenants and discussed these with the Group’s bankers.
We reviewed the covenant compliance of each forecast model;

s We considered the Directors’ assessment of the availability of additional liquidity and government support and the ability of the Directors to successfully implement
mitigating acticns where required; and

« We considered the appropriateness of the disclosures made in respect of the going concern basis of preparation.

Having performed the above procedures, we determined that there is a severe but plausible downside scenario where the covenants could be breached within the 12 months
subsequent to signing this report. The current facilities will also need to be refinanced before 30 June 2021 and the default clause on 2 qualified audit opinion in the banking
agreements will need not to be called in by the bank.
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INDEPENDENT AUDITORS’ REPORT con . -

faurd

thereon, were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters. In addition tg going concern, described in the Material uncertainty related to going concern section above, and prior period restatements/revenue recognition, described
in the Basis for disclaimer of opinion/qualified opinion section above, we determined the matters described below to be the key audit matters to be communicated in our report.

This is not a complete list of all risks identified by our audit.

Key audit matter How our audit addressed the key audit matter

Carrying value of goodwill and investments in associates and In order to address the risk relating to the carrying value of goodwill we performed the

Joint ventures (Group) and recoverability of investments in
subsidiaries and intercompany receivables (Company)

Refer to the Accounting pclicies in notes 16 and 17 {Group} and notes 40 &
44 (Company) of the Financial Statements.

The Group holds material balances relating to goodwili (£33.6m) and -
investments in associates and joint ventures (£3.8m). The testing of these
balances for impairment is inherently judgemental as it relies on a number

of estimates including cash flow forecasts, discount rates and long-term

growth rates. These items are all subjective and susceptible to

Management bias and calculation risk and resulting impairment charges

could be material.

The Company balance sheet includes £128.0m investment in subsidiaries
and £89.8m intercompany receivables. Given the factors set out above, this
is also an area of heightened risk of impairment given the level of
estimation in assessing Group cash flows. This risk is only relevant to the
Company.

following procedures:

Obtained Management’s identification of cash generating units (‘CGUs’), assessed this
against the criteria set out in IAS 36, “Impairment of assets” and assessed Management’s
allocation of goodwill and other non monetary assets across the CGUs. As a result of
these procedures Management changed their previous analysis of the CGUs, which
resulted in a prior year impairment;

Obtained Management’s value in use model as at 31 December 2019 and tested its
mathematical integrity, including validating inputs to the model such as the underlying
carrying values and discount rates applied. As a result of these procedures, we suggested
material amendments to Management, which were accepted and incorporated into the
model;

Assessment the appropriateness of the allocation of non monetary assets and costs to
CGUs

Agreed the forecast cash flows to Board approved budgets and assessed how these
budgets are compiled. We evaluated the key judgements and estimates used in the
forecast, including the growth rate through comparisons to external industry projections;
Compared the forecast to the actual performance in H1 2020, whilst appreciating that
COVID-19 will have had an impact in the later months;

Engaged PwC valuations experts to assess the perpetuity growth rate and discount rate
for each CGU;

Performed an independent sensitivity analysis to understand the impact of reasonably
possible changes to key assumptions;

Evaluated the indicators of possible Management bias in the impairment assessment by
challenging Management assumptions, which were more subjective.

Reviewed Management’s disclosures regarding sensitivities in relation to the impact of the
COVID-19 pandemic. More broadly, we considered whether the disclosures complied with
IAS 36.

Our procedures were focused on the specific CGUs within the UK and outside the UK where
headroom is lower or more sensitive to changes in key assumptions.
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INDEPENDENT AUDITORS’ REPORT con -

”

assessing if each scheme falls in the scope of IFRS 9 “Financial instruments -

or IFRS 2 “Share-based payments” and this impacts the balance sheet

treatment and the classification within the financial statements. The

classification is dependent on whether there is a service condition attached

to the award (e.g. continuous service). For those schemes deemed to be

within the scope of IFRS 9, there is a further judgement as to whether the .
risk and rewards assoclated with non-cantrolling interest {NCI) shares

remain with the owners of the NCI, and therefore whether NCI needs to be .
recorded in the financial statements.

