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CHAIRMAN

2017 was 'a challenging year for our competitors. The larger communication groups were hampered by both their
size and their age, making it difficult for them to react quickly to the changing climate and the changing client
requirements,

Once again, our strategy was our saviour. New buginess and new busingsses pushed turnover, profits and
dividends to new highs. Credit must be given to our partners round the world; the system of shared cwnership
unites bur interests, creating an infectious combination of enthusiasm and determination.

This success increases the amount we pay our entrepreneurs, which can decrease our (statutory) profits but
since we don't pay it unless they make it, the more the better,

Last year we started sixtesn new companies, eight being exports of sucoessful enterprises and eight being
completely new divisions. With luck, amongst them will be the next M&C Saatchi Mobile or the next LIDA or the
next M&C:Saatchi World Services. We need to be as imaginative with our structure and our ways of working as
we are with the work we do for our clients. ,

ifany of uﬂur shareholders sees a gap in the market or knows someone who shouftint be a wage sfave, please let
us know. We are constantly looking for new people in new places.

ot

Jeremy Sinclair
Chairman
21 March 2018
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STRATEGIC REPORT

[nthe following report the terms Headline and Statutory are used.

Headine measures are used by the Board to assess the underiying profitability of the Group; thase are afternative
performance measures that the Board eansiders provide a more appropriate basis to assess the results of each
region and are how the business is managed and monitored on a day to day basis. The Group alsc uses a constant
CUITENCy measure to allow comparison of each business units performance between periods.

As described elsewhere, the Group’s business model relies cn allowing entrepreneurs to have a shargholding
intheir local business, whether organic start-ups or acquired. To give the entrepreneur potential future valug
and to protect the Group from having non-engaged minority shareholders, the local deals are structured 1o
reflect-local clreumstances, often with put and calt agreements in place.

The accounting treatmant of these put options depends upon whether the options are forfeited or not on
leaving the Group. If the put options are finked to continued employment and forfeited on leaving, then the
cption is deemed remuneration and accounted for as a share based payment (called conditional share
awards). Ckherwise, the put option is accounted for as a minority put option and revalued at the end of each
accounting period with any movement being charged or credited as finance mcome or cost (referred to as
minority shareholder put option liabilities). The Board excludes mingrity put oplion and share based payment
charges from Headline profit.

+ Othar adjustmeants made in deriving the Group’s Headfine profit include adding back amortisation or 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 refated charges taken to
the income staternent; impairment of investment in associates and investments; and profit and loss on disposal
of associates. Such exclusions are consistent with our industry peer group.

Statutory numbers within the Group's results are prepared in accordance with International Financial Reporting
standards (IFAS).

The key movements hetween statutory to headline results

£m 2017 2018 Movement Sh
Statutory profit before taxation a3 6.8 25 3%
Cenditional share awards 135 a6 48

Adjustments to put aption liabilties (3.0) - (3.0)

impaifment charge 52 37 15

Other . 2.7 47 . {20

Headling profit before taxation ory 238 38 16%




NEW BUSINESS

ALDAR PROPERTIES
AMEFF

~ AUTOMARK
BONDUELLE

CASING SUPERMARKETS

CENTERPARTIET
CHARLES & ALICE
CLNIQUE
COSTA COFFEE
DREAMS
HEWEKEN EXPORT
JACK DANIELS

- LEXUS
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LIFTON

LITTLE DISH

PACIFIC LIFE

PE CONSULTING

PFIZER

PRUDENTIAL

SBAL

SOUTH AFRICAN RESERVE BANK
THE BODY SHOP

UAE BANKS FEDERATION

VISIT BRITAIN
WINDHOEK



CHIEF EXECUTIVE

Continued

‘Eurcpe
European revenues increased 26% year on year, Headdine operating profit was up 30%, with a
headline operating margin of 15.3% (2016: 15.1%).

The Stockholm office maintained its dynamic new business performance, winning the property
company AMFF, the engineering client PE Consulting and the political party Centerpartiet.

Both Germany and Raly continue to excel, Mobile apened in Berlin whilst ltaly was appointed by
Sisal, a gaming company, in addition to being reappointad by Unicredit.

France remains challenging but in the sesond half the Paris office won projects from Gasing
Supermarkets, the sugar free children’s fruit snacks provider Char_fes & Alice and Bonduelle,
the processed v_egel.able producer. s

The Madrid office is much improved, and we started a sponsorship operation there in April.

Middle East and Africa .
Revenues in the Middle East and Africa were up 26%.

South Africa converted Windhoek, Heineken Expart and the South African Reserve Bank. in January
2018, they picked up Lexus and the second-hand car retafler Automark. We also acquired a
Johannesburg based sport and entertainment company Levergy.

UAE won the accounts of Aldar Properties, UAE Banks Federation and Unilever’s Lipton account.
M&C Saatchi PR opened in the UAE and won the Abu Dhabl Motors Rolls Royce account,

i QOperating profit in the region was up 45% and the headline operating margin increased to T0.7%
from 9.3% in 20186.

Asia and Australia
In Asia and Australia, revenues were up 23% year on year.

Australia performed well, benefiting from a full year of Woolworths. They won projects from Pfizer,
Prudential and Jack Daniels, although one significant client was lost in the year, IAG. In February
2017, we acquired 55% of Bohemia, a media buying and planning operation. This wider offer is
important in this market, where clients are increasingly looking for a tighter relationship batween
the creative providers and media buying and planning. In March, we [aunched The Source, our
successful UK research operation, in Melbourne, .

EUROPE REVENUES
+26%

MIDDLE EAST AND AFRICA
REVERUES
+26%

ASIA AND AUSTRALIA
REVENUES
+23%



CHIEF EXECUTIVE

Sumimary of restits

2017 saw record results in terms of both revenue and earnings. Revenues grew by 12%, with
constant currency revenues increasing 7%. Excluding the costs of businesses started In the year, we
refurned 2 headling operating margin of 11.3%, up from 10.2% in 2018. The headline prafit before tax
advanced 16% to 227.7m and headline earnings also rose 17%. Statutory profit before tax was up
&7% from £6.8m to £8.3m.

Our competitive advantages continue to deliver market-beating growth. We have an enirepreneurial
culture and ownership structure that motivates our peopie to defiver exceptional performance. We
have a genuine integrated offering that delivers greater effectiveness and efficiency to our clients.
We are not dependent upon multinational packaged goods clients, media buying or M&A. We are of
a scale and nimbleness where the birth, growth and success of our businesses can mitigate against
macro headwinds. Lastly, we start companles with the best talent in attractive geographies and in
figw growth channels, with 16 new businesses started in 2017,

UK

Revenue in the UK was up 6%, with Sport & Entertainment, PR and Mobile continuing to trade
partigularly positively. New businass wins included Dreams, Visit Britain, Little Dish, Lipton, The Body
Shop, Costa Goffiee and Clinique.

M&C Saatchi Spart & Entertalnment was crowned Large Spansarship Consultancy of the year,
M&C Saatchi PR was awarded Mid-sized PR Adency of the year and M&C Saatchi Mobile won Most
Effective Mobile Agency. t

Our London advertising agency manageriwnz team is now complete, incentivised with shares and
building good new business momentum.

M&C Saatchi Meriin, our taient management agency, launched a social influencer division in May
. which has very positive growth potential. We started Re, our successful Australian brand identity
unit, In the UK in Jure,

The UK headline operating profit was up 46% on 2016 without last year’s one-off restructuring costs
in the London advertising agency. The headline operating margin also benefitad from this, inpraasing
to 16.1% compared with 2016's 11.7%, These margins exclude the impact of Group recharges.

REVENUE
+12%

CONSTANT CURRENCY
REVENUES
+1%

UK REVENUES
+6%



Objectives and strategic priorities

Key performance indicators

The Group manages its operational performance through a number of key performance indicators:

« revenue growth, both regionally and within divisions, up 11.6%;

» continual impirovement of headline operating margins, up from 10.2% to 10.6%;
« headline earnings per share growth, up 9.3%;
« gnhancement of net cash from operating activities, up £6.7m year on year; ang

» improvement of the talent levels within the Group, in particular our creative capabilities, as well as

the reputation and integrity of ail our businesses. |

Summary of results

Statutory Headline
£'m 2017 " DMB 2017 2016
Billing 536 456.2 17.00% 538 4582 17.00%
Revenue . 2515 2254 11.50% 2515 2254 11.60%
QOperating profit 53 66 -19.80% 287 23 16.00%
Profit before taxation L F] 58 37.00% 27 23.8 16.30%
Profit for the year a8 33 36.70% 20.8 19.7 5.90%
Earnings 27 0.1 - 18 154 16.50%
EPS 34p 0.2p - 23.0p Nip 9.30%
Operating prodit margin 2.10% 3.00% -0.9pts 10.80% 10.20% DApts
{on revenue) .
Tax rate §0.90% 50.80% +0.1pts 24.70% 17.30% T.dpts
Revenue

Group revenues increased 11.6%, enhanced by currency movament, the main influence being the full
year positive effect of a weakening of sterling against most currencies following the Brexit vote. The
constant currency revenue growth was 6.5% (constant currency basis).



GHIEF EXECUTIVE.

Gontinued
We opened a new office in Jakar;a in January 2018,

The headline regional headline operating margin was 11.4% (2016: 11.0%), with the headline
operating profit ahead 37% on 2015,

Americas
Revenues decreased 3% and headline operating profit was down 53% with a headline operating
margin of 7.4% (2016: 15.5%).

Our Mobile aperations cantinue to perfarm well and are building a potent network across the US.

There was a drag in New Yark with a slowdown In advertising revenues, which dented the overall
region’s performance. SS+K 's pofitical and charitabie project revenues were particularly hard hit
in tha second half. A major restructuring was undertaken, and the agency is profitable in the first
quarter of 1018, LIDA New York epenad for business and was appeinted by Aston Martin.

Our Los Angeles office had a better year and was appointed by Pacific Life. We unveiled both Clear
and Sport & Entertainment there in the first half and our Mexico City office opened its docrs in
September. This year we launched Majority in Los Angeles, a production company with initially an
all-women diractor roster,

Qutlook .
2017 was another record year for M&C Saatchi in terms of both revenue and headfine sarnings.
Gur established strategy of winning new business and starting new buginesses continues to defiver.

This year has begun well, and we are confident that we will cantinue to make goad progress in 2018
and beyord

David Kershaw
Chief Exeoutive
21 March 2018

AMERIGAS REVENUE
-3%



FINANGE DIRECTOR

Continued

Cperating profit and margin

At Group Jevel, we monitor results on a headline basis. Our headline operating margin increased to
10.6%, and excluding the new businesses we have started during the year was 11.3% (2016: 10.2%),
with improvements in the UK, the Middle East and Africa and Asia and Australia margins.

Headiine results AR

The Group’s "headline” measures are used by the Board to assess the underlying profitabifity of the
Group; these are alternative performance measures that the Board considers provide a more
appropriate basls to assess the results of each region and are haw the business is managed and
monitored on a day-to-gay basis..The Group also uses a constant currency measure to aliow
comparison of each business units performance between periods.

The key movements between statutory to headline resutts

£m 2017 2016  Movement %
Statutory profit before taxation 9.3 6.8 25 3%
Conditional share awards 135 8.6 4.9

Adjustments to put option liabilities 3.0 {3.0)

Impairment charge 52 37 15

Provision against investments - &7 0.7}

Associate ravaluation - s} (0.9)

Amortisation of acquired intangibles 20 23 (0.3)

Acquisition refated remuneration 0.7 0.8 (0.1}

Headlne profit before taxation 21.7 258 348 16%

As deseribed slsewhers, the Group's business mode! relies on aliowing entrepreneurs to have
a'stake in their local business, whether organic start-ups or acquired. To give the entrepreneur
potential future value and to protect the Group from having non-engaged minority shareholders,

the local deals are structurad to reflect local circumstances, often with put call agreements in place.

The accounting treatment of these put options depends upon whether the options are forfeited or
modified on leaving the Group. If the put options are linked to continued employment and forfeited
on leaving, then the option is deemed remuneration and accounted for as a share based payment.
Otherwise, the put optionis accounted for as a minority put option and the liabifity is revalued at the
end of each accounting period with any movement being charged or credited to the incgomes
statement as finance income or cost.

10

- HEADLINE
+0.4PTS

- EXCLUDING START-UPS
+1.1°PTS

Far a full recontliation of statntory ta headfing rasults ses note 1.
For constant currency resuits sea nole 2.



FINANCE DIRECTOR

Continued

The key movements between statutory to heagdline results continved

The Board excludes put options and share based payment charges from Headline profit. Other
adjustments made in teriving the Group’s Headfine profit include adding back amortisation or
impairment of intangible assets {including goodwill and acquired intangibles, but excluding software)
acquired in husiness combinations, changes to deferred and contingent consideration and other
acquisition related chargas taken to the intome statement; impairment of invesiment in associates
and investments; and profit and loss on disposal of associates. Such exclusions are consistent with
our industry peer group. i

The increase in the put option and share based payment chargs resultad from the addition of new
businesses with minority equity as well as the enhanced performance of some of our business units,
which resulted in some of the future charges being acrelerated.

Ouring the year a deterioration in the revenues of one of our business units, SS+K, following a loss
_ of political and charitable projects, has resulted in a more cautious view of its future profitability,
and a goodwill impairment, see note 17.

Financiai Income and expense -

The Group's headfing net interest payable was £1.1m (2016: £0,8m). The increase in headline net
interest payable arose mainly from the full year effect of increased Group borrowing to fund
acquisitions during 2016,

The cregit for non-beadling fair value adjustment to minority put option abilities of £3.0m (2016;°
charge £0.6m) arose from reductions in future profitability estimates of one of our business units,
5S+K, together with movements in our share price, which decreased sfightly from 380.0p as at

1 January 2017 to 371.5p as at 31 December 2017, Further details can be seenin note 27.



FINANGE. DIRECTOR

" Continued

Tax ,

Most of the equity held by our entrepreneurs and aur interests in subsidiary companies receives
na tax credit in the event they are charged to the income statement via share based payments; put
option revaluations; revaluations of contingent payments and goodwill impairments. Such charges
to the inGome statement can create large swings and variations to our statutory tax rate,

The Group tax rate is different to the UK’s corporate tax rate:

2017 2016
UK corporztion tax rate 19.3% 200%
Headline adjustments:
Higher overseas tax rates B.7% 45%
US tax rate change 1.1% -
US tax losses utifised . (3.4)% (5.0)%
Under provision prior years 2.2% {0.4%
Other (1.2)% (1.8)%
Headline tax rate 24.7% 17.3%
Statutory adjustments:
Higher overseas tax rates and profit mix {3.0)% (6.2/%
US tax rate changs - - 14.8% -
Put option charges 14,4% 26.8%
Impzirments with no tax credits . - 12.9%
Statutory tax rate 50.9% E0.8%

Full reconcifation ean be found in note 14,

The Group operates plebally, mainly with countries whose tax rates are higher than the UK's.

'n December 2017 legislation was passed that reduced US federal tax rate from 38% to 21% from
1 January 2018. This has caused & revaluztion of all US deferred tax at the year end resulting in
a short term effect of reducing our local business profit after tax by £0.3m (headline profit} and
tn addition consolidated profit after tax by a further £1.4m (statutory profit).

Qver the last few years cur tax rate has benefited from the recognition of historic US tax losses,

-these were used up in 2017, In the past cur future profitability in the LIS has been very uncertain,
At the headline level the use of US tax losses in 2017 has offset the effect of the change in US tax
rate and the higher US rate in 2017 as compared to its future rate.

12



FINANCE DIRECTOR

Continued

Non-controlling interest

The proportion of profits attribytable to non-controlling shareholders reduced to £1.9m (2015:
£3.2m) with headline reducing to £2.8m (2016: £4.2m), The reduction was caused by our increased
heldings of US entities and our continued investment in new businesses.

Dividend

As part of a progressive dividend policy, the Board is proposing to pay a final dividend of 7.40p per
share (2016: 6.44p), diving a total dividend of 9.53p compared ta 8.29p in 2016. The final dividend will
be paid, subject to sharehoider approval at the B June 20718 AGM, on 6 July 2018 to shareholgers on
the register at 8 June 2018. .

Gash flow, banking arrangements and net assets

Cash net of bank horrowings at 31 December 2017 was £10.3m compared to £3.6m at 31 December
201B. The Group continued to generate cash, with the final quarter of 2017 being particularly strong,
which it used to make small tactical acquisitions and fund new offices, The Group spent £2.3m cash
and issued £1.5m of equity for acquisitions in Australia and Scuth Africa during the year.

To manage these acquisitions and to fund them going forward, the Group amended its banking
facllities with RBS on 29 November 2017. These comprise a revalving credit facility totailing £40.0m,
which reduces on 31 December 2018 to £38.0m and on 31 Decembar 2019 to £36,0m, This facility
matures on the 30 April 2020. In addition, to fund working capital in the UK, the Group has a £5m
debt factaring arrangement, of which £2.9m was drawn down at the year and.

Net assats advanced ta £64.1m {2016: £48.4m); the main movements being the net cash balance
increasing to £10.3m (2016: £3.6m) reflecting an increase in retained earnings of £0.4m.

Capital expenditure

Total capital expenditure for 2017 reduced to £3.8m (2016: £4.0m). This was 2 function of reduced
refurbishment casts, with less investment in office fit out needed, and increased computer
ecuipment cost as we update gur security and accounting systems.

Assoclates

The after tax return from our associates was a profit of £2.0m (2016: £1.5m). The majority of this
profit camé from our UK assoclate Blus 449 (formerly Walker Media) returning £1.6m (2016: £1.3m)
with a cantribution of £0.3m (2016: £0.2m) from aeioy, our associate in China.

Principat activity, trading review and future deveiopments Sea Directors’ Regort on page 18.

DIVIDEND
+15% PER SHARE



FINANCE DIRECTOR

Continued

Risks and uncertainties

During 2017 we have instituted an ongoing review process of the Group's risks and uncertainties
along with implementing the actions needed to mitidate them. In the past our principal risk has been
client losses. This review added cyber risk and staff retention. : '

Client fosses are damaging, although some turnover over time is normal and to be expected. -
Losses can happen for a variety of reasons, ingluding the affect of other risks such as economic
or politieal risk resulting in clients’ reduction or cessation of business; running out of funding after
work has been commissicned; or-redirecting their expenditure elsewhere. To mitigate this, we
continue to develop our offerings to reflect clients” ¢changing marketing mix and cross selling
oppertunities (new businesses). We continug to convert new clients on the basis of our creative
excellence, our strategic wisdorn, the commitment and brilliance of our staff and our diverse
portfolio of services (new business).

Staff remain our greatest asset and losing them is one of cur pringipal risks. Qur business model,

of empowering local entrepreneurs, giving them equity in thefr local businesses and allowing them ta
deveiop our offering helps us reward and motivate the logal entrepreneurs, and in turn motivate
tham to enhance local staff working with them and thus create business continuity. Best practices
from each office are shared, via bi-annual worldwide meetings and on an ad hog basis through lacal
and global working proups.

As gur product range expands and becomes more data and technology dependent so does our
cyber risk. The Group continues to monitor this expansion, update its computer systems, introduce
training programmes and employ knowledgeable staff. Cyber risk is regularly discussed at Board
meetings and we learn from the cyber events of others.

14

PRINCIPAL RISKS

1.Glient inss
2. Staff retention
3. Cyber



FINANCE DIRECTOR

Continued

The other risks the Group faces are:

« Internal control risk is axacerbated by local minoritizs’ ability to put their equity at a mulitiple of
profit. This is mitigated by regutar meetings with management, sharing and reviewing financial
data, local accounting manuals, an outsourced internal audit function, and bugsiness continuity
rules embedded in most put-options;

» Location risk due to local events where our staff are working globally that endanger our staff
or restrict our ability to trade. We moniter our glokal foet grint, Insuranoes and travel plans;

« Regulatory and legal changes can affect our trading, ownership structures or imerpretation of
our financial data. This risk is iflustrated by the changes to accounting standards (note 34) and the

- recent changes to US tax regulations and their future interpretations both at a federal and state
fevel that may affect our corporate structure in the US and our exporting to the US. We monitor
and plan for proposed and actual changes and interpretations;

« The risk that our suppliers, clients, or staff transgress or some event devalues our brand or

_ restricts our ability to trade, We have policies and training programmes and vet and monitor
clients and suppliers for association risk at all levels and ake any relevant action;

» Economic and political risks that could restrict our ability to access finance or trade
internatignally, Such rigks include as a UK headquartered Group and as a UK exporter, the
potential effects of Brexit on our ability to sell and invest globally or receive dividends and returns
fram our investments in a tax efficient mannar. We monitor and plan for proposed and actual
changes;

» Financial risk caused by changes to exchange rates, interest rates or our forecasts and estimates
and the Group’s share price, can affect our profitability and cash flows (nots 6). We monitor and
model likely and actual changes; and

» Investment rigk, that businesses we acquire or invest in fail to deliver their anticipated results.

We monitar our businesses” performance and give assistance where required. Where acquisitions
have not performed as well as expectad, we review and apply learnings to future investments.

Strategic report approval
By order of the Board

Jamie Hewitt VW/ sy
Finance Director

21 March 2018

15
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FINANCE DIRECTOR

MAURICE SAATCHI

EXECUTIVE DIREﬂTﬂF



BOARD

Continued
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DIRECTORS’ REPORT

The Directers submit their report together with the audited financial statements of the Group and
Company for the year ended 31 December 2017.

Results and dividends

The consolidated income statement on page 28 shows the results for the year. The Directors
approved an interim dividend of 2.13p totalling £1,714,073 (2016: £1,373,628) and recommend a final
dividend of 7.4p totalling £5,966,827 (2016: £5,032,795).

Principal activity, trading review and future developments

The principal activity of the Group during the year was the provision of advertising and marketing
services. The review of trading, future developments and key performance indicators (being
revenue growth, headling operating margin, headline earnings per share, and cash generation)

is on pages 610 13,

Risks and uncertainties
The Strategic Report sets out the principal risks and uncertainties page 14. Further details of our
financial risks and risk management can be seen in note 6.

Going concern

Given the strength of the Group's balance sheet, its net cash, its forecast compliance with bank
covenants, the risks the Group faces {note 6), the expected trading performance and the two-year
cash flow prajections, the Directors have a reasonable expectation that the Group has adequate
resources to continue in operational existence for the foreseeable future.

The Directors review the Group's profit forecasts, and review manthly its balance sheet and cash
flow foracasts. Annually, or earlier if needed, the longer term (greater than one year) cash flow
projections of the Grolp are reviewed, based on anticipated scenarios and acquisitions, If additional
funding is required, it is secured befere expenditure is committed,

Based on this, the Directors believe the Group will continue as a going concern for the
foreseeable future,

18

DIVIDEND
+15% PER SHARE
£7.7M (2016: £6.4M)



DIRECTORS’ REPORT

Continued

Financial Instruments
Details of the use aof financial instruments by the Group are cantained i notes 23 to 25 of the
financial statements. -

Political contributions and effect of European Union referendum

The risks the Group faces with the UK's departure from the EU include the following:

+ Dividend flows are received from EU operations, which ara presently not subject to
unrecoverabie withholding tax, that many non-EU resident Groups suffer.

« The Group is dependent on high quality and flexibie tabour. The unknown changes to immigration
rules are ¢reating uncertainty with the EU staff working in our UK offices.

« Increased sxchange volatility, with our contraets for exporting from the UK creating extra risks o
the Group. This has created, in the short term, a benefit to the Group, but this can quickly
reverse.

During the year, the Group made no political donations (2016: £5,000 of staff time was provided free
as part of the cambaign to rémain within the European Union).

Directors
The names of the Directots are given on pages 16 and 17, biographies can be found on our website
(www.macsaatchiplc.com).

The Board reviews the independence of the Non-Executive Directors on an annual basis and
considers them independent. Three Non-Executive Directors sit on our remuneration committee

-and audit committee, with Jonathan Goldstein serving as Chair of our remuneration committee and
as Senior Independent Director and Michael Peat serving as Chair of sur audit committee.

The Board met seven times during the year. The Board governs in the spirit of the QCA corporate
governance code for small and mid-size quoted companies.

Audit committes .

