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United London Communications Limited

Directors’ report (continued)

The directors present therr annual report and the audited financial statements for the year ended
31 December 2006

Principal Activity

The principal activity of the company 1s the provision of services as a marketing
communications company, however, due to intense market competition the company ceased
trading 1n 2007

Principal risks and uncertainties

The company competes for clients in a huighly competitive industry which may reduce market
share and decrease profits and 1s dependent on 1ts employees

Results and dividends

The profit and loss account 15 set out on page 7 and shows a loss on ordinary activities after
taxation for the year of £2,502,008 (2005 loss on ordinary activities — £589,313)

No dividends were paid to shareholders during the year (2005 — £mil)

Review and future developments

The directors consider the results for the year to be a fair reflection of the company’s services i
the field of marketing commumcations The directors consider that the underlying business 1s
no longer sustainable 1n the current competitive market and in April 2007 decided to close the
business and cease trading

Financial risk management

The most important components of financial nisk are interest rate nisk, currency nisk, liqudity,
cash flow nisk and price nsk Due 10 the nature of the company’s business and the assets and
liabilities contained within the company’s balance sheet the only financial risks the directors
consider relevant to this company are credit risk and hquidity nsk  These risks are mitigated by
the credit control procedures in place and the fact that the company participates in group
banking arrangements with 1ts parent, WPP Group plc, and has access to a group cash
management facility

Political and charitable donations

No political donations were made dunng the year (2005 £ml) No charnitable donations were
made during the year {2005 £mil)

Change of name

HHCL United Limited changed 1ts name to United London Commumnications Limited on
15 February 2006

Changes in ownership

On 16 February 2006 WPP Group (UK) Limited nstructed United London Communications
Limited to 1ssue new shares and awarded 24% of the new issued share capital to J M Kelly and
R P Campbell, who were appomted directors on 6 February 2006




United London Communications Limited

Directors’ report (continued)

Post balance sheet event

The directors have decided that due to the intense competitive environment and a reduced chent
base, the company will cease trading in 2007 and 1s not a going concern

Directors

The current directors of the company are shown on page |
Auditors
Each of the directors at the date of approval of this report confirms that

(1) so far as the directors are aware, there 18 no relevant audit information of which the
company’s auditors are unaware, and

(2) the directors have taken all the steps that ought to have been taken as a director to make
themselves aware of any relevant audit information and to establish that the company’s
auditors are aware of that information

A resoluuon to re-appomt Deloite & Touche LLP as the company’s auditors will be proposed
at the forthcoming Annual General Meeting

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

L)yl

L Mellman
Director

2007




United London Communications Limited

Statement of directors’ responsibilities

The directors are responsible for preparing the Annual Report and the financial statements 1n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under
that law the directors have elected to prepare the financial statements 1n accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and
applicable law) The financial statements are required by law to give a true and fair view of the state
of affairs of the company and of the profit or loss of the company for that period In prepanng these
financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,

make judgments and estimates that are reasonable and prudent,

state whether apphcable UK Accounting Standards have been followed, and

prepare the financial statements on the going concern basis unless 1t 1s inappropnate to
presume that the company will continue 1n business

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that the
financial statements comply with the Companies Act 1985 They are also responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregulanties




Independent auditors’ report to the members of
United London Communications Limited

We have audited the financial statements of Umted London Communications Limited for the
year ended 31 December 2006 which comprnise the profit and loss account, the balance sheet,
reconcihiation of movement 1n shareholders’ deficut, cash flow statement, reconciliation of net
cash flow to movement 1n net funds and the related notes 1 to 17 These financial statements
have been prepared under the accounting policies set out theremn

Ths report 18 made solely to the company’s members, as a body, 1 accordance with section 235
of the Compames Act 1985 OQur audit work has been undertaken so that we might state to the
company’s members those matters we are required to state to them 1n an auditors’ report and for
no other purpose To the fullest extent permatted by law, we do not accept or assume
responsibility to anyone other than the company and the company’s members as a body, for our
audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financial statements in accordance with
applicable law and Umited Kingdom Accounting Standards (Umted Kingdom Generally
Accepted Accounting Practice) are set out in the Statement of Directors' Responsibilities

Our responsihlity 1s te audit the financial statements 1n accordance with relevant legal and
regulatory requirements and Intermational Standards on Auditing (UK and Ireland)

