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RESULTS

REVENUE
PROFIT*
HEADLINE

- PROFIT*
— EARNINGS
- EPS

+12%
+31%

+16%
+17%
+9%



CHAIRMAN

2017 was Ia challenging year for our competitors. The larger communication groups were hampered by both their
size and their age, making it difficult for them to reast quickly to the changing climate and the changing chent
requiremeants.

Once again, our strategy was our saviour. New business and new businesses pushed turnover, profits and
dividends to new highs. Credit must be given to our partnars round the world; the system of shared ownership
unites aur 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 sixteen new companies, eight baing exports of successful enterprises and aight 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 clents, .

If any of mljr shareholders sees a gap in the market or knows someone who shouidn’t be a wage slave, please let
us know. We are canstantly looking for new people in new places.

-

v

Jeremy Sinclair
Chafrman
21 March 2018
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STRATEGIC REPORT

In the following report the terms Headline ard Statutory are used.

Headlne measures are used by the Board to assess the underlying profiability of the Group; these are aiternative
performance measures that the Board considers provide a more appropriate basis to assess the results of eack
tagion and are how the business 1s managed and monitored on a day te day basis. The Group also uses a constant
currency measure to alfow comparison of each business units performance between periods

As described elsewhere, the Group’s business madel reflies on allowing entrepreneurs to have a shargholding
in their iocal business, whather organic start-ups or acquired. To give the entrepreneur potential future value
and to protect the Group from having non-engaged minority shareholders, the Jocal deals are structured to
reflect local circumstances, often with put and call agreements in place.

The aceounting eatment of these put options depends upon whether the options are forferted or not on
lezving the Group. If the put options are finked to continued employment and forfeited on leaving, then the
Option is deemed remuneration and accounted for as a share based payment (caliad condilional share
awards). Otherwise, the put option is accounted for as a minarity put option and revalued at the end of each
accounting period with any movernent being charged or credited as finance income or cost (referred to as
minorty sharehatder put option liabilities). The Board excludes minority put aption and share based payment
charges from Haadine profit. :

* {ther agjustrmants made in deriving the Group's Headline profit include adding back amortisation or impairment
of intangible assets (including gnodwill and acquired intangibles, but excluding software) acquired in business
combinations, changes to deferred and contingent consideration and ather acquisition relatad charges taken to
the income statement; impaicment of investment in asscciates and mvestments; and profit and loss on disposal
of associates. Such exclusions are consistent with our industry pesr group.

Statutory numbers within the Group's results are prepared in accordance with International Financiat Reporting
Standards (IFRS),

The key movements between statutory to headline results

&£m 2017 2016 Movement %
Statutory prafit before taxation 23 5.8 25 %
Condibional share awards 135 B.6 49

Adjustments to put option liabiihes [e30)] - (3.0}

Impairment charge 5.2 3.7 1.5

Other 27 4.7 , (20)

Headline profit before taxaticn 2n.7 238 349 16%




NEW BUSINESS

ALDAR PROPERTIES
AMFF

AUTOMARK
BONDUELLE
CASINO SUPERMARKETS
CENTERPARTIET
CHARLES & ALICE
CLINIGUE
COSTA COFFEE
DREAMS

HEINEKEN EXPORT
JACK DANIELS

- LEXUS

4

LIPTON

LITTLE DISH

PACIFIC LIFE

PE CONSULTING

PFIZER

PRUDENTIAL

SISAL ‘

SOUTH AFRICAN RESERVE BANK
THE BODY SHOP

UAE BANKS FEDERATION

VISIT BRITAIN
WINDHOEK



CHIEF EXECUTIVE

Conttnued

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

The Stackholm office maintamed its dynamic new business performance, winning the property
company AMFF, the enginearing client PE Consulting and the political party Centerpartiet.

Both Germany and Italy continue to excel. Mobile opened in Berlin whilst ltaly was appomted by
Stsal, a gaming company, in addition to being reappointed by Umicradh.

France remains challenging but in the second half the Paris office won projects from Casina
Supermarkets, the sugar free children's fruit snacks provider Charles & Alice and Bonduelie,
the processed vegetable producer.

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

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

Sputh Africa tonverted Windhoek, Heineken Export and the South African Reserve Bank. In January
2018, they picked up Lexus and the second-hand car retailer Automark. We also acaured a
Iphannesburg based sport and entertainment company Levergy.

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

Cperating profit in the region was up 45% and the headline operating margin increased to 10.7%
from 9.3% in 2016.

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 Piizer,
Prudential and jack Daniels, although one signrficant client was lost in the year, IAG. In February
2017, we acquired 51% of Bohemia, 2 media buying and planning operation. This wider offer is
important m this market, where clients are increasingly looking for a tighter relationship between
the creative providers and media buying and planning. In March, we launched The Source, our
sugcessful UK research operation, in Melbourne.

EUROPE REVENUES
+26%

MIDDLE EAST AND AFRICA
REVENUES
+26%

ASIA AND AUSTRALIA
REVENUES
+23%



GHIEF EXECUTIVE
Summary of results HMNUE

2017 saw record results in terms of both revenue and earnings. Revenues grew by 17%, with

constant currency revenues increasing 7%. Excluding the costs of businesses started in the year, we +'|2Il/
returned & headline operating margin of 11 3%, up from 10.2% jn 2016. The headfine prafit before tax 0
advanced 16% to £27.7m and headline earnings also rose 17%. Statutory profit before tax was up

3% from £6.8m to £9.3m, GONSTANT CURRENCY

Our competitive advantages continue to defiver market-beating growth. We have an entrepreneurial REVENUES
culture and ownership structure that motivates our people to deliver exceptional performance. We
have a genuine integrated offering that defivers greater effectiveness and efficiency to our clients. -[-7%

We are not dependent vpon multinational packaged poods citems, media buymg of M&A. We are of
a scale and mmbleness where the birth, growth and success of our bysinesses can mitigate against
maera headwinds, Lastly, we start companies with the best talent in attractive geographies andin
new growth channels, with 16 new businesses started in 2017.

UK UK REVENUES

Revenue in the UK was up 6%, with Sport & Entertainment, PR and Mobile continuing to trada
particularly positively. New business wins included Dreams, Visit Britain, Lritle Dish, Lipton, The Body +6%
Shop, Costa Coffee and Clinigue.

M&C Saatch Sport & Enfertainment was crowned Large Sponsorship Consultancy of the year,
M&C Saatchi PR was awarded Mid-sized PR Agency of the year and M&C Saatchi Mobile won Most
Effective Mobile Agency. .

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

M&C Saatchi Merhn, our talent management agency, faunched a social wiluencer division in May
which has very positive grewth potential. We started Re, our successful Australian brand identity
unit, in the UK in June.

The UK headline cperating profit was up 46% on 2016 without last year's one-off restructuring costs
in the London advertising agency. The headline operating margin also benefited from this, increasing
te 16.1% compared with 2076's 11.7%. These margins exclude the impact of Group recharges.



CHIEF EXEGUTIVE

Gantinued
We opened a new office in Jakarta in January 2018.

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

Ameri
Rrer:rz:f:ssdecreased 3% and headline operating profit was down 53% with a headline operating AMEI“GAS BM““E
margin of 7 4% (2016: 15.5%) _3

Our Mobile operations continue to perform well and are bulding a potent network across the US.

There was a drag in New York with a slowdown in advertising revenues, which dented the overall
region’s performance. S3+K 's political and charitable project revenues were particularly hard hit
in the second half. A major restructuring was undertaken, and the agency is profitable i the first
quarter of 2018. LIDA New York opened for business and was appointed by Aston Martin.

QOur Los Angeles office had a better year and was appointed by Pacific Life We unveiied both Clear
and 5port & Entertainment there in the first half and our Mexico City office opened #s doors in
September. This year we launched Majority in Los Angeles, a production company with initialty an
all-women director roster.

QOutlook
2017 was another record year for M&C Saatchi in terms of both revenue and headtine earnings.
Qur established strategdy of winning new business and starting new businesses continues to deliver.

This year has begun well, and we are confident that we will continue to make good progress in 2018
and beyond.

David Kershaw
Chief Executive
21 Marg¢h 2018



FINANCE DIRECTOR

Objectives and strategic priorities

Key performance indicators

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

s rgvenue growth, both regionally and within divisions, up 11.6%;

« gontinual improvement of headline operating margins, up from 10.2% to 10.6%;

« fleadiine earnings per share growtt, up 8.3%;

+ gnhancement of net cash from operating activities, up £6.7m year on year; and
« improvament af the talent lavels within the Groug, in particular qur creative capadilites, as well ag

the reputation and integrity of all our businesses.

Summary of resulis
Statutory Headline

£'m 2017 2016 2017 2016

Bilfing 536 458.2 17.00% 538 458.2 17.00%
Aevenue 2515 225.4 11.60% 251.5 225.4 11.60%
Operating profit 5.3 6.6 -19.80% 26.7 23 15 00%
Profit before taxation 93 68 37.00% oy 2.8 16.30%
Profit for the year 48 33 36.70% 20.8 19.7 5.90%
Earnings 23 01 - 18 15.4 16.50%
EPS 34p 0.2p - 23.0p 21.1p 930%
Operating profit margin 2.10% 3.00% 3.9pts 10.80% 10.20% 0.4pts
(on revenue)

Tax rate 50.909% 50.80% +0 1pts 24.70% 17.30% T.4pts
Revanue

Group revenues increased 11.6%, enhanced by currency movement, the main infiuense being the fult
year positive effect of a weakening of sterling against most currencies following the Brexit vote. The
constant currency revenue growth was 8.9% (constant currency basis),



FINANGE DIRECTOR

Continued

Operating profit and margin

At Group fzvel, we menitor results on g headling basis. Our headline cperating margin increased to
10.6%, and excluding the new businesses we have started during the year was 11.3% (3016: 10.2%),
with improvements in the UK, the Middle East and Africa and Asia and Austrafia margins.

Headline results -

The Group’s “headline” measures are used hy the Board to assess the underlying profitability of the
Group; these are alternative performance measures that the Board tonsiders provide a more
appropriate basis to assess the rasults of each region and are how the buginess is managed and
monitored on 2 day-to-day basis.The Group also uses a constant currency measure lo aliow
comparisan of each business uruts performance between periods.

The key movements between statutory to headline results

2'm 2017 216 Movement %
Statutory profit before taxation 9.3 L] 25 3%
Conditional share awards 13.5 BB 4.9

Adjustments to pit opton liabilites [X1)] (3.0)

Impairment charge 52 ar 15

Prowision aganst investments - 0.7 0.0

Associate ravaluation - 09 (0.9

Amortisahion of acquired intangibles 2.0 23 o

Acquisition related remuneration 07 08 0.1)

Headline prafit before taxayon 27.7 238 38 16%

As described elsewhere, the Group's business model relies on allowing entrepreneurs to have
a stake in their focat business, whether grganic start-ups or acquired. To give the entrepreneur
potential future value and to protect the Group from having non-engaged minority shareholders,

the focai deals are structured to reflect focal circumstances, often with put call agreements In place.

The accounting treatment of these put options depends upon whether the aptions are forfeited or
modified on leaving the Group. If the put options are finked to continued employment and forfeited
on Jeaving, then the oplion 15 deemed remunaration and accounted for a5 a share based payment.
Otherwise, the put option is accounted for as & minority put option and the liability is revalued at the
end of each accounting period with any movement being charged or credited to the ingomes
statement as finance income or cost.

10

OPERATING MARGIN

— HEADLINE
+0.4PTS

— EXGLUDING START-UPS
+1.1PTS

For a fill reconeafianon of statutory ta headine results sea note 1
For constant currency reswits see note 2,



FINANGE DIRECTOR

Continued

The key movements between statutory to headline results continued

The Board excludes put options and share based payment charges from Headfine profit, Other
adjustments made in deriving the Group's Headline 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
acquisstion related charges taken te the income statement; impairment of investment in associates
and investments; and profit and loss on disposal of associates. Such exclusions are consistent with
our industry peer group.

The ingrease in the put option and share based payment charge resutted from the addition of new
businasses with minority equity as well as the enhanced performance of some of our business units,
which resulted in some of the future charges being accelerated.

During the year a deterioration in the revenues of one of our business units, $3+K, following a loss
of political and chargable projects, has resulted in a more cautious view of ts future profitabilty,
and a goodwill impairment, see note 17,

Financial income and expense

The Group’s headline net interest payable was £1.1m (2016: £0.8m). The increase in headline net
interest payable aroge mainly from the full year effect of increased Group borrowing to fund
acquisitions during 20186.

The ¢redit for non-headline far value adjustment to minority put option habilties of £3.0m (2016:
charge £0.6m) arose from reductions in future profitability estmates of ane of our business units,
S5+, together with rnovements in our share price, which decreased slightly from 380.0p as at

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

1



FINANCE DIRECTOR

Continued

Tax -

Most of the equity held by our entrepreneurs and our interests in subsidiary companies receives
no tax credit inthe event thay are charged to the income staternent via share basad payments; put
aption revaluations; revaluations of contingent payments and goodwill impairments. Such charges
to the incorme statement can create farge swings and variations to our statutory tax rate.

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

anm7 2018
UK corporation tax rate 19.3% 200%
Headline adjustments:
Higher overseas tax rales B.1% 4.5%
US tax rate change 1.1% -
US tax losses ytised (3.4)% (5.00%
Under provision prior years 2.20, {0.4)%
Other (1.2)% (1.8)%
Headline tax rate 24.7% 17.3%
Statutory adustments
Higher overseas tax rates and profit mix (3.0)% (6.2)%
US tax rate change . . 14.3% -
Put option charges 14.4% 26.8%
Impairments with na tax credits - 12.9%
Statutory tax rate 50.8% 50 8%

Fukt reconcifiabion can be found ; note 14

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

In December 2017 legislation was passad that reduced US federal tax rate from 35% to 21% frem
1 January 2018, This has caused a revaluation of all US deferred tax at the year and resulting in
a short term effect of reduging our lecal business profit after tax by £0.3m (headline profit} and
in addition consolidated profit after tax by a further £1.4m (statutory profit).

Qver the last few years our tax rate has benefited from the recogaition of historic US tax losses,
these were used up in 2017, in the past our future profitability in the US has been very uncertain.
At the headling fevel the use of US tax losses in 2617 has offset the effect of the change in US tax
rate and the higher US ratein 2017 as compared 1o its future rate.

12



FINANCE DIRECTOR

Continued
Non-controlling interest
The proportion of profits attributable to non-controiling sharehotders reduced 10 £1.9m (2015: BWIBE“B
£3.2m) with headline reducing to £2.8m (2016: £4.2m). The reduction was caused by our ingreased
; +15% PER SHARE

holdings of US entities and our contnued investment in new businesses.

Dividend

As part of a progressive dividend policy, the Board is proposing to pay a final dvidend of 7.40p per
share {20186: B.44p), giving a total dividend of 9.53p compared to 8.29p in 2015, The fina dividend will
be paid, subject to sharehalder approval at the 8 June 2018 AGM, on & July 2018 to shareholders on
the register at 8 June 2018.

Cash flow, banking arrangements and net assets

Cash net of bank borrowings at 3 December 2017 was £10.3m sompared to £3.6m at 31 December
20186, The Group continued to generate cash, with the finat quarter of 2017 being particulariy strong,
which it used to make small tactical acquisitions and fund new cffices. The Group spent £2.3m cash
and issued £1.5m of equity for acquisitions in Austraka and South Africa during the year.

To manage these acquisitions and to fund them going forward, the Group amended 1ts banking
facilities with RBS on 29 November 2017. These comprise a revolving credit facility totalling £40.0m,
which reduces on 31 December 2016 te £38.0m and on 31 December 019 to £36.0m. This fachity
matures on the 30 April 2020. In addition, to fund working capitai in the UK, the Group has a £5m
debt fzctoring arrangement, of which £3.9m was drawn down at the year end.

Net assets advanced to £64.1m {2016: £49.4m); the main movements being the net cash balance
increasing to £10,3m (2016: £3.6m) reflecting an increase in retained earnings of £9.4m.

Capital expenditure

Total capital exgenditure for 2017 reduced to £5.8m (2016: £4.0m). This was a function of reduced
refurbishment costs, with less mvestment m office fit out nseded, and increased computer
equipment cost as we update gur security and acgounting systems.

Associates

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

Principal activity, trading review and future developments See Directors' Report on page 18.

13



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 mitigate them. in the past our principal risk has been
chent losses. This review added cyber risk and staff reténtion.

Client losses are damaging, although some turnover over time is normal and to be expected.
Losses can happen for a variety of reasons, including the effect of other risks such as economic
or polttical risk resulting in clients’ reduction or cessation of business; running out of funding after
work has been commissioned; or-redirecting their expenditure elsewhere. To mitigate this, we
continug to develop our offerings to refiect clients’ changing marketing mix and cross selling
Obportunities (new businesses). We continue to convert new clients on the basis of our creative
excellence, our strategic wisdom, the commitment and brilliance of our staff and our diverse
portfolia of services {new business).

Staff remain our greatest asset and iosing them is one of our principal risks. Our business madel,

of empowering local entrepreneurs, giving them equrty in their local businesses and allowing them to
develop cur offering helps us reward and motivate the local entrepreneurs, and in turn motivate
them to eshance local staff working with them and thus create business continuity. Best practices
from each office are shared, via brr-annual worldwide mestings and on an ad hoe basis through local
and global working groups.

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

14

PRINCGIPAL RISKS

1. Client joss
2. Staff retention

5. Cyber



FINANCE DIRECTOR

Continued

The other risks the Group faces are:

« Internal control risk is exacerbated by local minorities’ ability to put their equity at a multiple of

profit. This is mitigated by regular meetings with management, sharing and reviewing financia!

d'ata, local accounting manuals, an outsourced internal audit functron, and business conbinuity

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 monitor our glebal foot print, insurances and travel plans;

Regulatory and fegal changes can affect our trading, ownership structures or interpretation of

our financial data. This risk is fifustrated by the changes to accounting standards (note 34} and the

recent changes to US tax regulations and therr future interpretations both at a federal and state

level 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. Wa have policies and traming programmes and vet and monitor

clients and suppliers for assacuation risk at all levels and take any relevant action;

Economic and political risks that could restrict our ability to access finance or trade

internationally. Such risks 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 dvidends and returns

from our investments in a tax efficient manner. 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 profitabilty and cash flows (note 6). We manitor and

model likely and astual changes; and

« Investment risk, that businesses we acquire or invest in fail {o deliver their anticipated results.
We monitor our businesses’ performance and give assistance where required. Where acquisitions
have not performed as well as expected, we review and apply learnings to future investments.

Strategic report approval
By ordar of the Board

Jamie Hewitt Va“"*ﬂ/ ey
Finance Director

21 Marsh 2018
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BOARD

JEREMY SINGLAIR

CHAIRMAN

BILL MUIRHEAD

EXEGUTIVE DIRECTOR

DAVID KERSHAW

CHIEF EXECUTIVE

JAMIE HEWITT

FINANCE DIRECTOR

MAURIGE SAATCHI

EXECUTIVE DIRECTOR



BOARD

Continued

JONATHAN GOLDSTEIN

INDEPENDENT NON-EXECUTIVE IIRECTOR

MIGHAEL DOBBS

INDEPERDENT NON-EXECUTIVE DIRECTOR

MICHAEL PEAT

INDEPENDENT NON-EXECUTIVE DIRECTOR

LORNA TILBIAN

. e a5 Hor
INDEPENDENT NON-EXECUTIVE DIRECTOR* 575 20T oo o2 Mon SxseunmOrsctor on
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DIRECTORS’ REPORT

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

Rasul{s and dividends

The consolgated incorne statement pn page 28 shows the results for the year. The Directors
approved an interim dividend of 2.13p totalling £1,714,073 (2016: £1,373,629) and recommend a final
dividend of 7.4p totalling £5,966,827 (2016: £5,032,796).

Principal activity, trading review and future developments

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

is on pages 5to 13.

Risks and uncertainties ’

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

Going concern

Given ihe strength of the Group’s balance sheet, its net cash, its forecast compliance with bank
covenants, the risks the Group fages (note B), the expected trading parformance 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 monthly its balance sheet and cash
flow forecasts. Annually, or earlier if needed, the longer term (greater than ¢na year) cash flow
proiections of the Group are reviewed, based on antivipated scenarios and acquisitions. If additional
funding is required, it is secured before expanditure is committed.

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

18

DIVIDEND
+156% PER SHARE
£7.7M (2016: £6.4M)



DIRECTORS’ REPORT

Continued

Financial instruments
Details qf the use of financial instruments by the Group are contained in notes 23 te 25 of the

financial statements.

Political contributions and effect of European Unlon 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 are presently not subject to
unrecoverable withholding tax, that many non-EU resident Groups suffer.

» The Group is dependent on high quality and flexible labour. The unknown changes to immigration
rules are creating uncertainty with the EU staff working in our UK offices.

= Increased exchange volatility. with our contracts for exporting from the UK creating extra risks to
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 pelitical denations (2016: £5,000 of staff time was provided free
as part of the campaign to remain within the European Union).

Directors
The names of the Directors are given on pages 16 and 17, biographies ¢an be found on our website

{www.mgsaatchipic.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 committes

- 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 our 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 committee

The Committee works to a programme of activities aligned 1o key events in the financial reporting
cycle, standing items which ogour regularly as required by the Committee's terms of reference and
other agenda items that the Committee identifies.



DIRECTORS’ REPORT

Continued

The main roles and responsibifities of the Committee inglude:

* monitoring the integrity of the Group’s financial statsments and other announcements refating to
its financial performance;

s considering the Group’s accounting policies and practices, application of accounting standards
and significant judgements;

» averseeing the relationship wiih the Group's external auditor, including consideration of the
chjectivity and effectiveness of the external audit process and making recommendations to the
Bozrd in relation to the external auditor's appointment;

» keeping under review the effactveness of the Group's internal control and risk management
systems, and

« monitaring the remit and affectivenass of the Groug’s autsourced mternal audrt funsticn.