The Committee works to a programme of activities aligned to key events in the finangial reporting
oycle, standing items which occur regularly as required by the Committee’s terms of reference and
other agenda items that the Committee identifies.

i9



DIRECTORS’ REPORT

Continued

The main roles and responsibilities of the Committee include:

+ manitoring the integrity of the Group's ﬁnanclal statements and other announcements relating 1o
its financial performance;

= considering the Group’s-accounting policies and practiges, application of accounting standards
and significant judgements;

« goverseeing the relationship with the Group's external auditor, including consideration of the
objectivity and effectiveness of the external audit process and making recommendations to the
Board in relation to the external auditor’s appointment;

» keeping under review the effectiveness of the Group’s internal control and risk management
systems; and

* monitoring the remit and effectiveness of the Group's outsourced internal audit function.

The Audit committee met formally three times in 2017, holding a joint meeting and individual meeting
with both the Group’s Auditor (KPMG LLP) and the outsourced internal auditor {(BDO LLP). The
Group's Auditor has regular direct contact with the audit committee Chairman.

The Audit committee’s activities included:

» planning of and review of the external and internal audits;

» considering significant financial reporting judgements around accounting treatment of put
opticns and agquisition accounting;

» considering managements’ key estimates used to support its valuation of gotdwill and
associates;

= reviewing of management’s use of altarnative profit measures;

+ assisting the Board in its assessment of the Group’s risk environment, internal centrols and risk
management processes;

» reviewing internal auditor reports and the implementation of proposed corrective actions;

s reviewing working capital management; and

* overseeing the relationship with the external autitor, including the assessment of their
independence.

Auditor independence:

The external auditor, KPMG LLP, was first appointed in 2013, for the financial year ended

31 December 2013. The Board is satisfied that the Company has adequate palicies and safeguards
in place to ensure that KXPMG maintain their objectivity and independence. The external auditor
reports annuzlly on its independence from the Company. The faes paid to KPMG in respect of
non-audit services are shown in note 9. This work is not considered to affect the independence

or objectivity of the auditor.



DIRECTORS’ REPORT

Continued

Remuneration committee .
Meets on an ad hoc basis, when there is a nesd to raview Executive Directors’ pay and rewards.
There have been no meetings during the year,

Nominatlons committee
Meets on an ad hoc basis, when there is a need to appoint new Directors.

Social responsibility
The Group follows the guidance in the International (Social Responsibility) Standard IS0 26000 and is
accredited for BS OHSAS 18001, 150 14001 and is registered with CIPS Sustainability Index.

On top of which, the Group is involved with many campaigns (including paid, low bono and pro bono)
that help create a socially responsible world,

Emplayees and equal epportunities

The Group’s equal apportunities policy Is not to discriminate on any graunds other than someone’s
ability to work effectively. To defiver this we will make reasonable adjustrnents t0 working
arrangements and to the physical aspects of the workplaces.

Diversity of thought is important to the Group and its clients. The Group is working giobatly and
focally 10 improve its future talent poot and to enhance our ability to attract and nurture the best
talent regardiess of background, ethnitity or any disabilities. For details of our intiatives please see
www.mcsaatchi.com/diversity/.

The Group recognises that its principal assetis its employees and their commitment to the Group's
service, standards and customers. Degisions are made wherever possible in consultation with local
management, with sugcession planning performed on a regular basis at all Ievels Communication
with employees varies according to need and focal business size.

Slavery and human trafficking statement

The Group continually monitors its supply chains and operates a zero-tolerance poligy to slavery
and human trafficking as refiected in its Modern Slavery Statement.
(www.mesaatchiple.com/#governance)

insurance

The Company purchases insurance 1o cover its D]rectors and Officers against costs they may Incur
in defending themselves in fegal proceedings instigated against them as a direct result of duties
carried out on behalf of the Company.
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Continved

Directors & Substantial shareholdings i
As at 20 March 2018, the Compary has been notified by shareholders representing 3% or more of
issued share capital of the following interests:

- Shares held %
{ctopus Investments 9,858,637 11.9%
baradice Investment Management 9,305,257 11.3%
Aviva pic and its subsidiaries 4,780,768 5.8%
Invesca Perpetual 4,506,805 5.5%
Davig Kershaw*® 4,127,060 5.0%
Bill Mulrhead” i 4,127,060 5.0%
Maurice Saatchi* 4,127,060 5.0%
Jeremy Sinclair® 4,127,060 5.0%
Herald investment Trust plc 3,836,433 46%
Canaccord Genuity Group Ing 3,818,997 46%

'westes Wealth & lvestment 3,310,869 0%

* The above diactors” ehares and the 54,451 sharas hesd by Jamie Hewiti hava act changad daring th year,

Regularly updated details of the Directors and substantial shareholding can be found on the
corporate website www.mcsaatchiple.com.

Events since the end of the financlal year

The Directors are not aware of any events since the end of the financial year that have had, or may
have, a significant impact on the Group's operations, the results of those operations, or the state of
affairs of the Group in future years,

Treasury shares
At the Annual General Meeting (AGM) in 2017, the Directors werg given the authority to purchase up
to 7,770,000 of its ordinary shares. The Directors will seek to renew this authority at the next AGM.
During the year, the Company held 700,000 of its ordinary shares ("treasury shares”). The Directors
will use them to fulfil option obligations. ’
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DIREGTORS’ REPORT

Continued

Directors’ power to issue shares

At the AGM in 2017, the Directors were given the authority to issue up to 50,800,000 of its ordinary
shares of which 5,570,000 were approved to be issued for cash. During the year, the Company
issued 6,382,606 shares to fulfil options and to acquire aquity (note 29). The Cormpany did not fssue
any shares for cash.

Agreements that vest on change of comrol .
Depending on the circumstance some of our put cption agreements vest on change of contral.

Directors’ responsibilities
The Directors ara responsible for preparing the Annual Report and the Group and parent Company
finaneial statements 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 they are
reguired to prepare the Group financial statements in accordance with International Finanoial
Reporting Standards as adopted by the European Union (IFRSs as adopted by the EU) and
applicable law and have elected to prepare the parent Company financial statements in accordance
with UK accounting standards and applicable law (UK Generally Accepted Accounting Practice),
including FRS 101 Reduced Disclosure Framework.

Unger company law the Directors must not approve the financial statements unless they are
satisfied that they give a trus and fair view of the state of affairs of the Group and Parent Company
and of their profit or loss for that period. In preparing each ¢f the Group and Parent Company
financial statemants, the Directors are required to:

+ select suitable accounting policies and then apply them consistently;

» nake judgements and astimates that are reasonable, relevant, reliable and prudent;

« for the Group financial statements, state whether they have been prepared in accordance with
JFASs as adopted by the EL;

» for the parent Company financial statements, state whether applicable UK accounting standards
have heen followed, subject to any material departures disclosed and explained in the financial
statements; N

+ assess the Group and parent Company’s ability to continue 25 a going concern, disclosing, as
applicable, matters refated to going concern; and

« use the going concern basis of accounting unless they either intend to liquidate the Group or the
parent Company or to ¢ease operations, or have no realistic aternative but to do so.

SHARES ISSUED IN YEAR
6.481
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The Directors are responsible for keeping adequate accounting records that are suffisient to show and
explain the parent Company's transactions and disclose with reasonable accuracy at any time the financial
position of the parent Company and enable them to ensure that its financial statements camply with the
Companies Act 2005. They are 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, and have general responsibility for taking such steps as are reasonakbily 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 respansible for preparing a Strategic
Report and a Directors’ Report that complies with that iaw and those regulations. -

Website publication :

The Direclors are responsible for the maintenance and integrity of the corporate and financial
information included on the company’s website (www.mgsaatohiple.com). Legiskation in the UK
governing the preparation and dissemination of financial statements may differ from legislation in
other jurisdictions.

Auditor :

The current Directors have taken all the steps that they ought to have taken to make themselves
aware of any information needed by the Company's Auditer for the purposes of their 2udit and to
establish that the Auditor is aware of that information, The Directors are not aware of any relevant
audit information of which the Auditor is unaware.

KPMG LLP will be seeking re-appointment as Auditor of the Company and a resolution proposing this
will be put to the 2018 AGM.

By order of the Board
Andy Blackstone

Company Secretary
21 March 2018
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REMUNERATION REPORT

Policy on Directors’ remuneration -
Attracting and retaining high calibre executives is a key Group objective, We seek to reward them in
a way that encourages the creation of vaiue for shareholders.

Directors’ pension arrangements
The pension contributions, if made, are to the Directors® money purchase pension schemas.

Directors’ contrasts

Al Executlve Directers listed in the Remuneration Report have service contracts with 12-month
notice periods. All Non-Executive Directors have contracts with a nil to 30-day notice period
dependent on the clrcumstances,

Directors” options, conditional share awards

In 2018, four participants paid {by way of a combination of payroll taxes and subsoription price)
£100,727 each for the award, This amount is not refundable if the vesting conditions are not met.
In addition, one participant paid (by way of a combination of subscription price and deferred
payment) £51,266.76 for the award. This amount is not refundable and will be paid in full if the
vesting conditions are not met.

Vesting of the awards i subject to:

« the achigvement of Gertain earnings and total sharenolder return (TSR) targets {the
"Performance Conditions™) measured aver the period {rom 1 January 2015 to 31 December 2018
{the “Performance Period"); and

< the Company’s share price being above £5.00 per share at a point during the period between
1 January 2019 and 31 December 2022 {the "Share Price Target").

20% ot the award will be earned if average diluted EPS growth over the Performance Period is

above 10%. This 20% level will increase to 100% of the award on a straight-line basis if diluted EPS

growth over the Performance Period is between 10% and 20% (with 100% of the award being earned

ig diluted EPS growth of 20% or more is achieved). If EPS growth is below 10% diluted, no award will
¢ earned.
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Earned awards will be adjusted by the TSR condition. if TSR over the Performance Period is above
50% an earned award will be increased by a half; if TSR over the Performance Period is between 0%
and 50% no adjustment will be made to an earned award; if TSR over the Perfermance Period is
below 0% then earned awards will be reduced by 25%. The base share price used for TSR is 207p
being the share price at the time the award was valued. -

Subject to the Share Price Target being achieved, an earned award, representing shares in M&C
Saatchi Worldwide, may be exchanged for M&C Saatchi plc shares. The maximum number of M&GC
Saatchi plc shares that may be required to be issued under the LTIP arrangements is 3,383,605,

The award caused an adcﬁdnﬁng charge of £401k in the year (2016: £231k).

Other benefits

No Director of the Company has received or become entitled to receive a benefit {other than a fixad
salary as an emplayee/consuitant of the Company, the options indicated in this report, or a benefit
included in the aggregate amount of remunaration shown in the financial statements) by reason of

a contract made by the Company or a related corporation of which the Director is a member or
with a company in which the Director has a substantial financial interest.

By order of the Board

Andy Blackstone '
Company Secretary

21 March 2018
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Continued

Baslc salary Borus Benaftts bn kind® Fenslan Total
2017 £000 000 £500 £000 £D0D.
Directors
David Kerstiaw 34 - 28 - 220
Bill Mgrhead 374 - 47 - 421
WMawice Saatohi i14 - a7 - 416
Jeremy Sinclair . : ard4 - 45 - 418
Jamla Hewitt - 250 125 4 13 g
Total . 1,248 125 184 15 2070
Non-Executive Directars
Jonathan Gaidsteln * . . 40 - - - @
Michas! Dohbs. 40 - - - 40
Michasel Peat . 40 - - - a0
Total 120 - - - 120
Total Rewards 1,668 125 184 15 2,150

Basic satary Bonus' Bensfits inkind? Pension Total
e SOmD £000 000
Directars
David Kershaw 3r4 0 48 3 413
EfMuirhead © . ' M 50 49 - 413
Maurice Sastehi 314 50 45 - 469
Jerany Shiair 574 50 46 - 470
Jamig Hewitt 250 - 4 15 258
Tatal : 1,748 00 13 16 2,154
Non-Exsgutive Directors
Jonathan Geldstein L] - - ~ 40
Michael Dobbs, 40 - - ~ 40
Michaej Peat® * 22 - - - 2
Adwian Martin® 18 - - - 18
Tatal i 120 - - - 120
Tetal Rewards 1,866 200 192 16 2,274

1 These paper botuses were given a3 part of the condiitional share gward,
* Bwefits in ¥ind inglude car allowances and parmanent health insurance benefit.
¥ Served on boary for ooly part of the year,
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CONSOLIDATED INCOME STATEMENT

a7 2H6
Year ended 51 becember . T Hote £000 2006
Bifings 1 535964 458,180
Reverwe ' 1 251481 225,587
Operating costs T (248,146) (218,138)
Operating profit 1 53358 6,648
Share of results of assoclates and Joint ventures 10 1,987 1,530
Finance income 1 . 3328 440
Finance costs - . . i2 {1,546) {1,828
Profit before taxation 1 9,502 6,781
Tagation 14 (4,738) (5,451)
Profit for the year - 4,588 3,340
ARtributabia 10
Eguity sharehotders of the Group ’ 1 2872 144
Nor-controfing interests 1 1,884 AL
Profit for tha year 1 4,568 3,340
Earnings per share .
Basit {pence) 1 343p 0.20p
Diuted (pence} 1 331p 0.19p
Headline results®
Cperating profit 26,728 23,087
Profit before tax 27,6855 25,776
Profit after tax attributable to equity shareholders of the Group 179N 16,423
Basic earnings per share (pence) 23.04p 21.6tp
Diuted eamnings per shara (pence) 1.22p 20.55p

* The reconciiation of headfine to statutory results ahove ean ba found in note 1,

The netes on pages 34 to 79 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME

2017 206
Year arided 51 Bestmber £000 £000
Profit for the year 4,566 3,348
Other comprehensive Inceme® )
ditferences on tr 8 foreign operations before tax {1,177 5,154
Other comprehensive ncome for the year net of tax 0nn BT84
Tatal comprehensive income for the year 3,369 ‘10034
Total comprehensive income atiributabia to:
Equity shareholders of the Group 1,405 6,698
Non-controlling nlerests 1894 3,196
Total comprehehsive Income for the yoar 3389 10,094

* Allitems in ol comp income will be reclassified to the income statement.

The notes on pagas 34 to 73 form part of these consolidaled financial statements.
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CONSOLIDATED BALANCE SHEET

H 017 2018
At 31 Dacember Note ED00 £000
Non-current assets
Intangible assels . 17 48,515 51,004
fvestments n associates . - p.) 18,725 19217
Plant and equipment ot 12,269 10,619
Deferred tax assets . 15 4,187 31z
Other nan-current assets : 2 9325 1.455
i 94,831 91,467
Currentassats
Trade and other receivabies 21 120,098 00,8724
Current tax assets 845 1,067
Cash and cash equivalents -~ ) 49,057 32,222
168,885 143,105
Current liabilitles -
Trade and other payables 24 (128,256) (115,886}
Current tax liaifties (1.221) (1,186)
Borrowngs 25 (3,731} {3,670)
Deferred and contingent consideration . % 377} -
Minority sharehoider put option dabilities bid (14,813} (20,2163
(144,398) (140,958
Net current assets ) . 21,600 2,145
Tota! assets less current llabiltles 118,231 93,612
Non-current liahbilitles
Deferred tax hatilities 18 Ten (380}
Berrowings 25 (31,76d) (26,277}
Contingent canstderation 833y -
Minerity shareholder put option [abifties g (10,316 (12,950)
Other non-current Liabilities 29 {2,A87) {2,608)
N i - “(§2,181) (44,215}
Total net assets 84,070 49,397

The notes on pages 34 ta 79 form part of these ¢ idated financial
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CONSOLIDATED BALANCE SHEET

Continued
2017 2016
1 31 December Note £100 £000
Equity .
Share capital 2 13 749
Share gremium 32,085 4099
Mergar reserve 31,592 31,502
Treasury reserve (182) (792}
Ménarity Intecest put option reserve (13,958) (20,598)
Nor-controfing interest acouired {21,040 {13,122}
Forsign exchange reserve 3,503 A,7ID
Retained earnings 25,935 15,871
Equity attr e to shareholders of thi: Group 57,638 42,569
Non-contreling interest 8,532 6,828
Total equity . 84,070 49,397

These consofidatad financial statements wark approved and aythorisad for issua by the Board on
21 March 28t8'and signed on its behalfby:

Jamia Hewitt %.mu.t’ e w

Finance Director /

M&C Saatchi pic
Gompany Number 05114893

The notes on pages 34 to 79 form part of these consolidated financial statements.
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“CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Nen-

Ron-
Miput controling Fareign
Share Share MWerger Treasury option Interest exchange Ratatned Interust n
Capital pramium reserye reserve resarve acquired reservss earnings Subtotal squlty Total

Note £000 £000 £500 000 E000 H000 000 2000 £000 £000 £000
At 1.Jaruary 26 [t 17,338, 31,592 (792} (12,535) {3,233) (1.884) 12,675 EIAV ] 4,25 42,04
Acquisitions I8 - - - - (10,249) - - - {10,249) 1918 (8,330)
Acquisitions of minocity intecest 4 1,364 - - - {1227 - - 148 - 146
Exercise of put options Hi 18 5,397 - - 2356 (2,368) . - 5,415 47 5,368
Disposals - - - - - - - - - (%[0} oo
Exchange rate movements - - - - (120) {301) - - #) 827 208
Issue &f shares to minorities - - - - - - - - - 14 L
Issue: of options 30 - - - - - - - 515 618 - 515
Shara option charge Eol - - - - - - - r.og7 7,997 - 7997
Dwidends 16 - - — - - - o {5,458) (5,458) {3,166) (8,624)
Total transactions with owners n 8,761 - - {B,003) (3,869} - 3,054 (2,056) (663} 2,718)
Total camgrehensive Incoms - - - - - - 5,754 144 6,208 3,198 10,084
for theyear - ) .
At 31 December 2018 748 24,099 31,592 {792) {20,538) (13,122) 4,170 15,81 42,59 6.828 48,397
Acquisitions 18 4 1,488 - - - - - - 1,502 235 1,737
Acquisitions of minorily interest 5 1,587 - - - (1,390) - - 202 310 512
Exercisa of put options a7 55 4811 - - 6,640 (6,640) - (61} 4905 - 4,805
Exchange sate movements - - - - - - 112 - - 112 (252) (140
Sharg option chargs 30 - - - - - - - 13,501 13,501 - 13,501
Dividends 16 - - - - - - - (8,748) 6,748) (2.483) (9,231)
Total transactions with owners 64 1,808 - - 6,840 7.518) - 6,692 13474 (2,180) 11,284
Total comprehensive income - - - - = - 1,170 2,872 1,485 1,804 3,369
for the vear
At¥ 2017 813 52,005 31,552 (792} (13,058) (21,040) 3,583 25,235 57,538 8.532 84,070

The definitions of the raservés reported in the above can be found in note 5.

The notes on pages 34 to 79 form part of these canselidated financial statements
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CONSOLIDATED CASH FLOW STATEMENT AND ANALYSIS OF NET DEBY

. 2017 015 2417 216

Year anded 31 Decamber Note 200 000 Vet gnded 31 Decermber Mota 2000 £000

Revenue 251,481 205397 Net cesh from operating and investing activities 19914 1318

Operuting T (248,146)  (218,738) F activities

Operating profit 5,335 5,549 Dividends paid to Equity holders of the Company 16 (8,748) {5,458)
Adlustments for: Dividends paid 1o non-controfing interest (2.484) (3,186)
Deprpgation of plant and equipment 21 3078 2,668 Issue of shares to minorities - S14

Loss on ssle of plant and equipment 87 542 Repayment of finance leases (28) (38)
Loss on sale of software intangbles 4 n Inception of Invoice giscounting - 4,455

Falr value revaluation of assodiate on step acquistion 5 - B Repayment of invoice discounting (730) {3,943)
\mpalrment and amartisation of acquired intangle assets 1T 2,001 232 Inception of bank loans 10,240 11,438

Impairment of associate and lnvestments b1k - 4389 Pepayment of bank loans 358} (781)
Impairment of goodwil . 1 5214 - interest paid (1,275 (1,230)
Amortisation of capitaiised saftware imangible assets 7 21 354 Net cash by financl v (1,384} (5.622)
Eguity settied share Dased payment exgx 30 13,5801 7387 Net (decrease)/Tncrease in cashand cash 17,536 (3.284)
Operating cash before Inworking capttal 29420 25792 eau

\ncraase in trade and ather receivabies (10,808) (22,334} Eftect of exchange rate fupuiatlons on Gash neid as8) 3270

inureases in trade and other payabies 11,865 13342 Cash and oash eq at the beginning of the year 32222 32,248

Cash gensrated from operations 30,281 22600 Cash and cash at the end of the year 48,357 32,222

Tax paid {8,720 14,073}

Net cash from operating activities 23,584 18727 Bank loans and boerowings™ % (3BT 128,582)
Investing activities Net cash 10,282 5640

Acquisitions of subsiciaries net of cash acquired L 951} (128201 * Bank loans and boncowings exchrdes §2,815k {2016 £3,B45k) of invoice discountiag.

Dispesal of subsidiaries net of cash divested - (263)

Acquisitions of investments m 2024 [1,066) The notes on pages 34 1a 79 form part of these consolidated financial statements,

Proceeds froen sale of plant and equipment I 2

Purchass of plant and equipment n 3,450 3813

Purchase of capitalised software (385 (34

Dividends received from assotiates b 1,808 m

Interest received . ) 288 440

Net cash d activitles (46400  {17,399)

Net cash from operating and investing activities 18,813 138
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NOTES

1.Headline results and garnings per share
The analysis bekow provides a reconciation between the Group's statutory rasuits and the heading resists.

Amgrtisation impairmentol  Intangibla US onputoptions Revaluationof Acqulsition Put option

of acquired acquked tax rate US tax rate comtingett related acsotmting™

Intangiios Intanglbies change change conslderation remuneration” {ncte30 & Headline

2017 {notz 1) (note1?) {note 14) {note 16) (note 28) (note B) nate 27) results

Year ended 31 Decamber 2017 Nots £600 £000 2000 £000 E000 2000 2000 £000 £000
Blilings 2 535,964 - - . - —~ - _ _ 535,884
Revenue 2 251,481 - - - - - . - -~ 251,481
Operating profit T 5335 2,021 5,214 = - 4 14 13,501 825
Share of resuts of associates and JV 1 1,987 - - - - - - - 1987
Finance incama N 3328 - - - - - - (3,037) 289
Finance cost 12 (1,346} = - - - - = - (1.348)
Profit bafore taxation 2 0,302 2021 5,214 - — 40 814 10,464 27,865
Taxation . 14 (4,736) {B71) {1,804} 831 392 = - (898} (8834)
Profit for the year 4,568 1,350 3410 881 392 40 814 9,468 20871
Hon-controling interests (1,898) (365) - - - - (591) - 2,850)
Profit attributable to equity holders of the Group*™ 2,672 905 3,410 981 392 43 23 9,468 78N

*  Details of this breakdown can be found in note 8. The non-controffing Interest charge is moved to operating profit ¢ue to undertying equily being defined as a canditional shara award.

** These values represent put options aceearied for as condltional share awards (£13,507K) {note 30} and fair value afustments to minority put cotion fabfities (£3,057k] (nota 27).

*** Headline earntngs are profit attributzble Lo equity holders of the Group 2fter 2dding back the adjustmenls noted above, The increase (8 calculaiss 2 tha difference hetween 2015 and 2017 measures. Headline operating margin is calclaled as:
Headline operating profit divided by revenue. kaadf mar Rew as: Haadinz cperating profit after adding back the cost of businesses started divided by revenue. This cost of business started
during the year has beew calowlated as 21.6m (2016: £0.1m).

Tha Directars bafieva that the headiina results and headline earrings per share provide additional usefu! Information on the underlying performance. The headline result [s used for internal performance management,
caleulaiing tha value ¢f subsldiary convartibla shares and minority interest put options. The term heagline Is not a defined term in IFRS.

The items that are excluded from headline results ara the amortisation or Impairment of intangible assets (including goodwill and acquired intangibles, but exchiding software) acquired in business combinations,

changes to deferred and contingent considaration and other acquisition related charges taken to the income statement; impairment of investment in assoaiates and investments; profit and loss on dispesal of
associates; and the income statement impact of put option accounting and share based payment charges,
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NOTES

Continued

1, Beadline results and earnings per share continued

The analysis below provides a reconciliation betwean the Group's statutory resuits and the heading results.