We report to you our opinuion as to whether the financial statements give a true and fair view and
are properly prepared 1n accordance with the Companies Act 1985 We also report to you
whether 1n gur opimon the information given i the Directors’ Report 1s consistent with the
financial statements

In addition we report to you 1f, 1n our opuion, the company has not kept proper accounting
records, 1f we have not recerved all the information and explanations we require for our audit, or
if information specified by law regarding directors' remuneration and other transactions 1s not
disclosed

We read the Directors' Report and consider the implications for our report 1f we become aware
of any apparent misstatements within 1t

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and
Ireland) 1ssued by the Audiuing Practices Board An audit includes examination, on a test basts,
of evidence relevant to the amounts and disclosures 1n the financial statements It also includes
an assessment of the significant estimates and judgments made by the directors in the
preparauion of the financial statements, and of whether the accounting polhicies are appropnate to
the company's circumstances, consistently apphied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which
we considered necessary 1n order to provide us with sufficient evidence to give reasonable
assurance that the financial statements are free from matenal misstatement, whether caused by
fraud or other wregulanty or error In forming our opinion we alsc evaluated the overall
adequacy of the presentation of information in the financial statements




Independent auditors’ report to the members of
United London Communications Limited (continued)

Opinion
In our opinicn

¢ the financial statements give a true and fair view, 1n accordance with United Kingdom
Generally Accepted Accounting Practice, of the state of the company's affaurs as at
31 December 2006 and of 1ts loss for the vear then ended,

* the financial statements have been properly prepared in accordance with the
Companies Act 1985, and

e the directors’ report 1s consistent with the financial statements

Emphasis of matter — Financial statements prepared on a basis other than that of a going
concern

In forming our opmion on the financial statements, which 1s not qualified, we have
considered the adequacy of the disclosure made 1n note 1 to the financial statements,
which explamns that the financial statements have been prepared on a basis other than that
of a gomg concern

OLtewte € Toolka P

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
London

D5 OULY 2007




United London Communications Limited

Profit and loss account
Year ended 31 December 2006

Notes 2006 2005

£ £

Turnover 1,2 10,979,829 16,392,827
Cost of sales (6,289,657) (8,101,090}

Gross profit 4,690,172 8,291,737
Admmstrative expenses (7,074,191) (8,906,976)
Operating loss 3 (2,384,019) (615,239

Interest receivable 5 45,072 32,506
Loss on ordinary activities before taxation (2,338,947) (582,733
Tax charge on loss on ordinary activities 6 (163,061) (6,580)
Loss for the financial year retained (2,502,008) (589,313)

There were no recogmsed gaimns or losses, except as disclosed i the profit and loss account, for the current or
preceding year Accordingly no separate statement of total recogmsed gains and losses has been prepared

Turnover and operating losses relate to continuing operations




United London Communications Limited

Reconciliation of movements in shareholders’ (deficit)/funds
Year ended 31 December 2006

Note
L.oss for the financial year
Net decrease in shareholders’ funds
Opening shareholders’ (deficit) / funds
Ordinary shares issued 11

Closing shareholders’ deficit

2006 2005

£ £
(2,502,008)  (589,313)
(2,502,008)  (589,313)
(123,449) 465,864
16,049 .
(2,609.408)  (123,449)




United London Communications Limited

Balance sheet
31 December 2006

Fixed assets
Intangible assets
Tangible assets

Current assets
Work-1n-progress
Debtors

Cash at bank and in hand

Creditors: amounts falling due
within one year

Net current liabilities

Net liabilities

Capital and reserves

Called up share capital

Share premium account

Profit and loss account

Shareholders' deficit

Notes

10

11
12
12

2006 2005

£ £

. 20,603

39,256 85,622
39,256 106,225
593,406 287,064
1,130,171 3,194,636
309,159 1,963,344
2,032,736 5,445,044
(4,681,400) (5,674,718)
(2,648,664)  (229,674)
(2,609,408)  (123,449)
66,872 50,823
4,165 4,165
(2,680,445)  (178,437)
(2,609,408)  (123,449)

These financial statements were approved by the Board of Directors on {7 Od-obu 2007