Performed specific procedures over IFRS 2 and IFRS 9 schemes as follows:

IFRS 2:
We engaged our internal share-based payment specialists and performed the following:

Understood Management’s valuation approach and assessed suitability and application
for the share based payment schemes;

Challenged Management on the application of the Monte Garlo simulation used to model
the Company multiple (a market condition) and the need for subseguent revaluation of
subsidiary profits (a non-market condition);

- Challenged Management gver the interpretation of grant documentation supporting
specific schemes, which resulted in changes to the charges recognised being made by
Management;

For those schemes deemed to fall under the scope of IFRS 2, calculating the
fair value of incentive schemes and for those deemed to fall under IFRS 3
calculating the fair value of the put options involves a high degree of

estimation uncertainty. There is a potential range of reasonable cutcomes
that may be greater than our materiality for the financial statements as a
whale,

- Agreed and reviewed the completeness of the awards, forfeitures and exercises during

the year to supporting documentation such as grant letters and equity letters;
Performed a recalculation of the share-based payment liability at the year end relating

to cash-settled schemes;

- Corroborated the expected subsidiary profits used in the fair value calgulation to
budgets for each subsidiary and assessed the reasonableness of future profit growth;
and

- Considered disclosures in the financial statements to ensure it is complete and
aceurate.

IFRS 4:
We carried out the following procedures:

- Agreed the terms to underlying source documents and recalculated the IFRS 9 put
option liahility based on latest forecasts prepared by Management. We challenged
Management’s estimates on future profitability, profit multiples and growth rates; and

- Tested the exercises in the year by agreeing these back to bank statements (where the
liahility has been settled through cash) or to approved board minutes and/or equity
issuance documents (where the liability has been settled through issuance of equity).

These procedures resulted in a number of prior year adjustments being made as detailed in
note 2, as well as adjustments being made to 2019 results. This included reclassifying a number
of schemes from IFRS 9 to IFRS 2 and amending some of the valuation assumptions.
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INDEPENDENT AUDITORS’ REPORT coni-

How we tailored the audit scope

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial statements as a whole, taking into account the structure
of the Group and the Company, the accounting processes and controls, and the industry in which they operate. However, as explained in the ‘Basis for disclaimer of opinion/qualified
opinion above, there were limitations on the scope of our work.

The Group's consolidation comprises 119 reporting units including trading entities, holding companies and dormant entities. The Group’s trading entities vary significantly in size and
we identified 21 reporting units that, in our view, required an audit of their complete financial information, due to their size or risk characteristics.

Specific audit procedures over certain balances and transactions were performed at a number of out of scope components, to give appropriate coverage of all material or higher
risk balances at the Group level. in doing 5o we conducted work in gight countries through a combination of use of local PwC network teams, or members of the Group audit team
performing visits and testing locally. Further, specific audit procedures over central functions and areas of significant judgement, including unlisted investments, management
incentive schemes, goodwill and other intangibles, taxation and going concern were performed by the Group audit team centrally, Due to the complexities we encountered in auditing
revenue for the full scope entities, we also performed additional detailed testing over the out of scope entities with significant revenue balances including obtaining supporting
documentation for revenue contracts and reviewing the balance sheet accounts for revenue related items.

Together, the reporting units subject to audit procedures and centralised testing accounted for 84% of Group revenues and 79% of absolute Group loss before tax. For all reporting
units that were not considered to be in scope for audit procedures, the Group audit team performed desktep review procedures on a reporting unit basis.

Where the work was performed by an overseas reporting unit audit team, we determined the leve! of involvement we needed to have in their audit work to be able to conclude
whether sufficient audit evidence had been obtained as a basis for our opinion on the consolidated finangial statements as a whole. As a part of our year end procedures, we held
numerous discussions with the overseas reporting unit teams 1o evaluate and review the work performed, update calls on the progress of their fieldwork, discussion of issues
arising and judgements taken, and involvement in key meetings with local Management.