Provision  Revaiuation of Acquisition ‘Putoptien

acquired  Impalrmant of 8gatnst  énassotisteon related secounting
rtanglbi nota M & Heasling
UAE {rota i} (nota 20y {nota 22 {note 20} (note &) note 27 resufts
Year gnded 31 December 2018 Hots £000 £000 £000 000 £00C 2000
Billings 2 458,180 - = - - = 458,180
Revenue 2 225 387 - = - - = 225,387
Operating profit 7 6649 3,324 3,73g 651 BSS §19 1,891 23,031
Shars of results of associates and JV . 10 1,630 - - - - - - 1.5%
Flnanc income: " 440 - - - - - - 440
Finance cost 12 {1.828) - - - = L= 587 (.23
Profit before 2 6,791 232 3,738 651 853 &g 8,594 23,178
Taxation , 14 (3.451) {638) - - - - {410
Profit for the year 3,340 1,656 3,758 651 859 813 8,504 19,666
Noa-controling interests (31960 _ {256} - - - (540) (251) 4.243)
Profit attributabie to equity bolders of the Sroup 143 1.409 3,738 651 ] 274 B343 15,423

* Detais of this breakdown €an be found in note B, The: non-controfing laterest charge is moved Lo aperating profit dus o yndertying equity being defined as a conditiona! shara award.
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NOTES

Continved

1. Headling results and earnings per share continued

Basic and dinted earnings per share are caleikated by dividing profit attributable to equity halders of the Group by the weighted average number of shares i issue during the year.

HeacHna
a7 207
Year ended 31 5 bar 217 £000 £000
Profit attributabils to equity sharehalders of the Group 2672 17,971
Baslc earnings par share
‘Weighted average number of shares (th ) 77,889 71899
Baslc EPS 3.43p 23.04p
Diuted earnings per share”
Weighted average mumber of shares (thousands) as above 77,888 17,999
Add
- Conditional shares without dividend rights 2,783 2,763
- Conditional shares with dividend rights™* 3,828 5,828
— Contingent consideration 108 08
Total 84,899 84,509
Diluted earnings per share 3.16p 2.22p
= Allthe aut options detaded In nete 27 arg son-diutiva as the exercise price approximates fair value of the undertying non-controlfing interest.
** Cononal share with dividend rights sre exchaded from any calodation of conditional share awards that uses dikted EPS growth as a measure.
Hezdline
2116 Ll
Year ended 31 Dacembar 2018 £000 000
Profit attributable to equity sharsholders of the Greup 144 15,425
Basic earnings per share
 average number of shares {th ds) 4,193 73,193
Baslc EPS 0.20p 21.07p
Diluted earnings per share®
Weiphted averaga number of shares {thousands) as above 73,193 AL
Add :
~ Conditional shar 1,867 1,887
Total 75,080 75,050
Diluted earnings per share 0.19p 0.55p

* All the put aptions detalles in nate 27 ara non-ilutive as the exercise price approximates fair valve of the underlying non-cantrofing interest.
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NOTES
Continued

2, Segmental Infarmation
Segmental and headline income statement

Mdcis East Aslaand
UK Eurgpe and Airica Australn Americis Total
Yeap gnded 31 Decamber 2017 £000 £000 2000 £D0D £000 2000
Blllings : 168,200 59,037 27,207 132,007 148,414 535,084
Revenug 24,013 33,482 14,850 83,703 44,823 251481
Operating profit Group costs 16,148 5,187 1,668 7733 3,385 33,022
Group costs {5,821) 1 - 339) (68) (8,267)
Operating profit 5,328 5,118 1,568 7,394 3,519 928,725
Share of rasuks of essccistes and JY 183 3 - 51 - 1,987
Finandial inzome ang cast (437) (88) 1 48 (810} {1,057)
Profit befors taxation 10,524 5,050 1,679 7,198 2,709 27,855
Taxation (1,478) (1,804} {a21) 2,11 1.221) (B,834)
Proftt for the vear 8,046 3,448 1,158 5,583 1,488 20,821
Non-controlling inferests 812) (721} (638} {1,158} w? (2,850)
Profit aitributable to equity sharshalders of the Group 8,253 2,125 624 4494 1,885 17,81
Headline baslc EPS 2304
Non-cash costs Incl 11 headline operating prafit:
Depreciation 1,386 357 n 678 388 3078
Amortisation of software T 37 1 93 - m
Share option charges - . - - - - -
Difice locations London Paris  Johannesburg - Sydney New York
Mian  CapeTown  Meibourne Chicaga
Berlin Abu Dhabl Naw Deli  Los Angeles
Madrid Dubai Bangalore  SanFraneisco
Geneva Beirut Islamabag Mexizo City
Stockholm Tol Aviv Hong Xong 520 Paulo
Moscow Shanghai
Istanbul Tokyo
Kua'a Lumpur
Bangkox
Singapore

Segmental resilts are recontiled to the Income slatement In acte 1. Dur segmental any headline resulls arg one ang the same. Tha above segments reflect the fact thal our busingss is run on an
operating unit basis. In accordance with IFRSA paragraph 12, we have aggragated our operating units into reglonal segements. Financial information provided to the Chief Operating and Declsian
maker, which Is the Board, Is compiled based on geographical regions with trading operations » each country aggregated Inta that region. This Is on the basis that each country included in that
region has siméar economic 2nd operating characteristics and that the products and servises provided by entities in geographic ragion are all related to marketing communication services.
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NOTES

Continued
2. Segmental information continved
: : Middie East Asiaand
UK Eurcpe and Africa Australia Americas Total
Year ended 41 Decamber 2016 £000 2000 £000 £000 £000 £000
BHIngs 154,844 34.504 22,810 BE.665 153,357 458,180
BB,504 26,695 1,573 52.531 45,304 225,387
Operating profit excluding Group costs 10,398 4,028 1,085 5,754 bALE] 28,384
Group costs (4.879) {87) - 345 138} (5,347)
Operating profit 5,518 3.941 1,085 5411 7001 23,037
Share of results of assodiates and JV 1,323 (5) - 206 [¢)] 1.530
Financial ncoma and cost (343) (43) 42 -124 (572) {791)
Profit before taxation 6,499 3,895 1,128 56,8256 6,429 23,716
Taxation (a11) {1,350} {362) (1.458) (124 {4,110)
Profit forthe year 6,668 2,545 766 4,367 6,300 18,686
Non-controling nterests (1,320} (484) (326) (834) {1.259) (4,243)
Profit attr 0 equity shargholders of the Group 4,368 2,061 40 3,55 5041 16,423
Headline basic EPS 21.07p
Non-cash costs In headiine aperating profit
Depreclation (1,364) (242) (189) {229) (548) (2,668)
Amgortisation of software (268) (62) @ (13 )} {564)
Share optioncharges - - - = = =
{ffice Jocations London Paris  Johannesburg Sydney New York
Milan Capa Town Melbourne Chicaga
Berin Abu Dhabi NewDell  Los Angeles
Madrid . Dubai Bangalore  San Francisco
Geneva Beirut Eslamabad S80 Paule
Stockhokn Tel Aviv Hong Kong
Mascow Shanghal
fstanbuk Tokyo
Kuala Lumpur
Bangkok
Singapore

38



Continued

2. Segmental Information continued
Segmental balanca shest
This note includes balanee sheel information requirad by IFRSE and other information required by IFRS12.

Mideha East Asla allld

UK Europa and Africa Australia Americas Tota)
Year ended 51 Begember 2017 2000 £000 000 5000 2000
Non—turrant assets 53,307 45856 1,389 7883 22,468 89,834
Gurrent assets 70,426 25,848 12,455 38,408 24,105 168,053
Total assets : 125,758 - 30,304 13,854 44,382 48,604 258,887
Current Habilities {13,383) (27,702) _ (10,114 {33,055) 43,787 (128,831
Nan-gurrent liabllities (1,282 {a25) (5) (684) (934) {3,320}
Total fiabftties (14,845 (28,127 (10.718) (35,120) . 44,731) (131.951)
Non-controfling Interest in equity at year end 5,148 115 635 1,608 1858 8,532
Dividends paid to non-controiling interests during vear ary {228) 6210 {1,113 241 2483
Non-hezadling amortisation 81 - 35s 420 1,168 2,0
Non-headline impairment. - - - 631 4,583 5214
Capital expenditure 2,339 433 459 513 7 383
Depreciation 1,586 357 a 576 388 3,079
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NOTES

Continued

2. Segmental Information continued

Middle East Aglaand
UK Eurtpe and Africa Austrafia Americas Total
Year ended 31 December 2018 £060 2000 £00¢ £000 £000 £000
Non-current assats 47,42 3,869 1,618 4,182 30,781 BB.355 .
Current assots 56,562 18,493 7.812 24,574 33,106 142.046
Totalassets 104,474 23,354 8,531 29,166 63,886 250,4M
Current labilitlas 8.4 (20,879) (6,910} (20,704) (43,152) (115.888)
Non-current llabliities (404) (438) (38} (631) £1,095) (2,608)
Tatal kabilities {18,548) (21,318) {6,949) (21,333) {50,247) (118,484)
Non-gontroling Interest in equity at year end 2,063 2m 436 11 2887 6.828
Dhvidends paid to non-controlting interests during year o 678 128 97 LAl 3,186
Non-headiine amortisation 1,000 A 267 17 838 2,394
Hon-headine impairment &1 - - - 1,738 4,388
Capita) expenditure 2307 -l 524 543 308 398680 °
Depreclation 1,364 242 185 328 548 2,668
Reportable segment assels are reconciled 10 total assets s lollows:
a7 26
£000 £000
Segment assets 258,087 230,401
Current tax asset 845 1,067
Oeferred tax asset 4,787 3,112
Total assets per balance shest 284,829 234570
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NOTES

Continued

2 Segrnentai informaticn continued
Reportable segment Habilities ars reconciled 10 total labilties as follows:

27 2018

£000 S000

Sagment llabilitias (131,95%) (118,494)

Deferred tax Rabiities 781 {380}

Gurrent tax ¥abilties (1,221) {1,188)

nvoice discounting and short-term bank loans (3,745) {3.645)

Other financial Habiities (a1.764) (26,302}

Minority sharefwider put option llabfties - (25,128) {33,166)

Total iabiitles per bajancs sheet {200,560} {186,173}
Additional reglonal splits required for \FASS by origin

Middle East

Uk Exrupe and Africa Australla Asla Americas Tatal

Year endad 31 Decamber 207 5000 £000 £000 £000 £000 2000 000

Revenue 95013 33,402 14,850 568,052 8,651 44,623 251,481

Non-turrent assets 53,308 4,656 1,309 2,325 5,680 22,488 89,824

Middie East ‘

UK Eurape end Africa Australia hsla Americas Total

Yasr ended 51 December 2016 000 £000 £000 S000 >3] £000 £000

89.504 26,685 11673 44311 10,220 45.994 226,387

Non-Gurrent assets 41,812 35.861 1,619 2,840 1,242 30,781 88,365
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Continued

2. Segmental Infermatior contiwed

2117 Segmaental income statement transiated at 2018 average exchange rates

It Is normal prectice in our industry to provide constant currency resudts.

Had our 2017 resufts been transtated at 2016 average exchange rates then our constant currency results would have been:

Widdle East Asls and
UK Eurpe and Africa. Americas Tota!

Year ended 31 Decamber 217 2000 £000 00 £000 000
Revenue R 94,013 31,507 . 12,649 60,308 42,582 240,859
Operating profit exciuding Group costs 15,150 4,833 1,258 7335 3,801 31,857
Group costs (5,819) (66) - @315 (B5} (6,285)
Operating profit . 8331 4,767 1258 7,020 3,518 25,892

Share of results of assogiates aod JY 158 4 - 340 - 1877

Financial incoma and cost {458} (68) [ 48 {578) (1,051}
Profit before taxation 10,508 4,703 3,266 7406 2,737 28,818
Yaxation {1,474) (1,483) (322) (1,887) (1,182) (6,438)
Proft for the year 8,032 5,209 844 5,418 1,575 20,179
Increase/(decrease) in 2017 results caused by transiation differences {13) {237) (214) (264) ar (642)
The key currencles that affect us and tha averaga exchange rates used were:

. ) 2017 2016
US daflas 12884 1.3558
fan ringght 6.5370 56104

Austrafian dollar 15808 18247

Seuth Afrfean rand 171503 19.9843

Brazilan real 41129 474432

Furo 11417 12244
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NOTES

Continued

3. Group subsidiaries
The Group befieves that [ocal entrepreneurs should own a local stake in their desting. This'is reflected in the list below and the accounting affects in notes 20, 27 and 30,

The principal group subsitfiaries and iated o ies are:

As at 31 December- 217 _Conmtry Effective % swhsrship Activities
UK . X
Audience Corr munications Ltd"® United Kingdom 100 Marketing
Clear |deas Consuitancy [1P™" United Kingdom ) Marketing
Clear idaas Lid"* Unlted Kingdom . Marketing
FYND Media Ltd United Kingdom 100 Mexiia Buying
Horizon PA Ltd™* United Kingdom 80 PR Agancy
Human Digital Ltd"* . United Kingdom 0 Research
Influence Communications Ltd United Kingdom 8 Dormarnt
Lean Mgan Fighting Machine Lid™ United Kingdom. 100 Advertising
LIDA (UK) LLP* United Kingdom 99 - Direct Marketing
LIDA Ltd™ & Linited Kingdom, 100 Direct Marketing
MAL Saatohl fUK) L1d*" & = Linited Kingdom 100 Adverting
M&C Saatchi Acceterator Ltd** . United Kingdom 80 Advertising
MA&C Sadtehi European Holdings Lid™ United Kingdom % Holding Company
M&C Saateh) ExporiLid™= & =* Uritad Kingdom 100 Advertising
MB,C Saatchi German Holdings Ltd"" United Kingdom 108 Holding Company
MA&C Saatchi Biobal Advisory Services Lid™ United Kingdom 100 Advertising
M&C Saatchi Interpational Lid"* United Kingdom 100 Hoksing Company
MG Saateh Markeling Arts Lid** United Kingdom 50 Advertising
MAC Saatchi berin Lid™ United Kingdom 5 Talent Management
M&C Saatchl Middle East Holdco Ltd** United Kingdom B0 Howding Company
MAC Saatchi Mobila Ltd™ - United Xingdom 0 Mobile i

43



NOTES

. Continued

3. Group subsidiaries continuzed

A5 at 31 Decemiber 2017 Country Effective % ownership Activities
UK continued

MAL Saatchi Netwark Ltd™ & “** United Kingdam 100 Holding Company
MA&C Saatchi PR International Ltd™ United Kingdom 60 PR Agency
M&C Szatchi PR Ltd** United Xingdom mw PR Agency
M&C Szatchi PR UK LLP** United Xingdom 60 PR Agency
M&C Saatchi Shop Ltd™" United Kingdom :13 Markating
MAC Szatchi Sport & Entertainment Ltd™" & United Kingdom 10 Sport Sponsorship & Entertamment PR Agency
M&C Saatohi WMH Ltd*" United Kingdom 100 Hokding Campany
M&G Saatchi Warld ServicesLLP™® United Kingdom 80 Marketing
M&C Saatchi Woridwide Ltd** & = Uiréted Kingdom 100 Holding Company
M&C Saatchi WS .ORG Lud** United Kinggom 1) Not for profit marketing
Ae Worldwide Lta™* United Kingdom 130 Branding
Saatchinvest Ltd™ United Kingdom 100 Hedding Cornpany
SGA Londan Ltd™® Anited Kingdom 100 Marketing
Talk PR L™ & *** Anited Kingdom a1 PR Agendy
The Squree (Lordan) Ltd™ United Kingdom 88 Research Agenty
Tha Source (W1) LLP™ ‘United Kingdom 76 Research Agency
Tritycle Communications Ltd™ United Kingdom 80 Hokdng Company
Walker Media Ltd United Kingdom 25 Media Agency (A
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NOTES

Continued

3. Group subsldiaries continued

Asat 31 December 3017 - Sountry Effective % owna Activities
Europe .
Cometis France 61 Advertising
FCINQ SAS. France 2] Website Construction
MAC Saafchi Gad SAS . france o : Advertising
MA&C Saatchi Linlg Stories SAS : France i) ’ PR Agency
M&C Saatchi One SARL France ] Digital Marketing
Paris Gad Holding 5A5 France 60 Holding Compary
Tataprod France 3 Production and pubfishing
M&C Saatchi Advertising GmbH + Germany 7 Advertising
M&G Saatchl Sports & Entertainment GmbH Germany &7 Sport Sponsorship & Entertainment PR Agency
MAC Saatchi Digital BmbH . Germany 7% Markeling
M&C Saatchi PR Unternehmergesalischaft Garmany 100 Dornant
MG Saatchi SpA ) " taly BO Advertising
MA&C Saatchi PA el ) - T el &0 PA Agency
M&C Saatchi international Holdings BY Netheriands 100 Holding Company
Clear Nethertands &V ‘ Netheriands 100 Dormant
M&C Saatchl Madrid SL Shain 51 Advertising
M&L Saatchi Sponsorship Sk . Spain Bt Advertising
M& Saatchi AB Sweden B Advertlsing and Marketing
M&C Saatohl Gl AB Sweden 100 Advertising
MAC Saatehi PRAB . Swaden 100 Dormant
M&G Satohl (Switzerland} SA : Switzerland 8 : Adverlising
Middle East and Africa

MAE Saalchi Bahrain WEL Bahrain 100 Dormant
M&C Saatchi Tel Aviv Ltd fsrael -] Advertising
M&L Saatchl SAL Lebanon . e Advertising (Associate)
Creative Spark Interactive {Pty) Ltd™** South Africa 0 Agvertising
Dalmation Communications (Ply) Lid™ ’ South Africa 50 Advertising
M&C Saatchi Abel {Pty) Ltd South Africa 50 Advertisiag
M&C Saatchi Africa (Piy) Lid™* South Africa 50 Advertising
ME&C Saatchi Connect {Ply) Ltg** South Africa 80 Advertising
Lavergy Marketing Agency (PTY) Ltd™** South Alfica 50 Spart Sponsorship & Entertainment PR Agency
M&T Saatchi istanbul Turkey 25 Advertising { Assaciate)
M&C Saatchi Middle East Fz LLC United Arab Emirates B3 Advartising
M&C Saatchi F2 LLC United Arak Emirates 100 Adverlising
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NOTES

Continuad

3. Group subsidiaries centinued

As at 51 December 2017 Courttry Effactive Y owners Activities
Asla and Aystralja

1440 Agency Pty Ltd Australia 8¢ Design
Beftwether iobal Pty Lid Australia 80 PR Agency
Bohemia Group Pty Ltd Australia 15 Media Agency
Brands In Space Py Ltd Australla &0 Design
Clear Austraiiy Pty'Lt$ Australia B0 Markating Strategy
Go Studios Pty Ltd Australia L Finished Art & Production Managemant Studio
Hidden Charagters Pty Ltd Australia 16 Branding and Digital Marketing
LIOA, Austraia Py Ltd - Austraia 80 Digital Marketing
M&C Saatchi Agency Ply Lid Australia 8 Advertising
M&C Saatchi Asia Pac Haldings Pty Ltd Austrakia 100 Holging Company
MB:C Saatch Diract Piy Ltd Australia 8 Cirect Marketing
MB&C Saatchi Sport & Entertalament Pty Ltd Australia 4 Sport Sporsorship & Entertainment PR Agency
MB&C Saatthi Mebourne Pty Ltd Austrafia 48 Advertising
Park Avenue PR Pty Ltd Australia BO PR & Marketing
ReTeam Pty Ltdt Rustraka 78 Marketing

Saatchi Vertures Py Ltd Austrakia €0 Holding Company
Tricky Jigsaw Pty Ltd Purstr-alia 68 WMarketing

eMCSaatehi Pty Ltd Austrafia 80 Dormant
M&G Saatth] Advertising (Shanghal) Ltd Ching 0 Consultancy {Assaciata)
Clear Asiz ltd Hong Kong 80 Dormant
MEBC Saateki Asia Ltd Hong Kong 10 Advertising
M&C Saatchs (HK) L1d Hang Kong 40 Advertising (Associate)
M&C Saatehi Communications Pyt Ltd Incla ] Advertising
February Communisations Pyt L1d India o Advertising (Associate)
M&C Saatohj f1d Japan 10 Advertising (Associate)
MAL Saatchi {M) Scn Bhd Malaysia 49 Advertising
Design Faclory Sdn Bhd Malaysia 49 Advertising
Intelligence Factory Sdn Bhd Malaysia L} Advertising
M&C Szatehi World Services Pakistan {Pvi) Lid Pakistan L)l PMarketing (joint venture)
Glgar Ideas (Singapore) Pte Ltd Singapare 85 Marketing
M&C Saatehi Holdings Asia Pte Ltd Singapore 100 Holding Company
ME&G Saateni ($) Pte Lid Singapore a1 Advertising
M&C Saalchj Mobile Asia Pacific Pte Ltd Singapore 95 Mobile Marketing
Love Frankie 1d Thailand 20 Marketing (Asscoiate)
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NOTES

Continued
3. Group subsidiaries contimed
A5t 31 December 2017 Country Effective % gwnership Acthvities
Americas
Lily Participacoes Ltda Braal 100 Howding Company
M&G Saatch| Brasi Comunkaglo Lida Srazi 50 Advertising
M&G Saatehi Brasi Participacoas Lida Brazd 100 Halding Company
Santa Clara Participacoes Ltda Brazi 5 Advertising (Assoclate)
M&D Saatchi/insight Pesquisa & Planejamenta Lida Brazil 100 Darmant
M&C Saatch, 3.A. DE. C.¥ Mexico ] Advertising
Clear USA LG usa 8 Markating
LDANY LLP USA 5 Direct Marketing
M&C Saatchi Agency Inc. usa 100 Holding Company
M&C Saatchi LA inc. usa 90 Advertising
MA&C Saatchi Moblie LLP Usa ] Mobiile Markating
M&C Saatchi PA LLP Usa Ho PR
MA&C Saatchl Share Inc. UsaA 7 Marketing
ME&C Saatehl Sports + Eftertalnment NY LLP Usa 3 Entertainment PR Agency
Shepardson Stern + Kamingky LLP usa 68 Marketing Consultant
M&C Saatchi NY LLP UsA 100 Dormant
Workl Services US inc. usa Dormant
Clear NYLLP Usa 10 Holding Company

“+ This subzidiary undertaking is exempt from the Gompanies Act 2006 requirements relating to the audit of their Individual actounts by virlua of Szotion 4784 of the Act as MEC Saatchi plc has guaranteed the subsidiary company under

Section 479G of the Act.

==* With the excgption of M&C Suatehl Netwark Ltd and cer South African subsidiaries where ali our equity i directly held ty M&C Saatchi pic, all other subsidiary campanies’ aguity is efther in pl.l‘llrmhaﬂ Indfirectly via subsidiaries of MAC
Saatchi ple. © -

Most of our subsidiaries, assotiates ard [oknt ventures (entitias) have different classes of equity so that board reprasentation reflects parties equity spilts, and minarities can be protected from right changas, in all

other regards our entities aquity ranks pari passu.

List of the entales local ragistered address can be found i note 43,

M&C Saatohi plc exists as a holding company with all direct cent relationships performed by its ingirect subsidiaries. The results of the entities reflect the result of the Group less the results of M&C Saatchi plo.
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NOTES

Continued

4. Summary aceounting poficfes continued

Goodwill

Goodwill arlsing an the acquisition of a subsidiary s recognised as an asset, being the excess of
consideration paid gver the Interest in the fair value of the identifiable net assets acquired. Cost
comprises the {air vafue of assets given, Rabilities assumad (contingent and ceferred consideration)
and equity instruments lssued.

In 2009 and before, where the Group Ingreased its stake in a subsidiary, goodwill equals the difference
between the consideration paid and the fair valua of the minority Interest acquired. in 2010 and
beyond, such balances are taken to reserves in accordance with 18527, The amendment to the
standard did nt require retrospective restatement.

Goodwil! relating to assogiates Is Included within the carrying value of the investment in associates.,

Follewing initial recognition, goodwill is carried at cost lese any accumulated impairment |esses.
Goodwill recagnised under UK GAAP prior to the date of transition o IFRS s stated at net book vatue
as atthat date.

For the purpose of impalrment testing, goodwil Is alocated to each of the Group's cash generating
units expected to benefit from the combination. Cash generating units to which goodwill has been
alocated are tasted for Impairment annuatly, or more frequently when thers is an indication of
impalrment. Any impairment is recognised Immediately In the intome statement and is not
subsequantly reversed.