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

The Audit committee's activities inciuded:

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

» considering significant financial reporting judgements around accounting treatmeant of put
options and acquisition agoounting;

« considering managements’ key estimates used to support its valuation of goodwill and
assogiates;

« reviewing of management’s use of alternative profit measures;

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

« reviewing internal auditar reports and the implementation of proposed corrective actions;

* reviewing working capital management; and

» pverseeing the relationship with the external auditor, inclueding the agsessment of ther
independence.

Buditor independence:

The external auditor, KPMG LLP, was first 2ppointed in 2013, for the {financial year ended

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

or ohjectivity of the auditor,
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Continued

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

Nominations committee
Meets on an ad hac basis, when there 15 a need to appoint new Directors.

Social responsibillty
The Group follows the gwdance in the International {Social Responsibility) Standard 1SO 26000 and is
accredited for BS OHSAS 18001, 1SC 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.

Empioyees and equal opportunities

The Group’s equal opportunities policy is not to discriminate on any grounds other than someone’s
ability to work effectively. To deliver this we will make reasonable adjustments to working
arrangements and to the physical aspetts of the workplaces.

Diversity of thought is important to the Group and its chients. The Group is working globally and
iocally to improve its future talent poof and to enhance our ability to attract and nurture the best
talent regardless of backgreund, ethnicity or any disabilities. For details of our mitiatives please see
www.mosaatchi.com/diversity/.

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

Slavery and human trafficking statement

The Group ¢ontinually monitors its supply chains and operates a zero-tolerance policy to slavery
and human trafficking as reflected in its Modern Slavery Statement.
(www.mcsaatchipic.com/#governance)

Insurance

The Company purchases insurance to cover its Directors and Officers against costs they may incur
n defending themselves in legal proceedings instigated against them as a direct result of duties
carried out on behalf of the Company.
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Directors & Substantial shareholdings

As at %0 March 2018, the Company has baan natified by shareholders representing 3% ur more of
issued share capital of the following interests:

: Shargs beld %
QOctopus imvestments i 9,858,637 11 9%
Paradice Investment Management 9,305,257 11 3%
Aviva plc and its subsidianies 4,780,768 £.8%
Invesco Perpetual 4,506,805 5.5%
Dawvid Kershaw® 4,127,060 5.0%
Bill Muirheaa* 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 4 6%
Canacecord Genutty Group Inc 3,818,997 46%
Investec Wealth & Investment 3,310,859 4.0%

* The above dir2ctors” shares and the 56,451 shares held by Jamie Hewntt hava not changed durng the year

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

Events since the end of the financial 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) i 2017, the Directors were 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.
Dureg the year, the Company held 700,000 of its ordinary shares (“treasury shares”}. The Directors
will use them to fulfii option obligations,
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Continued

Directors’ power 10 issue shares

At the AGM in 2017, the Directars were given the autharity 10 issue up to 50,800,000 of its ordinary
shares of which 5,670,000 werg approved to be issued for cash. During the year, the Company
1ssued 6,382,606 shares to fulfil options and to acquire equity {note 29). The Company did not 1ssue
any shares for cash.

Agreements that vast on change of control
Depending on the circumstance some of our put option agreements vest on change of contral.

Directors’ responsibilitles
The Directors are rasponsible for preparing the Annual Report and the Group and parent Company
financial 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 Lendon Stock Exchange they are
required to prepare the Group financial statements in accordance with international Financial
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.

Under company law the Directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the Group and Parent Company
and of their profit ar loss for that period. In preparing each of the Group and Parent Company
financial statements, the Diractors are required to:

«» selact suitable accounting policies and then apply thern consistently;

» make judgements and estimates that are reasonable, relevant, reliable and prudent;

= for the Group financial statements, state whether they have been prepared in accordance with
IFRSs as adopted by the EU;

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

« assass the Group and parent Company's abifity to continue as a going concern, disclosing, as
applicable, matters related to going concern; and

= use the going concern basis of accounting unless they either intend to figuidate the Group or the
parent Company or to cease operations, or have no realistic afternative but to do so.

SHARES ISSUED IN YEAR
6.4M
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The Directors are responsible for keeping adequate accounting records that are sufficient to showand REG"'-AR "PnATEs

explain the parent Company’s transactions and disclose with reasonable accuracy at any time the finangial

pasition of the parent Company and enable them to ensure that ts financial statements comply with the WWIMGSMTGHIPLG'BGM

Companies Act 2006. They are responsibte for such internal control as they Getermine 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 reasonably open te them to
safeguard the assets of the Group and to prevent and detect fraud and other irregularities.

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

Website publication '

The Directors are responsible for the maintenance and integrity of the corporate and financial
information included on the company’s website (www.mecsaatchiplc.com). Legislation 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 cught to have taken to make themselves
aware of any information needed by the Company's Auditer for the purposes of their audit and to
establish that the Auditor is aware of that information. The Directors are not aware of any relevant
audit information of which the Audrtor is unaware.

KPMG LLP will be seeking re-appointment as Auditor of the Compariy 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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Policy on Directors’ remuneration
Attracting and retaining high calibre executives is a key Group objective. We seak to reward them in
a way that encourages the creation of value for shareholders.

Directors’ pension arrangements
Tha pension contributicas, if made, are to the Directors’ money purchase pension schemes,

Directors’ contracts

All Executive Directors 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 peried
dependent on the ciréumstances.

Directors’ optiens, conditional share awards

In 2016, four participants pa:d (by way of a combination of payroll taxes and subscription price)
£100,727 each for the award. This amount is not refundable if the vesting conditions are not met.
in addition, one participant pad (by way of a combination of subscription price and deferred
payment) £51,266,75 for the award. This amount s not refundable and will be paid in full if the
vesting conditions are not met.

Vesting of the awards is subject to:

= the achievement of certain earnings and total shareholder return (TSR) targets (the
“Performance Conditions™) measured over the period Trom 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 (tha "Share Price Target™).

20% of 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-ine basis 1f dituted EPS
growth over the Performance Period is between 10% and 20% (with 100% of the award being earned
if diluted EPS growth of 20% or more is achieved). If EPS growth is below 10% diluted, no award will
be earned.
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Earned awards will be adjusted by the TSR gendition, 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 1o an earned award; if TSR over the Performance Pericd is
Delow 0% then sarned awards will be reduced by 25%. The base share prige used for TSR is 297p
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&G
Saatchi Worldwide, may be exchanged for M&C Saatchi pls shares. The maximum number of M&C
Saatchi plc shares that may be required 1o be ssued under the LTIP arrangements is 3,383,605.

The award caused an accounting charge of 2401k in the year (2016: £231k).

Other benefits

No Director of the Company has received or become entitied to receive a benefit (other than a fixed
falary as an employee/consyltant of the Gompany, the options indicated in this report, or a benefit
included in the aggregate amount of remuneration shawn in the financial statements) by reason of

g contract Mmade by the Company or a related corporation of which the Director 15 a member ar
with a company i which the Director has a substantial financial interest.

By order of the Soard
Andy Blackstone
Company Secretary
21 March 2018
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Baslc satary EBonus Benefits in king? Pension Total
2017 £000 £000 £009 £000 £000
Directors
Dawid Kershaw 374 - 4B 420
Bill Muirhead 34 - 47 - 421
Magres Sa3ch 314 - 42 - 8
Jeremy Sinclalr 374 - 45 - 419
Jamre Hewitt 250 126 4 15 304
Total 1,748 126 184 15 24070
Non-Executive Directors
Jonathan Goidstein N 40 - - - 4
Tdichae) Dobbs Lo] he - - 4D
Michael Peat aa - - - 40
Tatat 120 - - - 120
Total Rewards 1,868 125 184 15 2,180

Basic salary Bonus' Beneflts In kind® Penslon Total
2018 2000 E000 000 E000
Directors
Dawvid Kershaw N 50 48 1 473
BiR Muirhead 374 50 49 - 473
Maurice Saatchi 4 &0 45 - 469
Jeremy Sinciair 31 50 46 - 470
Jame Hewkt 250 - 4 15 269
Total 1,746 200 192 16 2,154
Naon-Executive Directors
Jenathan Goldstein a0 - - - 40
Michas| Dobbs 40 - - - L
Michael Peat® 22 - - - 2
Adrian Martsr 18 - - - 18
Total 120 - - - 120
Total Rewards 1,866 200 192 18 2,274

! Thase paper bonuses were glven as part of the conditiona! share award.
? Banefils in knd molude car allowances and permanent health insurance benefit

! Served on board for cnly part of the year.
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CONSOLIDATED INCOME STATEMENT

M7 16
_Year ended 31 Dacember Note £000 £000
Bulings 1 535,964 458,180
Revenue 1 251,481 225,387
Operating costs 7 {246,1486) (218,138)
Dperating profit 1 5,355 8,642
Share of resuts of associates and joint ventures 10 1987 1,530
Finance income 1 . 5326 450
_Finance costs 12 (.348) 11.828)
Profit before taxaton 1 8,502 6,791
Taxation 14 (4.736) (3.451)
Profit for the year 4,566 3440
Attnbutable to:
Equity shareholders of the Group 1 2872 144
Norrcontroling ntergsts 1 1,894 3156
Profit for the year 1 4,566 3,540
£arnings per share
Basic {(pence} 1 343p 0.20p
Diluted (pence) 1 331p 0.19p

Headline results*

Qoerating profit 26,725 25,037
Profit before tax 27,655 23,776
Profit after tax atiributable to equity shareholders of the Group 12,971 15423
Bagic garnings per share (pence} 23.04p .07
Ciluted earnings per share (pence) 21.22p 20.55p

* The reconcilielion of headling to statutory results above can be found i hete 1,

‘The notes on pages 34 to 79 form part of these consolidated finangial statements,
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CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME

2017 2016
Yenr anded 31 December £000 E0D0
Profit for the year 4,586 3,340
Other comprehenslve income*
Exchanga differences on tr {foreign cperations befors tax (1,10 5754
Other comprehensive income for the year net of tax 10 5,754
‘Total comprehensive income for the year 3388 10,094
Total comprehensiva income attnibutable te:
Equity shareholders of the Group 1,495 6,898
Non-Coatrolling interests 1,894 3,19
Total comprehensive income for the year 3,599 10,094

* Altitems m concpfidaled statement of comprehiensive mcome will be reciassdied to the income statemant

The notes on pages 34 to 79 form part of these consolidated financial statements
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CONSOLIDATED BALANCE SHEET

017 2018
At31Docember Note £000 £000
MNan-current assets
tntangible assets ' 17 48,515 51,004
trvestments N associates b 19,725 19277
Plant and equipment 7 12,268 10,619
Deferred tax assets 15 4,797 3412
Other non-Gurrent assets 2 9,325 7,455
94,631 9 467
Current assets
Trade and other recevables 3 120,096 108,824
Current tax a5sets 945 1,057
Cash and cash equvalents 40,957 32,209
169,988 143,103
Current liahifities
Trade and other payables 2% {128,258} (115,B45)
Current tax I fues (1.221) (1,186)
Borrowings % (3,731) (3.670)
Deferred and contingent consideration % B -
Minority shareholder put option b (14,813) (20,216)
(148,388) {140,358)
Net current assets 21,600 2,145
Total assets less currermt habilri 116,231 83,612
Non-current hiabfities
Deferred tax iailibes 15 @61 (380)
Borrowings % (37,7684) (28,277)
Contngent congigerabon (833) -
Minority shareholder put option fabiftes 2 (10,318) (12,950}
Oter non-current kabifues 8 (2,487) (2,608)
(62,181) (44,216)
Total net assets 84,070 49,397

The notes o bages 34 to 78 form part of these consolidated financial statements.
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a1t 218
At 31 December Note E00Q 2000
Equity
Sharg capital 2 813 748
Share premium 32,095 24099
Merger raserve 31,502 31,592
Treasury reserve 9 (199
Minonty interest put opbon reserve {13.858) (20,598}
Non-tentroling nterest acquired {21,040) {13,122)
Fareipn exchange reserve 3593 4770
Retained earnings 25,235 15,871
Equity atirsbutable to shargholders of the Group 67,638 42,569
Non-controlling interast 6,532 §,528
Tolal equity 84,070 49,397

These consohdatad financial staternents were approved and avthorisad for ssug by the Board on
2% March 2018 and signed on its bahalf by:

Jamig Hewitt VW bt
Finance Director /
M&C Saatchi plc

Company Mumber 05114893

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

Miput cnntr::k'l; Forelgn oonu:i‘l-::;
Share Share Mergep Treasury aption Interest exchange fetaned Interest in
eaplal premiim reserve FESErVe PRSErvE acquired reserves earnings Sulstotal equity Total
Mote £000 £000 £000 £000 £000 £000 200 20 £000 2000
At 1 January 2018 T2 17,338 31,592 (792) (12,585) {9,233) (1,984) 12,673 31,728 4,295 42021
Aggusthons 18 - - - - (10,249) - - - {10,249} 1919 {8,3%0)
Acqgustions of minordy interest 4 1,364 - - - (1,222) - - 146 - 146
Exercise of put options a7 18 5,397 - - 2,356 (2,366} - - 5,415 n 5,368
Disposals - - - - - - - - - {10} (e
Exchange rate movements - - - - 20y 301) - - (42%) 627 206
Issue of shares to minontes - - - - - - - - - 14 14
fssue of options K] - - - - - - - 615 815 - §15
Share option oharge 3 - - - - - - - 7.997 1991 - T.997
Davidends 16 = - - - = - - (5,458) (5,458) (3,166} (8,624)
Total transactions with OWners 2 6,761 - - (8,003) (3,889) - 3,054 (2,055) (863) (2,748)
Total carnprefensive income - - - - - - 6,754 144 6,898 3,108 10,094
for the year
At 31 December 2016 749 24,099 31,582 (792) (20,598} (13,122) 4,770 15,871 42,669 6,828 49,397
Aoqusitions 19 4 1,008 - - - - - - 1,502 235 1,737
Acquisiions of minority interest 1567 - ~ - 1,380) - - 202 31D 512
Exarcise of put options b{ 55 4311 - - 6,640 {6,640) - (61} 4905 - 4,805
Exchange rate movements - - - - - 112 - - 12 {252) {140
Share ophion charge 3a - - - - - - - 13,501 13,501 - 13,501
Dividends 18 - - - - = = = (8,748) (6,748) {2,483) {9.231)
Totaltransactions with owners B4 7.998 - - 6,640 {7,618) - B,692 13,474 (2,1580) 11,284
Total comprehensive ncoms - - - - - - 1,17 2,872 1496 1,894 3,329
for the year
At 31 December 2017 813 32,095 31.582 (792) (13,958} (21,040) 3,593 25,235 57,538 8,532 84,070

The geficitions of the reserves reported in the above tan be found n note 5.

The notes on pages 34 to 78 form part of these consolidated financial statements
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CONSOLIDATED CASH FLOW STATEMENT AND ANALYSES OF NET DEBT

2017 2118 2017 2018
Year ended 51 December Note 5000 2000 Year ended 51 Dacember Note 2000 £000
Revenue 251,481 225,387 Net cash from operating aad investing activities 1’914 1,328
Operating 7 (246,188) (218,738} F i activities
Operating profit 5,335 6,649 Dividends pad fo squity holders of the Campany 16 {8,748) {5,456)
Adjustments for: Dividends pand ta nor-controling interest (2,484) (3,168)
Depreciation of ptant and equipment 21 3,079 2,568 tssue of shares to mindrites - 514
Loss on sale of plant and equpment 57 547 Repayment of finance eases 28) {36)
Loss on sale of software intangibles 4 10 Inception of Invox:e discounting - 4455
Fair valte revaluation of associate on step acquisition 0 - a5% Repayment of mvtice discounting 730 (3,943)
Impairment and amartisation of acquired intangise assets 17 2,021 2,324 Incepuion of bank loans 10,240 11,433
Impasrment of assoiate and investments 20,22 - 4,389 FAepayment of bank loans (50) (7.181)
Impairment of goodwil 1w 5214 - Interest paxl (1,275) (1,230)
Amorbsation of caprtalised software intangible assets. 17 211 354 Net cash d by finar (1,384) (4,622)
Equsty settied share hased Jayment expenses 3N 135m 1997 Net (decreasel/increase n cash and cash 17,530 (3394}
Operating cash before movements in working capital 95,422 25,782 equivalents
Increasa in trada and other recevables ¢10,008)  (22.33) Effect of exchange rate fuctuations on cash held {705) 3270
mcreasss N trada and Gher’ s 11,885 10,342 Cash and cash at the beginning of the year 32922 32246
Cash ganerated from operalions 30,281 22,800 Gash and cash equivalents at the end of the year 48957 32,202
Tax paid G120 (4018
Net cash from operating actlvitles 23,554 18,727 Bank loans and borrowangs® 25 {38,675) {28,582)
Investing activities Net cash 10,982 3640
Aoquisivans of subsidiaries net af cash acqured 19 @1 (12822) * Bank loars and borrowings excludes £2.915k (2016; £2,645K) of e discauntng.
Désposal of subsidiaries net of cash divested - (263
Acquisitians of investments 22 2.024) (1,056) The notes an pages 3 to 79 form part of these | financial
Proceeds from sale of plant and equipmant 77 3
Purchase of plant and equipment il (3451) (3818)
Purchase of capitafised sofware (385) (54)
Dwidends recewed from assocates 20 1,808 1
Interest received 288 440
Net cash investing activities (4,640) {17,398}
Net cash from operating and investing activities 18,814 1320
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NOTES

1.Headline results and earnings per share

The analysis below prowides a recanchiation between the Group's statutory results and the heading results.

Deferred tax
onacquired  Dieferred tax
Amortisation Impalrmentof  IntangibleUS on put options Revaluation of Aequisttion Putbption
of agquired acquired taxrata US tax rate comtingent related accoundng™
Intanglbles Intanglbles change change consideration remuneratlon” (rote SN & Headline
m7 {hote 17) {note 17) {note 14) {note 14) (note 26) (npied) note 27) Tesults
Year ended 31 December 2017 Nota £000 500 E000 0 £000 £000 £000
Bllings 2 535,954 - - -~ - - - ~ 535864
Revenue 2 251,481 - - - - - - - 251,481
Operating profit 1 5,335 2,021 5,214 -~ - 40 a14 13,501 28,725
Share of results of assogiates and JV il 1,987 - - ~ - - - - 1987
Finance income 11 3,326 - - -~ - - - (3,037 238
Financa cost 12 (1,345) - -~ - - - - (1,345)
Profit befora taxation 2 8,302 2,021 5214 =~ - ° 614 10,864 27,855
Texabon 14 (4,736 1)) (1,804) 861 342 - - {386) (6.8549)
Profit for the year 4,586 1,350 3,410 981 392 [ 514 9,468 20,421
Non-controing imarests (1,8e9) (385) - - - - (591 - (2850
Profit attr ble to equity holders of the Group™ 2672 885 3410 281 392 40 23 9,468 11871

Details of this breakdywn can be found n dote B The non-controling istarest charge 18 moved to aperating prefit due to underiying equity being defimed as a condibional share award.
* These values FEpresent put options accountes for as conditional share awards (£13,501k) (note 30) 2nd fart value adjustments to minordy put option kabiities (£3,037k) {nota 27}
“** Headfine e2rmings are profit attributable 1o equity holders of the Group after 20dmg dagk e gmustmems agted ahove. The Increase 15 calcutated as the difference batween 2016 and 2017 measures. Hezdune operating margin is calcuwatey as'

Haadling operating profit divided by revenus, Headine operabing margin excluding new

a5' Headina

durmyg the year has been calculatzd as £1.6m (2016: £01m)

profit after edding back the cost of businasses started divida by revenue. This cost of business started

Thé Directors befieve that the headine results and headine earmings per share prowde additional usefut information on the underlying performance. The headime resuft 15 used for internal performange management,
calguiating the value of subsidiary converhble shares and minority interest put options, The term headhng is not a defined term in IFRS.

the items that are exciuded from headline resuits are the amortisabon & mpairment of ntangible assets (nstuding goodwil and acquired ntangibles, but excluding software) asqured in business combnations,
thanges to deferrad and contingent consideration and other acquistion related charges taken to the income statement, imparment of investment in associates and investments; prafit and Joss en disposal of
astociates; and the mcome statemment unpact af put optran accounting and share based payment gharges.
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NOTES

Continued

1. Headling results and earnings per share continued
The analysis bafow pravides a reconciliabion batween the Group's statutory resuits and the headling rasults

Amortisation of Provision  Revaluation of Acquisition Put aptlen
acatdred  Impairment of agalnst  an assoclate on related ageounting
tate remuneration”  (note30& Headling
2018 {no1a 17) {notam {note 22) {note 20} {note B} rotedn resuits
Year ended 31 Decamber 2016 Note £000 £000 £000 2000 £000 £000 £000 2000
Billings 2 458,180 - - - - - 458,180
1 225,587 - - - - -~ 225,387
Operating profit 7 6,649 2,324 3.738 851 859 819 7.997 23,037
Sharg of results of associates and Jv 10 1,530 - - - - - - 1,530
Finance income n 440 - - - - - - 449
Financn cost 12 (1,828} - - - - - 597 (1,231)
Profit before taxation 2 8,791 2,324 3,738 651 359 819 8,554 23,776
Taxatqr 14 (3.451) {B58) -~ - - - 4,110)
Profit for tha year 3,340 1,665 3,138 B51 B5¢ 819 8,594 19,686
Non-controlling iterests (3,196) {256) - = ~ (540) (251) (4,243
Profit attributable to equity holders of the Group 144 1,409 3,734 651 859 279 8,543 15,423

* Details of thrs breakdown can be found mn note 8. The non-coatrofing interest charge is maved Lo operating profit due to undering equty being defined as A condibona) share award.
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NOTES

Continued

1. Headline results and earnings per share contnued
Basic and diluted earmngs per share are calculated by diwding profit attnbutable to equity holders of the Group by the weighted average number of shares n 1ssue during the year