Signed on behalf of the Board of Directors

L LN

L Mellman

Director




United London Communications Limited

Cash flow statement
Year ended 31 December 2006

2006 2005
Note £ £
Net cash outflow from operating activities 13 (1,720,641) (694,133)
Returns on investments and servicing of
finance
Interest received 45,072 32,506
Taxation
Tax receipts 9,663 (266,108)
Capital expenditure
Payments to acquire tangible fixed assets (32,293) (62,882)
Payments received on disposals 27,965 -
Equity dividends paid - -
Net cash outflow before financing (1,670,234) {990,617)
Financing
Issue of ordinary share capatal 16,049 -
Decrease in cash 1n the period (1,654,185) (990,617)
Reconciliation of net cash flow to movement in net funds
for the period ended 31 December 2006
2006 2085
£ £
Decrease 1n cash in the period (1,654,185) (990,617)
Movement 1t net funds in the peniod (1,654,185 (990,617)
Net funds at beginmng of pertod 1,963,344 2,953,961
Net funds at end of period 309,159 1,963,344

10




United London Communications Limited

Notes to the accounts
Year ended 31 December 2006

1. Accounting policies

The financial statements are prepared 1n accordance with apphcable United Kingdom accounting standards and
law The particular accounting policies adopted are descnibed below These have all been appled consistently
throughout the year and the preceding year

Accounting convention
The financial statements are prepared under the historical cost convention
Basis of preparation

As explained in note 17, the company 1ntends to cease trading i 2007 As required by FRS 18 Accounting
Policies, the directors have prepared the financial statements on the basis that the company 1s no longer a gomng
concern No matenal adjustments arose as a result of ceasing to apply the going concern concept

Turnover

Turnover represents the total of amounts invoiced to chenis, exclusive of value added tax, in respect of fees,
commussion, advertising production costs and rechargeable expenses

Commussion income and fees are recognised at the ime that they are billable under the contract with the chent
Cost of sales

Cost of sales represents direct advertising production costs

Depreciation

Depreciation 1s provided to write off the cost, less estimated residual values, of all fixed assets over their
expected useful lives [t 15 calculated on a straight line basis over the following number of years

Short leasehold - over five years
Fixtures - over three years
Furmmre - over three years
Equipment - over three years
Software - over three years
Taxation

Current tax 1s provided at amounts expected to be paid (or recovered) using the tax rates and laws that have
been enacted or substantively enacted by the balance sheet date

Deferred tax 15 provided m full on uming differences that result in an obligation at the balance sheet date to pay
more tax, or a right to pay less tax, at a future date, at rates expected to apply when they crystallise based on
current tax rates and law Timing differences arise from the inclusion of items of :ncome and expenditure 1n
taxation computations i periods different from those in which they are included in the financial statements
Deferred tax assets are recogmsed to the extent that 1t 15 recogrused as more hkely than not that they will be
recovered Deferred tax assets and habilities are not discounted

Valuation of investments
Investments held as fixed assets are stated at cost less any provision for an impairment 1n value
Pension costs

The pension cost 18 the amount of contributions payable by the company to the personal pension schemes of
certain employees durmg the accounting period

11




United London Communications Limited

Notes to the accounts
Year ended 31 December 2006

1. Accounting pelicies (continued)
Leased assets

Rental costs under operating leases are charged to the profit and loss account  equal annual amounts over the

periods of the leases

2 Turnover

The turnover 1s attributable to the principal activity of the company and 18 analysed by geographical market as

follows

Umited Kingdom
Russia

Belgium

USA

Italy

Germany
Ireland

France

3 Operating loss

Operating loss 1s stated after charging
Depreciation on owned assets

Auditors’ remuneration - audit services
Redundancies

Other operating lease rentals

2006 2005

£ £
10,735,455 15,369,815
204,528 838,706
3,420 113,414
24,900 31,083
11,526 23,681

- 15,000

- 765

- 363
10,979,829 16,392,827
2006 2005

£ £

71,297 186,022
14,500 11,000
479,779 102,594
353,778 351,825

12




United London Communications Limited

Notes to the accounts
Year ended 31 December 2006

4. Information regarding directors and employees

Directors® remuneration:

Aggregate directors” emoluments
Pension contnbutions n respect of money purchase schemes

Emoluments paid to the highest paid director:
Remuneration
Pension contributions

2006 2005

£ £
362,608 433,108
- 66,391
362,068 499,499
181,304 283,490
- 53,756
181,304 337,246