The impairment test is based on management's projections for the next flve years and regional growth
rates thergafter.

Godwill arising from foreign invesiments is retransiated at the year end rate.

Winority shareholder put option Uabilitles

The equity pariners In the Group's subsidiaries hald put optlons that altow them Lo require the Group
1o perchase their non-controlng Interest on exerclse. The put aptions can be exchanged for alther a
variable number of shares or cash. The Group has elected to account for these as put option liabikities
under IAS32 and measures tham at the present value of the amounts expected to be payable on
exercise; this is deemed 2 proxy for fair value. The fair valus is remeasured at each period end with
the movements being recognised in the income statement in finance Income or cost.

Oninception of 2 put optian, tha liabiity is recognised on the balange sheet and a correspending debit
is included in the minority interest put option reserve {ncte 5).

On exercise, the llability is extinguéshed, and its related minority interest put option reserve is moved te
the non-coatrolling interest acquired reserve {note 5).

Employee berefits — equity settled share based payments

In addition to the put option liabiities, some entities hava isswwad put options which are forfeited on
termination of employment of the minorities, As such, these arrangements are treated as share based
paymenis znd accounted for under IFRS2, as opposed ko IFRSS. The ¢osi of such equity settlad
transactions with employaes is rgasured by reference 1o the fair value at the date at which they are
granted, :nclu&mg assumpﬂons over non-market vesting corditions such as, profitabiity and sales
growih targets. S quent inths of achleving such nen-market conditions are
refiected as adjustments to the share pption charge over the vestlng period, Where awards depend on
futurs events, we assess the likelihood of thess conditions being met and eake an appropriste charge
at the end of each reporting period. The credit for equity settled transactions is taken to retained
earnings.

Assets and liabifities in respect of put options held by shareholders In associates are acoounted for
as derivatives and not recognised untd the Group gains ¢ontrol and fully consolidates the entity.

The remaining accounting policies, details of IFRS13 hierarchy and additional etalls an the above are
set out In note 34,

Fut optlon conditlonal shares awards

The ¢ast of awards to employees of subsidiary undertakings classifed as conditional shares awards is
aceounted for as a share option under IFRS2 and Is charged to the income statement over the period
of the award.

Qn exarcisa, the share for share exchange is treated at nominal vatue or Inltlal acquired value.

Dividends paid to emplayees of subsidiaries wha have conditional share awards are expensed as
employee remuneration,

5. Definitlon of terms

Forelgn exchange reserve

For overseas operations, results are translated at the annual averags rate of exchanga and batance
sheets arg transiated at the closing rate of exchange. The annual average rate of exchange
approximates ta the rate on the date that the transactions occurred. Exchange differences arising
from the translatisn of forefgn subsidiaries are taken to 8 separate component of eguity. Such
trarslation differences will bg recognised as income or expense in the period in wtunh the operation is
disposed of.

Gearlng ratio
Gearing ratio Is equal to net debt divided by market capitalisation at the batance shest date,

Key management

Key management has been defined 23 the persons discharging managerial responsibilities (PDMRs)
of the Group.

48



NOTES

Continued

4, Summary of accounting policies

Basis of preparation

The Group's sonsolidated financi2l statements have been prapared in accordance with International
Financial Reporting Standards (IFAS) as adopted by the European Union.

Going concern

Given the streagth of the Group's balance sheel, 13 nat cash, 1S bank covenants, the risks ihe
Group faces (note 6), the expacted trading perfornance and the two-year cash flow projections, the
Directors have a reasonable expectation that the Group has adequats resources to continue in
operational existence for tha foreseeable future.

The Directors review the Group's profit forecasts and review monthiy its balance sheet and cash flow
forecasts. Annually, or earlier if needed, the long term {greater than one year) cash fiow prajections
for the Group are TEviewed based pn anticipated Scenarios and acquisitions. I additional funding is
required, it is secured before expenditure 15 committed (note 25).

Based on this the Directors believe the Group will continue as a going concern for the fareseeable
future.

Headline results

The Direatars befieve that the headline reswlts and headine earnings per share pravide additional
usekd information on the indertylng parformance of the business. The heading results refiact the
underlying profitability of the business wnits by excluding al effects of buying and sefling equity by the
Group; and the accounting effects of the entrepreneurs helding equity in the businesses they run, This
resuits in accounting charges and credits 1o the income statement for the Group's fair value fiability of
its local entrepraneurs’ equity conversion rights, but does not account for the increase in the vajue of
the businesses.

In addition, the headline results are used for Internat performance management znd to calculate
mingrity shareholder pyt option Nabifities. The term ‘heading’ Is not a defined term in IFRS. Nolg 1
reconclies reportad to headline results,

Our segmental reparting (note 2) reflects our heedine results in accordanca with IFASE.

The items that are axelsded from headline results are the amortisation ar impairment of intangible
assats {including goodwill and acquired intangibies, but exciuding software} acquired in business
combinations, changes to deferred and contingent consideration and other acquisition related chacges
taken 10 the income Impairment of i in and i proft and less
on disposal of assoclates; and the income statement impact of put option actounting and share based
payment charges. Sag note 1 for a reconciliation between the Group’s statutory results and the
headling results.

4B

Ing devel 3 and ¢k .
There were no Significant accounting developments or changes during 2017 that affect these accounts.
There are significant future developments to revenua recognition and legse accounting that are
described at the end of note 34.

1FRS elections

W85 provides certaln options avallable within accounting stantards, Materia) judgements we have
made, and cantinue to make, include geodwill andintangible asset acquisitions whare the Group does
not recognisa the non-controlling interests share of goodwill.

Critical aceounting policles

fievenus recognition i

Billings comprise tha gross amounts bied ta cfients in resnect of commission based and fea based
income together with the total of other f2es earned. Revenus comprises commission and fees earned
in respect of amaunts biled. Reverue and billings are stated exclusive of VAT, sales taxes and trade
discounts.

Fach typa of revenue is recognlsad on tha follawing basts:

a} Project fees are regognised over the periad of the relevant assigaments or agreements, n fine
with in¢urred costs. The primary input of all work performad under these arrangements is labour.
AS & result of the relationship betwean labour and cost, thara is rarmally & direct relationstip
betwaen costs incurred and the proportion of the contract performed to date.

b) Retainer fees are spread over the period of the contract on a siraight-line basls.

¢} Commission on media speadis r when the adverti appear in the media.

d) Where wa receive velume rebates from certain suppliers for transactions antered into on behalf of
chents that, based on the terms of the relgvant contracts and local law, they are elther remitted 1o
cHents or retained by the Group. If amounts are passad on 1o clients they are recorded as
liabilitles until settled o, if retained by the Group, are recarded as revenur when earned,

Subsidiary zcquisitions

The acquisition of subsidiaries Is accounted for using the purchase method. The cost of acquisition is
measured at the aggregate of the fair values of the assets given, Habilities Incurred or assumed,
contingent consideration and the equity nstruments issuad Dy the Group In exchange for control, The
identifiabie assets and liabilities (including contingant Sabilitles) acquired that meet the conditions for
recognition under IFRS3 are recognised at their falr values at the date of acquisition,

The interest of mipority shareholders in the acquiree is initially measurad at the minority's propartion
of the net fair value of the assets, liabdities and contingent Yiabilities recogrised.

All BSRIGN COBLS are to the incoma

in the period that they occur.
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Continued

6. Risk and risk management continued -

Liguidity risk

Centrally the Group ensures that bank faciities are avadable to meet the Group’s liguldity needs.
Liguidity is monitored centrally and managed locally. Spare local cash is released to the centre by way
of dividends and loan repayments. In managing its fiquidity risk, management considers its net cash and
minimises its gearing ratio, and whara working capital is inlises 1o fund the business, management
makes sure that the Group has suffisient bank facilities to cope with an unwinding of positive warking
capital lows and 10 fund the negative working capital effect of revenue growth. Our bank debt maturity
analysis can be seen in note 25 and financial abiity matusity analysis can be seen innote 24.

Capital risk

The Group's cepital reserves consist of all its equity reserves with the exclusion of the minority interast
put option reserve. Capitai reserves safeguard the Group's going concern, as well as providing
edequate return 1o its sharehoiders. Tha capital resarves total £78,028k (2016: £69,995k). The Group
minimises the amount of debt it uses to finance its activities, to reduce the risk to the shareholders.
Excess working capital, where legally possible, Is vsed to reduce debt. Excess cash s used to invest or
is returned to shareholders by way of dividend ar through buying shares inta treasory, Our key
process far managing capital Is regular Board reviews of owr cepital structure and needs.

Key estimates”

Managemant's estimates of the future profitability of the Group can be significantly affected by single
account wins or losses, and o a lesses extent by the estimated phase of a projact, exchange rates and
underlying economic growth rates. We have therefars based our estimates on the budgets for the
coming year and estimated growth rates and margins thereafter.

Changes in these underlying assumptions could pive rise to material adjustments as set oul in the
following notes: note. 17 - Intangibla assets — goodwill estimation of value in use; note 27 — Minarity
sharghalder put options fiabilites; and note 33 — Share hased payments — initial measurament of
Conditional share awards. )

Sensitivitles to eccounting estimates

Our results and financial position are sensitive ta assumptions made in determining accaunting
estimates, n particylar the recoverabla amount of a CGY {goodwill estimation nate 17); valuation and
recoverablity of our investments in associates (note 20); valvation and recaverabiity of our corporate
veaturing investments (note 22); and minority shareholder put options fabilities (note 27).

Key judgements

The most significant areas where such judgements apply are goodwill and other intangibles, liabilities in

respect of put oplion agreement with non-controting Interests, acquisition reserves, and taxation. The

key judgements made are:

» geciding which of the Group's agresments with minority shareholdsrs are share optlons and which
are put options (whether created by way of acquisition or organically). This requires a detaited
assessment pf the terms of tha acquisition ta determine whather any of the arrangements are [inked
10 continuad employment or whether there are any features that might suggest a partion of future
payments are finked to continved employment;

= daciding 1o what extent tax losses ara recognised as an asset in the balance shest. This requires an -
assessment of whether there is sufficient certalnty that taxable profits will be made In futura
periods; and

+ useful [ives of assets - intangible: The judgement here is over what period to amortise acquisition
Intzngibles. Due to the strength of the M&C Saatchi brand, and that 3 number of the acquisitions
adopt this over time, the periods are typically short.

Projectians .
Projections take account of management's view of the local operations fulura profitability given
expected market growth, inflation, exchange rates and rapidly growing or shrinking markets. They
are basad on our budgets for 2018. .

They are used In casoulating the fair value af minarity put options, management’s assessmant of valug in
use calgulations, to identily goodwill impairment Indicators and In calculating the valua of egnditional
share awards.

IFRS13 disclosures with respect of fair value have been detaited in note 34 and relevant notes.

7. Cperating costs
2017 2016
Yearended 31 Decamber Nete £000 £000
Total staff costs 8 187,319 157481
Other costs 58,827 61,257
Operating costs 248,148 71B738
Other costs inchide:
Loss/(Profit) on exchange 580 (858)
Amertisation ofintangibles
- Acquired intangibles 17 2,021 2,324
— Capitalised software 17 21 354
Goodwill impairment 17 -5214 -
Assorlata impairment - 3,738
Fair valus ravaluation of asseciate on acquisition - 889
Provision against invesiments - B51
Depreciation of plant and equipment . 4] 3,019 2,668
Loss on disposal of fixed assets 28 542
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Continued .

5. Definition of terms continued

Net cash (Net Debt)

Cash and cash equivalents at the and of the year lass axternal borrowings {excluding any capitalised
finance cost, finance leases and debt factoring).

Merger resgrve

Premium paid for shares above the nominal valua of share gapital, cavsed by the acquisition of more
than 80% of subsidlaries’ shares. The merger reserve 1s released to retalned earnings when thereis a
tisposal oF Impairment charge or amortisation charge posted in respect of the investment that
created it

Minority Intarest put optien raserve .

Gorresponds to the Infidal fair valae of the labiity In respect of the put ogtions at creation. When the
put option is Bxercised, the related amount in this resarv Is takan to the non-controlling interest
acquired reserve. All revaluations of put options are expensed through the income statement to the
brofit and 105% reserve.

Nan-controlling Interest
Contains the nor-controling interests’ share of equity reserves of our subsidiaries.

Non-controliing interest acquired reserve

From 1 January 2010, a non-controlling interest acquired reserye is U248 when tha Group acquires an
increased take in a subsidlary. Hf tha stéppad acquisition is due to @ put aption then the non-Gontroling
interest acquired reserve is equal to the minarity interest put option reserve transferred less the book
value of the minority interest acquired. Otherwise the non-controlling interest acquired reserve is
equal to tha consideration paid the less book vatua of the minarity interest acquired. i the equity stake
in the subsidiary is subsequently sald, then balances from this reserve will be taken 1o retained
earnings.

Retained earnings
Cumulative gains and losses recognised.

Share premium
Presium paid for shares above the nominal value of share capital, where that premium was not taken
o merger reserve. .

Treasury rgserve
Amount paid for own sharas acquired.

8. Risk and risk management

The Group his idantifled spacific categories of business risk and developed policies for their
management and control, as detailed in the Finance Directors Report {Page 14), These policies are
%ept under constant review as risk and risk perceplions change.
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Tha cisks are identified in the Director's Report:

» CHent risk [see below) « Cyber risk
+ Staff risk + Internal control risk
= Location risk « Regulatory risk
« Assoclated risk . = Economic and pofitical risk
» Finance risk {52¢ below} + mwvestment risk (note 17, 20 and 22)
Finance risks and their effect are as follows:
« Currency risk . = Interest rate risk
(see below, and note 23 and 24) (note 13)
a Gredit risk « Share price risk
[note 23) {note 27)
Income CUITencY exposura

The Group's results are presented in sterling and are subject to fiuctuation as a result of exchange
rate movemenis. The Group continues Lo review its exposure to exchange rate movements and
considers methods to reduce the exchange rate risk.

2017 profits would have changed as follows, had average exchange rates been changed by:

I
Iner Incr

In prafit befare tax n proft after tax
Exchangarats £00 2000
+I0% 11,104) (655)
() 1,349 B0

.See note 2 for the income statement translated at prior year exchange rates.

Client risk

The Group does not have a substantia) market share in any market. The key risk the Group ls exposed
t0 is the Joss of ollents. The Group has policies to monitor client feedback and act where there are
issues.

am7 f-ut
Largest cliets 83 8 % of total revanue % %
Top client 54 49
Top 10 34 05
Top 1§ 398 95
Top 30 52.8 54.3




NOTES

Continued

7. Operating costs continued

8. Staffcosts
Staff costs {including Directors) comprise:

A7 2018
‘Year endad 31 Decernber £000 2000 M7 2018
Operating lease rentais Year anded 3] December £000 £000
Plent 718 514 Wages and salaries 148,548 127,233
Praperty 8,360 1,55 Soclal security costs 17,488 15,085
8,108 8,070 Defingd contribution pensicn scheme costs 20z 1,697
Property reeipts (109) (180) Other stzff benefits 5,148 4650
g9 7,890 173204 148565
27 2018 Acqguisittion related remunesation
e p——— o0 mw Abocations and dividends paid to concitional share award holdars < 590
. Contingent acquisition cost with keaver provision (note 18) 225 13
Plant and equipment
c far future mini lease payments under nor-canceiiabla . Ll ik
operating leas2s, which fall due as follows: . Share based Incentive plans
~ Within ana yaar 1,026 a3 Equity sattied 13,6501 7987
- Betweentwoand fve years 008 1134 Total staff costs 187,519 157,481
1,832 2,047
Property Staff numbers
Commitments for future minimum lease payments under nan-cancellable UK [ 743
operating leases, which fall due 28 follaws: Europe 368 3%
- Wihin one year 8,754 9.059 Middle East and Africa 314 m
- Between ong 2nd five years 20000 31,893 Asia and Australia 8 11
— Greater than five years 3,854 11,053 Amerka 310 i61
. 42817 52,085 2403 2318
Sublease recelpts
Commitments for future minimum lease recelpts under non-cancelabla
operating leasgs, which {2l due as follows:
- Within cne yzar - - (539) (432)
— Betweeaong ard fiva years {2,231 (1,554)
- Greater than five years (582) (384)
" {3368) (2,370)

For further details of finance lzases, see in note 25,
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Continued

8, Staff costs continued
Penslons

The Group does not aperate any defineq benefit pension schemes. The Group makes payments, on

10. Share of assoclates and joint ventures

2017 2016
‘behaif of gartain ngividuass, 10 personal pension schemes. Yoar onded §1 Bacember 000
e B s 10p pEnsion . : Share of associatas’ profit before taxation 2,588 1,881
Payments of £1,802 (2016: £1,697) were made in the year and charged to the income statement in the Share of associates’ taxation {@11) {451)
period thay relate to. At the year end there were unpaid amounts included within accruals totalling 1,987 1,630
£266k (2016; £158Kk).
Key management remuneration For further detalts of associates, see note 20
2017 2016
£000 £000 11. Finance income
Shart term arplayes tenefil By 362 ' o 2018
Post-employment banafit ” 7 Year anded 31 Dagember £00D,
Share based 1,182 1,368 Bank interest receivabie 200 338
Total 4,286 4,45 Other interest recaivable 8 102
Tatal interest recelvable 289 440
9. Auditars’ remuneration Fair value to minority shareholder put cption Sebiities (note 97) 3,037 -
Servicas provided by the Group's Auditors and network fems. Total finance income 3528 haud
217 16
Year enen 31 December £00) £000 12. Finance costs
Audit services
Audit of the Company and its consolldated accounts 268 738 Vaarended 3 Decpmbar m :‘1’&]
Audit of the Company's subsidiarias gursuant to leg ;M Bash interest payable Gz (20
549 440 Interest payable on financa leases {2) {4)
Other services provided by the Auditors Total Interest payable 0348 (1.231)
;““'“"d““";‘:'e‘““ services :: 2 Faif value qats to mingrity shar eholder pul option Sahiiies (nate Z7) - [EED)
nance dus diligence -
Total finance costs 3, 1,828,
Other advice : 3 1 L ¢ )
’ : 123 21
Total 672 451
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Continued

13. Interestrate risk

The Group [s exposed to interest rate risk on both intersst-bearing assets and llabiltties. The majority
of interest paying and earning assets are exposed to UK interbank rates (non-steriing denominated
loans are at local interbank rates). An analysis of net Interest by cur segmented gecgraphic regions

is providedin note 2,

At the year end, the Group had a £40.0m bank facility, which expires In Apsil 2020. On 28 November
2017 it was agreed that this faciity would only reduce te £38.0m on 31 Decembar 2010 and £35.0m
on 31 December 2018. The faciity Gan borrow In sterfing, US dellars or ewros. At 31-December 2017,

£37.7m (2016: £26.6m) of this loan was drawn down.

The Group regularty reviews its treasury structures to minimise commercial interest rate marglns.

For further details of Group borrowings, soe nata 25,

The differences between the actual tax and the standard rate gf corporation tax in the UX applled to

profits for the year are as foliows:

2t 27 2018 2018
Year ended 31 December £000 S £00 %
Profit before taxation 9,302 6,191
Taxation at LIK corporatlon tax rate of 18.25% (1,781) 18.3% {1358) 20.0%
(201B:20.0095) )
Tax effect of associates 3713 -4.0% 306 -45%
Nor-controfing interest share of partnershlp income 32T -3.5% 467  -5.9%
Expenses not deductible for tax (287) +51%  (484) +T.3%
Opticn charges not deductible for tax 1,920) +208% (1,858} +25.0°%
Different tax rates in overseas jurisdicti (808 +B.5% (A28} +12.%
Effect of changes In tax rates on deferred tax {1,665) +17.8% ~ -
Withholding taxes payabts @1} +09% 48 OTH
Utilisaticn af previously unrecognised tax losses 817  -BA% - -
Recognition of previously unrecognised tax fosses 121 -13% 1,003 161%
Adjustment for current tax over provision in prior periods (625) +6.7% 104 1.5%
Tax logses for which 1o defarred tax asset was recognisad 43 +0.5% (107} +1.5%
Fair value adj on mintsity st der put options 584 -63% (119 +1.7%
Impalrment of goodwill and i In lats - (878) +12.9%
Total taxation (4,738) B09% (3451} 5D.E%
Statutory tax rate 50.8% 50.8%

14, Taxation

2m7 016
Year ended 51 Dacamber >101] 2000
Current taxation
Taxation in the yaar
- UK 1,680 891
- Overseas [ 5,286 3.700
Withholding taxes payable il (48)
(Hisation of previously unrecognised tax losses” {817) -
Adusiment for Under {ovar) provision in prior perinds” 825 {104)
Total 6,804 4438
Defarred tomtion .
Origination and reversal of temporary differences (3.612) 106
‘Recognition of previously unrecognised tax losses' (124) {1,093)
Effect of changes in tax rates 1,665 -
Total (2,088) (987)
Total taxation 4738 3,451

:‘hlherlgns(pm.misremeslonurmonbel.

fecognised to refiect the probable future corporation tax that we can reciaim.
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We expect large varjatlan In future statutory tax rates due ta sharg based payments (option charges),
out options and investmeant in subsidiaries baing capital in natere 4 non-deductible to corporation tax,



NOTES

Continued
14, Taxation continued 16, Deferred taxation
2017 077 018 bul Defarred income tax assats and isbilities are offset when there is a lagally enforceabla right ta offset
_Year ended 31 Cecembar 2000 % ___ 800 % currenm tax assets against current tax habltties and the Group Intends to settle its current tax assets
Headiine profit before taxation (note 1} - 21,665 5,176 2nd Fabilities on 2 net hasis.
Taxation at UK corporation tax rate of 19.25% (5324) »19.5% [(4.755) +20.0%
(2018: 20.00%) As well as the reduction In US rates mentioned above, 4 reduction in the UK corperation tax rate from
Tax effect of essociales 373 4% . s -1.3% 20% tp 19% (effective from 1 Apcll 2017) and 1o 18% (effective 1 April 2090) were substantively enactsd
Non-gontroBieg Inte: f partnershig income 327 ~19% 4T -20% on 26 October 2015, and an additional raduction to 17% (eff 1 April 2020) was substantively
Exp:;::s no:ﬁe d;:;s:::: P rshig Incom @IT) +10%  (4B8)  +20% enacted on 6 September 2036. This will reduce the company's future current tax charge actordingly.
8 - - The deferred tax assets and labifities at 3t Dacamber 2017 have heen calcuiated besed oR these
Different tax rates apphicatte in overseas jurisdictions (1,880) +8.7% [1,055) +45% rales,
Effect of changes i tax rates on deferred tax (282) +11% - -
Withholding taxes payabie (29 +0.1% 43 -b.2% a o fgg g;:
- ALY December
Utifisation of previously unrecognised tax losses BT -30% - - Delarred tax assets 4,107 e
Recognition of previously unrecogrised fax losses 121 DA% 1,183 -5.0% Deferred tax asilitles . a5 (a0
Adustment for current tax under provision in prior periods (625) +23% 104 -0.4% NeLdeferred tax 2.03 273
Tax logses for which no deferrad tax asset was recognised 43  +02% 65 0.3% -
Headiing (note 3 B3] 24.7% (4,110) 17.3% The f Is the deferrad tax asset (lability) recogniSed by the Group and movements In 2017
Heagline effactive tax rate 24.7% 17.3% and 2016:
As can be seen abova, the largest driver of headiine tax charge |s our local entities profitabifity, local Caphta) Tax Wnrk‘hg. al
tax: rates, and recogeition of previously unrecopnised lax losses._ Intangibles akowances losses differences Tatal
£000 2000 000 £000 000
in December 2017 legislation was passed that reduced US federal tax rate from 35% to 21% from. Al 31 Decembar 2015 (353) 83 532 1,184 1,445
1 January 2018, this has caused a revaluation of all deferred tax at the year end. This has resutted Exchange df R 73 2%
in a short term effact of Increasing the tax charge by £292k, and by a further 21,373k due to the . t:‘rl'fw-e:e s i/ (charge) ;:;) (4: ;22 182 ;2:
remeasurement of deferred tax on intangibies and shares awards. came Statement cre e P ) “
In previous periods, there was vofatility In US eamings. However, due 10 the continued strength of the ALY Dacembar 2016 308 44 927 1,452 2732
US business, notably the aperations of M&C Saatchi Mobile and certain acquisitions, the previously
unrgeognised US deferred tax assets have now been recognised in full, Exchange diferences (35 2 ) 3 @
The adjustmants made for current tax undar provisions in prior periods refiscts amendments mada Income statement credit/(chargs) 1438 15 575 a0 2,088
1o the 2016 tax provisions following completion of tha related returns to the Autharities. The largest quisi . (735) - - = (735}
partion of tha adjustment retatas to the treatmant of profits in the US, where the Alternative Minimum At 2017 87T &1 1465 - 1,585 4,036
Tax applies.