Headine
2017 w17
Year ended 31 December 2017 £000 £000
Prafit attributable to anuity shareholders of the Group 2,872 17,871
Basic earnings per share
Weighted 2verage number of shares (thausands) 77,998 71,998
Basic EPS 3.43p 23.04p
Diluted earnings per share* .
Weighted average number of shares [thousands) 25 above 77,988 77,980
Add
— Condihonal shares without dividend mghts 2,763 2,763
- Conditionaf shares with dwidend rights™ 3829 3,829
- Contmpent considerahon 108 108
Total ) 84,693 84,699
Dlluted earnings per share 3.18p 2122p
= Allthe pit options detated n note 27 are non-dilutve a5 the exercise price approomates fair value of tha underiying non-controlling mterest.
" Conditonal skare with dividend rights 2re exciuded from any calculabion of conditional share avwards that uses dilited EPS growth as a measure
Headiine
2016 2016
Year ended 31 Pacembar 2016 £000 B0
Profit attributable to equity shareholders of the Group 144 15,423
Basic earnings per share
Weignted average number of shares ( s} 73,193 75,193
Baslc EPS 0.20p 21.07p
Diluted earnings per share”
Weighted average number of shares (thousands) as above 13193 13,135
Add
- Conditional shares 1,867 1.867
Total 75,060 75,060
Diluted earnings per sharg 0.19p 20.85p

= Al the put splions detaled i nola 37 aré non-ilutiva as the exercise price anproximales far valve of the undariying rom-contraling nterest.
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NOTES

Continued

2. Segmental information
segmental and headline Income statemeant

Middls East

Asla and

uK Euraps and Africa Austraia Americas Tatal
Year ended 31 December 217 £000 £000 2000 2000 £000 £000
Blliings 169,209 59,037 27,207 132,007 148,414 536,984
Revanue 04,013 33,492 14,650 £4,703 44,623 251481
Operating profit Group costs 15,148 5,187 1,588 1,733 3,385 33,022
Group costs {5,821) 1) - (339) {8B) (6,207)
Operating profit 9,324 5,118 1,568 7,384 3,319 6,725
Share of rescks of assooiaies and JY 1,833 3 - 3B - 1,987
Financial income and cost {437) (69) 11 48 (810} (1,057)
profit before [ 10,624 5.050 1,579 7.783 2,108 27,855
Taxation (1,478) (1,804} (421) (2,110) (1.22%) (6,834)
profit for the year 9,046 3,848 1,158 5,683 1488 20,621
Non-controfiing interests 813} €3] (538) 1,188) 407 (2,350)
Profit attributable to equity shareholders of the Group 8,233 2,728 624 4,404 1,895 17,871
Headline baslc EPS 23.04p
Non-cash costs included in headiine operating profit:
Depreciation 1,386 a5? m 578 389 3,079
Amoartisation of software 0 3 1 a3 - bl
Share optlon charges - = - = - -
Office locations London Paris  Johamnesburg Svdney New York
Mitan Cape Town Metbourne Chicage
Berlin Abu Dhabi New Dalhi Los Angeles
Madrid Dubai Bangalere  San Franasco
Geneva Bewrut Islamabad Mexico City
Stogkholm Tel Aviv Hong Kong S4pPaulo
Moscow Shanghas
Istanbul Yokyo
Kuala Lumpur
Bangkok
Singapore

Segmental results are reconciled to the income statement in note 1. Our segmental and headiine resuits are one and the same. The above Segments reflect the fact that our busingss is run ¢n an
operating uni basis. In accordance with IFRSE paragraph 12, wa have aggregated our operatng units into segonal ssgments. Financial information provided to the Chief Gperating and Decision
maker, which is the Board, 1s compiled based on geographical regians with trading operations n each country agdregated inta that reglon. This 1s on the basis that each country included in that
region has similar economic and operating characteristics and that the products and services providad by entities in geographic region are all related to marketing communicalion services.
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NOTES

Continued

2. Segmental information continued

Middle E2st Asta and
UK Europs and Africa Australla Amercas Toral
Year ended 31 December 2018 £000 £060 000 £000 £300 £000
Biflngs 154,844 36,504 22810 48,665 153,357 459,180
Revenue B8,504 26,685 15673 52,631 45,934 295,587
Cperating profit excluding Group costs 10,398 4,028 1,085 5,754 7,13 20,384
Group costs (4,878) (87} - (343) {38} (5,347)
Operating profit 5,519 3,941 1,085 5411 7,081 03,027
Share of results of assccrates and JV 1,323 &3] - 20 {80} 1530
Finangia! income and cost {343) (43) 43 124 (572} [791)
Profit before taxation 6,459 3,895 1128 5825 6,429 25,176
Taxation (B11) {1,350} (362 (1.458) (129) {4,110}
Profit for the year 5,688 2,545 166 4,567 6,300 14,666
Norn-gontroling nterests (1,3200 (484) (326) (B44) {1,258} (4.243)
Profit attributable ta equity shareholders of the Group 4,368 2,061 440 3,523 5,041 15,423
Headline basic EPS 2.07p
Non-cash costs included inheadline operating profits
Depreciation (1.264) (242) (185) (323 (543} (2,668)
Amoruisation of software (258} {62} ] a3 b} (354)
Share option charges - = - - = -
Office lncations Londan Pars  Johannesburg Sydney New Yok
Mitan Cape Yawn Metbourne Chicago
Beriin Abu Bhabx New Defu Los Angales
Madrd Dubat Bangaiore  San Franmsco
Geneva Barut [samabac $4o Paulo
Stackholm Tel Aviv Hong Kong
Moscow Shanghai
tstantul Tokyo
Kuala tumpur
Bangkok
Singapore
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NOTES

Continued

2. Segmental information continued
Segmental balancs shest

This note includes balance sheet information required Dy IFRSS and other information requred by FR$12

Middle East Asta and

UK Europe ang Africa Australla Amaricas Total
Year endad 31 December 2017 £000 £000 £000 £000 £000 2000
Non-current assets 53,307 4,658 1,388 7.885 22,488 89,834
{Current assets 70,426 25,848 12,455 36,408 24,105 169,053
Total assets 123,733 30,304 13,854 44,392 48,808 258,867
Current Babilities (13,383) (27,702) (10,718} (33.035) (43,787) (128,631)
Non-current llabiirties (1,282) (425) {5) {694) (934) 3320)
“Total Nabilities (14,845} (28,127) (10,719) (33,7129) (44,731) {131,851)
Non-controlling lnterest In equity at year snd 2,148 118 B35 1,808 1,838 6,552
Dividends paid to non-comralling Interests during year (474) (223} 427) (1,113) (241) {2.A85)
Non-headfine amortisation n - 354 420 1,188 2021
Non-headline impairment - - - 631 4,583 5214
Capital expendrture 2,539 423 438 513 nt 383
Dapreciation 1,388 357 n 578 388 3,078

39



NOTES

Continued

2. Segmental informatlan contnied

Midgle East Aslz and
UK Eurcpe and Africa Australia Americas Tatal
Year ended 31 December 2016 £000 £000 £600 £000 £000 00
Hon-current assets 47,912 3,261 1618 4,182 30,781 88,355
Current assets §6.562 16,483 1812 24874 33,105 142,048
Total assets 104474 23,354 9,531 2,156 63,085 230,401
Current lahiitles (19,241} (20,878) (69100 20,704} {48,152} {115,836}
Non-current fiabiities (an4) (4%9) (39} (631) (1.085) (2,608)
Total labilties (18,645} (21,318} (6,948) {21,335} (50,247) {118.484)
Non-controliing interest in equity &t year end 2,063 281 485 1111 2887 6,828
Dividends paid to non-controiling interests guring year 291 BT8 128 ar 5N 3,166
Nen-headline amortisation . 1,000 L] 267 7 83 2324
Non-headline impairment 651 - - - 3,738 4,389
Capital e 2,307 «r 324 545 308 3980
Depreclation 1,364 242 185 32 543 2,668
Aeportable segment assets are reconciled te total assats as follows:
oy 2016
£009 £000
Segment assats 250,887 230,401
Current tax asset 845 1,067
Deferred tax asset 4,787 3112
Total assets per halance sheet 264,628 234570
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NOTES
continued

2. Segmental informatisn continued
Reportable segment Hzblities are reconcilad 1o total labilites as follows:

217 208
.- £030 £000
Segment liabilities (131,951} (118,434)
Deferred tax abilities (781) (380)
Current tax Tiabllitles {1,221} {1,186)
Invoice discourtng and snort-tarm bank ¥oans 3,743) 13.645)
Other financial habdities (37,764) {28,302)
Minority sharghoider put option kabllittes (25,128) (33,165}
Tatal per bal sheet {200,569) {185,173}
Additlonal regional splits required for IFRSE by orlgin
Micdle East
UK Europe and Africa Australla Asia Americas Tatal
Year ended 31 Decesnber 2017 000 5000 000 £000 2000 2000 5000
Revenue 94,013 33,482 14,650 58,052 8,851 44,823 251,481
Non-current assets 53,305 4,856 1,389 2,325 5,660 22,499 80,834
Middie East
UK Europe and Africa Australia Asla Americas Total
‘Year ended 31 Decamber AN6 £000 2000 £000 000 £000 £000
Revenue 88,54 26,685 11,673 42,311 10,220 45,994 295 367
Non-current assets 47,912 3,861 14618 2,840 1,242 37181 88,355
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NOTES

Continued

2. Sepmentat infarmation continued

2017 Segmental income statement transtated at 2018 average exchange rates

115 pormal prectice it aur Industry to provide constant Gurrency fesults.

Had our 2017 results been Yransiated at 2076 avgrage exchange rates then our constant currency results weuki have been.

Middla East hsia and
UK Europe and Africa Australla Amaricas Tetal
_Year enced 31 December 2017 £000 00y 000 5900 000 £000
Revenue 94,013 31,307 12,649 60,308 42,582 240,858
Operating profit excluding Group costs 15,150 4,833 1,258 7335 3,581 31,857
Group costs (5,819 (68) ~ {315) (85) (8,265)
Operating profit 0,331 4,167 1,258 7,020 3,318 95,802
Share of resalts of associates and JV 1,833 4 - 340 - 1,877
Finangial ingome and cost {458} (88) A48 (579) {1,061}
Profit before taxation 10,508 4,703 1,288 7408 2,737 28,818
Taxation {1,414) (1,494) (322) {1,987) (1,182) (6,438)
Prof{ for the year 8,032 3,209 844 5418 1,575 20,179
Incrgase/(decrease) in 2017 results caused by translation differences (14} {257) (218) (264) B7 (642
The key currencies that affect us and the average exchange rates used were:
7 2016
US dollar 1.2884 1.3558
Malaysian nnggrt §.5370 56104
Australian dollar 1.8808 1.8247
Sauth Afcan rand 17.1503 13.3845
_Braziian real 41128 4.7442
Eurp 11417 12244
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NOTES

Continued

3. Group subsidiaries
The Group believes that iaeal entreprenetirs should own a local stake 1n thew desting, Thus 15 reflected 1A the bst betow and the accounting e{Tects 1 notes 20, 27 and 30,

The principal grovp subsidiaras and assecated comparves are:

As at 31 Dacambear 2017 Country Effsctive % pwrership Activities
UK

Audience Com mumgatrons Ld™ United Kingdom 100 Marketing
Clear ideas Consultancy LLP** United Kingdom 80 Marketing
Clear ideas Ltd™ Unvted Kingdom ] Marketing
FYND Madka Ltd United Kingdom 100 Media Buymi
Horizon PR LIW™ United Kingdom 8 PR Agency
Rurnan Digital Ltd** United Kingdom B0 Rasearch
Irfluence Commumications Lid Unrted Kingdom 85 Darmant
Lean Mean Fightng Machme Ltd"™ United Kingdom 00 Advertisng
LDA (iKY LLP™ Unrted Kirddom a4 Owect Markgting
LIDALES™ & = LUmited Kingdom g Owect Marketing
M&C Saateh (UK) Lid™ &= United Kingdam 100 Advertng
MALC Saatctu Accelerator Lta®" United Kinggom [:1] Advertising
LG Saatchi European Hokdings Lid™ United Kingdatn 5 Hokding Campany
MEC Saatelk Export Lid™ & Uratad Kingdom 0w Advertising
50 Saatchi German Holdngs (g™ Urited Kingdom W Holding Company
MEC Saatehi Bloba) Agwsory Serviees L™ United Kingdom 00 Adverbsing
M&T Saatehi ntarnational Lta™ United Kingdom kvl Hoiing Company
M&C Saatohi Marketing Arts Lto™ United Kingdom 50 Advertising
ME&C Saatchi Merin Lid™ Uhnited Kingdom 55 Taent Management
M&C Saatch Midce East Holdeo Lid* United Kingdom & Holding Company
MA&C Saatchi Mobie L1d™ United Kingdort 40 Motyle Marketing
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NOTES

Continved

3. Group subsidiaries contmued

s at 31 Decernber 2017 Country Effective % ownership Activities
Europe
Cometis Frangs 51 Adveriising
FLING SAS France 38 Website Construction
M&C Saatehi Gad SAS France 100 Advertsing
M&C Saatchi Little Stories SAS France 19 PR Apency
M&C Saatchi One SARL France 100 Digial Marketing
Paris Gad Holding SAS France 60 Holding Company
Tataprad France 30 Produchion and publishing
M&.0 Saatchi Advertising GmbH Germany 8 Advertizing
M&C Saztchu Sports & Entertainment GmbH Germany 67 Sport Sponsorshup & Entertanmeant PR Agency
W& Saatch Dgital SrmbH Germany 15 Markeling.
M&C Saatchi PR Untemehmergeselschaft Germany 100 Dormam
M&C Saatch SpA haty B0 Advertiging
M&C Saatchi PR sl . Htaly 80 PR Agency
M&C Saatchi internationa) Holdmgs BY, Netherfands 100 Hoking Company
Ctear Netheriands Bv Natherlands 100 Dormant
M&G Saatchi Madrid SL Span 51 Advertising
M&C Saateh Sponsorship SL. Spain 51 Advertizing
M&C Saztchi AB Sweden -] Advertising and Marketmg
ME&QC Saatchi Got A Sweden 100 Advertsing
M&C Saatchi PR AB Sweden 00 Dormant
M&C Saatohl (Switzeriand) SA Switzerland 8B Advertisang
Middle East and Africa
M&G Saatchi Bahran WL Bahrain 100 Dormant
M&Q Saatchi Tel Aviv Lid Israel 80 Advertising
M&L Saatch SAL Lebanon 10 Advertising (Asso¢iate)
Greatve Spark Interagtive (Pty) Ltd-** South Afnca 50 Advertising
Elajmaunn Communications (Pty) Ltg™* South Africa 50 Advartiging
MEC Saatch) Abel (Pty) Lid South Afnca 50 Advertising
ML Szatch Afnca (Phyl Lid*** South Afrca 50 Atvertising
M&C Saatchs Gonect (Pty) Lid™" South Afrca 50 Advertising
Levergy Marketing Agency (PTY) Ltd*** Sputh Afnca 50 Sport Sponsorship & Entertainment PR Agency
M&G Saatehi Istanbul Turkey 28 Advertismg {Associate)
M&C Saatch Middie East FzLLC Uneled Arab Emirates 20 Advartising
M&C SaatchiFz LLC Umted Arap Emirates 00 Advertising
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NOTES

Continued

3. Group subsidiaries continued

As at 31 December 2017 Country Effactive % ownershij Activities
UK continued
MA&C Saatchi Network Ltd* & = United Kingdam 100 Halding Company
M&C Saatch PR internationa Lid™" Umted Kingdom 0 PR Agency
MA&C Saatchi PR Ltd™ United Kingdom 190 PR Agency
" M&C Saatchi PR UK LLP™ Umited Kingdom &0 PR Agency
M&C Saatch Shop La™ Unitad Kingdom 83 Marketing
MA&C Saatchi Sport & Enterfamment Ltd™ & *** tnrted Kingdom 70 Sport Sponsorship & Entertanment PR Agancy
M&G Saatch WMH L™ United Kingdom 100 Hokfing Company
M&C Saatchi Warld Servicas LLP™ Uneted Kingdom o] Marketing
M&C Santchi Woridwide Lid™ & United Kingdom 0 Holeing Company
M&C Saatchi WS ORG Ltd*" Urted Kingdom 0 Hot for profit marketing
Re Worldwide L1d™* United Kingdom pli1] Branding
Saatchinvest Ltd"* Unitad Kingdom 100 Holding Company
SGA London Ltd** United Kingdom 100 Marketing
Talk PR Ltd™ & United Kingdom 51 PR Agency
The Squrce (Landon) Ltd™ United Kingdam 88 Research Agency
The Source (W1) LLP™* United Kingdorm 76 Research Agency
Tricycla Communications Ltd™* Undted Kingdom 80 Holding Company
Walker Media Ltd Unitad Kingdom 25 Media Agenoy (Associate)




NOTES

Continued

3. Group subsldiaries contrued

Asat 11 December 2017

Country % owneérship Activities
Amaricas
Lily Partictpacoes Ltda Beazil 100 tHolding Company
W& Saatchi Brasi Comunicagdo Lida Brani 60 Advertising
M&C Saatchi Brasil Partiipacoes Ltda Brant 100 Holding Company
Santz Clara Particlpacoes Lida Brazl 25 Advertsing {Assodlate}
M8 Saatchiinsight Pesquisa & Planejamenta Lida Brazi 100 Darmant
M&C Saatchi, S.A,OE.CV Mexico a8 Advertising
Clear USALLC usa Bg Marketmg
LIDANY LLP sA 73 Direct Marketing
M&C Saatch Agency Inc. USA 100 Heldmg Company
ME&C Saatchi1A Inc. UsA 90 Advartising
M&C Saatch; Moble LLP USA 93 Mobile Marketing
M&G Saatch PRLLP usa an PR
M&( Saatch Share Inc. usa It Marketing
M&C Saatchi Sports + Emtertanment NY LLP usa 3 Sport Sponsorship & Entertainment PR Agency
Snepardson Stern + Kamasky LLP usa B& Marketng Consultant
MAC Saatch NY LLP UsA 100 Dormant
Workd Services US Inc. usA 0 Dormant
Clear NY LLP USA 100 Hokiing Company

- This subSitiary undertaling is exampl from the Comparees Act 2005 requrements relating 1o he audit of thew indwidual socownts Dy virtue of Sechon 4788 of the At 2s MEL Saatch ple has guaranteed the subsidiary company under

Section 479C of the Act.

“*" Witk the exception of M&C Szatci Network Lid and our South African subsiciares where aki our equity is directly held by M&C Saatch pic, al ather subsidiary companses’ equny 1S elther m part or wholty held indirectly wia subsifiaries of M&AG

Saatchi plg,

Most of our subsiharies, asscciates and Jont veniures (enttres) have different classes of 8quity 50 that board representatan reflects partes equity spiits, and minanbes can be protected from right changas, 1n all

other regards our enbhes equity ranks pan passu.

List of the entities local regstered address can be found in note 43,

M&G Saatche ple euists as g halding ¢ompany with al direct chent relatienshps performed by its indirect subsidarves The rasults of the entitles refleat the result of the Sroup less the results of M&C Saateh: plc.
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NOTES

Continued

3, Group subsidiaries continued

As at 51 December2017 Country Effective % ownership Actlvities
Asla and Austrafia

1440 Agency Py Ltd Australia 80 Dasign
Belwather Global Pty Ltd Australia 80 PR Agency
Baohemia Groyp Pty Ltd Australia 46 Media Agency
Brands In Space Pty Ltd Australia 80 Design
Clear Australia Pty Ltd Australig 80 Marksting Strategy
Go Studios Py Ltd Australia B0 Finished Art & Produgtion Management Studio
Hidden Characters Pty Lid Australiz H Branding and Digital Marketing
UDA Australia Pty Li¢ Australiz an Digital Marketing
MAC Saatchi Agency Py Ltd Austrafia ] Rdvertising
M&C Saatcht Asia Pac Holdings Pty Ltd Australia 100 Holding Company
M&S Saatchl Diract Pty Ltd Austrafia B0 Direct Marketing
M&C Saatchi Sport & Entertainment Py Lid Australiz 48 Sport Sponsorsivp & Entertainment PR Agancy
M&C Saatchi Meourne Pty Lid Austrafia 48 Advertsing
Park Avenue PR Pty Lt Australia 80 PR & Markeung.
Re Team Ply Ltd Austraba % Marketing
‘Saatchs Ventures Pty Ltd Austrake 0 Hoiding Company
Tneky Jigsaw Pty Ltd Austraiia 68 Marketing
eMCSaatch Py Ltd Australia 0 Dormant
M&.C Saatchi Advertsing {Shanghar} Ltd China 40 Consultancy {Associata)
Clear Asia Ltd Hong Xong 80 Dormant
ME&LC Saatchw Assa Ltd Hong Kong 100 Advertising
MAC Saatch (HIK) Ltd Hong Kong a0 Advertising (Assoaiate)
M&C Saatchi Communications Pvt Ltd India 95 Advertising
February Commurications Pvt Ltd India 0 Advertisng {Associate)
M&L Saatchi ftd Japan 10 Advertsing (Associate)
M&C Saatchi (M) Sda Bhd Malavsia 49 Advertising
Design Factory Sdn Bhd Malaysiz 4 Advertising
teligence Factory Sdn Bhd Malaysia 45 Adversing
M& Saatchi World Services Pakistan (Pvi) Ltd Pakstan 41 Marketing (jownt venture)
Glearideas (Singapore) Pte Lid Singapare 85 Markating
M&C Saalch Haldings Asia Pte Ltd gmgapare 100 Holdng Company
M&C Saalchi {S) Pte Ltd Singapore 80 Acvertisirg
ME&C Saatchi Mobile Asiz Pacific Pte Ltd Singapore g5 Mobile Marketng
Love Frankie Ltd Thailand 20 Marketing (Assosiate)
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NOTES

Continued

4, Summary accounting policies continued

Goodwill

Goodwill 2riging on the acguisition of a subsidiary 15 recegnised as an asset, being the excess of
cansideration pad over the interest i the far value of the identifiable net assets acquired. Gost
comprises the Tar value of assets given, habittes assumed {contngent and deferred consideration)
and equity nstruments issved.