The number of directors included m the money purchase penston scheme during 2006 was ml (2005 — two)

The above amounts do not include any gains made on the exercise of share options The number of directors
who exercised share options n the period was one (2005 — one) There were no long-term mcentive schemes

Particulars of amounts paid to employees (including executive
directors) are as shown below

Wages and salaries
Social secunity costs
Pension costs

The average monthly number of employees, including directors, during the year was 46 (2005 - 75)

s. Interest receivable

Interest receivable

2006 2005

£ £
2,413,767 3,650,737
680,942 551,314
263,425 315,459
3,358,134 4,517,510
2006 2005

£ £

45,072 32,506

13




United London Communications Limited

Notes to the accounts
Year ended 31 December 2006

6. Tax charge on loss on ordinary activities

Analysis of tax charge on ordinary activihes

UK corporation tax at 30% (2005 — 30%)
Adjustment 1n respect of prior years
Current tax credit

Group rehief

Deferred tax
Depreciation 1n excess of capital allowances
Tuming differences
Disallowable expenses
Adjustments to the estunated recoverable amounts of
deferred tax assets arising in previous perioeds
Adjustment 1n respect of prior years

Current tax charge for the year

Factors affecting tax charge-

Standard tax rate for penod as a percentage of profits
Effects of

Expenses not deductible for tax purposes
Depreciation n excess of capital allowances
Movement 1n short term timing differences
Adjustment 1n prior years

Group relief

Current tax rate for period as a percentage of profits

2006 2005
£ £
(701,684) (164,807
- (95)
(701,684)  (164,902)
714,946 -
(17,143} -
(1,879) 3,245
5,760 -
8,221 168,839
154,840 (602)
163,061 6,580
2006 2005
% %
300 300
- (82)
- 59
; 06
07 -
(30 6) -
01 283

14




United London Communications Limited

Notes to the accounts
Year ended 31 December 2006

7 Intangible fixed assets
Computer
software Total
£ £
Cost
At 1 January 2006 87,940 $7,940
Transfer to fixed assets (87,940) (87,940)
At 31 December 2006 - -
Depreciation
At 1 January 2006 67,337 67,337
Transfer to fixed asset (67,337) (67,337)
At 31 December 2006 - -
Net book value
At 31 December 2006 - -
At 31 December 2005 20,603 20,603
8 Tangible fixed assets
Short Computer
Leasehold software Fixtures  Furniture Equpment Total
£ £ £ £ £ £
Cost
At | January 2006 105,275 - 776,259 269,919 1,724,371 2,875,824
Additions 2,370 - 16,550 - 13,373 32,293
Disposals (2,370) - (28,744) (3,530) - (34,644)
Transfer - 87,940 - - - 87,940
At 31 December 2006 105,275 87,940 764,065 266,389 1,737,744 2,961,413
Depreciation
At | January 2006 105,275 - 764,733 265,727 1,654,467 2,790,202
Transfer 67,337 67,337
Charge for the year 524 20,305 4510 1,386 44 572 71,297
Disposals (524) - (5,178) 977) - (6,679)
At 31 December 2006 105,275 87,642 764,065 266,136 1,699,039 2,922,157
Net book value
At 31 December 2006 - 208 - 253 38,705 39,256
At 31 December 2005 - - 11,526 4,192 69,904 85,622

15




United London Communications Limited

Notes to the accounts
Year ended 31 December 2006

9, Debtors

Trade debtors

Amounts owed by group compames
Other debtors

Corporation tax

Prepayments and accrued mcome
Deferred tax asset

An analysis of the deferred tax asset 1s given below

Deferred tax asset movement

At 1 January 2006
Charge to the profit and loss account

Analysis of deferred tax asset

Short-term timing differences

2006 2005

£ £
360,739 1,804,038
156,283 125,900
131,523 190,590
30,375 194,877
451,251 871,010
. 8,221
1,130,171 3,194,636
2006 2005

£ £

8,221 179,703
(8,221)  (171,482)