While there remains some ungertainty over how Brexil may impact 1ax legislation, the combination of 2
reduction In the UK and US Corporation tax rates are Fkely to mean that our ax rate (both headtina
and statutory measures) are Hkely to reduce skghtly in future periods.

* Aequisitions are Included in defered tax Kabilities.
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Continued
15. Deferred taxation continued 18. Dividends
Unrecognised deferred tax asset in respect of tarried forward tax losses: . 2017 18
Deferred Year pndari 31 Dacernber 2000
. Loss  tax impact 2016 #nal dridend paid 6,440 on T July 2017 (2015: 5.80p)° ! 5032 4,084
00 5000 2017 Intacirn, dividend paid 2.13p o0, 1 Noveraber 2117 (2016: 1.850) 1118 13
At 31 Decamber 2076 5,208 1673 6,748 5,450
Exchange differences (105) (51) L .
Dispasal of dormant entities {441) (131) * 2016 dividend has been restated to rafiact the numbar of shares inissue when the dividend was paid, as opposad to
Lossas uelised in yaar ) - (2,334) o the number of shares in existance at 31 December AM6.
Losses in year- ) - " The 2017 proposed final dividend of 7_40p, totalting £5,936,827k. The dividends relate to the profit of
At31D 2017 2,595 674 the foriowing years:
Expiry dute of lossds: ) : Yeap andad 31 Decamner . 200 i
2057 2016 Interim dividend paid 2.13p on 10 November 2017 (2076: 1.85p) ) 1,18 1,374
2000 = Final di payable 2.40p on 6 July 2018 (2016: 6.44p) 5997 4,878
One to five years aar i 7,713 6,950
Fiva toten years : - m Headline dhvidend cover 23 25
Tan ygars or Mo 187 35 -
Total 574 1,573 Headiine dividend cover is calcuiated by taking headline profit afier tax attributable to equity
shareholders and dividing It by the totat dividends that relate to that year's prafits. The Group seeks to
A defercad tax asset in respect of cortain Ios5e8 in overseas territories has not been recognised as 4 fong-term cover of bety 2 and 3. Aetaired profits are used 1o reinvest
there is insuffigient certainty of future taxable profits egainst which these would reverse. in the long-term growth of the Group through funding working capital and investing activities; and to

repay bank debt.
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17. Intangible assets

Brand

Goodwil name relationships  Software Total Gaodwlil ndrha refationships  Saftware Tatal
000 £000 2000 2000 . £0p0 £000 £000 E000 £000
Cost Accumulated amertisation ard
AL31 Decembar 2015 M 4,183 6,556 1685 46,178 impalrmant :
Exchange diffarences e 54 528 a1 1597 At 31 Desember 2015 8,040 3,038 5,958 853 17.889
Acquired - - - m 3 Exchange ditferences 1 20 78 13 ba2
theoigh busi Amortisation charge” - 1257 1687 154 2678
Commnation 2" DU mHE 228 187 - Baw Disposal - - - t2e)  (2)
Disposal B - - (134} (134) Disposal of subsidiary ~ {85} - - {65}
Dispasal of subsidiary . - (85) - - (85) At 31 December 2016 8041 4,410 7,223 1196 20870
At31 br 2016 51967 6,546 11,641 170 AT differences (142) (12 (45) [} (15d)
Exchange diffgrances (1.502) (241) (367) (200 (2130 Amartisation charge™ - 818 1202 ball 2232
Acguired . - - - 382 382 {mpairment* 5214 - - - 5,214
Acquired through busiiess Dispasal - - - (689) ()]
combination Gl 180 bl 414 8516 At 31 December 2017 13,113 5,217 8480 24 2153
Disposal - - - (693) (693}
ALBT D 2017 53,916 8,585 11,875 16635 B4 Net hook valug .
‘ At 31 Degember 2015 2575 1125 538 B2 28286 -
Ar31 Decemoer 2016 4,976 2236 4,318, 524 61,004
At 31 December 2017 40,803 3178 5385 1188 48516

* Gharged lo mcOMe statement.

Gowtwili's accumulated amortisation and impairment all relate to impairments, brand name and
cuslomer relationships relate to amortisation and impairments, and software relales to amesiisations.
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17. Intangible assets continued
Goodwill is altocated to the Group's cash geperating units (CGU). Goodwilis made up of:

Coadwil * Coodwi
31Decambar 31 Decermber

. 2A17 2016
Gash gensrating units (CGUs) £000 £000 Sement
M&C Saatehi UK Group BATT 5917 w
LIDA Ltd B . 1,452 ux
M&C Saatchi Sport & Entertainment Ltd © 680 590 [T
M&C Saatchl Export Lid 600 600 UK
M&C Saatchi Mobie Ltd 1,814 1814 ’ UK
M&C Saatchl Merfin Ltd 538 539 UK
Clear Ideas Ltd 8,508 9,508 UK
MAC Saatchi Bertin GmbH 1,379 1328 Europe
MA&C Saatchi Madrid S1.° 439 - Europe
MG Saatchl Middie East Fz LLG (Dubal) 685 749 Middie East and Africa
{irtative Sparh ntaractive (FTY) 140 250 248 Midde Eastand Africa
(ool Markeing Agency (FI)Lta 1,057 ~ Midde East and Africa
MBLC Saatchi Aganay Pty Ltd (Ausirafia) 2970 2758 Asia and Australia
Bang Pty Ltd {Austrafia)* - 621 Asia and Australia
Bahernia Group Pty Lid (Austraiia)” 1,053 - Asia and Austraka
Shepardson Stern + Kaminsky LLP* T OBETE 10,85t Americas
UDANY LLP 5,108 5,682 Americas
m g;umn faur CGLs with goodwil less 1008 g50 Various
Totat 40,803 43,026
* Apart from these CGUs, whase movements zre described in this note, all other are due to

{note: 18).

Goodwill and other intangibles are reviewed for impairment annually or more frequently if events or
changes in circumstances indjcate that the assets may ba impaired. Al recoverable amounts are from
future trading and not from the sale of unrecognised assets or other intangibles i.e. the value In use.
The 2017 review was undertaken in the last quarter of the year In conjunction with our annual business
planning process; due to contimuous poor trading resulting in management changes It was decided to
fully impiair Bang Pty Ltd; in addition as a rasult of reduced client spend and some client losses it was
decided to fully impair customer relationships, with a partial impairment of the brand nama and
goodwill of Shepardson Stern + Kaminsky LLP (§54K). This resulted in goodwil impakments of
£5,214k (2018 nil).
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Management have approved the forecasts for 2016 and have prepared adeitional profeclions based on
1he 2018 numbers for the next four years. These were used as tha basis for determining the
recoverable amount of each CGU. In making the forecasts management has refiected on past
perfermance and the present business and economic prospest. Detalls of uncertainties in our
forecasts are described In note

In conducting the review, we used 2 year five anward residual growth rate of 3% for all countries with
the exception of South Africa where due to Inflation we have used 1% and a market beta of 1.0 for UK,
1.0 for Eurape, 1.0 far USA and 1.2 for rest of warld,

The pre-tax discaunt rates are based on the Group's welghted average cast of ¢=pital adjusted for
specific risks retating to the country and market in whih the GGl operates.

Pre-tax Pre-tax

fleslidual  discount  discount

growth rates rates rates

2018 and 2057 amy 2016

K&y assumptions % ] L]
UK 3 1-13 113
Asia and Australia 3 15=18 1217
Middie East and Africa 10 10-24 10-14
Europe 3 12-18 12416
Americas 3 12-14 13-14

We do expect the residual growth rates to exceed the long-term growth rates for these types of
business in each locaticn and the growth rates above due 1o the CGUS' smalk market share and the
ability of our entrepreneurs to create new offerings. However, reflecting on the rapldly changing
nature of the marketing communitations industry, for prudent testing purposes we have used
conservative residual growthrates.

M: ment are Salx with the icn of the: acquired or impaired in the year, M&C
Saatchi Middle East Fz LLC {Dubai) which was acquired in 2016 and Clear [deas Limited that was
Impalred n 2014, that no possible changes in key assumptions, apart from a significant loss of clignts
by a GGY, wauld cause the recoverable amaunt of any of cur GGEUs to be below their carrying amount.
in relation to $5+K an increase of 1% in the discount rate would give additicnal Impairment of £748k, 2
vaducticn of 10% in the forecasted profitability would result in an additional impairment of 2625k,
Excluding S5+K which was impaired in the year, the following adjustments ta key assumptians results in
the Tollowing impalrments: .

Annual prafit forecast reduced by
Discount rates increased by . 0% &% 20)% (G0P6
0% - - - 258
1% - - 13 ABS
£ ’ - B4 548 1,840
5% o 428 1,853 3473
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Continuad

17, imtangible assets continued
Brand name
This is made up of tfe brands that tha Group gained by way of acquisition.

Income statement effects of 2017 acquisttions

The rasifts of these three acquisitions included in the censolidation and their fufl year results:

Year Cost20i7 Cost2016 Amortisation
Brand name Lr:11] acquired £000 £000 period
Clear Ciear ideas Ltd 2007 2840 2,640 Syears*
inside Mobila M&C Saarchi Mobie Ltd 2010 103 103 Immediately*
Direct One M&G Seatchi GAD SAS 2010 83 B9 Impaied”
Bang Bang Pty | td (Austrafia} 2012 8 260 3 years”
Samuelstn Talbot & Partners P,
ST&P Py Lid (Agstralia) 2013 49 B0 Immediately
Meriln Elite M&C Saatehi Mertin Ltd 2m3 188 188 Immediately*
hean Maan Fe - e aaron i L w4 8 82 Immediately*
Heavenspat MEC Sazteni LA nc 2015 62 64 ‘mmediately”
BenNatanGolan  M&C Saarchi Tel Aviv A18 589 590 fmmediately”
Creative Spark interactive
CreatvaSpark  rea ‘2 SR 201 2 7 Bwears
Expression m%c Saarenl Midcle East Fz 2016 23 25 kmmealately*
sS+K ShepardionStern + Kaminsky  pgg 1528 160 Syeass™
MCD LIDA NY LLP G 540 563 5 years
Bohemiq Bohemia Group Pty Ltd ik 1,468 - Jyears
Levergy (St Marketing Agency 7 s - 3years
- - 8305 686
* Fully amortised at year end.

** Useful (ife changed from 3 years 1o 3 years 31 December 2017,

18. Acquisttions

During the year, the Group made acquisitions in Australia {Bohewmiz Group Pty Ltd), Spain (M&C
Saatchi Madrid $.L.} and South Africa (Levergy Marketing Agency (PTY) Lid) to enhance ils service
and offering.

The acquisition of 25.1% of M&C Saatchi Madrid S.L. was for cantingent consideration and was valued
at acqulsition at ml, andin retumn for the Group lending the company €467k and buying €3k of new
shares. The tr ian converted an (note 20) to a subsidkary, with the fair value of our
associate interest at acquisition estimated at nlL

Goodwili relates to the value of the businass’s staff and synergies with the Group's combined client
portfolios. There is no local tax deduction for goodwil!,

Levergy
Bohemia MAC Marketing
Group  Saatchi Agency  Total
2017 Note Ptyltd MadridSL (FTHUd  £000
Date of acguisition WBFebruary  2March 31 October
% Voting interest acquired 51.05 50.1% 100%
Revemve in consolidation 4,124 2,436 92 1451
Profit before tax In consolidation 73t 368 Bl 1,181
Fuilyear revenve 5476 2,672 2030 10,178
Full year profit before tax T8 200 160 1080
Goodwill at date of 2017 acquisition
Levergy
Bohemia M&C Markating
Group Sazatchi  Agency Total
2017 Hote Piyltd Madrid8L  (PTY)itd £000
Considgration, satisfied by:
Cash 19 1,285 2 W 2280
Equity 1,502 - - 1.502
Contingent consideration 26 - - 1.056 1,058
rate (15) - 29 14
Total consideration 2772 2 2,08 4852
Less~ Fair valna of net assetsmade up oft
Brand name intanginle 1,561 - 428 1,980
Customer relationship Intangibie - - 807 801
Software 414 - - 474
Piant and squipment 897 255 87 1,144
Defarred tax asset 38 ~ 13 44
Other non-current assets - 18 N 39
Cash 19 BO3 463 %63 1528
Other gurrent (Eabifities)/assets (1,382)  (1,226) 62 (2,548)
Deferred tax Babilicy (46B) - {309) am
Other pon-current liab#ties (435) (346) (18) [ei:24]
Non-controding interests share {116) 17 - {298)
~ Total fair value of net assets 698 (420} 1,123 - 140
Goodwill arising. 17 2074 422 855 3,451

“ The Non-cantroling interest share of Leyergy Marketing Agency (PTY) Ltd goodwill has been capitaksed.
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Continued
18. Acquisitions continued Goodwill on 2016 acqulsition
income statement effects of 2018 acquisitions
Mac
Shepardson MEC Stem + Saateh|
Stern + Saatchl Kaminsky LIDANY Middie East Total
Kaminsig LIDANY Middle East Tatal 218 Note Lip e FzllQ 2000
2018 LLp p F2tLC £000 Consideration, satishied by;
Date of acquisition 1 March 1March 1 March Cash 4,569 7.818 1.0m 13,407
Reverca In consolldation 0 80ms 901 15,883 Fair value of associate 7,700 - - 7,700
Profit befare tax in consoidation 1691 © 678 ) 225 Exchange rate adjustment e 760 143 20%
Full year revefus 12,009 8,751 914 233 Total consideration 13,460 8,578 1,164 23509
Full year profit befare tax 1,545 770 (103) 2212 Less
— Fair value of net assets made up of: B
Brand name intangible 1,610 589 25 2,284
Customer refationship ntangible 2176 2298 284 4,758
Plant and equipment L1} 22 7 1,188
Deferred tax asset 15 - - 15
Other non-Gurrent assets 146 - - 148
€ash 1,610 1,264 ] 2,885
Other current (Habities)/assets {2,169) (1.477) 2] (3,568
Naon-controfing interests share . {1,819} - -~ (1,818)
~ Totalfair value of net assats - 2508 2,886 4156 5,810
Goodwill artsing 17 10,851 5,682 48 17,392

® An external independent valuation was carried ovt on Shepardson Stern + Kaminsky LLP and EIDA NY LLP
Intangiblas,

Goodwill relatas to the value of the busingss's staff. There is local tax deduction for goodwik (with the
exceplion of UAE where there Js no tax). .

As part of the Shepardson Stern + Kaminsky LLP acquisition, put options were negotiated over
remalning capital rights (note 27).

LIDA NY LLF shargholdars have put options that have been defined as a share based payment {note 3¢)
as payments are redistribited amongst remalning employees on termination of employment (collective
or individual) and therefore have been accounted for within 5taff costs {nete B) inaccordance with
IFRS3. As a consequence, the non-controling interest charge is taken as a staff cost in statutory
accounts {{or headine numbers, to aliow comparability to rest-of the Group, the non-contralling
Interest charge is Included in non-controlling interest). .
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18. Gash consumed by acquisitions

2017 018
£600 000

Cash consideration
— Bohemla Group Pty Lid (1,285) -
- Levergy Marketing Agency (PTY} Lid £ -
— Shapardsor, Stern + Kaminsky LLP (70 {4568)
- M&C Saatchi Madrid S.L - @ -
- LUDANYL(P - (7,618}
— M&C Saatchi Middle East Fz LLG . = (5,021
~ Small purchases of non-controfing interest's squity {29) (349)
~ Defarred and contingent consideration pald [note 26) = [1,966)
(2479) _ (15717)
Less cash and Cash equivaknts acquired 1,528 2,685
(851)  {(12822)

20. Associates and jolnt venture

The Group invests in associates and joint ventures, either to deliver its services to a strategic market

plage or to gain strategic mass by belng part of 2 larger iocal or fyngtional entity.

The following assoclates and joind ventures are included In the consofidated financial statements:

Progortion of voting
rights and ordinery
tncorporation Investient inessociate . share capitatheliat
Natureof or 2017 A5
n & Name: bus £000 $000 017 il
ux
Watker Media Uimited Media buying UK 10,748 10,897 25% 5%
Europs
M&C Saatchd Russia
Limited Advertising 1.4 - - 50% 50%
M&C Saatchi Madrid
s Advertising Spain - - 51% 25%
M&G Saalchi lstanbul Acvertising Tuckey 449 460 25% 5%
Midiie East and -
Africa
M&C Saatehi SaL* Advertising Lebanon - - 10% 10%
Asla and Australia
MB.C Saatehi (Hong -
Kang) Limited Advartising China 8118 7529 40% 0%
February
Gommunications
Private Limited Advertising India 280 ar 20% 2%
MA&LC Saatchi Lig Advertising Japan 15 - 0% 0%
N&C Saatehi Werld
Servces Paistan(PVT)  Development
td {joint venture) communications Prakistan - - 50% - Bl%
Love Frankie Ltd Advertising Thailand 116 na 25% 25%
Amtericas
Santa Clara
Participacoes Ltda Advertising Brazil = - 25% 5%
Total 16,726 19217 -
* InMarch 2017 a contraling stike was acguired (no1e 18).
" lofwence exerted through our boacd ang i, this entity services other

countries ¥ the regian,
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Continued

20. Assoclates and joint ventura continued

Al sharesin

are held by

iary compariies, and have n special rights. Whare the

2ssociate has a right to use our brand name we have & right to withdraw the brand name to stop it
being lost, or pretect it from damage. In the case af joint veaturas, all key decisions have to ba jointly
agreed. The risk the Group is exposed id from its associates and joint ventures is our investment, our
‘trand name and undistributed dividend flows.

Middis
Eastand Asiaand

UK  Europs Africs  Australla Americas 2017 2018
000 R0 £000 £000 £000 £000 Z000
Balanca sheet
Total assets 81,582 sv4 2,085 1,082 2,786 99,988 86,852
Total Hablities (77,841)  (271) (B.,B4E) (4,028) (3,415) (94,308) (78,083}
Net current assets/{llabfities) 9,741 105 (8,781) 3758 (1,230) 5589 8,769
Our ghare 2428 28 678) 1458 @ 29825 3617
Losses not recognised - - 878 - 307 085 it
Goodwill 8,322 424 - noea - 16,815 14574
Investment in associates 10,748 450 - 8,527 - 19,725 13277

2017 e
- £000 £000
At 1 Janvary 18217 24,811
Exchange mavements 257 2,521
Acquisition of assaciates. - 3,605
Transferred to subsidiary following acquisition® - (9,275)
Impairment of assecfate - (3,738}
Dividends {1,806) am
Share of profit after taxation 987 1,550
At 31 December 19,725 18,277
* A contralfing stake in M&C Saatchi Madrig S.L was acquired in the year, which was hald at a nd book vatue.
Summarised finanglal information
g ' Middie
- Eastand Asiaand
UK Europe Africa Austrain Americas anr ANE
. £000 £000 £000 £000 2000 £000
Income stateament
Revenus 22,948 B12 3187 6881 4330 38,188 39,583
Operating profil 8480 (8) ~(883) 1,243 282 9,087 6,341
Prafit before taxation B,505 25 (1,138 1259 88 8,136 5,986
Prafit after taxation 6,559 13 (1,139 888 25 8,447 4234
The Group's share of the
results of asscciates 1,833 3 - 351 - 1987 1,530
Dividends regeived from
associates in the year 1,182 24 - ~- - 1,808 177
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The UK is represented by Blue 448 (Walker Media Limited, which contributed all the profit during the
period. As such, the surmary finanelal informatian has not been disaggregated furthar as, In the view'
of the Directors, this wolsd produce a note of disproportionate length given the materiality of the

investmants hekt.



NOTES

Continued

21, Plamt and equipment

Furniture,
fittings and

Net hook valua of assets, includad in the above balances which have bean purchased through finance
|sase arrangements are:

Furniture,
Leasehoid other Comyputer ml‘ptur Total - fittings and
Ipenent® lcles Leasshold other  Computer Mator
206 £000 2 4600 £600  8060 npr i p vehiciss Fotal
Cost £000 £000 £090 £800 000
At 31 December 2015 7,28 8,826 5,453 M0 19,747 AL 31 December 2015 - 12 ne i 209
Exchange differences 487 435 48 k] 1403 AR 016 - 5 8 % 189
Additions 9,088 1,606 266 20 3,950 At 31 Decembar 2017 - - 47 112 169
Acquisition of subsidiaries 761 2469 19 0 120
Disposals (670) (483) {483) (36) {1.67%)
Disposal of subsidiary - (69) ] - %) 22. Other non~current assets
At 31 December 2016 9,944 B,57% 5871 156 24548 2017 018
Exchange differences 155) 150) (76) 1 (250) . 00 S
Addtians 113 B AT 3 am Investments G160 758
Reclassifications _ (1,060) 1,060 _ _ Other debtors including rent deposits 1,223 1,380
Acquisition of subskiaries 4] 170 8 7% 1,144 Loans to empliyees** . 2,288 2263
Disposals (8} (€5 (s Gn___ (55 Galfoption provision i 54 4
AL31 December 2017 12265 1840 8245 198 28668 Tatal other non-current assets 53 145
Depreclation * The Gr;up m mrp:m;'E venturing by icvesting M?!-up mp:nia:f that have technologies that ral;tsnn
t 31 Dece 1 ; 4,069 4,105 . 11,51 or could g1 e the services the Group provides, or come users of the Group’s services. Linder IFRS13,
M3 mbar 2015 3% b b thesa items are vakied as level 3 fnancial instrgmeats and have been recosded at cost, which was geemed falr
Exchange differences i s 3 16 923 value an the date of acquisitian. Given the start-up nature of these thess are nol rem 10 fair
Depreciation charge 967 410 1,265 % 2,868 valve et each reporting date, as fair value cannot be refisbly measured. However, the vatves of these investments
; . ar regulzny reviewed ind considerad for ¥mpairment, which would be recorded i the knoma Statement
Disposals (333) (295) (ar1) 31 (.30 immedistely. Thren entitles hava been impaired, being Scaled down operations, and o aftarnative vahe 1o their
Disposal of subsidiary - {45) (38) - {84) assets. Tha roup Interds to reakse its invesiments over a three to ten-year period afther through sale of the
A3 2016 4,268 4411 5184 64 13.927 - m;&rmmmﬁnawmmmlmn o
The Australisn Loans relate to AUD3 3m (Balance st 31 December 2016, AUD3.1m) loaas teat the Groep et Ioea!
Exchange dferences o) (34) 126} i (29) macagement f M& Saatchl Agancy Pty Ltd, In 2015, to enable fhem to aoquire 20% of that business. i full
Depreciation charge 1347 1,039 654 39 3,0m8 recourse loan Is repayablein ful m.hapun:hlsurs na tonger have & hensficial intarest in the shares of the
Reclassifitations = {310) 310 - - Ausiratan Group, or are no kanger amplayed {though th equity can ba helkd when not empioyed). The loan is
o URSECUred ang charged interest a1 1, 1% Above the fve-ysar Auxtralise Interbank rate o the dste the loan was
Disposals (8) a2 (404) (6) (4901 advanced, The valve of the can spproximated Lo fair value,

[} b 5,034 ‘IhuSwmAfm:an Loans relate to £435k (balance at 31 December 2016, £435%) loans mztﬂ'Berp Tent local
ALS r2m7 5,557 Gigea L 18367 African companies 1o enable them Lo acquike equity in the South African Group Dusiness,
Net bock vaue m&wmpegmsmmugmmnm%nr?mmmlbmrnaihmainums‘iﬂremf
At 31 Decembar 2015 3,065 2787 1388 . 87 8197 the Sor ‘ican Group, nrar:nulmgerarnphyed. e lan tmmredw:mrgzdlmerelulﬂ:hm

i 3 v d The cartying vale of the lean approxinated 10 far vake,
At31D 2016 . 5,666 4,164 671 82 10.619 "
At31 2017 8,708 2514 2547 100 12,269

is £1684 of

set vp cost relating to systems upgrades.
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24, Trade and other payables
Amounts falling due within ane year
2017 21§
2ot £000
Trade creditors {51,883) (45,700}
Salas taxation and social security payables {8,602) (7,268)
Employment benefit accruzls 788 {1,130
Amounts due to assoclates - {2,155)
Accruals (39,250  {33,495)
Deferred income: (20,684) {17.8319)

Other payables - (6.019) {8,529)

The table below anatyses the Group's financiat iabilities and darivative financial kablities into retavant
maturity groupings based on the period remaining until the contractual maturity date. The amaunts
disclosed in the tabla arae the contractual undiscounted ¢ash flows (including intarest), and therefore
will not reconcile with amowts disclosed on the consolidated balance sheet:

207 1l
£o08 £000
Non-derlvatives
Up to six months {88,156)  (87,669)
Six i0 twetve months (453 (13}

Later than one year and nat later than five years {40,585) (30,445)

(138,754)  {118,127)

(128,256)  (115,888)

The carrying amount of trade and other payables approximates 1o their fair vakie.