In 2009 and before, whare the Group ncreased its stake sn a sehsidiary, poodwill equals the difference
between the consideration paud and the: fair valug of the minority interest acquired, In 2010 and
beyand, such balances are taken to reserves in accardance with 527, The amendment to the
standard dd not requere refrospectve restatement.

Goodwill relating to assoctates is included within tha carrying vatue of the nvestment in associates

Foliowing imtial recogniion, goodwil 15 carmed at cost less any sccumulated impairmant losses.
Goocwill recognised under UX GAAP prior ta the date of transition to IFRS is stated at net book valug
as at that date.

For the purpose of smpairment testing, goodwil 15 allocated to each of the Group's tash generating
units expected (o benefit from the combimation. Gash generating units to which goadwill has been
aliocated are t2sted for impairment annually, or more frequently whan thers s an indication of
impairment. Any impairment 1s recognised mmediately in the income statement and 1s pot
subseguenty reversed.

The impairment test 13 based on management's projections for the next five years and regional growth
ratss therasfter.

Goodwilt arsing from foreign investments s retranslated at the vear end rate.

Minority sharehalder put option liabilties

The equity partners Ja the Group's subsidianes hold put options that allow them to require the Group
to purchase their non-controliing interest on exerciss. The put aptions can ba exchanged for either a
varablg number of shares or cash. The Group has elected to account for these as put aphon liabilibes
under tAS32 and measures them at the present value of the amounts expected to be payable on
exermise; this 1s deemed a proxy for fax value. The fair value is remeasurad at each period end with
thg movements Deing recognised in the income statement in finance income cr cast.

Onmception of a put optian, the liabilty 1s recognised on the halance sheet and a corresponding debit
is inciuded :n the minorty Interest pt &ptian reserve (note §).

On exercise, the habihty 15 extingwshed, and its related minority mterest put option resarve is moved to
the non-controfling interest acquired reserve (note 53

Employee benefits — equity settled share based payments

In addition to the put option hattitles, some entbies have ssued put options which are forfeited on
termination of amployatent of the minoriies. As such, these arrangements are treated as share based
payments and acounted for under IFRS2, as opposed to [FRSS, The cost of such equity settled
transactions with employees is measured by referense to the far value at the date at which they arg
granted, mcluding assumptions over nor-market vesting conditions such as, profitablity and sales
growth targets. Subsequent changes in tha Iikelihood of achleving such non-market conditions are
refiected as adjustments o the share option charge over the vesting period. Where awards depend on
future events, we assess the Iikelihood of these conditiens being met and make an appropriate chargs
atthe end/nj each reporting period. The credit for equity settled fransactions is taken to retained
earnings.

Agsats and liabifties In respact of put optlons held by shareholders in associates are accounted Tor
as derivatives and not recognised untih the Greup gams control and fully consolidates the entity.

The remaining accounting pokcies, details of IFRS13 erarchy and additonat detals on the above are
set out In note 34,

Put option conditional shares awards

Tna cost of awards te employees of subsitiary undertalings classified as conditional shares awards 15
accounted for as a share ophion under [FRS2 and is charged to the mcome statement over the peripd
of the award.

n exercise, the share for share exchange is treated at nominal value or initial acgLéred value.

Dividends paid to employees of subsidiaries who have diti
employee ramuneration

| share awards are expensed as

&. Definition of terms

Foreign exchange reserve

For overseas operations, results are translated at the apnual average rate of axchange and datance
sheets are transfated at the closing rate of exchange. The annual average rate of exchanga
approximates to the rate on the date that the transactions cccurred, Exchange differences arising
from the translation of foreign subsidianes are taken to a separate companent of equity, Such
renslation diferences will be recogrised as income or expense In the period n whugh the operatiop is
dispased gf.

Gearing ratio
Gearing ratic is equal 1o net debt divided by market capitafisation at the baiance sheet date.

Key management

Key management has been defined 4s the persons discharging managesial responsibiities (PDMAs)
of the Group,
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NOTES

Continued

4. Summary of accounting policies

Bagls of preparation

The Group's consahdated financial statements have been prepared in accordance with International
Finan¢ial Reporting Standards (IFRS) as adopted by the European Union,

Golng concern

Given the streagth of the Group’s balance sheet, lts net cash, Its bank ovenants, the risks the
Groug faces (note B), the expected trading performance and the two-year cash flow projections, the
Directors have a reasonable expactation that the Group has adaguate resourcas to continde wy
operational existence for the forasasable future.

The Directors review the Group's profit forecasts and review monthly its balance sheet and cash flow
forecasts. Annually, or earlier f needad, the long term (greater than one year) cash flow projections
for the Group are réviawed bisad on anticipated scenarios and aequisitions If additional funding 1s
required, It 1s secured before expenditure is committed (nate 25},

Based on this the Diectors befieve the Group will continue as a going concern for the foreseeable
Tuture.

Headline results

The Directors befieve that the headling resuits and headiing earnings per share provide addtisnal
useful information on the undertying performance of the business. The headine results reflect the
underiying pre ility of the busi unis by 2fl effects of buying and selling equity by the
Group; and the accounting effects of the entreprensurs holding aguity in the businesses they run. This
résults in accountmg charges and credits 1o the income statement for the Group's far value kability of
its local entreprenaurs’ equity conversion rights, but does not account for the increase in the value of
the businesses.

In addition, the headine results are used for internal performance management and to caiculate
minority sharebolder gut option llabdamas The term ‘headiing’ Is not a defingd tarm tn FFRS Note 1
reconcies reported to headine results.

Our segmental reparting {note 2) reflects our headline results in accordance with IFRSA,

The items that are excluded frem headine results are tha amortisation er impairment of

A and
There were no f ac 3 K or changes during 2017 that affect these accounts.
There are significant future developments to revenue recagnition and lease accounting that are

described at the end of note 54.

IFRS glections

IFRS provides certan options avaiable within accounting standards, Material jwigements we have
made, and conbinue to make, incluce goodwill and intangible asset acquisitions where the Group does
not recognise the non-controfing imerssts share of goadwal.

Critical aceounting policies

Revenue recognition

Billings comprisa the gross amounts billed to chients w respect of commission based and fee based
income together with the total of other fees earned. Revenue comprises commission and fees earned
in respact of amounts bifled. Revenue and bilangs are stated exclusive of VAT, sales tases and trade
GiscoLnts

Each type of revenue 15 recognised on the fallowing basls:

a) Project fees ars recognised over the period of the relevant assignments or agreements, n ne
with incurred casts. The pnmary iput of all work performed under these arrangements 15 labaur
As a resutt of the retatronstip between labour and cost, there 1S normally a direct relationship
between costs incurred and the proportion of the contract performed 1o date.

b) Retamer fees are spread over the peniod of the contract on a straight-ine basis.

c) Commussion onmedia spend IS T d when the adver appear in the media

o) Where we receive volume rebates from certain suppliers fer transactons enterad into on behalf of
chents that, based on the terms of the relevant contracts and lacal law, they are either remitted to
clients or retained by the Group, ¥ amounts are passed on to clients they are recorded as
liabérties untit settfed or, if retained by the Group, are recorded as revenue when garned.

Subsldiary acquisitions

The acquisition of subsidiaries is accounted for usmg the purchase method. The cost of acquisitian is
measured at the aggregate of the far values of the assets given, liabilities incurred or assumed,
contingent consideration and the equity mstruments issued by the Group in exchange for contral, The
wdentdiabse assets and labilties (including contngent iabikties) accuired that meet the conditions for

assets {including goodwill and acquired intangibles, but excluding software) acquirad in business
combinations, changes to deferred and contingent consikderation and other acquistion related charges
taken to the mcome st impairment of in and investments; profit and loss
on disposal of associates, and the income statement impact of put aptron accounting and share based
paymant charges. Sea note 1 for a reconciliation between the Group's statutory results and the
headline results,
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r ion under IFRS3 are recogmised at their far values at the date of acquistion.

The interest of minority shareholders in the acquuree Is intially measured at the minonty’s proportion
of the net fair value of the assets, habilities and contingent labilities recogmsed.

All acquisition £osts are expensed t0 tha incama statement In the peniod that thay ocowr.



NOTES

Continued

8. Risk and rigk management continued

Liguidity risk

Centrally the Group ensures that bank facillies are availabie to meet the Group's Liguiclty needs,
Liguidity 1s momtored centrally and managed locally Spare ‘ocal cash Is released to the centre by way
of dwadends and loar repayments In managing its lquidity risk, management cansiders s net cash and
mininwses its gearing ratie, and where working capital is utfised 1o fund the business, management
makes sure that the Group has sufficient bank Tacdities to cope with an unwinding of posstive working
capital flows and to fund the Regateve working capital effect of revenua growth Our bank debt maturity
analysis can b sean i note 26 and finaneial liabfty maturity analysis can be seen i note 24,

Gapital risk

The Group's cadital reserves consist of 2lf its equity reserves with the exclusion of the minonty interest
put option reserve. Capital raserves safeguard the Group's $0ng concern, 85 well as providing
adequate return to its shareholders. The capitai reserves total £78,008k {2016: £65,995k). The Group
minmises the amount of debt 1tuses to finance s acimties, to reduse the risk to the sharehaiders.
Excess warking capital, whera legally possible, [s used to reduce debt Excess ash is used to invest or
i3 returnad to shareholders by way of dividend or through buying shares inta treasury Our key
process for managmg capital 1s regular Boars reviews of our capital strosture and needs.

Key estimates”

Manzgement's gstimates of the future profilability of the Group can ke significantly affected by smgle
account wins or losses, and to a lesser extert by the estimated phase of @ project, exchange rates and
undertying economic prawth rates. We have therefore based our astimates on the budgets for the
coming year and estimated grawth rates and margns thereafier.

Changes in these underlying assumptions could gnve nse to matenal adjustments as set out 1n the
following notes: note 17 —Intangible assets - goodwn estimation of value in use, note 27 - Minonty
shargholder put optians Lebllitles; and nota 30— Shara based payments — mibigl measurement of
Conditionat share awards

Sensitlvities to accounting estimates

Qur results and financial posibon are sensitive to assumphions madea in determining accountng

gstimates, in particular the regovgrable amount of a CGU {Ecodwill estimation note 17); vatuation and

recoverability of our nvestments in assocrates (note 20); valuation and recaverability of our corperate

venturing investments (note 22); and minerity sharehoider put opions fiabilties {note 27),

Key judgements

The mast significant areas where such judgemants apply are goodwill and other mtangibles, Tafities in

respect of put aphion agreement with nen-contratling int2rests, acquisiLon reserves, and taxation. The

key Judgements made are;

» deciding which of the Group's agreements with minarity shareholders are share opitons and which
are put options {whether created by way of asquisiion or pranically). This requires a detailed
assessment pf the tarms of the acquisition to determine whether any of the zrrangements are linked
10 continued employment or whether thare are any features that might suggest a porbon of future
pay arg linked to continued em

+ deciding to what extent tax losses are recognised as an asset n the balance sheet. This requires an
assessment of whether there is sufficient certainty that taxable profits will be made i future
pericds; and

« useful Ives of assets ~intangible: The judgement here is over what penod to amartise acquisition
intangiles. Due to the strength of the MAL Sazteh brand, and that a pumbper of the scqwsiiors
adopt this over time, the perods are typically short.

Projections

Projections take account of mznagement's viaw of the (ocal operations future profitability grven
expected market growth, inflatien, exchange rates and rapdly growing or shrinking markets, They
are based on our budgets for 2018.

They are used In calculabing te fair vawe of minority put Options, management’s assessment of vahug in
use caleulations, to identrfy goodwill smparrment indicators and in calculating the value of conditional
share awards.

JFAS13 disclosures with respect of fair value have been detailed in nota 34 and relevant notes

7. Operating costs

2097 2016
Year ended 31 December Nota £000 £000
Total staff costs 8 187,319 157481
Other casts 58,827 61,257
{Operating costs 246,148 718,138
Other costs nchide:
Loss/(Profit) on exchange 580 (869)
Amortisatan of Intangibles
- Actured intangibles 17 20 2,324
- Capitalised software 17 21 354
Goodwill Impairment 17 5214 -
Associate mpairment - 5738
Fair vatze on af on ition - a59
Prowvision against ivestments - 651
Depreciation of plant and 2quipment n 3,079 2,668
Loss on disposal of fixed assets 28 542
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5. Definition of terms continued

Met cash (Net Dabt)

Cash and ¢ash squivalents at the and of the year less external borrowings (excluding any capitalised
finance cost, financa leases and debt factoring).

Merger reserve

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

Minarity interest put option reserve

Corraesponds 10 the kutlal fair value of the habiity m respact of the put options at creation. When the
put option is exercised, the related amount 1n this reserve Is taken to the non-controling interest
acquired reserve. Al revaluations of put options are axpensed through the income statemant to the
profit and iess resarve.

Non—controiing interest
Contains the non-coatraling interests’ shara of equity reserves of our subsicharies,

Non-controlling interest acquired reserve

Fram 1 January 2010, 2 non-controlling interest acqured reserva 1s used when the Group acquires an
noreased stake ina y. If the stepped ition s due ta a put option then the non-controlling.
nterest acquired reserve is equal to tha minonity interest put ophion reserve transferred kess the book
valug of the mnority interest acquired. Otherwise the non-controling interest acquired reserve s
equal to the consideration paid the less book value of the minority interest acqedred. If the equity stake
in the subsidiary s subsequently sold, then balances from this reserve will be taken to retained
earnings

Retained earnings
Cumulative gains and losses recognised.

Shars premium
Premium paid for shares above the nominal value of share capital, whera that premiwm was not taken
ta merger resarve.

Treasury raserve
Amount paid for own sharas acquired.

6. Risk and risk management

The Group has entified specific categories of business eisk and developed policies for their
management afd control, as detailed in the Finance Diectors Report (Page 14). These policies are
xept under sonstant review as risk and risk perceptions change.
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Tha risks are (dentfied in the Dirsctar’s Report:

« Client risk (see below) = Cyber nsk
+ Staff nisk = internal contral risk
= Locaton risk = Regulatory risk
= Associated risk = Economc and political rigk
+ Finance risk (ses below) * Investment risk (nota 17, 20 and 22)
Financa risks and thelr effect are as follows:
» Currency risk * Interest rate nsk
(see beiow, and note 23 and 24) {note 13)
+ Credit risk + Share price fsk
{note 23) (note 27)
Income stat currency exp e

The Group's results are presented in sterling and are subject to Auctuation as a result of exchanga

rate movemants. The Group continges (o review fs expasure to exchange rate movements and

conswdars methods 10 raduce the exchange rate risk.

2017 profits would have changed as fodlows, had average exchanga rates been changed by:

Increasa/(decrease) increase/(dacraase)
Exha N Inproffit Mur% Inprofit mlﬁ
ngy rate
+10% (1,104 (655)
(10% 1,549 800

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

Cilent risk

The Group does not have a substantial market share in any market. The key risk the Group is exposed
%015 the ioss of zlients. The Group has poliies to monitor client feedback and act whera there are

155085,
217 E-yl
Lergast cients as a % of total revenue % %
Tap chient 54 49
Top10 318 Fak]
Top 15 39.8 4.5
Top 30 528 54.2
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7. Operating costs contiied

B. 8taff costs
Staff costs (in¢luding Directors) camprise.

2017 2%
Yesar-gnded 31 December HO60 £000 017 o018
Operating iease rentals Yearenced 31 December £000 E0D0
Plam 718 54 Wages and salanes 148,546 121,233
Property 8,580 7,556 Soral security costs 17,498 15,085
8,108 8,070 Defined contribution pension scheme costs 20012 1897
Proberty subiease receipts (188 (180} Other staff benefits 5,148 4650
£,908 7,000 173,204 148,665
17 2016 Acquisition related remuneration
£00 o All and dividends paid to Conditional share award hokiers. 389 540
[¢ n
Piant and equipment cost with Isaver prowision (note 18) 225 2719
Co ts for future lease p under nonre 5ie 818
operating leasas, which fall due as follows: Share based incentive plans
- Within ong year 1,026 913 Equity settled 13,501 7997
= Between two and five years 206 1,134 Total staff costs 187,318 157,481
1,832 2,047
Property Staff numbers
Commitments fer future minkmum lease payments under non-gancellable uK 783 743
operating leases, which fall du as follows: Europe 368 105
- Within one year 8,754 8059 Mhddie East and Afnca 314 bred
- Between ane and five years 28908 31995 Asia and Austraia 8 1
— Groater thap five years 3,954 1,033 America 0 561
42,817 52,085 2,483 2318
Sublease receipts
Commtments for future avnimum lease recelpts under ron-cancalabie
operating leases, which %3l due as follows:
- Within ang yaar (538) 1432}
- Between ons and five years 223570  (1.4554)
- Grgater than five years 1592) (384)
(3,388) (2,570)

For {further detalls of financs leases, see i note 25.
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B. Staff costs continued
Pensions

The Group dogs not operate any defined benefit pension schemes. The Group makes payments, on

10. Share of assoniates and joint ventures

2017 216
behalf of certain individuals, to personal pensicn schemes. Yaar ended &1 December 000 £000
Share of associates’ profit before taxation 2,508 1,881
Payments of £1,302k (2015: £1,697) were made n the year and charged ta the ncome statementin the Share of associates’ taxation €11 (451)
neriod they refata ta. At the year end thers were urpawd amounts neluded within accruals totaling 1987 1,530
27266k (2016: ET56K). L '
Key management remuneration For further details of associates, see note 20,
2017 2016 )
£000 £000 11, Finance income
Short term employes beneft 3,017 3,062
Post-amployment benefit 17 17 Year anded 51 Decernber 201§ ggjg g‘g
Share besed 1152 1366 Bank interest recevabie 200 28
Total 4288 445 Other nterest ¢ 89 102
Total interest receivable 289 443
9. Auditers’ remuneration Fair value t0 munordy shareholder put opbon habilties (naote 27) 3,037 -
Services grovided by the Greup's Auddors and netwark firms. Total finance incoma 3,328 440
27 2018
Year ended 31 Degesmber £000 £000 12. Finance costs
Audit services
Audit of the Company and its consolidated accounts 258 238 v ’ 2007 018
Audit of the Company’s subsidianes pursuant to legslalion 281 o B:;"I I:"’EM: Decer ""E L (1;.:) (1,‘:;2“?)
548 haud Interest payabie on finance leases (@) 4)
Other services provided by the Auditors Totalinterest payable M8 20
Taaaten sempiance snoces - n Far vake to minory shareholder pu option iabiltes (1te 27) - e
fi st
Other agvice P 1 Tota finance oo (1,346) (1,826}
123 il
Total B2 261
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13. Interestrate risk

The Group is exposad 1o interest rate sk on both nterest-beaning assets and habilhes. The majority
ofinterest paymg and garming assets are exposed to UY, interbank rates {non-sterling denonunated
Ioans arg at local interbank rates). An analysis of net interest by cur segmented geographic regons
1s provided fn note 2

At the year end, the Group had 2 240 Om bank facity, which expires in April 2020. On 23 Navember
2017 1t was agreed that this tzcifity would only reduce to £38.0m on 31 December 2019 ang £36.0m
on 31 December 2019, The facility can borrow in sterling, US dolfars or euros. At 31 December 2017,
£37.7m (2076: £28.6m) of this loan was drawn down.

The Group regularly reviews its treasury Structures (o minimise commercial Interest rate margins,

For further getads of Group berrowmps, see note 25,

The differances between the actuai tax and the standard rate of corporation tax in the UX appled to
profits for the year are as follows:
m? 2T 2018 016
£000 %

Year ended 31 December 2000 %

Profit before taxation 8,302 6,791

Taxatian at UK corparation tax rate of 18.25% (1,781) 18.3% {1,350) 20.0%
(2018: 20.00%0)

Tax effect of associates 373 -4.0% 308 -4.5%
Non-controling interest share of partnership ncome 321 -3.5% 487 6.0%
Expenses not deductible for tax {2BY) +3.1% (484) +71%

Option charges not deductble for tax
Differgnt tax rates applicable in overseas junsdiclions
Effect of changes in tax rates on deferred tax

(1,820) +208%  [(1,698) +25.0%
@08y +8.5% (826) +12.2%
(1,865) +17.9% - -

Withhg!ding taxes payable 21} +0.2% 49 4.7%
Utiisation of previously unrecognised tax losses 817 -BB% - -
Recopnition of previously unrecognised tax losses 121 -1.3% 1093 181%
Adjustment for current tax over provision in prior periads (825) +6.7% 04 -15%
Tax losses for wiuch no defarred tax asset was recognised 4D 5% (107 6%
Farr vatue adustments on minority sharehotder put options 584 -6.3% (119 +1.1%
impairment of goodwill and i in L - (B78) +129%
Total taxation 4,758) 50.9%  (3,451) 50.8%
Statutory tax rate 50.9% 50.6%

14, Taxation
2017 206

Year gnded 31 December £000 £000
Current taxation

Taxation in the year

- U 1,608 i)
- (Qverseas ' 5,266 3,700
Withhoiding taxes payable 21 (493
UtRisation of previously unrecognised tax losses”™ 817 -
Ad for Under {over) prowision in prior penods® 825 {104)
Total 8,804 4,438
Deferred taxation

Ongiration and reversal of temparary differgnces {3,612) 106
Reoogniion of previously unrecognised tax losses*® (121) (1,093}
Effect of changes n tax rates 1,685 -
Total {2,088) (987)
Total taxation 4,736 3,451

* Inthe most part, thes refates to our US effices.
** Recogmsed o reflect the probable future corporation tax that we can reciaim.

b4

Wa expect large variation in future statuzory tax rates due to share based payments (option charges),
put options and mvestment in subsidiaries belng capital in nature a pon-deductible to corporation tax.
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14, Taxation continued
017 WU WE 2008

Year ended 31 Decembar £000 %, £000 %
Headline profit before taxation (note 1) - 21,655 23776

Taxation at UK corporation tax vate of 18.25% (5324) +19.3% (4,755} +200%
(2016: 20.00%)

Tax effect of essociates 373 -14% 306 1%
Non-controfing mterest share of partnership income 327 -12% 467 -2.0%
Expenses not deductible for tax (287 +1.0%  {484) +20%
Different tax rates N OVErSeas Jur (1.880) +6.7% (1,055) +45%
Effect of changes in tax rates on deferred tax (282 +1.1% - -
Withholding taxes payable 2 0.1% 8 0%
Utiiisation of previously unrecognised tax tosses B17T  -3.0% - -
Recopmition of previously unrscognised tax losses M -0a% 1,193 -5.0%
Admistment Tor current tax under provision m polor perods (625) +23% 104 -0.4%
Tax I¢sses for- which no deferred tax asset was recogmsed (43) +D.2% 65 -0.3%
Headlne taxation (note 3) {8,83) 24.7% (4,110) 17.3%
Headlne effectve 1ax rate 4.T% 17.3%

As can be seen above, the largast dnver of headiine tax charge is our local entities profitability, jocal
tax rates, and r of previousty uns tax kosses.