. 8,221

2006 2005

£ £

- 8,221

- 8,221

Deferred tax assets of £103,819 mn respect of timing differences and £6,342 n respect of short-term timing
differences have not been recogmsed due to nsufficient evidence that the assets will be recovered The assets

would be recovered if suitable profits arose 1n future penods




United London Communications Limited

Notes to the accounts
Year ended 31 December 2006

10.  Creditors: amounts falling due within one year

Trade creditors

Amounts owed to group companics
Creditors for taxation and social secunty
Other creditors

Accruals and deferred mcome

11,  Called up share capital

Authorised, allotted, called up and fully paid
Balance at 1 January 2006
Ordinary shares 1ssued

Balance at 31 December 2006

2006 2005
£ £
748,366 1,194,743
394462 918,365
88,577 379,524
36,019 84,051
3,413,976 3,098,035
4,681,400 5,674,718

2006 2005

£ £

50,823 50,823

16,049 ;

66,872 50,823

On 6 February 2006, the authorised and 1ssued share capital of the Company was increased by 1,604,936

ordinary shares of 1p each The authonised share capital 1s now £66,872

12. Reserves

At 1 January 2006
Loss for the year

At 31 December 2006

Profit

Share and loss
premium account Total
£ £ £
4,165 (178,437) (174,272)
- (2,502,008) (2,502,008)
4,165 (2,680,445) (2,676,280)

17




United London Communications Limited

Notes to the accounts
Year ended 31 December 2006

13. Cash flow statement

()

(u)

(un)

Reconciliation of operating profit to net cash inflow from operating activities

Operating loss

Depreciation of tangible fixed assets
(Increase)/decrease in work-m-progress
Decrease 1n debtors

Decrease n creditors

Net cash outflow from operating activities

Analysis of net debt

Cash at bank

Total

Reconciliation of net cashflow to movement m net debt

Increase 1n cash in the year
Net cash/(debt) at 1 January

Net cash at 31 December

2006 2005
£ £
(2,384,019)  (615,239)
71,297 186,022
(306,342) 725,108
1,801,741 155,544
(993,318) (1,145,568)
(1,720,641}  (694,133)
At At
1 January 31 December
2006 Cash flow 2006
£ £ £
1,963,344  (1,654,185) 309,159
1,963,344  (1,654,185) 309,159
2006 2005 |
£ £ |
1,963,344 2,953,961
(1,654,185)  (990,617)
309,150 1,963,344

18



United London Communications Limited

Notes to the accounts
Year ended 31 December 2006

14. Financial commitments

As at 31 December 2006, the group had annual comnutments under non-cancellable operating leases as set out

below
2006 2005
Land and Land and
buildings Other  buwldings Other
£ £ £ £

Operating leases which expire:
Within one year - - - 13,846
Within one to two years -

4,297 2,892

Within two to five years - -
After five years 334,095 - 334,095 -
334,095 4,297 334,095 16,738

15 Related party transactions
2006 2005
£ £
Sales 1n the ordinary course of business to Chime group companies - 20,325
Sales 1n the ordinary course of business to WPP group compames 802,373 615,496
Purchases in the ordinary course of business from Chime group companies - 90,420
Purchases in the ordinary course of business from WPP group companies 941,048 682,397
Amounts owed to related parties at 31 December 2006

Amounts owed to WPP group compames (note 10) (394,462)  (918,365)
Amounts owed from WPP group companies (note 9) 156,283 149,399
Amounts owed from Chime group companies - 39157

16,  Ultimate parent company

On 6 February 2003 the company’s then parent undertaking Chume Commurucations Ple (“Chime”) disposed of
49% of 1ts holding 1n the company to WPP Group (UK) Limited (“WPP”"} Chime had an option to sell the
remaining nterest in the company to WPP after 1 January 2004 Under the terms of the Sharcholders’
Agreements between Chime and WPP 1n respect of their joint ownership, Chime would retain a majorty
nterest i the company but WPP would have day-to-day management control, subject to certain matters which
would be subject to unanimous shareholder consent

At 31 December 2005 Clume Communications Plc exercised 1ts option te sell 1ts remaining nterest to WPP
Group (UK) Limted

The ultimate parent company and the controlling party of United London Communicattons Limited 15 now
WPP Group PLC, which 1s incorporated in Great Britain  The consohdated accounts of WPP Group Plc are
available from 27 Farm Street, London, W1X 6RD

17. Post balance sheet event

In April 2007, WPP announced that the agency will cease to trade The directors do not expect the company to
trade in the future