Our scoping of the Company was based on the materiality of the Company and covered all material financial statement line items and related disclosure notes, All work was
performed by the Group audit team.
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INDEPENDENT AUDITORS’ REPORT coni

Going concern

In accordance with ISAs (UK) we report as follows:

Reporting obligation Outcome
We are required to report if we have anything material to add or draw attentiontein  we have nothing material to add or to draw attention o ather than the material
respect of the Directors’ statement in the financial statements about whether the uncertainty we have described in the material uncertainty related to going concern

Directors considered it appropriate to adopt the going concern basis of accountingin - section above.
preparing the financial statements and the Directors’ identification of any material
uncertainties to the Group's and the Company’s ability to continue as a going concern
over a period of at least twelve months from the date of approval of the financial
statements.

However, because not all future events or conditions can be predicted, this statement is
not a guarantee as to the Group’s and Company’s ability to continue as a going concern.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our auditors’ report thereon. The Directors are responsiole for
the other informaticn. Our opinion on the financial statements does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent
otherwise explicitly stated in this report, any form of assurance thereon.

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 an apparent material inconsistency
or material misstatement, we are required to perform procedures to conclude whether there is a material misstatement of 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, wz are required to report that fact.
Except for the possible effects of the matters referred to in the “Basis for disclaimer of opinion/qualified opinion” section above, we have nothing to report based on these
responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by the UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, the Companies Act 2006 (CAQ06) and ISAs (UK) require us also to report certain
opinions and matters as described below (required by ISAs {UK) unless otherwise stated).
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INDEPENDENT AUDITORS’ REPORT cor: ..

Responsibilities for the financial statements and the audit
Responsibilities of the Directors for the financial statements

As explained more fully in Directors’ Responsibilities on pages 63 and 64, the Directors are responsible for the preparation of the financial statements in accordance with the
applicable framework and for being satisfied that they give a true and fair view. The Directors are alsc responsible for such internal control as they determine is necessary to
enable the preparation 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 Group’s and 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 Group or the Company or to ¢ease operations,
or have no realistic alternative but to do so.

Auaitors’ responsibiiities for the audit of the financial statements

Qur 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 auditors’ 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 FRC's website at: www.frc.org,uk/auditorsresponsibilities. This description
forms part of our auditors’ report.

Use of this raport
This report, including the apinions, has been prepared for and only for the Company's members as a body in accordance with Chapter  of Part 16 of the Companies Act 2006 and

for no other purpose. We do not, in giving these opinions, accept or assume responsiility for any other purpose or to any other person to whom this report is shown or into whose
hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting

Arising from the limitation of our work referred to in the “Basis for disclaimer of opinion/qualified opinion” section above we have not obtained all the information and explanations
that we consider necessary for the purpose of our audit.

Under the Companies Act 2006 we are required to report to you if, in our apinion:

¢ adequate accounting records have not been kept by the Company, or returns adequate for our audit have not been received from branches not visited by
us; or

+ certain disclosures of Directors’ remuneration specified by law are not made; or

+ the Company financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.
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ADDITIONAL INFORMATION

Advisors

Nominated advisor and broker
Numis Securities Ltd

The Londen Stock Exchange Building
10 Paternoster Square

London ECAM 7LT
WWW.NUMISCorp.com

Solicitors

CMS Cameron McKenna Nabarro Olswang LLP
Cannon Place

78 Cannon Street

L.ondon EG4N BAF

Www.cms.law

Auditor
PricewaterhouseCoopers LLP
1 Embankment Place,
London, WC2N 6RH
WWW.DWE.C0.UK

Bankers

National Westminster Bank Plc
1 Princes Street

London EC2R 8BP
www.natwest.com

Registrars

Computershare Investor Services Ple
The Pavilions

Bridgwater Road

Bristol BS13 8AE
www.computershare.com

M&C Saatchi ple

Secretary and registered office
Andy Blackstone

M&C Saatchi plc

36 Golden Square

London W1F 9EE
www.mcsaatchiplc.com

Country of registration
England and Wales
Company number
05114893

Investor relations website
www.mcsaatchiple.com

Corporate events
AGM
31 December 2020

Preliminary announcement of 2020 resuit
Late April 2021
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