In Dacember 2017 legislation was passed that reduced US (ederal tax rate from 35% to 21% from
1 January 2018, this has caused a revakation of 3l deferred tax at tha year ene, This has resulted
n & short term sffect of increasing the tax charge by £282k, and by a further £1,373k due to the
remeasurement of deferred tax on intangibles and shares awards.

In previous periods, there was volatiity in US sarnings. However, due to the continued strength of the
US business, natably the operations of M&G Saatcht Mobile and certam acquisstions, the previously
unrecognised US deferred tax assels have now been recognised in full.

The adjustments mada for current Lax under provisions in prior perods refiects amendments mada
10 1he 2018 tax provisions following compietion of 1he related Feturns 1o the Authormies. The largest
portion of the adjustment relates to the treatment of profitsin the US, where the Alternative Minimum
Tax apphes.

While thare remans same uncertawnty over how Brexit may wipaot tax legslation, the combmation of a
reduction in tha UK and US Corporalion tax rates are Tikely 1o mean that our tax rate (both headting
and statutory measures) are fikely t0 reduce sfightly w future perads,

15. Deferred taxation

Deferred incame tax assets and izbiities are offset when there is a [egalty enforceadle mght to offset
current tax assals against current tax hablliies and the Group intends 10 settlg its current tax assats
and llabiities ananet basis,

As wall as the reduction in |JS rates mentioned above, a reduction in the UK corporation tax rate from
20% to 18% (effective from § April 2017) and to 1B% (efectiva 1 Apiil 2020) were substantively enacted
on 26 October 2015, and an ads r w0 17% 1 April 2020) was substantvely
anacted on 6 September 2016 Thi will requce the company's future current tax charpe accordingly.
The deferred tax assets and labiiities at 31 December 2017 hava been calculated based on these
rates.

2017 2018
At 31 December £000
Deferred tax assats 4,797 3n2
Deferred tax kabities {781} {380}
Net deferred tax 4,056 2,132

The following s the deferred tax asset {habifity) recagnised by the Group and movements in 2017
and 2016

Warking
Caplital Tax capital
Intangihles. aBowances lsses differences Tatal
£000, 200 £000
At 31 Dacember 2015 (35%) B3 532 1,184 146
Exchange differences (B3) 1 173 186 303
Income statement credit/{charge} 2 (48) o] 82 987
L 4 - - - “
At 31 December 2016 308 44 o 1452 2,132
Exchanga oifferences (35) 2 &) 43 (24}
Income statement credtt/{charge} 1438 15 573 40 2068
Acquisihons 738 - - - 735)
At31 a7 LI &1 1,083 1,535 4,038

* Acquesibons dre included in dererred tax fabiites
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Continued
15. Deferred taxation continued 18. Dividends
Unregognised deferred tax asset in respect of carmed forward ta losses.
2017 2018
Deferred Year ended 31 December 5000 £000
nLu;); taximpact 2016 final dhndand paid 6 44p on 7 July 2017 (2016 580p)° 5,032 2,084
£000 ;
017 interim dvigend paws 2.13p on 10 Novernber 2017 (2016: 1,85 1,16 1374
At 31 December 2016 aX5 1673 ' pezle ver ¢ 2 T
Exthends differences (195} 1)) - -
Dispesal of dormant entities (441) (131) * 2015 dvidend has been restated to reflect tha number of shares in issua when the dividend was paid, s oppased to
Losges uilised inyear . 2,554) @1 the number of shares in gustence at 31 Decamber 2016
Losses in year - - The 2017 propased final dividend of 7.40p, totaling £5.996,827k The dividends relate to the profit of
At 31 Decernbar 2017 2525 574 the followng years:
Expiry date of losses: Year snded 31 Beoombyer i i
077 2018 Interim dhedend pald 2.13p on 10 Navernber 2017 (2016 1.85p) 1,718 1,374
e £000 £000 Final divdends payable 7.40p on 6 July 2018 (2016: £.44p) 5,997 4,876
0On; tp five years 387 26 7,13 6,250
Fiva to ten years -1 Headling ddand cover 23 25
Teh years or more 187 336
Total 574 1573 Headiine dvidend cover 15 calciiated by taking headline profit after tax attnibutable to equity
shargholders and dividing t by the totai diwdends that relate to that year's profits. The Group seeks te
A deferred tax asset in respect of certain losses in overseas terrtorres has not been recognised as maintain a long-term headine dwidend cover of between 2 and 3 Retamed profits are used to reinvest
thete i3 insufficient certainty of future taxable profits aganst which these would reverse. 1n the long-term growth of the Group through funding workmg capiial and nvesting actvities; and to

repay bank debt.
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17. Intangible assets

Brand Customer

Brand Customer
Goodwll name relationships  Software Total Goodwil name relatlonshits  Software Total
£000 £000 2000 £000 £000 £000 £000 5000 Zom0 £00
Cost Apcumulated amortisation and
Al 31 Decembar 2015 3m 4,163 6,556 1635 46,175 Impairment
Exchange diffarences B4 264 328 134 1597 At 31 December 2015 8,040 3038 5958 A
Acguired - - - 38 8 Exchaage dfferences 1 20 28 13 582
; Amortsation charge® - 1957 1,087 354 2,678
Azqureq hraugh Business 3z zaed 4757 - s Dusposat _ - @ aom
Drsposal - - - 34) (134) Disposal of subsiiary - (85) - - (55)
Disposal of subsidiary - (85) - - (65) AL31 D 2016 8041 4410 7223 1,18 20970
At 31 December 2016 £1.967 6,646 11,841 1720 71974 Exchange differences RYE 12) (43} B (193)
Excharge dfferences (1,502) (221) (367) @ (2930 Amortsation chargs” - ng 1902 o 2,233
Acqurred - - - 382 382 Impairment” 5,214 - - - 5214
Acouirsd through business a5 1990 801 PRI Drsposal = - I -/ )]
combination } ! " At 31 December 2017 13,113 5,217 8,480 T4 21,534
Tisposal - - - (6493) {633)
At 31 December 2017 54,816 8,395 11,875 1,865 78,048 Net book value
At 31 December 2015 25,731 1125 598 B2 98286
AL31 Decamber 2016 23926 2236 4518 524 51004
4131 December 2017 W03 3378 3395 1139 48515

* Charged to ncOmg statemant,

Cootwil's accumulated amortisabon and impairment all reiate to mpairments, brand name and
customer relationships relate 1o amortisation and imparrmants, and software relates to amortisations.
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17. Intangible assets continued
Gaodwill 1s allocated 10 the Group's cash generating umts {CGU). Goodwill is mads up of:

Goadwlill * Goodwill

31 December 31 December

17 2016

Gash genprating untts (B6US) £000 £000 Seament

ME&C Saatch UK Group 5,877 5977 1:4
LIDA Ltd 1442 1,462 UK
M&G Saatchi Sport & Eatertanment Lid 650 690 Uk
M&G Sastch Export Lid 600 600 UK
M&L Saatch: iWobie Ltd 1,814 1814 Ux
M&C Saatchu Meriin Ltd 538 §39 UK
Clear daas 1td 9,508 5,508 UK
M&C Saatchi Bertin Gmbk 1,375 1,3% Europe
M&C Saatehn Madrid S.L.* 438 - Europe
M&C Saatchi Middie East Fz LLC (Dubary 665 749 Mddle East and Africa
e oo« Iteractue (P L0 250 248 Welde Ezst and Africa
Y T Aency (T L1 1,067 ~ Mtela Eest and Africa
WG Saatchi Agency Pty Ltd (Austrafia) 2,870 9,758 Asta and Austraha
Bang Pty Ltd {Australia)* - &2 Asia and Australia
Boherna Group Pty Ltd (Australia)® 1,853 - Asia and Austraha
Shepardson Stern + Kaminsky LLP* 5376 10,951 Amencas
LIDANY LLP 5,199 5,682 Amencas
;‘nat:gglg four CGUs with goadwll less 1005 980 Various

Total 40,305 431,826

* Apart fram these CGUs, whose movements are descnbed i this nota, 2l ether movements are due 10 ¢xchange
{note 18).

Googwilk and ather intangibles are rewewed for imparment annually or mare frequently if Bvents or
changes in circumstances Indicate that the assats may be impaired. AR Tecoverable amounts are from
future tradmg and not from the sate of unrecognised assets or other intangibles Le. the value In use.
The 2017 review was undertaken in the last quarter of the year in coryunction with our annual business
planning process, fue to continuous poor trading resulting in management changes it was detided o
fully Impair Bang Pty Ltd; in addition as a result of reduced client spend and some client losses it was
decided to fully impair customar relationships, with a pertial imparment of the brand name arxd
goodwill of Shepardson Stern + Kaminsky LLP {$S+K). This resulted in goodwill impairments of
£5,214Kk (2618 nil)
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Management have approved the foracasts for 2018 and have prepared addiienal projections based on
the 2018 numbers for the next four years. These were vsed as the basis for determining the
recoverable amount of each CGUL In making the farecasts management has reflected on past
performance and the present business and egonomic prospect. Details of uncertainties in Qur
forecasts are described In note §

In conducting the review, we used 2 year five onward residual growth rate of 3% for all countries with
the exception of South Afnca where dug 1o inflation we have used 10% and 4 market beta of 10 for UK,
1.0 fer Europe, 1.0 for USA and 1.2 for rest of world.

The pre-tax discount rates are based on the Group's weighted average cost of capital adjusted for
specific risks relating to the country and market n which the CGU operates

Pre-tax Pra-tax

Residual  discoumt  discount

wih rates rates Tates

2015 and 217 a7 mis

Key ASSUmptions % % %
UK 3 11-13 113
Asia and Austraka 3 1z-18 1217
Middle East and Afrca 310 10-24 10-14
Europe 3 12-18 1218
Amercas 3 12-14 1314

We do expect the residual growth rates 10 exceed the lang-term growth rates for these types of
business w gach location and the growth rates above due to the CGUS' smali market share and the
abiiity of our entreprenewrs ta oreate new offenings. However, refiacting on the rapadly changing
nature of the markeung communications industry, far prudent testing PR poses we have used
consarvative reswdual growth rates.

Management are satisfiad, with the exception of the companes acquwred or impawred in the year, M&C
Saatchi Middle £as1 Fz LLC (Cubai) which was acquired in 2016 and Clear ldgas Limried that was
impaired m 2014, that no possible changes in key assumptions, apart from a significant loss of clients
by a CGU, would cause the recoverable amount of any of our CBUs to be below thew carrying amount
In relatign to S5+X an increase of 1% in the discount rate would give additional impairment of £7484, &
reduction of 10% in the forecasted profitabiity would result in an additional impairment of £626%.
Excluding S5+K whick was mnpaired i the yéar, the folliowng adjustments o key assumphians results in
the following Impairments:

Annual profit forecast reduced by
Discount rates ncreased by 0% [els] B0)%
[i:] - - - 258
1% - - 1 486
* - 64 548 1,440
2 297 429 1893 3473
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17. Intangible assets contnued
8Srand name
This Is made up of the brands that the Gro:p gained by way of acauisition

Income statement effects of 2017 acquisitions
The rasults of thesa three acquisitions included in the consolidation and their fulf year results:

Levergy
Year Cost@T  Cost26 Amortisation Bohemta M&C Marketing
Brand name CGU acquired £000 £000 periad Group Saatchl Agency  Tatal
Clear Clear 1eas Lid 007 2,640 2640 3 years” EDI:I - — Note Piyltd MadridSt . (PIY)LId ___£000
nside Mablle M&C Saatom Mobile Ltd 2010 103 103 Immeolately* %:’::' “‘:"’s ; . ZFebriary  ZMarh 3 m‘::;
Divect Gne M&C Saston GAD SAS 2010 a8 B Impaved R o s Sl.0% - S01R 14
Bang Bang Pty Ltd (Australla) w2 276 W 3years” evenue n cansofdation 4724 243 B2 1481
Profit befere tax In consolidaten F21] 369 BT 1,481
Samuelson Talbot & Partnars 2013 29 50 tmmediately*
STaP Pty Ltd (Australia) mediately’ Full year revenue 547 26 2030 10,178
Merlin Ente M&G Saatchi Mertin Lid 2013 188 186 Immediately” Fillyear proft before tax 709 w0 160 1,080
Lean Mean Fi .
Machwe BIOE gt Saatch (LK) L1 e B2 B2 Immediately Goodwill at date of 2017 acquisition
Heavenspot M&C Saatchi LA Inc 015 62 64 Immediately* Bohemia Mac m
Ben Natan Golan  M&G Saatchi Tel Aviv s 585 550 Immediately” - Group saatehl . m m
Note Ptyltd Madrid BL 5
Creatve Spark  GreeUve Spark feracie 018 281 N8 3years Considaranon, satsfed o7
MB&.C Saatchi Middle Fast Fz . Cash 18 1285 2 o 2280
Expression ue 086 23 25 Immediately Equity 1502 _ _ 1502
SS+K Sh:pardsnn Stern + Kaminsky 2095 1,528 1610 3years” Contingent consideration 76 - - 1,056 1,058
u ge rate (15) - 2 %
MCD LIDA KY LLP . ;:g ? 89 Syears Total consideration 2770 7 201 4852
Bonemsa Bohemz Graup Pty L 1,468 B 3years Less — Fair vaiug of net assets made up of:
Levergy }g}’%“ﬁ Merkeung Agency w017 e - 3yers Brand name intangitie 1,561 - oW 198
N N 5,395 6.606 C relanonshup intz2ngivle - - 801 am
Software 474 - - 474
* Fully amortised at year end. per 2017, Plant and equipment 822 255 67 1,144
Usedul ife changed from 5 years 10 3 years 31 Deceml - Defarred tax assat 3 _ 6 a
18. Acquisitions Other non-current assets ~ 18 n 38
Ouring the year, the Group made acquisitions in Australiz (Bohemia Graup Pty (td), Spain (M&C Cash 18 803 462 263 1528
SaatchiMadnd 5.1.) and South Africa (Levergy Marketing Agency (PTY) Ltd) to enhance its service Other current (Fablibes)/assets (1.382)  (1,296) 62 (2,548)
and offening. Deferred tax liabity (468) - (309 wam
The acquisition of 25.1% of M&C Saatchi Madnd S.L. was for contingent consideration and was valued Other non-current kablties (435) (346) (16} @en
at acquisition at nil, and in return for the Group lending tha company €497k ane buying £3k of new Nen-controlffing mterests share {11s) a7 - (288)
shares. The transachon converted an assod/ate (note 20 to a subsidiary, with the fair value of our - Total fair value of net assets 638 (420) 1,123 1401
associate interest at acquisition estnated at nil. Goodwill arising 7 2,014 am 955 3451

Goodwill relates te the valug of the busingss’s StafT and synergies with the Growp's combined client
portfolios Thers is no local tax dedection for gacdwill,

* The Non-controling mterest share of Levergy Markating Agency (PTY) Ltd goodwil has been capiatsed.
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Continued
18, Acquisitions continsed Goadwill on 2016 acguisition
income statement effects of 2018 acquisitions
Shepardson MES
Shepardsan M&D Stern + Saatchl
Stern + Saatchl Kaminsky  LIDANY Middig East Total
Kaminsky  LIDANY Middle Eagt Tatal 2016 Hate Lp LLF*  F2LLG £000
2016 upe 11 FzlLlt £000 Cansideration, satzsfied by
Date of acqusiton 1Merch  1March  1March Cash 4,568 7818 1921 13407
Revenue in consalidabon 10,871 8015 n 19,383 Fair valug of 2ssomate 7,700 - - 7,700
Profit before 1ax in consoidation 1891 578 () 2275 Excirange rate adustmant 1,92 750 43 2,095
Fut year revenue 158 86 A G Total gonsigeration 3860 B 1164 23202
Full year profit bafore tax 1,645 770 (o) s Less
- Fair value of nst assets made up of -
Brand name intangble 1,570 589 25 2,984
Customer relatonshy ntangibie 2175 2,298 284 4,758
Plant and equipment 970 2 7 1,189
Deferred tax asset 15 - - 15
Other ner-current assets 146 - - 148
Cash 1610 1,254 31 2,885
Dther cixrent (Eabimes)/assets (2,158) (1,477) [:1:] (3,568)
Non-controfling mterests share (1,918) - - (1,918}
- Total fair value of nef assets 2,508 2,885 415 5,810
Goodwill arising 17 10,951 5,692 49 17,592

* An external ndependent valuation was carfed out on Shepardson Stern + Kaminsky [LP and 1IDA NY LLP
Intangibles.

Goodwalt refates to the value of the bustness's staff. There 15 local tax detfugtian for gopdwill {with the
exception of UAE where there 1s ng tax).

As part of the Shepardson Sterm + Kaminsky LLP acquisitor, pul oplions were negotiated over
remaining capstal rights (note 27),

LIDA NY LLP sharehoiders have put options that have been defined as & share based payment (note 30)
as payments are redistributed amengst rematning employees on termination of employment (collective
or ndividual) and therefore have been acocounted for within staff costs (note 8) n accordance with
IFRS3. As a consequence, the non-controlimg interest charge 1s taken as a staff cost in statutocy
accounts {far headline numbers, to aliow comparabilty to rest of the Group, the non-controlling
interest charge 15 included i non-controfimg intarast).
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NOTES

Continued
19. Cash consumed by acquisitions 20. Associates and joint venture
The Group nvests in assocales and joint ventures, either to deliver its services 1o a strategic market
M7 2018 place or to gain strategc mass by being part of a larger lacal or functional ntity.
L00¢ 2000
Cash consideraicn The following assaciates and joint venturgs are included i the consokdated financial statements.
— Bonemia Group Pty Lid (1.285) -
~ Lavergy Marketng Agency (PTY) Ltd (95D - country af o o
- Shepardsof, Stern + Kaminsky LLP (170)  (4,568) incorporation investment inagsoalate  share capial hed at
= M&C Saalchi Madnd 5.L. @ - BN ey on - 2017 218
- LDANY LLP - s T
~ M&G Saatoh Middla East F2 LLC ) - e WalkerMadaLimvisd  Media buying UK 10748 1087 2% 2%
— Bmall purchases of non-controling interest’s equity (28) (344} Furope
- Deferred and cansiderahon pad {note 26) - (1,966) MA&C Saatoh Russia
(2478)  (15,717) Limited Adverysing 1.3 ~ - 50% 0%
Less cash and cash equavalents acquved 1,528 2,835 M&C Sazich Madnd
R L Advertising Spain - - 51% 5%
WM& Saatciy istanbd Advertising Turkey 449 460 25% 25%
Middlie East and
Africa
M&C Sastchi SAL™ Adverising Lebanon - - 10% 10%
Asla and Australla
M&C Saatem (Hong
Kong) Lenttad Advartising, China R11G  7529 40% A%
February
Communications
Private Limited Adverusing India 280 bl 20% 20%
MEC Saatchi Ltd Advertising Japan 18 -~ 10% 10%
M&G Saatths Worid
Serwces Paklstan{PVT)  Development
wtd (joint venture) COmMUnKtions Pakistan - - 0% 50%
Love Frankie Lig Advertising Thajiand 11§ 114 26% W%
Americas
Santa Clara
Partici Ltda Adyertising Brazi - - 25% 25%
Total 18725 18,277

* I Murch 2017 a controling stake wes acquired (ot 78)
** Influence exorted through our board and
courtnes in tha region

thig earty serviees othey

61



NOTES

Continued

20. Associates and joint venture continued

All shargg in assoeates are held by subsrdiary companies, and have ne special tights. Where the
asstoiate has a mght ta yse pur brand name we have a right 10 withdraw the brand name to stop 1t
aing {ost, or profedt it from damage. in the case of joint ventures, afl key decraions have to be jomtly
agried. The risk the Group s exposed to from its assomates and joint ventures is pur investment, o
brand name and undistributed dividend flows.