Settlement of trade and cther payables is in accordance with our terms of trade establishad with our
local suppliers.

The carrying amount of the Group's frads and oihar are Inthe
currencies:

Amounts falling due within one year

200 bk e A

£000 % £000 %
Steriing (25,818) 20%  (34,351) 2%
US dollars - (44,626) % (39,301 3%
Austrafian doflars (22,737) 8%  (13,936) 2%
Malaysian ringgit (2,720) 2%  (4,258) 4%
furos (18,550} 15%  (14.084) 12%
South African rend (4,060) 3% 1,136} 2%
Brazflian real (2,238) 2% (2,271) ™
Other (7.518) 6% (5,453) 5%

{128,256) 100%  {115,886) 100%

Put options
Up to six months {14813  (20,216)
Later than one year and not later than five years {10,318)  (12,852)

(25,137)  (33,168)
(153,885) (151,295)

Total derivatives and non-derivatives

The vaiue of put optlons represents the minosity shareholder put option fiability excluding any diseount
for time. The majority of thesa financial Instruments will he fulfiled by the issue of equity {note 27).

The above table Is an Indécator of our liquidity risk. Tha risk is mitigatad by the recaipt of cash from
trade and other receivables, and in the case of put optiens, the majority of the fability wilk ba fulfiled by
the issve of equity (note 29}

25. Borrowings
Amounts faliing dua within one year
a1r 216
2000
Ooligations ender finante leases ) 2n (25)
Local bark loans* (788) -
Invole discounting™ - 2815  (3,645)

G751 (3570)

* 2280k of local biank loans relate to facilties that Bohemia Group Pty tid {Australial, used to fund pra
acquisttion fixed assets, and £499k M&C Saatehi Madrid 5.L {Spain) used to (und Historic losses.

= invale discounting reiates {0 borrowings Secured agatnst trade T in the UK. Th
represent 60X of the receivable balance pledged. As at the balance sheat date, £1.9m was not dmwn undu' this
Tacility. Interest |5 accrued at 1.¥5% per annum on amounts drawn.
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22_Other non-current assets continued

As at 31 Dect . the ing trade r es were past their due date (of zero to three months}
The movement i Investments during the yetr js as follows: but not impaired. it is management’s betief that these dabts wil be fully repaid.
2017 2016 1 2017 2016 2016
£000 £0m0 £800 % £009 %
At 1 January 3758 3353 Threa to six months 2,569 3% 3.295 4%
Acqulsition of corporate venturing investmants. 2,024 1,066 Dver six months 481 1% 768 1%
Reanalysed - @2 - Totzl net trade receivables 83,535 100% 78,836 - 100%
Provision against - 65
AL 31 December 5,760 3,758 The carrying amount of the Graun's trade and other recelvables are denominatad in the folowing
currencies:
23, Trade and other receivables o - i = o o8
- . 00 0 Sterling 35,051 8% 35718 3%
Trade receivahlas 88,260 0,843 US dollars 32,546 W% 34,408 e
Pravision for bad debts® (2,741} (2100 Austrafian doltars 16924 14% 13,022 12%
Net trada receivabl B3530 78,836 Malaysian ringgit 1,704 % 5,682 »
Pregayments and accrued income j 23957 B Eurcs 18,875 "% 1378 2%
Amounts e from associates 117 920 South Afrkoan rand 5,893 5% 106 b
VAT and sales tax recoveralie 2058 1554 Brapiian reat 1,846 2% 124 L
Diher deblors 807 5113 Other 8417 5% 59 %
Tatal trade and otherr 120,096 109824 120085 00%  1098M 100K

The carrying amount of trade and othar receivables approximates to their fatr value.

Mavemnent in the bad debt provision

2017 A6

000 060

Asat1Jemuary” {2,100 [332)
Exchange moverents. K b (43)
Gharged ta the Income statement ®mse)  (2,070)
Acquired - - — (69)
Redeased to inzome statement - 8
Utifisatlon af provision 214 298
As at 31 December (2,741) {2,07)

'£1mﬂ!hlsprmmnrelmmlhuhlmlmnn:diam.whlt!ﬂmwkwa:mmﬂaudmmehtmnﬂ'd
2015, AT that poinl we rECOgnised the ramanning revemre o the job as local managarnent believed, at the time, thal
the entics ampunt would ba paic into our sterfing UK bank account. Locat management stil believe: thal the debt will
be paid and the client has tha tash, however dug to local currengy cantrols the ¢fient is unable to remit payment out
of the country. Thara is no Indication when the turrency controls will be [ifted. Given this sinjation wea balieve t
prudent st to fully provide for the amount while we cortinue t work far the repatriation of the cash.
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Credit risk

The Group manitors credi risk at both a logal ard Growp level Credit terms are set and monitorad at
& Incal lavel according te local busingss practices and commercial trading conditions. The age of debt,
and thé level of acoruad and deferred income is reparted regularty, Age profiing is monitored both at
tocal level and at i entity level. Bad detd provisions are determined io¢ally. Yhere
Is pnly local exposurs to debl from our significant global cients, The Group continves to review its debt
exposure 10 Torelgn currency mavements and witl review efficient strategies to mitigate risk as the
Group's overseas debt increases.

There are no significant concentrations of credit risk in the Group.



NOTES

*  The estimated number of M&G Saztchi pic shares that will be Issued, in thousands, to fulfl.

Continued
28, Deferred 2nd contingent constderation 2017 2016
amT M8 E000
- £000 £000 At 1.January (33,188)  (24,364)
Amounts falirg dre within one year Exchange difference 75 82}
~Contingert (nole 1B} G - Additlons - (0249
Amounts falling due more than one year but not more than five years Exercises . 4825 2,1%
— Contingant (note 18] (833) - . Income statement charge due to
1,21 - - Change in estimates 2813 2,918
At1 January - (1.782) - Change in share price . . 401 (3,279
Exchange difference {114) 0in - Time 3 {296)
Associata increase in contingency™ - (43) Total incoma statement charge 3,037 {597}
Charged to income Statement {40) - i
Acquisition (note 18} (1,056) = At 31 Decernber (25,128)"  (33,166)
Gonsiteratonpaid frote 19) = 1% The i efating to the min tions tha abie in cash and fn
_ movements in the year relating to the minority interest put options that ars pay: cas in
At 31 December 1,210 equity are as folows:
* This all relates 1 payments to Shepardsen Stern + Kamingky LLP, hefora we gained a controliing interest. Cashbasad _gg 3'6.';'@
“* This relates 1o contingent consideration dua for Levergy Marketing Agency {PT¥} Ltd, the oblgation will be paid
in M&C Saatchl ple shares. The contingent consideration is payable over the next four years, and it dapendent oa At 1 January (5,268) {2,941)
profitaniity 2nd profitabiity.growth raias of Lavergy Marketing, Agency (PTY) Ltd. The amouat payabia I Exchange difference 7% o)
uncapged. The {akr valve of contingent consideration is measured using some inputs What are rot based on
observabla markst data {i.e, IFRS13, level 3 falr value measurement), Reclassilied tos(from) share based i 23 319}
r Income statement charge due to
* 27. Minority sharehalder put option fabilities = Change In estimates am 280
Some of our subsidiaries’ local entrepreneurs {minorities) have the right to @ put option, The put = Changs in share price £ (235)
options give the minorities a right to exchange thair minority hoidings in the subsidiary into shares in - Time - 10 (2)
MB&C Sagtehi plo or cash {as per the agreement). At 31 Dacember GBI (3.289)
ﬂ g;g based 2017 gg m
Amounts faking due within one year i M_At 1 January G.880)  (2B,887) (21,428
- Gash G 0,300 Addhions - -tz
- Equity (3494) (18,915) Exercisas 1388 4825 212
Wy (0215 Revlassified (from/to cash based _ ® en
Amounts faling due after one year, but less than three yaars incoma statament charge due to
- Cash Ro18) (1,995 - Changa in‘estimates 508 2,788 2598
— Equity (8302)  {10,951) - Change in share price N 89 368 {3,044}
(10318)  {(12.850) - Time [ 13 (294)
At31 Dy b (5,867)  (21,798)  (29,867)
{25,120)  (33,1E6)
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25. Borrowings cortinued
Amounts falling due afier one year

iz 2018
X000 £000

Obligations under finance leases (108) (18
Local bank loans* (228) -
Secured bank logns. (37430)  (28,259)

@7.764) (28217}

® £120% of local bank loans mmmmsmammlmmua)wmmmmmm
£108k MAC Saztehl Madrid S.L (Spain) uses ta fund historic losse$. The raspective bank has security over the
assels raspettivh company.

The carrying vélue of bank loans approximates 1o thelr fair valye.

Securad bank lpans

At the year end, the Group had & banking faciity of up to S40.0m {2016: £40.0m} plus & ene year 20.3m
{2016; £0.3m} overdraft facility. On 23 November 2017 it was agreed that this facillty would only reduce
1o £38.0m on 31 December 2018 and £36.0m on 31 December 2019 (2016: redices by £2.0m annually).
The facllities have floating rates of interest set at 1.75% above LIBOA and the averdraft hae floating
rates ofinterast set at 1.76% above the Bank of England base rate. The banking facifity matures on 30

April 2020. Inreturn for the facllity Group gives the bank guarantees over key UK, Dutoh and Austrakan
compacies.

Obligations under finance Jeases and hire purchasa contracts are due as follows:

07 28
£000 000
In ane year or less, or on demand (2n (25)
I mora than one year but not more than two years {108) (18)
(133) (43)
‘Tatal bank loans and borrowings used 1o calcuate net cash are as follows:
— Otligations
under
su:urld Loeal henk Total sawmo Involce finance
bank ioans joans”  disCOUNtnG feass
200 mm £000 £000 __£00 Total
At 1 January 2016 (23,8001 - 123,800 {3.130) (64)  (26.984)
Cash movements {4,242} - (4,242) (512) 3 (a8
Non-cash movements -
- Foreign.exchange {540) - (540} @ (15) {558}
changes
ALSTL ber 2016 {26,682) - (26,582) {3.645) (43)  (32.2T0)
Cash movements (10,087} 216 {8,881 - 3 28 {8123)
Nan-cash movements
—Foreign exchange 1,021 (33) 988 - {8} 230
changes
— Fixed asset - - - - moy mon
additions :
- Acquisitions 01.200) (1,200} - - (1,200)
At 31 December 2017 (37,658) £1.017) (38,675) {2.915) (133) (41,123

27 2019

. £000 £000

Gross secured bank loans. (G850 {23567

Capitalised finance costs 299 a0
et setured bank koans  @T.430)  (28,258)
Future interest hayable on secured bank loans at balance sheet date @215) (2406}
Total secured bank joans and future interest (38.645) (30,665}

Total secured Bank joans ard future interest are due as follows:

2017 A6

£000 £000

Inane year or lass, or on demand (850) {2
In moré than one year but not more thaa five years (38,685)  (29,843)
(39,845)  (30,665)

The borr owing used to calculate Aet &ash,

e L);eﬁn;lmmm of £730k & nckisive of total drawdowns completed durig the year of £58.1m and repayments



Continved

29, Issued share capital
Allotted, salled up and fully pald

Share based payments include vested share options and conditional share awards.

l!lrd?na:':
Number af shares
shares £000
At 31 December 2015 12,715,019 2
Acquisition 10% M&C Saatehi Berfin GmbH 155,812 1
Acquisition 20% MAC Saatchi (Hong Kong) Limited 71,269,458 13
Acouisition of 20% M&C Saatchi SpA (italy) 19970 4
Acnpisition s all percentages of a UK and a US idiary 589,937 4
At 310 ber 2016 74,950,198 749
Acquisitior 16.566% of Shepardson Stern + Kaminsky LLP 687,280 7
Anquisition 10% Talk PA Lt 132,572 1
Arquisition 10% MAC Saatchl Mobllaltd 2,476,017 25
Acquisition 24.5% LIDA NY LLP 390,271 4
Acquisition 0.1% of M&C Saatchi Network Ltd 300,000 3
Acquisition 52.9% of Behemia Group Pty Lid 5M.176 5
Exercise of Mobile USA shara options 945,801 10
Acquisition of small pergentages of UK and Australizn subsidiaries 925,890 8
At 31 2017 81,532,802 B1Z

Expense recognised in year:
207 2018
L0006 £000
Equity sattied 13,501 7887
Cash settled - -
Total 13,501 7887
Vested share pptions:
Conditional
sharg Total
awands number
At January 2015 - -
Vested 207224 2,107,224
At 31 December 2076 2107224 2107224
Vested 391,220 3197220
Exgrcised” {4,112,089) (4,112,089}
At H December X7 1,992,356  1,192.355

The Group holds 700,000 of the above M&C Saatchi plc shares in treasury,

Capltal management
Tha Graup aims to use cash generated from our eperations to fund growth. Debt Is used to fund short
term investment and working capital cycles.

Long tarm and major investment obligations are fulfilizd by issuing equity (e.g. put oplions {nste 2703,
In this way, we reduce the financial risk of debt markets beiyg slosed or rationed. The Group will
minimise the ameynt of equity issues when long 1erm and major investment obligatians vest by using
any available cash instead of equity.

Our long term f.argets are to be debt free and to minimisa the diiutian to aur shareholders ang
maximise our organic growth.

30. Share based payments

Some of our subsidiaries' local entrepreneurs {*minorities®) have the right 1o a put aption. The put
options give the minarities a right to exchange their minority holdings in the subsidiary into sheres In
ME&C Saatchl pie, in the event that they ara no longer employed by the Graup sither the Group buys
back the local equity at a price reflecting the vatue on thetr departure or other local entrepreneurs
receive the local equity (as per the agraemant). Due 10 the changing right of the locsl equity, the lecal
mingrity has been accounted as a share based payment under IFRS2.

* The average price when these oplions were exercised was 328,75p (2016 n/a).

The conditional share awards ara conditional that tha smployee remains employed by the Group on the
day of exercise.

Conditional share awardgs

Minority interest put options with Jeaver provisions

In additicn to the put aption kabilties describad in nate 27, the folowing entities have issued put options
which ara forfeited on termiation of smployment of tha minorities. As such, these arrangemeants are
treated as share based payment and accounted for under IFRS2, as opposed to IFRS.

Tha fair value of these options is determined on the date of grant based on the value of the undertying
subsidlary and the nember of shares in M&C Saatchi plc expected to be issued or: exercise. The falr
value of the subsidiary shares Is established by means of a Monte Carle modal and the number of
shares to be Issued are determinad in ine with the formula prescribed in the respective shargholder
agreements.

The fair value is charged te the income statement over the vesting period on a straight-line basis.
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27. Mingrity sharaholder put option liabilities continued
Put options are éxergisable from:
% ol subsidlaries’
Subsidlary - Year _ sharS exthangpable
ML Saatchi Marketing Arts Ltd K 2018 500
MEC Saaichi (M) SON BHD ~ 2018 20.0
- Influence Communications Ltd ' : e 50
ML Saatehi Europe Holdings Ltd 2018 4D
M&C Sastehi Communications Py Ltd . 2008 130
M&C Saatehi Berbn GmbH 2018 100
FOING SAS 2018 15.0
M&C Saatchi Sport & Entertaimant LLP (US) 2018 75
M&C Saatchi Sport & Entertainment Pyt Lid 2018 Mo
TakPAL 018 380
MAC Saatech§ UKPRLLE ms n5
ME&L Saatchi Corporate SAS 2018 298
M&C Saatchl (Switzarland) SA 2018 w0
MEC Saatchi Mertin Lid 018 450
The Source (Londan) Ltd 208 100
ML Saatehi Brazil Comunicagdo LTDA 2018 400
Samueison Talbdt & Partners Ply Lta 2018 88
Shepardson Stern + Kaminsky LLP e 333
M&C Saatohi Agency Ply Lid 220 o
Creative Spark Intgractive (PTY) (td 2020 10.0

At each period end, the fair value of the put opticn iabiity is calculated it acoardsnos with the
shareholders’ agreement, and any movament is charged to the income staternent. Where the
agreement gives a right to convert to a variable number of shares (rather than a value), tha number
of shares is converted to a value by using the period end share prige (2017: 371,5p, 2016: 380.0p).

[:1:]

The Kabfity wifl vary with our share price and with the results of the subsidiary companfas. Current Kabiities
are determined by our year end Share arica and the 2017 resulis of the companies who can axercise in
2018. Non-current liabiiities are determined by ow year end share price and the projected results of the
companies who can exercise afier 2018, The projecied results show management's best estimate of the
growth rates and margin of the companies who can exercise after 2018, Given that these companies are
small, single account wins/losses ¢an have a significant affect on thelr results. Such account wins are far
maore significant than changes to exchange rates and underlying economic growth rates.

The fair vaiue of minority shareholder put optinn Hahifities Is measured using seme Inputs that are not
kased on observable markat data (Le. IFRS13, kavel 3 fair value measuremant).

Share price risk

Changes in our year end shara price will impact the fair value adjustment ta minority shargholder put
options. The year end share price was 571.5p (201€: 380.0p). The 2017 charges would have changed as
fatlows, had the share prica been:

Increasa/(decrease} in
Movement profit befora and after tax
Share prica % . 2000
443.0p +13% {3,908
400.0p +3% [§EO )]
371.5p X - -
5e0.0p a5 1170
300.0p (193 338
Forecast accuracy

Difference In actual and projected resuits of the companies couid have an impast on the fair vaiue
adjustments as fallcws (assuming no change in the Group's ferecest):

Increase/(decrease) In
profit before and after tax
Rasut E£o00
0% (546)
(10)% 1,301
24, Gther non-current Rabilities
2m7 018
- £000 2000
Empioyment benefit provisions® (a88) (448}
Other (1,888) (2,167
2487  (2.5608)

* This refates Lo long term service |eave in some locations.



Continued

30. Share based payments continued

Fair vahm
ogtlon (per Compary
Share price at Vesting M&E Saatchl pic dividend
Gonditlonal shdres lssued In 2017 Grant date drant date perindyears  Dividend yletd Volatlty Riskfreerats share lssued)” rights PECap  Vestingdate™
M&C Saatchi Egital GrbH 140217 355 5 2.33% 30% 6.60% 5314 Yes No  15/04/2022
Clear Ideas Ltd - B shares {Group) 0370317 2347 5 2.39% 1% 0.34% £3.06 Yes No  15/04/2022
Clear Igeas Ltd - C shares (UX) 03/03/17 £347 § 239% 3i% 0.34% £3.06 Yes Mo 16/04s2022
Clear LALLC 28007 230 5 2.36% 31% 0.50% 9 Yes 12 150822
Human Digita) Lt2 1204417 £3.46 4 248% 0% -0.28% £213 Yes 0 19/047200
Human, Digital Lt 1270417 £3546 5 2.48% 0% 0.43% £203 Yes 1 150472022
Human Digital E1 12/04417 £3.46 & 2.48% 0% 0.58% £1.96 Yes 10 15/04/2023
M&C Saatchi, S.A.DE CY mmnt 0532 1 2.50% 50% 0.79% 2296 Yes No  15/04/2023
M&C Saatchi Sports & Entertainment Ltd nmn7 £.34 L) 2.5T% 3% 0.78% 20497 Yes No  15/04/2022
Levergy Marketing Agency Py Ltd 15111417 £5.30 3 2.60% % 0.76% £3.02 Yes No  15/04/2021
M&C Saatchi PR tternational Ltd 21t 234 4 25™% 3% 0.79% 085 Yes No  15/04/2022
MBC Saatchi PR nternational Ltd 21117 B3 ] 2.51% 3% 0.97% 28 Yes No  15/04/2023
MEC Saatchl PR ternational Ltd 21117 £3.34 6 257T% 31% 1.05% £282 Yes No  15/0472024

*  Thevaluation was made using a Monte Carlo model.
=+ The vesting date Is set In tha agreements on the date that tha Group's

Anmwal Report is published. These dates are esimates based on our historic timatable,
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30. Share based payments continced

Fatrvalye
of option (per Campany
Share priceat Vesting MA&T Saate ple dividend
Grant gata grantdats __period years _ Dividend yiewi Velatlty Riskfrearats  shareissued)” rignts PECap  Yesting datw™
MAC Saatch) Network L1d™ 95/05/15 £393 2 1.94% 28% 0.70% £3.10 No No 15/06/17
M&C Saatchi Network btd 05/05/15 £323 4 1.84% 43% 1.20% 2283 No Na 15/04/19
MAC Saatchi LA lne 18A12/04 5.3 15 1.78% 45% 1.54% £1.00 Yes No 15/04/20
M&C Saatoh] LA kg 1515 FAR 1 5 1.89% 54% 1.04% £285 Yes No 15/04/20
M&C Saatchi Shop Ltd 03/12/15 £32 4 070% % 117% 521 Yes No 180472
M&C Saatet Shop Ltd 0312/15 £33 6 189% 42% 1.36% £3.19 Yes No TS/04/T
M&C Saatchi Shop Ltd 0312715 £332 [ 187% 4% 1.48% £3.06 Yes . No 16/04/22
ME&L Saatchi Acoelerator Lid 2611715 1397 ¢ 1.91% 26% 1.96% £3.00 Yos No 15/04/20
ME&C Saatchi Accalerator Ltd wANE 821 § 191% 2% 1.32% 2294 Yes No 15/04/21
M&C Saatchi Accelerator Lid 261115 o [ 1.91% 64% 147% £284 Yes No 16/04/22
M&L Santchi Mokl Singapore 240615 £.16 4 198% 3% 1.54% £1.53 Yes 12 15/04/20
MA&C Saatchi (S) Praltd 01/09/73 $2.568 [ 1.85% 63% 1.84% 20.96 Yes 12 15/04/19
M&C Sagtchi Tel Aviv Lid 21/0418 i3 5 191% u% 1.20% 2306 Yes No 15/04/%0
LIDANY LLP 1603718 2314 1 2.30% %% 0.57% £309 Yes 8. W16
LIDANY LLP 16/03/16 B304 3 2.30% %% 0.57% £295 Yes B 30711718
M&C Saatchi SpA - 08/12/15 . 8333 "3 1.98% 8% 1.93% B3 Yes No 150419
Paris GAD Holding SAS 240218 £298 4 242% u% 1.23% 80n Yes No 03/05/20
M&C Saatchi Share inc 120815 £330 5 219% ai% 0.81% 0218 Yes No 15/04720
M&G Saatchl AB ) 110214 8303 4 1.80% 4B% 1.29% £2.5Y Yes No 02t
M&C Sastchi Middle East Holdeo Ltd 250316 823 3 223% 2% 0.57% £3.02 - Yes No 15/04/19
M&C Saateht Workiwide Ltd 01/06/16 £338 3 213% 26% 0.81% 017 T Ne No G108
MAC Sautch) Woridwida Lid 180718 £205 2 244% 29% 0.81% £0.45 Ne DIBING
MAC Saatchi Matdle Lid** . 23086 €357 1 203% 33% 1% 2360 No No 20708117
M&C Saatehi Mohlle L1g™ IBAE £367 2 2.03% 3% 0.1% £351 No No 09/08/17
M&C Saatehl Mobie Ltd™ 258416 £367 4 203% 3% [IRF- 1 £3.38 No Ne 15/04/18
MA&C Saatch Mobie USA™ 28/10/16 £3.09 1 277% 41% 011% 8323 No No WM
MEQ Saatchl Mabile USA™ /10416 £3.99 2 2.21% 33% 2.11% £3.15 No No 14/10/18
1430 Saatchi Mobie USA 28/10/16 5 3 227% 30% 0.12% 204 No No 15/04/20
M&E Saatchi Berlin GMEH W6 £3.99 4 2.28% 3% 0.56% £2.88 No Na 18/04/21

The vak:ation was made using a Monte Carlo model.