Middle
Eastand  Aslaand

UK Eurcpe Africa Australla Amerlcas 2017 018
£000 £000 1000 000 £000 £000 2000
Balanee shaet
Total assets 87,582 Ina 2,085 1.782 2,785 98,888 86,852
Total (77,847} (271) (8,846 {4,0268) (3.415) (94.388) (78.08%)
Net current assets/ } 8,141 103 (8,781) 3758 (1.230) 5589 8,769
Our share 2,428 26 {678y 1453 (307) 2925 3817
Losses nof recognised - - B78 - 307 985 886
Goodwill 8,322 424 - 1,088 ~ 15815 14574
lwestment in associates 10,748 450 - 859 - 19,7256 19277

2017 2015

200
ALY January 18277 24,811
Exghange movemenis 287 25N
Acquisition of assodiates - 3,605
Transferred to subsidlary following acquisition” : - 9,215)
Impairment of assocate - (3,738)
Dividends (+,808) am
Share of profit after taxation 1,887 1,530
At31 December 19,725 007

" A controlling stake 1 M&C Saatch Madnd S L was acquired o the year, winch was held at anil book value.
Summarised financial Information

4 Middle
Eastand Aslaand
Africa

UX  Eurcos Australia Americas Figrd 18

— 2000 £000 2000 £000 000 £000 £000

Income statemnent

Revenue 22,848 a12 3197 6,881 4,330 38,158 39583

Operating profit 8,480 (6) (89%) 1243 242 9,007 Ba

Profit before taxation 8,506 23 (1,13%) 1,258 Bg 8,736 5,998

Prof after taxation 8,550 13 (1,138} B8D 25 BAd7 4934

The Group's share of the

FEsults of assoriates 1,833 3 = 351 ~ 1887 1,530

Dividends recenved from  °

associates in the year 1,782 20 - - ~ 1,806 117

82

The UK 15 represented by Blue 449 (Walker Media Limited), which contributed all the profit during the
perod, As such, the summary financial information has not been disaggregated further as, inthe view
of the Directors, this would produce a note of disproportionate length given the matenality of the
mnvestmans held



NOTES

Continued

21. Plant and equipment

et book value of assets, inctuded in the above balances which have been purchased through firance
lease arrangements are.

Furmniture,
tings and -
Leasehold other Computer Maotor ﬁiﬁr@lﬂd
mpr vehicles Total Leasehokd cther Compiter  Motor
£000 $000 £000 £000 fo00 o vehicles Total
Cost 2000 £000 £000 000 £000
At 31 December 2015 7,208 6426 5,483 40 18,747 At 31 December 2075 - 12 119 [} 209
Exchange differences 47 436 g 32 1,403 A3 D 2616 - 5 83 95 189
Additions 2,088 1,606 266 2 3,980 At 31 December 2017 - = A7 12 158
Acquisition of subsidiares 51 269 191 0 1,201
Disposals (570) (483) {483 {36)  (1.672}
Drsposal of subsiciary - (69) (44} - 13 22, Other non-current assets
At31D ber 2016 9,344 8.576 5,871 56 24,548 2017 2018
Exchange tiferences (185) (50) (76 [ 1260) - 00 200
Ddditions 13 38 17 3 e Investments s760  B758
Aeclassfications _ (1.060) 1,060 _ _ Other oebtors including rent deposis 1,223 1,380
Acquisttion of subsidiaries 8 170 % 75 1144 Loans to empioyees™ 2,268 2,263
Disposals (58) (85) {405) (8N {685) Calt option provision 54 54
At 31 anz 12,265 1843 8,245 108 28,658 Total other non-current assets 4,325 7,455
Depreciation * The Group sngages a corporate vanturing by iwesting in start-up companies that have technologies that relate to
At 31 Decembar 2015 3,323 4,069 4,105 53 11,550 or could enhance the servces the Group provides, or could become users of the Group's serwces. Under IFRS13,
these dems are vakied as lavel 3 nanclal instruments e have besn recorded at cost, winch was deemed far
Exchange diferences. 3 it ] 333 16 923 value on the date of acquisition. Givest the start-up nature of thesa investments, these are not remeasured to far
Depreciation charge 967 410 1,265 25 2,668 valire al Bach reporting date, as Eair valie cannot be redlably measared. However, the values of thess investmants
N s 333 (205 41 o 1130 are regultarty reviewes and considersd for imparment, which would be recorded in the Ingome statement
Disposal (333) ] (471} 31 {1130 immediately Three entities have baen impaired, being scaled down operabons, and no ahernative vaiue to their
Disposal of ¥ - (48) (38) - (B4) assels The Group ?:en::nlg realise its ivestments over a three to ten-year period eithar through sate of the
A1 31 Dbcembar 2016 Y R B 1397 e istrakan st Soith Afrcan Loans
Exchange drfferences 40) 34) (56) 1 (129) The Australan Lgans relate to AUDJ.3m {batanca at 31 December 2016, AUD3.1m) Joans that tha Group tent focal
- managament of M&C Saatchi Agency Pty Ltd, in 2015, to enable them to acquire 20% of that businass The full
Depreciatron charge 1.3a7 1038 654 » sone recourse loan 1s repayable In ful f the purchasars ro fonger have a bengfical ierast in iha shares of the
Reclassdications - (3100 310 - - Australian Group, 00 are no Knger employed (though the equity can be held when gt employed). The loanis
B unsecured and charged mterest 4t 0.1% above the five-year Austraban intesbiank rate at the date the loian was
(8} (12) (404) (6) {490) advanced. The carryng value of the foan approwmated to far value.
The South Afncan Loans refata to 2435k (bafance at 31 December 2016, £435k) loans that the Group lant bocal
At 31 December 2017 5,557 5054 5868 8 16387 managemant of its South Afncan compantes to enable them to acquire equity in the South Afncan Group business.
Net book vatue :’hhasﬁ‘;u“mrﬁurnigznsam repeyaote in fl i he. mr?hlasz:niu longer have 2 b;n:ﬂdm imarmm&e shares of
At 31 Dacambar 2015 3,965 2757 1388 87 8,187 e nean Group, o are no longer employed. The Joun is unsecured and charged interest at 2% above
" " ' g LIBOA The cay valug of the loan appromated to fair vaue
At 31 December 2016 5,686 4,164 677 22 10,619 roné
At 31 2017 6,708 2918 2,547 108 12,289
~ Withn d is £166k of et up ¢ost relating to systems upgrades.
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Gontinued

24, Trade and other payables
Amounts falling due wrthia one year

017 2016

£000
Trade creditors (51,883) {45,700)
Sales taxation and soxial securty payables (8,802) (7,258)
Employment benefit aceruals (1,788) {1130
Amaunts due {a 2ssooates - {2,185}
Accruals 39,250y  (33,495)
Ceferred mcame (20,684)  (17.819)
Oiher payables (8,018) {8,329)

{126,258)  (115,886)

The carrying amount of trade and other payables appruemates fo their far vane

Settlement of trade and nther payables is i aceordance with our teems of trade established with ous
local suppliers.

Tha carrymg amount of the Group's trade and other payabies are denominated in the following
Currencies:

Amounts falling due within one year

1he table below analyses the Group's financial Babuihies and danvative financial liabiites inte relevant
maturity groupings based o the pariod remaning unthl the contractual maturity date. The amounts
disckosed in the tabte ara the contractual undiscounted cash flows {including interest), and therefere

will not reconcile with isciosed an the d balance sheet:
M7 2016
2060
Non-derivatives
Up to s months. {98,156)  {87.669)
Six to twelve months 15 (13)

‘Later than ane year and not ater than five years {40,585}  (30,445)

(138,754 {118,127}

Put options

Up to secmonths (14,8133 (26,216)

Later than one year and nat later than five years (10,318)  (12.852)
{25131) _ (33,168)

(163,885)  [151,295)

Total derivatives and nen-dertvatives

2011 7 216 2016

2000 % £000 %
$terling (25,818) 20%  {34,367) 20%
\JS doflars (44,826) M% (39,301 3%
Austrafian doflars (22,737) 8% (13,836) 1%
Malaysian ringgit {2,720) 2% {4,258) 4%
Euros (18,550} 15% (14,584) 1%
South African rand (4,050} 3% (1,138) %
Brazilian real (2,236} 2% 2,211) %
Dther 7,518) 6% (6,453) %

{128,258) J00%  (115,686) 100%

The value of put options Tepresents the minority shareholder put aption fiabiity exciudng any discount
for tyme, The majorrty of these financiat nstruments witi be fulfiled by the issue of equity (note 27),

The above table 15 an indicator of gur kaudity rigk. The risk s mitgated by the receipt of cash from
trade and othes recenvables, and in the case of put aptions, the major ity of tha habikity will be fuifiled by
ihe issue of equity (note 28)

25. Barrowings
Amounts faling dua within one year

2017 2616

2000 2000
Dbiigations under finance lpases @n (25)
Local bank loans® (788) -
Invoice discounting™ (2,915} (3,645)

(3,131) (3.670)

*  £230k of local bank [oans relate to faciitfes that Bohemia Group Pty Ld (Austrafia), used to fund pre
acquisiion faed agsets, and £489k MEC Saatchi Madrid § L {Spain) used to fund hustonc lossas,

** Involoe discounting relates to borrowngs secured against trade recevables in the UK. The amounts barrowed
represent 60% of the recevabia balance pladged As at the balsnce sheet date, £1.9m was not drawn unger thrs
farility. Interest :5 accrued at 1.75% par anniin on amounts drawn.
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22, Other non-current assets cominued
The movement in investments during the year is as follows:

om? 2016
£000 £600
At 1 January 3,758 3353
Acquisition of corporate ventunng ivestments 2,024 1,085
Aeanalysed i (22) -
Provision against - (B§1)
At 31D S.7680 3,758
23. Trade and other recelvables
2017 2018
2000 2000
Trade recefvables 88,280 BD,943
Provision for bad debts* (2,241) (2,300
Net tradar 83,538 78,838
Prepayments and accrired ingome 23,997 23,401
Amounts due from associates 1,117 920
VAT and sales tax recoverable 2,028 1,554
Other deblors 8817 5113
Total trade and other recelvables 120,098 109,824
The carrying amoun: of trade and other recewables approximates to their fair value
Movement in the bad debt provision
2017 018
2000 £000
As at 1 January” {2,167 [#274)
Exchange movements 1" 43
Charged to tha income statement {859) (2,010)
Acqured - - - (69)
Released to mcoma statement - %
! af provision 214 298
As at 31 December (2,741) {2,107}

= £1,890K of this provision relates to the biing 1o one ciert, where the work was completed in tha 1st quarter of
2015, At that paint we recogmsed the remaming reveme on the job 25 local management believed, at the tme, that
the entire amownt would be pald into our sterfing UK bank account. Local management stil befeve that the dedt wik
be pad and the client has the cash, however due to lacal currency controls the cient s unabie to rerwt payment out
of the sountry, Thera is ng indication whan tha currancy controts will be GMed. Given this sityation ws belisve W
prudent sulf to fully prowde for the amoun while we contmue to work for the repatriation of the cash
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Bsat31 D , the Following trade 1 ware past their due date (of zero to three months)
but not snpaired Itis management's bevef that these debts wikt ba fully repaid.

2017 2017 W16 2016

% £000 %

Three 1o six months 2589 % 3,205 4%

Over six months 4481 1% 758 1%

Total net trade recenvables 83,538 100% 78,836 100%

The carrying amount of the Group’s trade and other recewvabies are denominated in the fokowing,
currencies:

2017 217 -l 2018

£000 % 000 %
Sterfing 35,031 28%: 35,715 35%
US datlars 32,548 2% 34,488 3%
Austrahan daliars 18,624 14% 13,022 12%
Malaysian ringgit 1,784 % 3,682 %
Euros 18,875 1% 13,784 13%
South Afncan rand §,083 % 1,985 %
Brazfian real 1,858 2% 1,234 1%
Other 8,477 5% 5,834 %

120,088 100% 148,624 100%

Credit risk

The Group montors credit sk at both a local and Group level. Credit torms are set and monitored at
a local jeval according to local business practices and commercial traging conditions The 2ge of debt,
and the leval af asorued and deferrad income is reported regalarty. Age profiing 1s monitorad bath at
local level and at entity lavel Bad debt provisions are determined tocalky. There
js enly logal exposure to debt from our significant global ckents The Group contnues to review its debt
exposure to foreign currency movements and will revigw efficient stratggies to mitigate nisk as the
Group's overseas debt mcreases.

There are na significant concentrations of cradit risk in the Group.
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Continued
25, peferred and contingent consideration
2017 2018
£000 £000
Amounts faling due withn ong year
- Contingent {note 18)™" [E143] -
Amounts faling due more than one year but not more than fve years
- Contingent (note 18)" 833) -
(1,218) -
At§ January - 1,782
Exghange difference mnay (131
Associate Increase in contingency” - (43)
Charged to ncome statement {40 -
Acguisition {note 18)™* (1,056) -
Gonsderation paid (note 19) - 1.966
At31 December (1,210} -

2017 2016
000 2000
At 1 January (33,186)  (24,364)
Exchange difference 75 (B2)
Additons - {10,258)
Exercises 4925 7,126
Ingome statement charge due to
- Change n estrnates 2,813 2978
— Change In share pricg. 401 (3.279)
- Time 23 {296}
Total income statement charge 3,037 {847}
At 31 December (25,128)  (33.166)

The movements in the year relating to the minonty interest put options that are payable m cash and in

equity are as follows:

*  This all rettes to payments to Shepardson Stern + Kaminsky LEP, before we gained a cantroling wterest. ash based gg :g;:
** Ths relates Lo contingent consideration due for Levergy Marketing Agency (PTY) Ltd, the chiizahon will ba paid
n M&C Saatchd plc shares. The cantingent consideraton 15 payshie over the next four years, and 1§ dependent on At Janvary @299 {2.941)
prafitabiity and pruftabiity growth rates of Levergy Markating Agency (PTY) Lt The amount payabla i Exchange dfference 15 (82)
yngapped The falr vala of comingent ¢ongideration IS mazsyred using SOme INputs that are nat based on
observable market data (e IFRS13, level 3 far value measirement) Reciassified to/(from) share based 23 (319)
r Income statement charge due {o
27, Minority shareholder put option liabilities — Change n esbmates 75 280
Some of our subsidiaries’ Yocal entrepreneuss (minoribes) have the right to a put option. Tha put ~ Change i share price 33 {235)
OBhons gve the minoribes & mght to exchange thew minority holdings in the subswdary 1Bto Shares in - Time 10 (2}
ME.C Saatchi plo or cash (as per the agreament), At 31 December (3335 (3.289)
A a  omn o ome
Equity based equity” 00
Amounis falling due withn one year A1 January 7880) (@887 {21423}
- Cash (1319) {1,300 Addmans _ - (10249
- Equity (13.494) {18,516} Exercises 1,388 4,895 2126
(14813 (20,216) Reclassified (fromto cash based ) @5 318
Amounts falling due after one year, but less than three vears Income statement charge due to
- Cash (2018 {1.939) - Change in esumates 508 2,788 2,698
- Fquy 8360 (10951 ~ Change I share price L 68 (3044
10318 (12,950 - Time L) 13 294)
At 31 December (5887) (21,708) (29,867}
(25128)  (33,168) K

The esumated rumber of M&C Saaichs plc shares that will be 1ssued, m thousands, to fulfi
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25. Borrowings continuad

Obligations under finance leases and lire purchase contracts are due as follgws.
Amounts falling due after ane yaar

017 06
2047 015 £000 £000
£000 £000 in one year or less, or on demand @n (25)
Obfgations under finance ieases (166} (4111 In e than one year but nol mora than bwo years {106} (18}
Local bank loans™ {228) ~ (133) {43)
Sacured bank ioans @143 (28.259)
B1,784)  (28,971) Total bank loang and barrowngs used to calculate net cash are as folows:
= £190k o} 1pcal banx lpans relate to facilives that Bohema Group Pty Lid {Australia) uses to fund fixed assers and Obsgations
£108% MAL Sastch Madrd § L (Spain} uses 1o fend histovic losses, The respectwe bank has secunty over the Giess undes
A3%elt respactive COMpany, secured  Locnibank  Tota! secured rmvoice finance
barnk loans Ioans joans'  discounting lease
ing value of bank loans tes to their farr value 200 £000 2000 £000 £20 Total
The carrying value o oans approximates e AL 1 January 2016 (23.800) - {23,800) {31300 (64)  (26,984)
Secured bank loans Cash movemants (4,242} - {4.242) (512) kS [tk
At the year end, the Group had a banking facility of up to £40.8 (2016: £40.0m) phss 2 one year £0.3m Noa-gash Movements -
{2016: £0.3m) averdraft facility Qn 29 November 2017 i was agreed that this facility would only reduce —F exchange - A q
to £38.0m on 31 December 2019 and £35.0m on 31 December 2019 {201 6: reduces by £2.0m anaually) m",{;f‘ o (840} a0} @ ) (558
The fzcilities have floating rates of intergst set at 1.75% above LIBOR and the overdraft has fioating -
rates of interest set at 1.75% abave tha Bank of England base rate, The banking faaifity matures on 20 ALY Decermber 2016 _ (28.582) 3 (28,582) (J.st- U3 (32270
Rpril 2020. In raturn for the faciity Group gives the bank guarantees over key UK, Dutoh and Austrakian Cash movements newen) 2 (3,881 30 A 812
companies. Non-cash movements
~Foreign exchange 1,02t (33} 988 - )] 980
szgg 018 changes
Gross secured bank kians @765 (28582} oS atset - - - - me i
Capalised finonoe oosty 29 a5 — Aequisitins (1,200 1,200 - - {10
Net secured bark loans G143 (26.250) AL31 December 2017 (37,658) __ (1017)  (39,675) (2515) (133 (41,129)
Future interest payabte on secured bank loans at balance sheet date (2215 {2.406)
* The borrowing used to caloulate et ¢ash,
Jotal d bank loans and Rture interest @op45)  (30.865) ** The net ﬂnmm of £730k Ts inclusive of total drawdowms completed during the year of £58 1m and repaymeants
of £57.

Total secured bank ioans and future intarest ang due a5 foilaws:

017 2016
__S000 fooo

In one year of kess, o on demand (850 {122
In more than cne year but not mors than five years {38,685) (29.943)
(39,045 (30,665)
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27. Minority shareholder put option liabilities continued

Put opttons are exercisable from:

% of subsidiaries’
Subsldiary Year shares exchangisable
M&C Saatch Marketing Arts Lid 2018 0.0
M&L Saatdhi (M) SON BHD 2018 200
influence Gommunicabions Ltd 2018 50
M&E Saatchi Europe Holdings Ltd 18 40
M&C Saatch Communcations Pty Ltd 2018 130
M&C Saatch Berin GmbH 2018 100
FOING SAS 2018 15.0
ME&C Saatchi Sport & Entertanment LLP (US) 018 275
MAC Saatch Sport & Entertainment Pvt Lid A18 380
Talk PRLIA 2018 390
M&C Saatchi LK PR LLP 018 Fig]
M&C Saatchi Corparate SAS 2018 298
M&C Saatchy (Switzeriand) SA 2018 200
M&C Saatch Merhn Lid 2018 45.0
The Source (London) Lid Pk 0.0
M&C Saatchi Brazi Gomunicagio LTDA 018 400
Samualson Talbot & Pariners Pty Lid 18 a8
Shepardscn Stern + Kamunsky LLP 2019 333
M&C Saatch Agency Pty Ltd 2020 20
Crugtree Spark interactive (PTY) Lid 2020 10.0

At gach penod end, the fair value of the put oplion ity 1 calculated m accardanca with the
sharengidars’ agreament, and any movement is charged to the income statement. Where the

agreement gives a nght to convert to a vanable number of shares (rather than a value), the number

of shares is converted to a value by using the period end share price (2017. 371.5p, 2018, 380.0p).

The Yability will vary with our shara prce and with the results of the suhsidiary companies. Current labimes
are daterrmined by our year end share pree and the 2017 results of the companies who can exeraise in
2016, Nan-current hiabilties are determned by our vear end share price and the projested results of the
companis who can exergise after 2018, The projected results show management's best esumate of the
growth rates and margm of the companies who ¢an exeroise after 2018. Given that these comparnes are
small, single account wins/losses can fave a significant effect on ther resutis Such account wins are far
mare signficant than changes to exchange rates and underfying economic growth rates,

The fzir value of muncnty shareholder put option iabilities i measured using some nputs that are not
based on ohservabie market daia {1.e iFRS13, level 3 fai vahie measurement}

Share price risk

Changes in aur year end share price will impact the farr value adjustment to mincrity shareholder put
options, The year end share price was 371,5p (2016: 380 8p) The 2017 charges would have changed as
follows, had the share price been’

increass/(decrease) in

Mavement prafit before and aftertax

Share price % £000
4430p +19% (1,308)
400.0p +3% 01,013

3M.5p - -

340.0p (8)% 1,170

300.0p {19)% 3,585

Forecast accuracy

Differance in actual and prajected results of the companies could have an impact on the fair vaiue
adjustments as follows (asswming no change in the Group's forecast).

Increase/(decreass) in

profit before and aftertax

Result £D00
+10% {546)
(10)% 1,301

28, Other non-current liabilities

2017 2016

£000 £000

Employment benefit provisions® A99) (446}
Other (1,988) (2.162)
(2A8T) (2,608)

* This reialles Lo fong term service leave in some locations
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28, issued share capital
Allotted, called up and fully paid

Share based payments inciude vested share optons and condiional share awards.

1 Expense recognised in year:
of it

N £000 s i
At ¥1 December 2015 72,715,018 ¢4 Equity settied 13,501 7807
Acquisition 10% M&C Saatch Berfin GmbH 155,812 1 Cash setlled _ -
Acaqnsition 20% M&C Saatchi {Hong Kong) Limrted 1,268,458 13 Total 13501 7087
Acquisition of 20% M&C Saatchi SpA (italy) 419,870 4
A sirall per of a UK and a US subsidiary 389951 1 Vested share pphions:
At 31 December 2016 74,830,198 749
Acquisition 16.566% of Shepardson Stern + Kaminsky LLP 667,280 7 Cnndgnaﬁ Tatal
Acquisiion 10% Talk PA Ltd 132,572 1 awards number
Acquisition 10% M&C Saatch Mobie Ltd 2,416,017 25 At 1 January 2016 - -
Acquisition 24 5% LIDA NY LLP 330,271 4 Vested 2,107,224 2,107,224
Acquistion 0,7% of M&C Saatch Network Lid 300,000 3 At31 06 2207224 2107,224
Azguisiton 32.9% of Bohemia Group Pty Ltd 524775 § Vested 3197220 3197220
Exercise of Mobile USA share options 945,801 i0 Exarcised” (4,112,089) (4,112,069)
Acqy of smail per of UK and Austraiian idiaries 926,890 ] At 31 a7 1,192,356 1,192,358
At 5% D M7 51,532,802 813

The Group holds 700,000 of the above M&C Saatchi pic shares intreasury,

Capital management
The Group aims 10 use cash generated from opur operations to fund growth. Debt is used to fund short
term wvestment and working capital cycles.

Long term and major investment obligabions are fulfillad by issuing equity (e.g. put options {note 27)).
In this way, we reduce the financial risk of debt markets being closed or rationed The Group wilf
minlmise the amount of equity issues when long term and majar investment chigations vest by using
any avallable cash instead of equity.

Our long term fargets are to be debt free and to minimuse the diution to our shareholders and
maxlmise aur organic growth.

30. Share based payments

Some of our subssdiaries’ local entrepreneurs {*minorities™ have the right to a put aption. The put
ophions give tha minorsbes & rght t0 exchange thelr minorty holdings in the subsidiary into shares n
M&C Saatehi plc, in the event that they are no longer employed by the Group either the Group buys
back the local eguity at a price reflacting the vale on their departure ar other locat @ntraprenaurs
receive the focal equity (as per the agreement). Due to the changing right of the locak equity, the local
minority has been accounied as a share based payment under JFRS2.

* The avarage prace when these ophons were exercised was 326.75p (2016 n/a).

The conditional share awards are conditional that the employee remains employed by the Group on the.
day of exercise.

Conditional share awards

Minarity Interest put options with leaver provisions

In addition 1o the pit option Fabikties described in note 27, the Tolowing entities have 1ssued put options
which are forfested on termination of amployment of the minorities. As such, these arrangements are
treated as share based payment and accaunted for under IFRSZ, as opposed to IFRSS.

Tha fair value of these opbons is determined on the date of grant based on the value of the underiytng
subsidiary and the number of shares 1n M&G Saatchi plc expedted to be 1ssued on exercise. The far
value of the subsidrry shares is established by means of a Monte Carlo modal and the number of
shares Lo be issued are determined in bne with the formula prescribed in the respective sharehaider
agreements.

The fair valug is charged ta the income statement over the vesting perod on a straight-ine basis.
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31, Post balance sheet events
‘Thare have been no significant events since year end.

32, Commitments
Capital commitments
There are no other signiicant caprtat commitments contracted for but not provided,

Operating leases
Commitments under operating leages ara reported within note 7

33. Relatad party transactions
Key management remuneration
Key management remuneration 1s dieclosed 1n note 8

Unaudited detadl on Directors’ remuneration is disclosed m the Remuneration Aepart on pages 25
W27

Dther related parties
Durwg the year, the Group entered into the foflowng transactions with related partiss

Tom Dery s a grector of Austrahan Cancer, Durmg the year the Group passed or £40% of third party
costs to Australian Cancer (2016: nil), and charged them nil {2016: £9%) i fees, of which nil (2075 nl)
was outstanding at tha year end

Lara Hussen has an equty interest n Brand Energy During the year, the Group was charged, on an
arm's-length basis, by Brand Energy £677k (2015: £713k), of which nil (2016: £512k) was unpax at the
year end.

To assist the logal directors to acguire 20% of M&C Saatchi Agency Pty Ltd in 2015, loans of AUD3.6m
were issued. At the vear and, the balance of the kan was AUO3.2m (2016 AUDA.1m) (sea note 22 for
further desails),

In 2015 the Group lent Antoing Barthuel, an arm's-length interest-beznng Euro 150k ioar, a further an

arm’sength imerest-beanng Euro 300k loan was issued in 2017, the balance of the Ioan was Eura 300k
(2016: Euro 150k) at the year end.
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During the year, the Group made purchases of £2,556k (2016 £3,138%) from its 4ssociates At

31 December 2017, there was nd due to associates in respect of these transactions (2016: £2,807%),
a further £1,357k was paid in advance and awed to the Group & these transactions. During the year,
2160k (2016 £150k} of fees were charged by Graup companies to associates. At 31 December 2017,
associates owed Group companies 2254k (2016; £408k).

During the yaar, the Company recharged its subsidlaries and ndirect subsidrares with 2818k (P016:
£818k) af its costs, E268k (2016, £3589k} of interest. The balance outstanding can be seen in natag 37,
38 and 34.

34, Aocounting policies
Lrieal accounting policies are set oul in note 4.

Additional aceounting poliies follewed by the Group are:

Gost convention
The financla) statements have been prepared under the histoncal cest convention, except for the
revaluation af certain financlal nsiruments.

Baslis of consolidation

The M&C Saatehi plc censolidzted financial statements Ingorporate the financia! statements of

M&C Saatch ple and entities (including speclal purpose entities) cantrolied by M&C Saatch ple

(and its subsidiaries), Controlis achieved where M&C Saatchi pk: has the power to govern the financial
and operating policies of an entity 54 as to obtain benefits from its activtias. Where subsidiares are
2¢qulred In the year, their results and cash fiows are inctuded from the date that we gain control up

to the balance sheet date.

Where necessary, aqustments are made to the finanaial statements of subsldiarias to bring therr
acgounting pehicies into ine with those used by other members of the Group. All intra Group
transactions, balances, income and expenses are eliminated on consolidation.

Where a consolidated company 15 Iess than 100% owned by the Group, the non-controliing interest
share of the results and net assets Is recogmised at each reporting date.
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34. Accounting policies continued

Disposals of subsidiaries’ equity that do not affect control

The difference between thy gonsideration received and the credit to the non-controlling interest
reserve 15 credited directly to retained earnings. in the event that equity had previously been acnuired
under this revised Standard then such a disposal wdl resiit in a release from the non-contralling
nterast acquired reserve to retained earnings.

Acquisitions of subsidiaries’ equity that do not affect cartrol

From 1 January 2012, acqusitions of subs«diaries” equity that do not affect control have been
accounted for using non-Controlling intarest acqwred reserve. How tha non-controfing imterest
acquired reserva is used i described i note 5

Corporate venturing inyestments

Investments in debt and equity securities held by the Group are classified as baing available-for-sale
and are stated at fair value, with any resuitant gam or Joss being recognised dicectly in equity (in the
fair valug reserve), except for impairmant losses and, In the case of manetary items such as debt
securiles, forgign exchange gaing and losses, When these Investments are deresognised, the
cumisative gain or 10ss previously recognised drectly in equity is recagnised m the incoma statement.
Where these investments are interest-bearing, interest calculated using the effective mterest mathod
is recognised w the income statement.

Associates and Joint ventures

Associates and jont ventures are al entities over which the Group has significant influence but not
coatrol. They generally accompany a sharehoiding of between 10% and 50% of the voting rights,
minority or equal board repr and, in tase of shar of between 10% and 20%, the
Groug treats the entity 85 an assaciate where there are significant minority and contractual
protections that allow us to ;nfluence oividend and investment flows Investments in associates and
JDint ventures arg accounted for using the equity mathod of accounting and are Initlally recognised at
gost. Fhe Group's investment in associates and jeint ventures includes goodwil identifiad on
acquisition, net of any accumulated impairment koss.

The Group's share of Its associztes” and joint ventures” post acquisiion profits or losses Is
recognised in the ncome statement, and its share af POST acquisition movemants is recognised n
other comprehensive ingome The i post gsition ara adjusted against the
carrying amount of the investment, Whan the Group®s share of Ipsses in an associate or joint ventura
equals or exceeds rts mierest in the associate, inciuding any other unsecured recewvabies, the Group
does not recognise fixther losses, unkess it has incurred obligations o made payments on behalf

of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent
of the Group's interest i the asspciates Unrealised losses are also eliminated unless the transaction
provides evidence of an impairmant of the asset transferred. Accounting pohgies of associates have
been changed where necessary to ensure consistency with the polities adaptad by the Group

Intangible assets

Separatély acquired assets arg at cost assets acquered as part

of a busmess combmation are capitalised at far value at the date of zcquesiticn if they arise from
contractual or other legal nghts, and suffipient informatian exists to measure the fawr value of the
asset. Intangible assets that relate to assocates ara included within the carrying value of the
investmant In assockates. The amounts ascribed to such intangies are armved at by using abpropnata
valuation techrigues.

Intangibie assets are stated at histoncal cost less accumulated amorbsation and impairmant

Amortisationis provided to write off the cost of all Intang/e assets, less esumated residual values,
evenly over their expected useful lives.

The charge In the income statement is included in cperating costs, Intangible assets are amortised to
restdual values over the useful econom Iife of the asset as follows:

Software — three years

Custamer relationships - one to five years

Brand name - zero to five (reduced to three years from 31 December 21 7)

The need for any suangible asset impasrment write down is assessad by comparison of the Carrying
valua of the assat against the higher of valua in use and fair valus Jess cost to self
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30. Share based payments contnued

Conditional shares issued In 2017
M&C Saatch Digitat GmbH

olear ldeas Ltd —B shares {Group)
Clear ldgas Ltd - € shares (UK}
Clear LA LAC

Human Digital Ltd

Human Cigrtat L td

Human Digtal Lid

M&C Sgatchi, 5.4, DE, GV

M&C Saataty Sports & Entertainment Ltd
leversy Marketing Agency Pty Ltd
M&C Saatchi PR International Ltd
M&G Saatchi PR Internationat Ltd
M&C Saatchi PR international Ltd

Gramt gate

140217
03705731
20317
28/03/17
12404417
120417
1204717
o7
anonz
1941/17
21117
2MA7
2/5t/17

Share price at
rant dete

£3.55
5.4
4
£5.51
2346
1346

I I - T N A R P

Dividend ylsid

233%
2.39%

2.60%
2.57%
2.5T%
2.57%

Valatl

30%
3%
3%
%
0%
30%
29%
30%
%
2%
3%
3%
3%

Rlsk fres rate

0 68%
0.3%%
0.34%
0.60%
0.28%
0.43%
0.58%
079%
D.79%
075%
0.79%
0.87%
1.06%

Falr value

of aptlon {per

M&C Saatchl plc
share lssuad)”

£3714
£3.08
£3.06
204
2213
2243
£1.96
£286
na
£302
1397
£230
2282

Company
dividend

PE Ca

No
Na
o
12
10
10
10
No
Ne
No
No
No
No

Vesting date™

16/04/2622
16/04/2622
15/04/2022
15/04/2022
1570472021
15/04/2022
15/04/2023
16/D4/2023
15/04/2022
15/04/202%
15/04/2022
15/04/2023
15/0472024

*  The vauation was made using 8 Monte Gario modal.

=+ The vesting dale Is st in the agreaments on the Jata that the Group's Annual Aeport 15 pubished These dates are eshimates based on our histonc timatable,
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30. Share based payments continued

Grant date
M&C Saatchi Network Ltg™ | 05/85/15
M&C Saatchf Network Ltd 05/05/1%
M&C Saatchi LA e 16412704
MA&CG Saatehi LA inc 150115
M&C Saatchi Shop Ltd 0312415
M&C Saatchi Shep Ltd Q312418
M&C Saatchi Shop Ltd 03/12A18
M&G Saatch Accelerator Lid 26/41/15
M&C Saatchi Accelarator Ltd %1118
MEC Saatchy Acceterator kid 26/1115
M&C Saatchi Mobila Stgapore 240615
M&C Saatchi (5) Ple Lid . 083
M&G Saateh Tal Avv Lid 21704715
LIDA NY LLP 15/43/16
LIDA NY LLP 15/03/16
M&C Saatchl SpA 08/12/15
Paris GAD Holding SAS 2402116
MA&C Saatci Share Inc 12/06/16
M&C Saatchi AB 11702114
M&C Saatch Middla East Hokdco Ltd 25/03/16
MEC Saatch Worldwda Ltd 01706416
M&C Saarchi Worldwide Ltd 18407/16
M&C Saatchi Mobie b 23/08/16
ME&G Saatehi Mobie Ltd™ 23708716
M&C Saatch; Moble Ltd™** 25/08218
ME&C Saatchi Mobse ISA™ 2810718
M&C Saatch Mobie USA™ 28/10/18
M&C Saatchy Mobide USA 28/10/18
M&C Saatchi Berfin GMBH 14/12/16

Falrvalue
of gption {per Campany
Shars price at Vesting MAL Saatchiplc dividend
__frantdate periodyears _ Dhidend yield Volatilty  Risk fres rats shars issusd)® rights PECap  Vesting date™
8528 2 1% 28% 0% 2590 No No 150417
85 4 194% 43% 120% 5283 No No 16/04/18
EAR ] 16 1.78% 45% 1.64% 2100 Yes No 15/04/20
£3.15 & 1.99% 54% 1.04% 5285 Yes No 1504720
£332 q D.70% 2% 1.17% 851 Yes No 16/04/20
£32 5 1.89% 42% 1.36% 5319 Yes No 1504721
£3.52 [ 1687% % 1.48% £308 Yes No 16/04/22
o7 4 191% 26% 1.16% 2500 Yas N 18/04/20
a2 ] 191% A% 1.32% 5284 Yas No 159/04/21
o ] 1.91% 54% 1.47% £284 Yes Ne 15/04/22
16 4 1.98% 43% 1.54% £1.53 Yes 12 15704720
£268 [ 1.85% 63% 1.84% £0.86 Yes 12 15704719
022 § 191% 44% 1.20% £326 Yes No 1504720
£5.14 1 230% %% 0.57% 508 Yes g8 A6
£04 3 2.30% 2% D.57T% £2.95 Yas -3 301118
£5.53 3 1.88% 8% 1.23% 851 Yes No 16/04/18
£298 4 242% 1% 1.23% £272 Yes No 01705720
230 § 219% 41% 0.81% 218 Yes No 16004720
203 4 1.80% 48% 1.22% 2261 Yes No 0is 1217
o3 3 225% % 0.57% £5.02 Yes No 15/04/19
£3.38 3 2.13% 2% 08% 07 No No 01/01/1%
£2.95 2 244% 2% 0.81% 2045 No No 01/03/19
£3.57 1 2.03% 3% 1% £3.60 No No 210817
367 2 203% 3% a1% 2351 No No og0an7
2367 4 205% n% 0.12% £3.38 No ] 1548
529 1 221% 41% 0% £3.23 No No 27/00/17
£329 2 221% 3I% 0.411% 2315 No No 1410418
2328 3 2.27% 30% 0.12% £3.04 No No 15/04720
£3.29 4 2.26% 3% 0.56% £288 No No 1504721

. The valyation was mada using 2 Monta Cark mode
= Vassted and exercised.

==+ The vastmg date is set in the agreaments on the date that the Group's Annwat R!poﬂ‘u published. Thesa dates are estrmates based on our kstonc imetable.

=*** The vesting date was amended in tha year due to targets baing mat.
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30, Sharg based payments continued

Falr value Estimated Total

of option (Per number of coounting
MA&QC Saatehl sharesat charge at Accounting Acsounting
% shareho!ding Vesting ple: share vesting vesting charde 2017 charge 246
Ingntity dats issued) 000, £000 £000 £000
MB.C Saatchi Network Ltd 0.0% 164047 £330 300 8 2137 2418
MAL Saatchi Network Ltd 5.0% 15/04/19 2383 881 22567 2654 656
MEC Saatchi LA tne 60% 15/04/20 £7100 184 £184 £12 £12
M&C Saatch LA nc 40% 1504720 £2.85 123 2350 £67 £67
M&C Saatchi Shop Lts* 25% 15/04/20 82 7 £23 210 219
M&C Saatchi Shop Ltd” 2.5% 16/04/21 2118 T 221 58 £14
M&C Saatchi Shop Lid* 25% 1504722 E2.06 B £20 £(8) i
M&C Saatehi Acoalerator Lid 57% 1540490 E300 47 na £32 £32
MEG Saatchi Accelerator Lid 57% 15/04/21 £2.94 54 5158 £29 £29
M&C Saatchi Accelerator Ltd BT% 15/04/22 £2.84 51 £145 £23 £23
ME&C Szatch Moble Singapare 5.0% 15/04/20 £1.53 65 £101 21 =
M&C Saatchi (S) Pte Ltd 20.0% 15/04419 £0.96 350 347 £62 262
M&L Szatch Tel Aww Ltd 20.0% 15/04/20 £3% 32 104 = £14
LIDA NY LLP 24.5% 0118 .09 531 295 - £1,350
LIDANY {LP 24.5% 30/11/18 £2.85 648 Hnam 2T05 £562
M&G SaaichiSpA 200% 15/04/19 £.1 428 £1,532 £397 2422
Parls GAD Halding SAS 40.0% 01/05/20 mn - - - -
M&C Saaton Share Ine 0% 15/04/20 278 - - - -
M&C Saatchi AB 40.0% nanT £261 m £rar £190 £537
MAC Saatchi Middle East Hokdon Lid 20.0% 15/M419 E502 1 22 £ £6
ME&L Saatchi Woridwde Lid - 0.0% 0170119 2077 1,271 1977 £378 £220
MEC Saatchi Woridwide 11d 00% 01/01/19 £0.45 11 57 23 M
M&C Saatchl Mobile Ltd 50% 02/05/4¢ E3.60 B34 £3000 £1,943 £1.057
M&C Saatch Mobie Ltd 5.0% 27/08/17 2360 278 £1,000 £648 £352
ME&C Saatchi Moblie Ltd 10.0% 09708117 551 1,139 £4000 £3.35 2666
MEC Saatehi Mobile Lig™* 10.0% 15/04/18 £3.38 622 22,106 £1532 5206
ME&C Saatch Mobile USA 00% 09/0117 £5.25 476 £1,537 5Nz 2395
ME&C Saatch Mobile USA 00% 08/08/17 £3.15 498 2,537 £1.400 03
ME&LC Saatchi Motite USA 0.0% 15/04/20 2304 265 805 £233 =M
M&C Seatchi Berln GMBH 13.5% 15/04/21 £288 250 £145 £ &

Sharghalder le® Group In the year and the shares were bought back by the Group.
** Seheme amende allowing for accelerated vestng with 50 ncrease n underlying value,

In creating the zocounting charge, wa have assumed that all sharehotders wit be employed at the time of vesting.
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30. Share based payments continued
Fair vatua Estimated Total
of option (Per number of ateounting

MEC Saatchl sharesat charge at Accounting Accounting

% shareholding Vesting ploshare vesting vesting  charge 2017 chargs 2016

Gonditional strares fssued In 2017 inentiyy date Isswed) 600 £600 £000 £000
M&C Saatchi Digitai GmbH 250% 16/04/22 5314 43 54 £26 -
Clear Id2as Ltd — B shares (Group) 50% 15/04722 £3.06 82 £282 £48 -
Clear ideas Ltc — G shares (UK) 15.0% 15/04/22 53,06 24 £616 £58 -
Clear1ALLC 120% 15/04/22 £2.24 35 278 £i2 -
Human igral Ltd 11.5% 15204721 213 56 £120 £22 -
Human Digital Ltd 115% 15/04/22 203 4 188 £13 -
Hurnan Degrtal 10 17.0% 15/04723 £0.96 50 298 502 -
M&C Saalchi, 5.4.DE.CV 41.0% 150423 5286 08 £30% L=14 -
MA&C Saatchi Sparts & Entertamment Lid 30.0% 197047 5297 200 2596 222 -
Levergy Marketing Agency Pty Lid 11.9% 15/04/1 53.02 " 2038 £9 -
M&C Saatchf PR international Ltd 13.3% 19M4/22 b2 1) 3 £105 £2 -
M&C Saatchy PA international Ld 13.3% 1514725 29 32 £93 £2 -
M&C Saatch: PR nternational Lid 13.3% 1570424 pk: g P ] £82 21 -
Total for all conditional shares 10,895 £29,735 £13501 £7,997

In creating the accaunting char ge, we have assumed that all sharehokders will be employed at time of vesting.

Wa plan, in accordance with our business modet to develop new businesses in 2018 with local entrepreneurs hoiding puttable equity In those businesses (new conditional shares). If no new conditional shares were to

be ssued 162018 then the option charge will be £3,741k.
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34_ Accounting policles continued

Deferred taxis determined using tax rates (and laws) that have been gnacted or substantwely anacted
by the balance sheet date and are expected to apply when the related deferred tax asset 1s reahsed or
the deferred tax Labiity 15 seitled.

Deferced tax assefs are recognised to the extent that it is probabla that future taxable profit wil be
avadable aganst which the temporary differences can be utdised,

Delerred tax 1s provided on temporary differences ansing ar investments in subsidiasies and
associates, except where the tming of the reversal of the tamporary difference 15 contraolled by the
Group and it is probable that the temporary difference will not reverse s the foreseeable future.

Deferred income tax assets and habiities are offset when there is a legatly enforceable nght ta offset
Current tax assets against current tax habilties and the Group intends to settle its current tax assets
2nd Fabithies on a net basis

Onndends
Intesym dividends are recorded when they are paid and the final dvidends are recorded when they
bacame legally payable.

Earnings pershare

The ditutive effect of unvested outstanding ophions 15 calculated based on the number that would vest
had the balanca shaet date been the vesting date. This dilution 1 reflected in the computation of difuted
£arnings per share,

Foreign currency
Fareign currency transactions arising from normal trading actwvities are recorded i functignal
Gurrency at tha rate prevaifing at the date of the transachon

Monetary assets and labiitres denominated in foreign currencies at the year end are transtated at the
year gnd exchange rate Where they form part of the net investment in for@ign operations, the gam or
loss 15 charged direatly lo the forelgn axchange reserve,

Forengn currency gams and losses are credited O Charged o the income statement as they arise

For overseas operations, results are \ranslated at the average rate of exthange and balange sheets
are translated at tha closing rate of exchange. The averaga rate of exchange approximates to the rate
on the date that the transactions occurred. Exchange differences arising from the transiation of
foreign subsldiary resuits are taken to a separate component of equity. Such transiation differences
will be recognised as income or expense in the penad of disposat.