Vested and EXeroised, .-

The vesting data Is set in the agreaments on the Gata that the Group's Annual REpDrt is pubished. These dates are estimates based on our historic timatable.
“** The vesting d2te was amended in the year due {o fargats being met.
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30, Share based payments continugd
. * Falrvalos Extimated Total
of option {Per meirber of peouriting
MEC Saatchi shares at charge 8t Aecounting

% sharehokding Vesting ploskare vesting vestng  charge2017  charge2018
. In gritity dats igsued) 060 £000 000 £00D,
MBC Saatchi Network Ltd ] 0.0% 16/04417 £3.10 300 93 137 418
ME&E Saatchi Netwark Ltd 5.0% 15/04/19 £293 B81 £2,581 8654 £656
M&C Saatchi LA Ing 6.0% 15/00720 £1,00 184 £184 £12 £12
M&C Saatchi LA Inc 4.0% 154720 £3.85 12% 5350 161 SBT
M&C Saatchi Shep Lid* 25% 1504720 Bnn T £23 200 £19
M&C Saatchi Shop Ltd* 5% 150421 £.19 7 =2 20 214
M&C Sastchl Shep Lid* 2.5% 15/04/22 £3.06 3 20 =(3] £01
M&C Saatchi Accelerater Lid B.T% 15/04/20 2300 A7 24t 32 5352
M&C Saatchi Accelerator Ltd 6.T% 16/04/21 2.4 54 £158 &9 £28
M&G Saatehi Acceirator Ld B.7% 15/04722 £2.84 5 £145 £93 23
M&C Saatch] Mobile Singapore 6.0% 15/04/20 £1.53 66 £101 /M 0"
M&C Saatchi (S) Pte Ltd 200% 1504418 £0.86 360 £347 %62 562
M&C Saatchi Tal Aviv Ltd 20.0% 15/04/20 £3.26 32 2104 & £
LIDA NY LLP 24.5% 301116 £3.08 83t 21,850 - 1,850
LIDA NY LLP 24 5% 30111418 £205 Gag £1,911 E706 £562
M&C Saatchi SpA 20.0% 15/04/19 B 428 - £1,352 £397 422
Paris GAD Holding SAS : 0.0% 01/05/20 271 - - - -
M&L Saatchi Share Ing 200% 15/04/20 £2.18 - - - -
M&G Saatchi AB 40.0% oY £261 n 87 £190 £597
M&C Saatchi Middle East Holdco Ltd 20.0% 15704419 £3.02 7 £22 Fi £6
MAC Saatchl Warldwida Ltd - s . 0.0% [aFufat] 2077 1,21 nn £378 220
MEC Saatchi Werldwide Ltd . 0.0% 01701419 20.45 12r £57 £23 m
M&C Saatchl Mohils 1td 5.0% 02706/17 2360 B34 £3,000 £1.843 £1,057
MG Saatchi Mobile Ltd 5.0% [N .60 i) £1,000 £548 £352
M&G Saatohl Moble Ltd 10.0% ag/aast? 551 113 £4,000 £3.3%5 565
M&C Saatehi Mobile Ltd*™ 10.0% 15/04118 £3.38 622 £2,168 £1532 ‘£206
M&E Saatchi Mobile USA : 0.0% ot £503 476 £1,837 nan £325
MEGC Saatchi Mobile USA . 0.0% 09/0817 2315 489 £1,637 £1.400 03
M&L Saatchi Mobile USA 0.0% 1504720 550e 265 £006 £233 Ll
MEE Saatchi Berlin GMBR 13.3% 15/ £008 250 £748 17 27

*  Sharehalder left Group [n the year and the shares were hought back by the Group.
** Scheme amended abowing for accelerated vesting with ra increasa In underlying vahie.

In creating the accounting charge, we have assumed that all sharghclders will be employed at the time of vesting.
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30. Share based payments continued
Falr valua Estimated Total
of option (Per number of

MAC Sastchi sharesat charge st Accounting Accounting
% sharehoiding Vesting Pl share vesting vesting  chargadM?  charge 2018
Gondtional shares issued In 2017 inent date 000 £000 2000 £000
MAC Saatchi Digita) GmbH 260% 16/04/22 2814 49 5 25 -
Clear kieas Ltd - B shares (Group) 5.0% 15/04/22 5385 L] £292 2] -
Clear Weas Ltd - € shares (UK) 15.0% 15404722 £3.08 204 616 298 -
Clear LALLC 120% 15/04/22 £2.24 a5 8 £12 -
Human Digitat Lid 11.5% 15/D4/21 8213 % 2190 E22 -
Human Digital Ltd 11.5% 15/04/22 £.03 4“4 £95 £13 -
Hurman Digital Ltd 17.0% 15/04/23 £1.96 4] 299 02 -
MAC Saatchi, SA. DE.CV 41.0% 15/04/23 £2.85 08 £309 14 -
MAC Saatchi Sparts & Entertaloment Ltd 0.0% 1570422 .97 200 £596 820 -
Levergy Marketing Agency Pty Ltd 7% 15704721 2302 78 £238 L] -
M&C Saatchi PR International Lid 13.3% 1904722 297 35 - 5105 0 -
M&C Sastchi PR intarnational Lt 13.3% 15704723 2.90 32 £53 £2 -
MA&C Saatchi PR international Ltd 13.3% 15/04724 £2.82 o] £32 21 -
Total for all condltlonal sharas 10,895 £38,735 £13,5m £7,991

In creating the amuiﬁna charga, we havg assumed that all shargholders will be employed at time of vesting.

We plan, in accordance with our business model to develop new businesses In 2018 with iocal entrepreneurs holding puttable equity in those bustnesses (new conditional shares). f no new canditional shares were to

heissued in 2018 then the optien charge will be £3,74Tk,
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31, Post batance sheet events
There have baen no significant events since year end.

32 Commitments
Capltal commitments
There ara no other significant caphtal commitments contracted for but not pruvided

Operating leases
Commitments under operating lgases are reported within note 7,

33. Related party transactions
Key management remuneration
Key manzgament remuneration is disclosed In note 8.

Unaudited detait on Directors’ remuneration is disclosed in the Remuneration Raport on pages 25
ta 27.

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

Tom Dery is a director of Australlan Cancer. During the year the Gri:up paseed on £40k of thirg party
tosts to Australian Cancer {2016: nil), and charged them nil {2076: £9k) in fees, of which nil (2016: nl)
was outstanding 3t the year end.

Lara Hussein has an equity interest in Brand Energy. During the year, the Group was charged, on an
arm's-langth basis, by Brand Energy E57Tk (2016; £713k]), of which ril (2016: £512Kk) was unpaid at the
year ead.

To assist the local directors to acquire 20% of M&C Saatchl Agency Pty Ltd in 2015, Yoans of AUD3.6m
were Issued. At tha year end, the balance of the loan was AUD3.2m (2016: AUDS.1m) {see note 22 for
further detais).

in 2015 the Group lent Antoine Barthuel, an arm's-langth interest-bearing Eure 150K 10an, a further an

arm's-length interest-bearing Euro 300k loan was issued in 2017, the balance of the loan was Eura 300k
(2016: Euro 150k} at the year end,

74

During the year, the Group made purchases of £2,356k (2016: £3,138k) from its associates. At

31 Decambar 207, there was nil due 1o associates in respect of these transactions {2016 £2,801k},
a further £§,367k was paid in advance and owed to the Group for these transactions. During the year,
E£160k (2016: £150K) of fees were charged by Graup panias to i At 31 D 2017,
associates owed Group companies £254k (2016: £409k).

During the year, the Compary recharged its subsidiaries and indirect subsidiaries with £8718k (2016:
£878x) of its costs, £265% (2016: £559) of interest. The balance outstanding ¢an be seen in notes 37,
3B and 39

34. Accounting policles
Critical accounting policies are set out in note 4.

Additional accaunting policies foliowed by the Group are:

Cost egnventien
The financizf statements have been prepared under the historisal cost convention, except for the
revaluation of certain financal Instruments.

Basls of consolidation

The M&C Saatchi ple consclidated financial statements Incorporate the financial statements of

M&C Saatehi plo and entiiles {including special purpose entities) controlied by M&C Saatchi plc

(and Its subsidizries). Control is achieved where M&C Saatchl plc has the power to govern the financial
and operating policles of an entity so as to obtain benefits from its activities. Where subsidiaries are
acquired in the year, their results and cash flows arg includsd from the date that we galn control up

to the balance sheet date.

Where necessary, adfustments are made to the finsncial of subsidiaries to bring their
accounting policies Into dne with those used by other members of the Group. All Intra Grewp
transactions, balances, income and expenses are elimlnated on consoltdation.

Whare 2 consolidated company is less than 100% owned by the Graup, the non-controlling interest
share of the results and net assets is recognised at each reperting date.
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Continued

34. Accounting policies continet!

Disposais of subsidiaries’ equity that do not affect control

The differanica betwaen e considecition received and the credit 1o the non-controliing interest
reserve Is credited directly o retained earnings. In the event that equity had previouséy bean acruired
under this revised standard then such a disposal will result in a refease from the nor-controling
interast acruired reserva to retained parnings.

Acquisitions of subsidiar)es” equity that do not affect control

From 1 Jaruary 2012, acquisitions of subsidiaries’ equity that do nat affect control have been
accoued £5r USing nbn-Guntrolfing Interest abquired reserve. How the non-cantrolling interast
acquired reserve is used Is described tn note 5.

Gorporata venturing investments

Investments in debt and eguity securities held by the Group are classified as being available-for-sale
and are Stated at falr value, with any resoltant gain or loss being recognised dicectly in equity {in the
{air valua reserve), sxcept for impairment 1555es and, In the sase of monetary ftems such as debt
securifies, fareign exchange galns and losses. When ihese invessments are derecognised, tha
cumulative gan ar loss peeviously recognised directly in equity is nthe Income

Wherz these investments are interest-bearing interest calouiated using the affective intarast method
is recognised in the Income statement.

Associates and JoInt ventures
Associates and joint ventures are all entifies over which the Group has significant infuence but not
control. They generally accompany a sharehplding of batween 10% and 5% of the voung rights,
minority oc 2qual board representation and, in case of sharehaldings of between 10% and 20%, the
Groug treats tha antity as an asspaiate wherk there are significant minority and contraciual
protections that allow s to influence dividerd and flows. in and
Joint ventures are speounied for using the equity methad of aceanting and are initially recogalsed at
cost. The Group's investment in asseciates and joint ventures includes goodwill idantified on

sftion, net of any ufatedt impairment ioss.

The Brotk's share af its associates’ and joint ventures’ post mqumum profits ar igsses is

r iged in the incame and ts share of post i IsT in
oiher compref fincame. The post acquisition movements are adjusted against the
carrying amount of the investment. When the Group's shara of 105ses in an associate or joint venturs
equals or exceeds its interest in the associate, inciuding any ather unsacured receivabies, the Group
does not recognise further lesses, unless it has Incurred obligations or made payments on behalf

aof the assoclate.

Uncealised gains on transactions between the Group and its associates are sliminated o the axtent
of the Graup's Interest in the associates. Unrealised losses arg alse efiminated wzss the transaction
provides evidence of an impairment of the asset transferred. Accounting policies of assodiates have
been changed whare necessary to ensure consistency with the policies adopted by the Group.

Intangible assets

Separately acquired intangible assets are capitalised a1 cost. Intangible assels acquired as part

of a business combination are capitaised at fair value at the data of acquisition if they arise from
contractua) or pther Jegal rights, and sufficient information exists to measure the fair value of the
asset. Intangible assets that relate o associates are included within the carrying valus of the
lvestiment in associates. The amaunts ascribed ta such intangitles are arrived &t by using appropciate
valiztion techniques.

Intangiie assets are Stated at historical cost less accumulated amortisation and impairment.

Amortisatlon is provided to write off the cost of an intangibie assets, less estimated residual values,
evenly gver their expected useful ives.

The charge in the income statement Is intluded in operating costs. Intangible assets are amortised 10
residuz] values aver the useful econamic e of the asset as faflows:

Safwware - three years
Customgr relatisnships ~ Ohe t0 five years - °
Brand name - zero to five (reduced to three vears from 31 Dacernber 2017)

The naed for any Intangible asset impairment write down Is assessed by comparison of the carrying
value of the asset against the higher of valua In use and fair value less cost to sefl.

[
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34. Accounting policles continued

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

Ceferred tax assets are recognised to the extent that it Is probable that future taxable profit will be
available against which the temporary differances can ba utiised,

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

Deferrad income tax assels and fabilties are offsat when there is a lagally enforceabla right to offset
current tax assets against currgnt tax fiabiitlas and the Group Imends to sattle its current tax assets
and liabilities on a net basis.

Dividends
Interim dividends are recorded when they are pald and the fina) dividends ars recorded whan they
becorme legalty payabia,

Earnings per share

The diutive effect of unvested cutstanding options is calculated based on the number that would vest
had the balance sheet date bieen the vasting date. This dilution is reflected in the computatien of dilutad
earnings per share.

Foreign currency .
Foreign currancy transactions arising fram normal trading activilties are recorded in functional
currency at the rate prevailing at the date of the transaction,

Monetary assets and hebilities denominated In forelgn currentigs at the vear end are translated at the
year end axchange rate. Where they form part of the net investment in foreign operations, the gain or
loss is charged directly te the foreign exchange reserve.

Forgign currency gains and losses are credited or charged to the income statement as they arise.

For overseas operations, results are transiated at the average rate of exchange and balance sheets ’
ara transiated at the closing rate of exchange. The average rate of exchange approximates to the rata
tn the date that the transactions cocurred. Exchange differences arising frem the translation of
foreign subsidiary reswts are taken to a separate component of equity. Such translztion differences
will be recognised as Income or expense in the period of disposal.

Financial Instruments
Finzncial assets and financial fiabities principally tclude the foliowing:

Trade receivables

Trade receivaties do not carry any Interest and are stated at amortised cost. Impairment provisions
are recognised when there is chjective evidenge that the Group will be unable to gollect all of the
amounts dus under the terms receivable.

Trade and cther liahilitles
Trade and other fiabifties are not Interest-bearing and are stated at their amortised ost.

Classification of financlal instruments .
Tha finangial agsets and labilites of the Group are classified into the following financial statement
caplions in accordance with [FRS9 financial Instruments:

Loans and receivable .

Measured at amortised cost, separately disclosed as cash and cash equivalents; current tax assats;
trade and other receivables (with the exclusion of prepayments); and loans to employzes within other
Rom-CurTent assets.

Financlal liabfitles at falr vatue through prefit or loss
Separately disclased as minority sharsholder put aption Eabilities.

Financlal liabilities measured at amortised cost
Separately disclosed as trads and other payables; current tax Uabilitles; other financial fiahifities;
deferred and contingent consideration; and other non-current fabilities,

Bank borrowings

Interest-bearing bank loans and overdrafts are inltlally recorded as the proceeds received, net of
direct issue casts. Direct issua costs are amortised over the pericd of the [oans and overdratts to
which they relats. Finance charges, including premiums payabla on settlement o redemption and
direct issu@ costs, are charged 1o the Income stalement using the effective interest method angf are
&dded 10 the carrying value of the instrument to the extent that they are not settled in the pericd in
which they arise.
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NOTES

Continued

34. Accounting policies continued
Plant and equipment
Tengible fisad assets are stated at historical cost less accumulated depreciation.

Depreciation is provided to write off the cost of ali fixed assets, less estimated residual vales, evenly
over their expected useful lives.

Depreclation is calculated at the fofiowing annual rates:
Leasshatd improvements — fower of useful Tifg and over the period of the lease

Furniture and fitdngs - 10% in 2qual instaiments .
Compiter pquipment ~ 33% In equal instalments .
Other equipmaent - — 25% in equal instalments:

Molar vehities ~ 35% In ecual instalmants

The need for a-y fixad assat |mpairment write dawn is assessed hy comparison of the carrying value
of the 8852t against the higher of Tuir value less cost to sell and the valve in use,

Cash and cash equivalents

Cash and cash equivalents inchuds, for the purposes of the bakance sheet and cash flow statement,
Cash at bank and in hand and dapasits with an original maturity of three manths or fass, net of iegally
offsettable overdraft, which are managed as part of cash balances.

Leased agsets
Leases are classified as finance leases whenever the terms of the lease transfer substantially afl the
risks and rewards of ownership to the lessee. All othar leases are classified as operating leases.

Assets held under finance lzase agreements are frested as if they had been purchassd outright. The
amount capitaiised is the present value of the minfmum lease payments payable aver the tarm of the
Jease. The corr leasing are shown as amounts payatie to the lessor. Lease
paymentis are apportioned between finance charges and reduction of the 18aze obfigation 5o as to
achieve a constant rate of interest on the remalning halance of the liablity.

Where operating 'ease agreements include a fixed uplift for rental payments, the expense is straight-
lined, except In cases where another systematic basis better cepresents the benefit 10 us. Reverss
premiums and similar incentives to enter into operating lease agreements are initially recorded as
deferred ingome and releazed to profit or loss on a straight-lina basis over the leasa term.
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Segmental raporting ’ .
Segmantal reporting reflacts how management contenls the business. Sales between business units

are on an arm's-ength basis. The assets and liabilities of the segments reflect the assets and Gabikties
of 1he underlying companies involved.

Our business Is run on an operating unit Basis. b aczordance with IFRSE paragraph 12, we hava
aggregated our operating units into regional segments.

Employee benefits — pensions
Contributions to parsonal pansion plans are charded 19 the income statement in the period ln which

- theyars due.

Employee benefits — cash shara based compensation

For cash settled share basad payments, 4 liabifty is recognised for the amaount payable at the balance
sheet date with a corresponding charge being made to the profit and loss accaunt. Where payments
depend gn future events, an assessment is made of the likeihood of these conditions beind metin
determining the amounts to be recorded. Where cesh settied share optioas are anly part of the way
through their vesting peciod, the liabity and profit and loss account charge are adjustad to reflect the
proporton of the vesting pariod that has been covered up to the halance sheet data.

Taxation
Current tax, Inciuding UK and forelgn tax, is provided for using the tax rates and laws that have been
substantively enacted at the balance sheet date.

Daferrad tax is provided in fill, using the ¥abllity method, on temporary diferences arising between the
tax bases of assets and kabilides and their carrying amounts in the conspidated financial statements.
However, daferred tax is not pravided for- temporary diffarences that arise: from initial recognition of an
asset or fabikty in  transaction othar than 2 business combination that at tha time of the transacton
affects neither accounting nor taxable profits or foss; and on the initlal recognition of goodwill
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GOMPANY BALANGE SHEET

. . 017 2016
At 31 Drecember Nota £000 Ano0
Non-current assets
Investments 38 101,814 91,225
Intanginle assets o 40
Qther non-current assets 37 2288 2,250
104,212 93515
Current assats
Trade and other recelvaties 38 73014 55,300
Cash at bank 1,683 28
75497 56,068
Current {lzbliitles
Trade and other payables 38 (24,488)  {(20,069)
Conti consideration (378) -
{24,874}  {29,068)
Net current assets 50,623 26,889
Total assets less current [abilities 154,835 120,504
Nopn-current Liabilitles
Contingent considaration (833) -
Qther financial lizbifitles 40 - {(27.872) {17.5171)
. (28,508)  {17,5T1)
Total net assets 128330 102927
Capital and reserves
Share cagitat 815 148
Shate premium - 32,005 24,099
Merger reserve 83,197 63,197
Treasury 7eserve [ {792)
Shara based payment reserve 17,531 3.8
Profit and 1055 ascount 13,488 6.783
Sharehelders’ funds 126,330 102,927
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These financial statements were approved and authorised for issue by the Board on 21 March 2018

and signed on s behalf by:

As permitted by Section 408 of the Companies Act 2006, the Company has not preseated iﬁ awn profit
and loss account. lncluded within the consolidzted income statamant for the year ended 31 December
2017 Is a profit 2fter t2x of £8,641k (2015; loss £6,439K).

Jamie Hewitt

Finance Director

MA&C Saatchl pic

Company Number 05114883

The rotes on pages 82 to BS form part of these financial statements.



STATEMENT OF CHANGES IN EQUITY

Share based
Treasury payment  Profit and loss

Sharecapital Sharepremium  Merger reserva reserve reserve account Total

£000 £000 2000 £000 000 £000 2000

At 31 Decernber 2015 T 17,338 63,197 (782) 1,125 5,5T5 87170

Share option charge - - - - 7.766 2l 7997

PR options exercised o4 6,761 - - - - 6783
Dividends pald - - ~ - - (6,458) 5,458}

Profit for the vear - - -~ - - §435 6435

AL 016 748 24038 3,197 (792) B,B891 5,783 102,927

Acquisitions 3 1488 - - - - 1,502
Acquisitions of minority imerest 5 1,587 -~ =, - - 1,592

Exercise of put options 55 481 -~ - - G 4816

Share option charge - - - - 13,100 an 13,501

Recharged share option charges - - - - {4,460) 4,480 -
Dividends paic - - - - - (6,748) (8,748)

Prafit for the year = - - - - 8,641 8641

At31 2017 B13 32,095 63,197 (192) 17,551 13,408 126,330

The notes on pages B2 to BS form part of these financial statements.
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NOTES :
Continued |

35. Accounting policies
The financial statements have been preparad under the historical cost convention in accordance with
the raduced disclosure framework of FRS101.

In adopting the recuced disclosure framework of FRS121, the Campany has mads the foliowing
exemptions from disthosure:

« the cash flow statement and related notes;

« disclosures in respect of transactions with wholly owned subsldiaries;

« disclosures in respect of capital management; and

« the effects of pew but not yet effective IFASs.

Acoounting policles applled
The follpwing pringipal acemunting policies have been appled:

a) Valation of investments -
lnvestmants held as fixed assets are stated at cost, fess any provision for impairment.

b} Panslons
Contributions to persenal pension plans are charged to the prafit and logs account in the pericd in
which thay are dua.

c) Group poficles (note 34 and note 4)
See Group policy for current tax, defarred tax, sharg based payments and borrowings,

d) Share based payments in Company

The cost of awards 10 employees of subsidiary undertakhgs nlassnﬂed ag conditional shares awards is
accoemted for as an additional ir inthe idiary. When such awards are
recharged to employing or acquiring entity the Im'astl'nantin the Company’s books Is reduced by the
value of eguity awarded,

g) Dividends
Intarim dividends are racorded when they are paid and the fina) dividends ara recorded when they
become legaky payable. -

fy Treasuryshares

When the Comiany reacquices its own equity instruments, those instruments (treasury shares)are
deducted from equity. No gain or Ioss is recognised in profit or l0ss on the purchase, sale, issue or
cancallation of the Company’s treasury shares. Such treasury shares may be acquired and held by
the Company ar by other members of the Group. Consideration pald or received |s recognised
directly in equity.
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36. Investments In subsidiary undertakings

097 2016
. . 2000 £000
At1 January . 81,225 83,459
Acquisition of a subsidiary® B85 -
Gonditional consideration®® 1,058 -
Conditiorsz) share awards recharge of brought forward bajance™" (4,480) -
Conditioral share awards™” 13,100 1,768
AL 31 December 101,914 91,225
= Acquisition of 50.1% of Levergy Markating Agency (Pty) Ld (note 58],
** Conditional Consideration for 34.07% of Levargy Marketing A mW)Lm{mmm
*** Conditional share awards (Minority lnterss‘lpmopﬁunxwmluvsr prowisions) (
2017 2018
2000 £000
Subsidlary investments 64,383 82,334
Londitional share awards 17,531 8,891
Total 01814 9,25

The direct and indirect subsidiary undertakings are Ssted in nate 3 to the consslidated financial
statements.

37. Other non-current assets

2017 2016
£000 £000

toans to subsidiary employees” 1,853 1815
Loan to assist eGuity purchase™ 435 435
Total - 2,288 2,240

This refated to the AUDZSm (currant batancs AUD3.2m) joans that tha Group lent local management of M&C
Sagichi Agancy Pry Ltd, in 2075, 1o enable them ta acquire 20% of that business, Tha fud recourse loanis
remahlszuﬂlfmummsmmmwmuabeurmlhma;mthamﬂummwﬂmmurm
o longer employed. The koan is unsecurad and charged interest at 0.1% above the five-year Australian imerhank
ratg at date ksan advanced. The casrving vahwe of the loan spproximated to fair vahe,

Loan to Sauth African Indigenous equity hotsers 10 ensble them to acquire Bquity T South African subsidlaries in
accordance with local kaws.



NOTES '

Continued

3B. Trade and'ather receivables

41. Directors’ remuneration

2017 2016 2017 2016
Amourts due less than ona ysar £000 S000 200 £000
Arnounts from subsidiary undertakings* 1403 54,334 Totat for ning Directors:
Prapayments and accrued Income 22 BS
Corporation tax debtor 2,067 1,048 Cirectors’ salaries and benefits 2,050 2,058
Other debtors 322 352 Bonuses” 125 200
Total trade de!jtnrs and other Fecel 13,814 55,600 Contriution to money purchase pension 15 16
Total remuneration before chargas 2,190 2274
an damand. Amaunts reoeivable from subsidiary undertakings inchide receivables relating to exercised -
mtoptbn&.u detalled innotes 4 and 27, maﬁmuphu:nmm-ufpulupmn:rrausmwmnhmmmmu Shara option charges 401 Pl
dﬂmp\nupﬁom meommaukrmlmmkswmmemmhmesm:mmm 5. 2,591 2,505
era tha anquir 10 or highee than 90% as 8 resull,
lmumts are mdllld to the Merger Hmm DN BXBrTise.
The asquired sharas are then iMimediately sold to nlh:ldiarin af the Company, thereby crealing an IMercompany 2017 2018
receivable and eminating the: Comnlny‘s increass ininvestm! 2000 2000
During the year, pot opﬂnnl‘n £28m were uemseu In refation 1o The Sourca {LAndon) Ltd, M&C Saatoll Highest paid Direct
PRUK1LLP and m-aesmanarhmmuml subsidiasies {note 27), These Rabilties are not recorded in the books of ighest paid Director:
the Compary aa these are treated as derfvalive instruments with a negfigible fair valie.
: Directors’ salarias and benefits an 422
39, Creditors falling due within oneyear Bonus - %
Contributlon to monay penslon schemes - 1
il;; g“l:’ Total remunaration before ing charges 421 473
Trade credtors , (182) (178 Share plion thargés ‘? 5::
Amounts due te subsidiaries” . {23,891} (28,490} 8
Acoruals and deferredincame (425) [405) During the year, no {2046 nil) M&C Saatchi plc shares were fssued to Executive Directors, in return for
: (24.488) {29,068) Directors' interest in M&Q Saatchi Woridwide L1d B ordinary shares.
* Repayablo on defand, The number of Diractors with a money purchase pansion schema was 5 (016: 5).
40. Creditors falling due after more than one year The Directors arg the key management personnel of the Company.
2017 X8
£000 £000
Bark kbans {27672 (12.577)
See note 26 for more details.
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Continved

42, Related parties

During the year, the Company charged a managemernt recharge to subsidiaries totaling £618%

(2016: 281Bk). 2325k {2016: £372%) was due in refation 10 this managamert racharga from subsidiaries
as at the balance sheet date. including these amounts the Company aiso provides shart term working
capital loans to nd borrows funds from certain subsidiaries, disclosed in notes 37, 38 and 38, The
amounts due from subsidiary imdertakings payabla in cash of £71,403k (2016: £54,334k] is net of

£6, 881k (2616: £5,B81k) provisions for dountfd accounts.

Further detalls of related parties of the Company are provided in note 33.

43, List of reglsterad addvesses

Country Entity Address

Australia M&G Saatchi Sport & Entertainment Pty Ltd 99 Macquarie Street, Sydney NSW 2000
Park Avenue PR Pty Ltd
Saatchi Ventures Pty Ltd
Tricky Jigsaw Pty Ltd
Ballwether Global Pty Ltd Level 12, 131 Macquarie Streel, Sydney
Brands in Space Pty Ltd NSW 2000
Lida Australia Pty Ltd
Bright Red Oranges Ply Lid Level B 131 Macquarie Streat, Sydney
Go Studios Pty Ltd Naw 2000
M&C Saatchi Direct Pty Lid
M&C Saatchi Agency Piy Ltd Unit 6 223-227 0'Sullivan Road, Beflevwe Hilk
Re Team Py itd NSW 2023
EMCSaatehi Pty Lid
M&C Saatehi Asia Pac Holdings Ply Ltd Level 12, 131 Lucouarel Street, Sydney

NSW 2000 ]
Bang Pty Lid Rnit 19, 285A Crown Street, Surry Hills
Clear Austratia Pty Ltd NSW 2010
M&C Saatchi Mefbourne Pty Ltd Level 1,457 St Kida Road, Melbourne
VIC 3004
Bahrain M&C Saatchi Bahrain WLL £1,122,1606,318 Ceanter
Braz} Uly Participacoes Ltda Avenida Brigadeiro Faria Lima, 1355 Jardim

Paulistang 16 Andar, Sal S0 Paulp
01452-819

&G Saatehi Brasil Comunisagdo Ltda
M&C Saatchi Brasil Participacoes Ltda
M+ Saatchi/Insight Pesquisa &
Planejamento Ltda

Rua Girassol, 526/927, 15t Floor, Vila
Madalena, 05433-002

Country Entity Registered Address
China MEC Saatchi Advertising (Shanghal) Ltd ghmg!?azln Guichang Road, Pudeng,
an
France FCING SAS 32 Rue Notre Dame des Victoires, 75302,
M&C Saatehi Gad SAS Paris -
M&C Saatehl Little Stories SAS
M&C Saatchi One SARL
Paris Gad Helding 5AS
Cometis 14 Rue Meslay, 75003, Paris
Tataprod
Germany M&C Saatchl Advertising GmbH Munzstrassa 21-23, 10118, Berlin
M&G Saatchi Sports & Entertainment GmbH
M&C Saatchi Sun GmbH
ME&C Saatchi PR Unternehmergeselischaft
HongKong  Clear Asia Ltd 29/F Cambridge House, Taikoo Placs 578
M&.C Saatchl (HK) Lid King's Road, Quarry Bay
M&C Saatchi Asia Ltd B/F Alexandra Houss, 18 Chater Road,
Central
India M&C Szatchi Commenications Pvi Ltd ﬂ’;hlgrm Mang, Vasant Vihar New Delhl,
February Communications Pyt Ltd 1418 Shahpur Jat New Defhi
Itzly M&C Saatchi SpA Viale Mante Nerq, 27 20135, Mlan
M&C Saatchi PR sri
Isragl M&C Saatehi Te! Aviv Lid 1 Abha Even, Bovievard, Herzlia 4672519
Japan M&C SaatehiLid _:Fs-’;‘ Ebisy-Nishi 1-Chome, Shibuya- Ku,
okyo
Malaysia M&C Szatchi (M) Sdn Bhd Liait 10-2, 10th Floor, Bangunan Malaysia AE,
Design Factory Sdn Bhd 11 Jalan Dungun, Damansara Heights, 50480
inteligense Factory Sdn 8hd Kuzla Lumpur
Netherlands MA&C Saatohl International Holdings BY 36 Golden Square, London W1F SEE, UK
Clear Netherlands BV Kolzersgracht 203 Amsterdam
Pakistan m.c Saatch) World Services Pakistan (Pvt) 48M, Blosk 6 P.EC.H.5, Karachi
Singapare  Clear Ideas {Singapore) Pre iLtd

M&C Saatahi Mobils Asia Pacific Pte Ltd
M&C Saatchi {S)Ple Lid

21 Metia Cirele #05-09/10, tafinte Studios,
138562

M&C Saatchi Holdings Asia Pie Lid

B0 Robi Road, #0200, 058398

Santa Clara Participacoes Lida

Rua Wisard, 208, Vila Madalana,
3 Andar-Con, 530 Paclo
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43, List of registered addressaes continuer Courtry Entity Aegistered Address
usa Clear USALLC 80 Pine Straet, 30th Floor, New York,
Dountry  Enthy L] Address Clear NY LLP N 10005
South Africa  Greativi Spark Interactive {Piy} Ltd s ;153 EAnn Crescant, Sandton, Johannesburg, M&C Saatehi PRILP
MA&C Saatchi Sports & Entertainment South "
Africa Pry Ltd e ﬁ%ﬂ Saatehi Sports & Entertainment NY
Dakmation Cemmunicatians (Pty) Ltd Media Quarter. 5th Floor, Corner Somerset Shepardson $tern + Kaminsky LEP
M&L Saatcht Abel Pty Ltd and De Smit Strewy, Ded, Waterkani, Caps M&C Saatchi Agency thc.
M&E Saatcht Africa (Pty) L1d Tawn M&L Saatchi NY LLP :
M&C Saatohi Connget (Py) Lid LIDANY LLF 138 W 26th Streat, New York, NY 10001
Spain MA&C Saatchi Madrid SAL Galle Gran Via, 27, 28013, Madrid WEC Saatchl LA G- 2037 Broadway, Santa Monlca, GA 90404
M:fa SQ““LDWS;;‘SA World Serviges US Inc.
M y Design Spain r
MA&D Saatchi Sponsarship SL M&C Saatch Mobile LLP gaysfmamm] R 1y, 6th Floor, New York,
Sweden M&E Saatchi AB Skeppsbron 16, 11130, Stockhoim
M&C Saatehi Gol AB
M&L Saztchl PR AB
Switzeriand  M&C Saatchi (Switzerfand) SA Boulevard Carl-vogt 83, 1205, Geneve
Thailand Love Frankle Lt 571 RSU Tower, 10th Flaor, Soi Sukhumit
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INDEPENDENT AUDITOR’S REPORT

To the members of M&C Saatchi ple

1. Dur opinion is unmoedified

We have audited the financial statements of M&C Saatchi pls for the year ended 31 Decernber 2017

which comprise the consclidated income statement, the consolidated statemant of ather

comprehensive income, consolidated balance sheet, consolidated statement of changes in equity,
the consolidated cash flow statement, the parent company balance sheet, the parent company
statement changes in equity and the related notes. In our opinion:

» the financial statements give a true and fair view of the state of the Group's and of the parent
Company's affairs as at 31 December 2017 and of the Group’s profit for the year then ended;

» the group financial statements have beenr properly prepared in accordance with International
Financial Reporting Standards as adopted by the Eurepean Union;

» the parent Company financial staterents have heen properly prepared in accordance with United
Kingdom Generally Accepted Accounting Practice, including FR3101 “Reduced Disclosure
Framework”; and

« the financial statements have been prepared in accordance with the requirements of the
Companies Act 2006.

Basls for apinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs {UK)")
and applicable law. Our responsibilities are described below. We have fulfilied our ethical
responsibilities under, and are independent of the Group in accordance with, UK ethical
requirements including the FRC Ethical Standard as applied to listed entities. We beligve that the
audit evidence we have cbtained is a sufficient and appropriate basis for our opinion.

Overview .

Materiafity: group financial £0.9m (2016; £1.2m)
statements as a wholg 4.9% of Normalised profit before tax (2036: 0.5% of group revenue)
Coverage 84% (2016: 80%) of group revenue;

73% (2016: 64%) profit before tax

Risks af matepiai misstatement

Recurring risks Timing and accuracy of revenye “
recogrition

Valuation of goodwill Lxd

©

Parent company fisks Recoverablity of parent company’s
X investment in subsidiarias
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INDEPENDENT AUDITOR’S REPORT

Continued

2, Key audft matters: our assessment of risks of materiai misstatement

Key audit matters are those matters that, in our professional judgment, were of most significance in
the audit of the financial staterments and include the most significant assessed risks of material
misstatement {(whether or not due to fraud) identified by us, including these which had the greatest
sifect on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts
of the engagement team. These matters 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 arriving at our audit opinior above, the key audit matters, in decreasing
order of audit significance, were as follows (unchanged from 2016):

Timing and accuracy of revenue recognition
(£251.5m million; 2016: £225.4m)

Refer to page 19-20 (Audit Committee Report), page 48 (aceounting policy) and paga 41
(financlal disclosures).
The risk

The specific nature of the risk of material misstatement in revenug recognition varies acrogs the Group's
operating'segmerits. : .

Data capture and processing:

Rebates are earned from suppliers based on the tevel of spend and contractual terms with the media cwner.
Assessing the timing of recognition and accuracy of rebate income earned is an area of camplexity and
judgement is required in determining the value of media rebates recognised.

Assessing the accuracy of rebate Income is also an area of complexity with regards to whether such ingome
parned is required 1o be shared with the custamer and on what basis to cakulate such passback.

201772018 sales:
When assessing revenue recognition for individual projects judgy isrequired in estimating the percentage of
[ ion. Given the ity in estimation and judgement involved, timing of recogaition and accuracy of

praject reverue is considered to be a key audit risk.
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INDEPENDENT AUDITOR’S HEPBBT |

Continued

2. Key audit matters: our assessment of risks of material misstatement continued
Our response

Qur progedures inc!ut_!ed:

Accotnting for Medla Income:

« Tests of detail: On a sample basis we assessed the directors’ interpretation of contractual terms with
media owners and clients to determine whether the amount of rebate income recagnised during the year
wa3s appropriate. . :

» For a sample of rebate income recognised during the year we obtained evidence of invoices, payments and
contracts to determine whether such income was recognised at the appropriate time, in fine with the
contractual terms agreed with the media owner and applicable actounting standards.

« We also performed substantive sampling of the year end rebate income balance, agreeing accrued balances
to supplier confirmations received post year end. Where sugh confirmations were not received by the client,
we vetified the calculation of the acerued balznce by agreeing supplier expenciture to purchase Invoices
and verifying contractual terms.

Project ravenuae:

» Tests of detall: We evaluated the revenue recognition policy of the Group and on a sample basis we
assessed ‘whether the ralated revenue had heen recognised in conformity with Group's pokicy and applicable
accounting standards. .

* For a sample of revenue recognised near the year end, sampled frém both revenue and amounts acerued
or deferred at period end, we assessed whether the transactions were recegnised in the correct
accounting period by verifying the transactions to supporting documentation such as: underlying contrasts
or customer purchase orders ar agreed project estimates and, in certain instarces, cerroborating amounts
recognised with project managers,

» We performed Inspection of work in progress releases during the period and analysed the ageing of
balances recorded within work in progress at period end.




INDEPENDENT AUDITOR’S REPORT

Continued :

2. Key audit matters: our assegsment of risks of materlal misstatement continued
Regoverabifity of goodwill in LIS components
(£10.6 million; 2016: £16.6m)

Refer ta page 18-20 (Audit Committes Repart), page 48 (accounting pollcy) and page 57-58
{financlal disclosures).

The risk

Forecast based valuation

Market conditions remain challenging and performance has varied compared to the directors’ expactation,
particulariy in the S5+K buslness that was acquired in 2016.

Determining whether tha carrying value of goodwil is recoverable requires the directors to make significant
estimates Goncerning the future cash flows, which are inherently uncertain due to the lack of contractually
committed revenuas, associated disgount rates and growth rates based on their view of future business
prospects. Given the relative sensitivity to certain inputs to the impairment madels, the valuation of goodwill is
considered a key audit risk,

Our response

Qur progedures included:

“A g for ct ged the assumptions included in the impairment madels for goodwill, including
operating cash fiow projections and long teren growth rates. We assessed the historical accuracy of
management forecasts by comparing past forecasts to actual results achieved.,

« Our sector experience: With the assistance of our valuation specialists we formed an independent
assessment of the discount rates used and assessed the methodology used in preparing the impairment
testing model including verification of the mathematical accuracy of the impairment mode!.

« Sensitivity analysis: Performed sensitivity analysis aver changes in the key assumptions.

= Assessing transparency: Consldered the adequacy of the Group's disclosures in respect of its goodwill
impairment testing and whether disctosures about the sensitivity of the outcome of the impairment

assessment t0 reasonably possibie changes in key assumptions properly reflectad the risks inherent in such
assumption.
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INDEPENDENT AUDITOR’S REPORT

Continued-

2 Key audit matters: our assessment of risks of material misstatement gontinued
Recoverahility of parent company’s Investment In subsidlarles
(£101.9 million; 2018: £81.2m)

Refer to page B2 (accounting pollcy) .and page 83 (financial disclosures).
The risk

Low risk, high value

The carrying amount of the parent company’s Investments in subsidiaries represents 57% (2016: 61%) of the
company's total assets. Their recaverability is not at a high risk of significant misstatement or subject to
significant judgement. However, due fo their materiality in the context of the parent company financial
statements, this is considéred to be the area that had the greatest gffect on qur gverall parent company audit,
Our response

Our procedures included:

* Taests of detalk We compared the carrying amount of a sample of the highest value investments,
representing 97% (2016: 99%) of the total investment balance, with the relevant subsidiaries" draft balance
sheet toidentify whether their net assets, being an approximation of their minimum recoverable amount,
were in excess of their carrying amount and assessing whether those subsidiaries have historically been
profit-making. . i

« Assessing subsidiary audits: Assessed the work performed by the subsidiary audit team on thet sample
of those subsidiaries and considering the results of that work, on those subsidiaries’ profits and net assats.
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INDEPENDENT AUDITOR'S REPORT

Continued

3. Dur application of materiality and an overview of the scope of pur avdit

Materiality for the group financial statements as a whole was set at £0.9m (2016: £1.2m represented
by 0.5% of group revenue), determined with reference to 2 benchmark of normalised profit before
tax normalised to exclude this yaar's impairment of goodwill, fair value movements on put optien
liabilities and specific share based payment charges that have been accelerated this year as
disclosed in notes 17, 27 and 30, raspectively of £21.6m (of which it represents 4,2%). Revenue
benchmark was applisd in previgus years due to historieal volatility in the Group’s profit befors tax
due to integration of acquisitions, one-off transactions and restructuring costs.

Materiality for the parent company financial statements as a whole was set at £0.9m (2016: £1.2m),
by reference 1o component materiality. This is lower than the materiality we would otherwise have
determined by reference to total assets, and represents 0.5% ofthe_ Company's totaf assets (2016: 1%).

We report to the Audit Committee any corracted or uncorrected identified misstatements
exoeeding £46,000 (2016: £60,000), in addition o other identified misstatements that warranted
reporting on qualitative grounds.

Of the Group's 77 {2018: 70) reparting components, we subjected 15 (2016: 14) to full scope audits
for group purpases and 2 {2016: None) to specified risk-facused audit procedures. The latter were
not indivicually financially significant enough to require & full scape audit for group reperting
nurposes, but were included in the scope of our group audit work in order to provide further
coverage over the identified risks and the Group's results.

The components within the scope of our wark accounted for the percentages iflustrated on the
next page,

The remaining 16% (2016; 20%) of total group revenue, 27% (2016: 36%) of group profit before tax
and 18% (2016: 20%) of total group assets is represanted by 60 (2016: B6) reporting components,
none of which individually represented mare than 4% (2016; 4%) of any of total groug revenue, group
profit before tax or total group assets. For these residual components, we performed analysis at an
aggregated group level ta re-examine our assessment that there were no significant risks of
material misstatement within thase.

The Group team instructed component auditors as to the significant areas to be covered, including
the relevant risks detailed above and the information to be reported back. The Group team
approved the component materialities, which ranged from £0.1m to £0.7m (2018: £0.1m to £0.8m},
having regard to the mix of size and risk profile of the Group across the companents. The work on
15 of the 17 (2016: 13 of the 14} components was performed by component auditors and the rest,
including the audit of the parent company, was performed by the Groun team. The group team
performed procedures on the items excluded from normalised greup profit before tax.

Benchmark reconciliation £'m
Group profit befars tax 83
Fair value movements on put option liabilities  (3)
Impairment of goodwill 6.2
Specific share based payment charges 104
Benchmark 218
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INDEPENDENT AUDITOR’S REPORT

Continueg - -
3. Qur appligation of materiality and an cverview of the scope of cur audit gontinued

Profit berichmark - Group Materiafity
£21.8m (2016; £295.4m revenue)} £0.9m (2016: £1.2m)

£0.9mWliclz financlal statements
maleriality (905: £1.9m}

£0.7m Range of materfality at
15 components {£0.1m-207m)
(2018: £04m-B0.8m}

.'ﬂﬁ.mﬂ Misstatemants reported to.the
audit eommittea {2016: £60,000)

= Audits fot grou reporting purposss
o Specified risk-focused audt procederes
= Residual components
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INDEPENDENT AUDITOR'S REPORT

Continugd

3. Qur application of materiality and an overview of the scope of cur audit continued

How we work closely with component auditors

The Group team visited 2 (2018: 1) component Jogations in LIS, Australia (2016: LIS) to assess the
audit risk and strategy. Video and telephoneg conference meetings were also held with these
component auditors and the majority of the others that were not physically visited. At these visits
and meetings, the findings reported to the Group team were discussed in more detail, and any
further work required by the Group team was then performed by the component auditor.

4. We have nothing to report on going concern

We are required to report to you if we have concluded that the use of the going concern basis of
accounting is inappropriate or there is an undisclosed material uncertainty that may cast significant
doubt over the use of that basis for a period of at least twelve months from the date of approval of
the financial statements. We have nothing to repart in these respacts.

5. We have nothing to report on the other information in the Annual Report

The directors are responsibls for the other information presented in the Annual Report together
with the finangial statements. Our opinion ¢n the finangial statements does not cover the other
information and, accordingly, we do not express an audit opinion or, except as explicitly stated
below, any form of assurance conclusion thereon.

Our responsibility is to read the other infarmation and, in doing so, consider whether, based on our
financial statements audit work, the information therein is materially misstated or inconsistent with
the financial statements or cur audit knowledge. Based solely on that work we have not identified
material misstatements in the other information.

Strategic report and directors’ report

Based solely on our work on the other information.

« we have not identified material misstatements in the strafagic report and the directors’ report;

» i our ppinion'the information given in those reports for the financial year is consistent with the
financial statements; and

« in our opinion those reports have been prepared in accordance with the Companies Act 2006.
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INDEPENDENT AUDITOR’S REPORT ’

Continued

8. We have nothing to report on the other matters on which we are required to report

hy exception

Under the Companias Act 2006, we are required to report to you if, in our opinion:

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

« the parent Company financial statements are not in agreement with the accounting records and
returns; or .

= certain disclosures of directors’ remuneration specified by law are not made; or

= we have not received all the information and explanations we require for our audit.

We have nothing to report in these respacts.

7. Respective responsibilities

Directors’ responsihiiities

As explained more fully in their statement set out on pages 23 to 24, the directors are responsitie
for: the preparation of the financial statements including being satisfied that they give a true and

fair view; such internal controt as they determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error; assessing

the Group and parent Company’s ability to contirue as a going concern, disclosing, as applicable,
matters related to going concern; and using the going concern basis of accounting unless they either
intend to liquidate the Group or the parent Company or t0 cease operaticns, o have no realistic
alternative but to do so.

Auditor's responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue our
opinion in an auditor's report. Reasonable assurance is a high level of assurance, but does not
guarantee that an audit conducted in accordance with 1SAs (UK) will always detect a material
misstatement when it exists. Misstaternents can arise from fraud or error and are considered
material if, individually cr in aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements.

A fuller descripticn of our responsibilities is provided on the FRG’s website at
www.frcprg.uk{auditorsrespcnsibilities.
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Continued

2. The purpose of our audit work and to whom we owe our responsibilities

~ This report is made solely to the Cormpany's members, as a body, in accordance with Chapter
of Part 16 of the Companies Act 2006, Our audit work has been undertaken so that we might state
1o the Company's members those matters we are required to state to them In an auditor’s report
and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and the Gompany’s members, as a body, for
our audit work, for this repost, or for the opinions we have formed. ’

. —_—
John Bennett
{Senior Statutory Auditor) (JL. <{.___-€7
for and on behalf of KPMG LLP, Statutory Auditor - }
Chartered Accountants

15 Canada Squaré

London E14 BGL

United Kingdom

21 March 2018
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ADDITIONAL INFORMATION
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78 Cannon Street

Londan EC4N BAF
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15 Canada Square
Canary Whar!
London E14 56L
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Bankers

National Westminster Bank Pic
1 Princes Street -
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www.natwest.com
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