Financiat instruments
Financial assets ang finangial Rabilities principally include the following:

Trade recelvahles

Trade receivahles do not carry any interest and are stated at amortised cast, Impairment grovisions
are regognuised when therg s obyeetive evidence that the Group wil be unable to collect 21l of the
amounts dus under the terms receivabig.

Trade and other Kabilities
Trade and gther liabilites are not intgrest-beanng and are stated al thewr amortised cost,

Classification of fimanclal instruments
The financial 833¢ts and liabriiies of the Graup are classified into the following financial statement
capuans in accordance with IFRSS financlal instruments:

Loans and receivable

Measursd 2t amortised cost, separately disclosed a3 cash and sash squivalents; current tax assets:
trade and other receivables (with the exctusion of pr J; and loans to | within other
NOA-CLITROE assets.

Financial liablities at fair value throwgh profit or loss
Separately disclosed as minority sharehoidar put option labilitiss.

Financial liabilities measured at amortised cost
Separately disclosed as trade and other payables: current tax babiltzes, other financial habilities;
deferrad and contingent consideration; and ather non-current fablities.

Bank borrowlngs

Interest-baaring bank loang and overdrafts arg initially recorded as the proceeds recenved, net of
direct 1ssue costs. Diregt issue costs are amartised over the penod of the loans and overdrafts to
which they relate. Finance charges, including premiums payable on settlement or redemption and
divect issue costs, are charged to the incame statement using the effective interest method and are
added to the carcying value of the instrumeant ta the extent that they are not settled  the perod in
which they arise.
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NOTES

Continued

34. Accounting policies continued
Plant and equipment )
Tangible fixed assets are stated at fustonical cost less aceumulated depreciation

Depreciabion 15 provided to write off the cost of all fixed assets, less estimated residual values, evenly
over their eéxpected useful ives

Depraciation 1s calculated at the folowing annual rates;
Leasehold improvements - Yower of usefl life and over the penod of the lease

Furniture and fittings =~ 10% in equal mstaimanis
Gomputer squipment - 33% i equal instalmants
Other equipmant — 25% m equal mstalments
Motor vahitles — 25%in pgual mstakments

The need for any fixed asset impawmeant write down is assessed by companson of the carrying valug
of the asset against the higher of fair valua less cost to sell and tha value in use.

Cash and cash equivalents

Cash and cash egquivalents icluds, for the purposes of the balanca sheet and cash fiow statement,
cash at bank and n hand and deposits with an anginal maturty of three menths or lass, net of legaly
offsettable overdrafl, which are managed as part of cash balances

Leased assets
Leases are classidied as finance leases whenever the terins of the lzasa transfer substantially afl the
risks and rewards of ownership to the lessee. All other Jeases are classified as operating leases

Assels held under finance lease agraaments are treated s i they had been purchased outnght. The
amount capitalised is the present value of the minimum lease payments payable over the term of the
lease. The carr leasing cor are showd a5 amounts payabie 10 the lessar. Lease
payments are apportioned between finance charges and reduchion of the lease obligation so as to
achieve a constant rate of nterest on the remairing batanGe of the llability.

Where operating lease agreerments inciude a fixed uplii fior rental payments, the expanse is straight-
lined, except in cases where another systematic basis better represents the benefft taus, Reverse
premiums and similar ncentives 1o enter mito operating lease agreements are inially recorded as
daferred income and raleased to profit or loss on a straight-lne basis over the lease term.
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Segmental reporting

Segmentat reporting refiects how managemant controls the business. Sales between Susiness units
arg on an arm’s-tength basis The assets and Liabilities of the segments reflect the assets and labikbes
of the underlying companies involved.

Cur business 15 run on an operating unit basis. In accordance with IFRSE paragragh 12, we have
BREregated our operating units inta regianal segments.

Employee benefits - pensions
Contriputions te personal pension plans ara charged to the income statament in the peniod in whigh
they are due.

Employee berefits — cash share based compensation

For cash settied share based payments, a Kability Is recognised for the amount payable at the balance
sheet date with a corresponding charga beng made to the profit and loss account. Where payments
depend on future events, an assessment is made of the likelihood of these conditions bewng met in
determining the amounts to be recorded. Where cash settied share options are only part of the way
through their vesting period, the hat@ity and profit and loss agcount charge are adjusted to reflect the
proportion ot the vesting period that has been covered up to the balance sheet date,

Taxatlon
Curent tax, including UK and foreign tax, is prowided for using the tax rates and laws that have bean
substantrvely enactad at the balance shaet date,

Deferred taxis prowided in fufl, using the hiability method, on temporary differences arising between the
tax bases of assets and liahities and their carrying amounts i the conscéidated financial statements.
However, deferred tax is not provided for temporary differences that arise from imual recognition of an
asset or liatwity in a transaction other than a business combination that at the time of the transaction
affects naither accounting nor taxalbée profits or loss; and & the inlbal recognibon of geadwill
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34, Accounting policies continued

Equity instruments

Etyuty instrumants issued by the Company are recyrded as the proceeds are received, net of drect
issue costs:

Treasury shares

When the Groupreacquires its own equity instruments, those mstruments (treasury shares) are
Cebited to Lreasury reserve. Ng gain or loss is zecognised in profit or loss on the purchase, safe, issue
o gancellation of the Group's treasury shares. Such treasury shares may be acquired and held by
other members of the Group. Consideration pald or received 1s racogrised directly in equity.

IFRS13 hierarchy — Capital structure and finance cost

Level 1

Fair values measured using quoted {unadjustad) prices In active markets far assets and Yiabilties
(e.p. cash, debtars and credriors).

Level 2 -

Fair values usmg inputs, other than quoted prices including within Level 1, that are observable for
agsats or kability erther directly or indirectly. The Graup does act hold such Rems at year end, though
May hald such tams during the year. Thesa ftems inglude forward foreign exchange contracts.

Levet 3

Fair values measured using inputs for assets or fiabllites that are not based on observable market
data, Such items inchude the Graup's put option lizbilty, censideration, i and
some inputs to profit based share options.

Standards effective far the first time this year

There are no significant new and amended standards that becama effective for periods begwning on or
after 1 January 2017. The Directors consider the impact of the minor changes in the year on the Group
and contlude that none are material to the Group's resulls and financial posihon.
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Standards not yet effective

There are new standards, amendments and interpretations to exising slandards that are mandatory
for the Group's 2ccounting periods beginrung after 1 January 2618 and which tha Group has decided
not to adopt early. Those that ara relevant to the Group are:

= Amendment ta IFR52 Classification and Measurement of Share-based Payment Transactlons,

that allows an award ta fully remain an equisy-settled award i due 1o local tax legisiauon part

of the award is withheld ta pay tax. (Fffective far accounting periods beginring on or after

1 January 2618

IFRSY Financial Instruments wili eventually replace (AS39 in its entirety. With exception of its impact
on the carrying value of investraents in unquoted equity instrumests, which will be reguired to be
recorded at far vatue with any increase in value being recognised through the consojdated
statement of other consolidated Income, it 1s not expected to have any significant mmpact on the
reported results of the Group. {Effective for accounting periods beginning on or after 1 January
2018).

IFRS16 Leases will repface LAS17. (Effective for accounting periods beginning on or after 1 January
2015). On transition the standard can be apphed fuly or partially retrospectively. The Group 1s
reviewing if i will transthion to this Standard from 1 January 2018, 25 adopting early will enhange the
Group's profitability aver permd 2018 to 2022 if done fully retrospectivety. However, currently a
number of the Group’s tax authorities have not spetified how they will treat the transition and future
accounting flows, Even the values involved may create a materfal uncertainty. The Group will
continue 1ts preparation for the change and monitar legislative changes to determine if it will use

1 January 2018 or 1 January 2019 as its transition date.

* This standand has net yet Seen endorsed by the EU.
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34, Accounting policies continued
Standards not yet effective coatinued
fFAS15 Revenya from Contracts with Customers

1FAS15 Aevenue from Contracts with Qustomers, replaces IAS18 Revanug and al other revenue ralated standards and rs affective far periods on o after 1 January 2018. We will be transitionng
In 2018 rastating 2018 opening balances using the cumulative effect method applying certan pracical expedients. This new standard has a more prescriptive method 10 analyse when revenue should be recognised.
Based on the work we have done to date and the short-tarm nature of Most of our prosects, the standard is not expected to make a material difference to operabng profit, however our analysis of the Groups

contracts are ongoing at 51 December 2017

This annunal re s e ey (note 4 Expacied anmual ravenue jon

Revenue comprises conwnission and fees sarned in Revenue coMpses commission and fees earned In respect of amounts biled or billable. Reverue ang hillings are stated exclusve of VAT and sales taxes.
respect of amounts billad. Revenue and bifings are stated  Gross profit comprises recognised revenua less the dirgct Cost asseciated with it

of VAT, sakes taxes and trage

Each type of revenue s recogrised an the folowing basis  Each type of revenue is recagnised on the following basis:

Project fees and production ncame (Progect feas) - Project fees typically relate to assigs under which a specfic asset that has no
alternate use 1s greated,

2}  Profect fzes are recogrised over the period of the  a)
rejevant assignments or agreements, in ine with
incurred costs. The primary nput of all work
performed under these arrangements 15 ibour. As a
result of the relationshp betwesn labour ang cost,
there is normally & direct retationsh between costs
ncurred and the proportion of the contract
performed to date

[

Where such assignments are carmed out under contracts the terms of which entitle M&C Saatchi to payment fer its performance to date in the event
of contract termination, fees are recognised over the period af the relevant assignments o agreemants, typically in kne with incurred costs. The
prunary input of all work performead under these arrangements Is Labowr. As a resit of the relationship between labour and cost, there & normally a
direct relationship between ¢osts mewrred and the proportion of the contract performed to date

Whare such 2ssgnmants are carried out under contracts the terms of which entitle M&C Saatchi to payment for its performance only when control
passes at a daivery date ar a mde stone, fees arg racognised, along with thew related mournest casts, at the time that payment entitiemernt oocurs.

b)  Retainer fees are spread aver the period of the b
contract on & straight-ine basis,

Aataner foes — Ratamer fees relate to acrangements whereby the rature of M&C Szatchi's obiigation under the contract is to agree to “stand-ready™to
defiver sarwcas 10 the customer for a period of tame rathar thar to defiver the goods or services underting that promiza. Retainer fees are racognised
over the period of the relevant assignments or agreements, typically i line with "stand-ready”incurred costs. Tha primary input of al!l work performed
under thesa arrangemants 15 babour As 2 result of the relationship between Labour and cost, there 1 normalty a direct relatonship between costs incurred
and the proportion of the conbract performed ta date.

©)  Commssion on media spend is recognised when the ©}
advertisemants appear in the media.

Commission incomea —

L

.

In relation to chent media spend, M&C Saatcts arranges for a third party 1o provide the related poods and Sarvices, without halding stock or
davelopmg the media (where &t does it rs classifiad as productisn scoma), and i so doing acts n the capacity af agent. Accordingly, revenue
rejation 16 Meca spend IS recognised as the amount of commission to which M&.C Saatch is entitied, such entitlement normally occurs when the
ativerbsements appear in the media.

1 relation to talent performance, M&G Saatchi arranges, In the capactty of agent, for talent or other third parties to provide their time m return for
a booking fee, Accordingly, revenve in reiahion 10 the booking ez 15 recognised as the amount of commssion to whieh MAC Saatchiis entitied, such
entitiement normially when the booking or abgaten is performed

Where we act as an agent on behalf of and under the diractron of a cient or supplar without performing quality contral or adapting the goods and
services or holding $tock in ary way, then 2n agency relationship exists. Accordingly, revenue m relation to this agent spend is recognised as the
amount of ¢ o which M&C Saatchy is entrled. C on this agent spend is recognised at the time that payment ocours

)]

{ost o directly acquire revenus shafl be inchuded n cost of saies and released 1o the ncome: a5 refated revenue is recognmsed.
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COMPANY BALANCE SHEET

. 017 216
At 31 December Note £000 2000
Non-current assets
Investmeants 36 101,514 0,225
Intangible assats 10 40
Other non-gurrent assets 37 2,288 2,250
104,212 93§16
Gurrent assets
Trada and other recewables 33 73,814 55,800
Cash at bank 1,683 258
75,487 56,068
Current fiabllitles
Trade and other payables 39 (24,408)  (29,089)
Contingent congideration {376} -
- (24874  (29,069)
Net turrent asssts 50,623 26,989
Total assets igss current liabiliuies 154,833 120,504
Non-current Liabiities
Cortingent consideration (833} -
Other financial liabfities 40 (27.872) (11577
; (28,805) {17,577}
Total net assets 126,350 102827
Capital and reserves
Share capital 813 748
Share premmm 32,085 2499
Merger reserve 63,197 63,197
Treasury resarve (792) (792)
Share based payment reserve 17,531 6,891
Profit and loss account 13,488 6,703
728,330 102,927

Shareholders' funds

1]

These financial statements were approved and authorised for 1ssue by the Board on 21 March 2018
and signed on its behalf by:
-

Jamie Hewitt MFy
Finance Director
M&C Saaich plo

Company Number 05114893

As permitted by Section 408 of the Compames Ack 2008, the Cempany has not presented its own profit
and loss account. lnciuded within the consolidated ncame statement for the year ended 31 December
2017 1s a profit after tax of £8,641k {2016: loss £5,435K).

The notes on pages 82 to 85 form part of these financsal siatements



STATEMENT OF CHANGES IN EQUITY

Share based
Treasury payment  Profit and lss

Sharecaplial Sharepremium Merger reserve reserve reserve accumt Tata!

£000 £000 £000 £000 2000 £000 £000

At 31 December 2015 T 17,338 83,187 (782} 1125 5,575 87,170
Share option charge - - - - 7,766 pail 1997
Put options exercised 2 6,761 - - - - 6,783
Divigends paid - - - - - (5,458) (5,458)
Profit for the year - - - - - 6,435 6435
At 51 Dacember 2016 749 24,009 83,197 {782) 8,891 6,783 102,827
Acquisitions L3 1,488 - - - - 1,502
Acquisitions of minoriy interest & 1,567 - - - - 1592
Exerczsa of put options 55 491 - - - {51) 4815
Share aption charga - - - - 13,100 a0 13,501
Recharged share opticn charges - - - - {4,480) 4450 -
Onndends paid -~ - - - - {G,748) (8,748}
Profit for the year - - - - - 8,641 8641
At 31 2017 813 32,085 63,187 (782) 17,531 13,4868 128,330

The notes on pages 82 to 85 form part of thase financial statements
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35. Accounting policies
The financial statements have been prepared under tha historical cost convention 1 accordance with
the reguced disclosure framework of FRS101

In adopting the reducad disciosure (ramework of FRS101, the Company has made the faliowing
exemptions from disclosure:

= the cash flow statement and related notes;

« disclosures in respect of transactions with wholly owned subsidianes,

= disclosures in respect of capital management, and

+» the effects of new but not yat effective IFRSs

Acctunting policies applied
The following principal accounting policies have been apphed:

a) Vahation of investments
lnvestments held as fixed assets are stated at cost, less any provision for impairment

b Bangions
Gontrigutions to personal pensian pians are charged Lo the profit and ioss account in the period in
which thoy ara due

¢) Group policles (note 34 ang note 4) .
See Group policy for current tax, deferred tax, share based payments and borrowings,

d) Bhare based payments in Company

The cast of awards to employees of subsiirary undertakings classified as conditional shares awards is
accaumted for as an addibonal investment in the emptoying subsidiary. When such awards are
recharged to empleying or acquiring entity the investiment in the Company's boaks is reduced by the
vali of equity awarded,

8] Didends
intenim dividands are recorded when they are paid and the final dividends are recorded when they
become tegally payable,

) Treasuryshares

When the Campany reacquires S ¢wn equity instruments, those mstruments {treasury shares) are
dedcted from equity. No gain or 1053 15 recognised in profit or loss on the purthase, sale, 1ssue or
cantellabion of the Company's treasury shares. Such treasury shares rmay be acquired snd had by
the Company or by other members of the Group Gonsideration paid or receved is recogmsed
directly in equity.
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36. investments in subsldiary undertakings

201t 2018
- __£000 000
At 1 January _ 81,205 83,458
Acquisition of a subsidiary” 203 -
Conditonal conskleration™ 1,058 -
€onditional sharg awards recharge of brought farward balance™ (4,460} -
Condibonal share awards"™* 13,100 7,766
At 31 December 101,914 91,225
*  Acousdicn of 50 1% of Levergy Marketing Ageacy (Piy) Ltd (note 1B).
** Conditional Consideratron for 38 0% of Levergy Marketing Agency {Pty) Lid (nate 18).
*** Gond:honat share awards (MinGrity interest put optiens with |Raver prowisions) (pote 30}
2y 2n8
£000 £000
Subsidery investments 84,383 82,334
Conditional share awards 17,551 8,891
Total 101914 91,225

The direct and ndiwect subsidiary undertakings are fisted in note 3 to the consolidated financial
statemants.

37. Other non-current assets

2017 2016
2000 £000
Loans to suhsikary employees” 1,853 1815
Loan 10 assist equity purchase** 435 435
Tatal 2,208 2,250

*  Ths related to the AUD3.Bm (Current balznze AUD3.9m) loans that the Group lzat local management of M&C
Saztchi Agency Pty Ltd, in 2015, to enable them to acquire 20% of thatbusmess The full recourse loan s
repayable in fullif the purchasers no longer bave a beneficral iderest in the shares of the Australian Group, or are
a0 longer employed. The oan 1 unsacured and sharged interest zt 0 1% above the fwe-year Austrakian interbank
rate at date lgan advanoed. The carrying vihie of the lgan spproximated to fair value.

Loan tg South African Indigenous equity holders to enabia them to zcquire equity in South Africas subsidianes in
accordance with local laws.
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30, Trade and other recelvables

41. Directors' remuneration

2017 201§ W7 016
Amaunts due less than one year 2000 000 000
Amounts from subsidiary undertakings® 1,403 54,334 Total for nine Birectors:

Prepayments and accrued inceme 22 &5
Corporation tax debtor 2067 1,048 Directors’ salanes and benefits 2050 2,058
Other debtors 322 32 Bonuses® 125 200
Total trade debtors and other recéivables 73814 65,800 Contribution to maney purchase pension schemes. 15 16
 Repayatie on demand. Amounts recangble Irom subsichary undertakings mokude relatmg to Total rern\'marauon before charges 2,180 2274
put aptons. At detaded i otes 4 and 27, the Group has a number of put sption arrangsmants i placa. On axercisa Share option charges 401 231
of these put aptions, the Company is required to issue shares n exchange for the shares of the minarity intarests 2,501 9505
Whera the Company's sharehoiding of the acquired subsidiary becomes eual 10 a¢ hghar than 90% &% & result, -
amounts are credited to the Merger ResBrve on exarcise
The aequred shares are then wiimediately soid to subsicianes of tha Company, therety craating an intercompany 2017 2006
' soar it S o it eoupeiond el to T Sonze (Londond L&, MAC Sastcw 20 2008
Durmg the year, put option Kabilities of £2. mroised In relaton (o ource: Jon; adl
PR UK LLP and fhree smaker aernationd) subsidiarias {nate 27) Thase aiities are not recorded i (e books of Highest paid Director:
the Covmpanry 2s thase ara treated as denvalve instrumsnts wilh a aegligihle far vaiue.
BEwreclors’ salanes and benefits 41 422
39, Creditors falling dug within one year Banus - 50
Contribution to money purchase pension - 1
31; g;g Total remuneration before accountng charges 421 473
Trade creditors (182) (124) Shara opbon tharges 100 5
Amgounts due to subsidiaries* . (23,881) (28,400 Ll o
Aogruats and daferred income (425) 403) During the year, no (216: 1) MAC Saatch plc sharas wrg rsSiied 10 Executve Direators, in return for
(24,488) (29,080 Diragtors’ interest in M&C Saatchi Worldwide Ltd B ordinary shares.
* Repayatie on demand The number of Directors with & money purchase pension scheme was 5 (2016: 6).
40. Greditors falling due after more than one year Tha Directors are the key management personnel of the Company.
2057 201
£000 1000
Bank ioans 27,612) (17,51

See note 25 for mare details.
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42 Ralated parties

Durung the year, the Cormpany charged a 1t recharge ta ies totatmg £815k

(2014: £B18K) 2325k {2016 £372k) was due in relaticn to this management racharge from subsidianes
ag at the balance shest date. Including these amounts the Company also provides shart term working
Capital Yoans to 2nd borrows funds from certain subsidiaries, disclased in notes 37, 38 and 39. The
amounts due from subsidiary undertakings payable in cash of £71,403k (2016 £54,3384) 13 net of
£6,881% (2016: £5,881%) prowssions for doubtful acGounts.

Further detais of related parties of the Company arg provided m note 33.

43, List of registered addresses

Country _Entity Reglstered ress
LChina M&C Saatoh Advertsing {Shanghar}Lig ,"_‘90”‘ .22?' Guichang Raad, Pudong,
France FCING SAS 32 Aue Notre Dame-des Victores, 75002,
M&G Saatchi Gad 545 Parts
M&C Saaich Litde Stores SAS
WM& Saatchi One SARL
Paris Gad Holng SAS
Gometis 14 Rue Meslay, 75003, Paris
Tataprod
Germany M&L Saatchl Advertising GrabH Munzstrasse 21-23, 10178, Berin
MA&C Saztchi Sports & Entertalnment GmbH
M&C Sazichi Sun GmbH
MR&C Saatchi PR Unternehmergeselischaft
HongKong  Clear Asia Ltd 25/F Cambndge House, Takoe Place 873
M&L Saateh) (HK) Ltd King's oad, Quarry Bay
M&L Saatchi Asia Ltd 8/F Alexandra House, 18 Chater Road,
Lentral
india M&.C Saatchi Communications Pvt Ltd 2 I?a'égm Mang, Vasant Vihar New Dethi,
110057
Febryuary Commumications Pvi Lid 1418 Shahpur Jat New Delhi
Haly M&C Saatchi SpA Viale Monte Nera, 27 20155, Mian
M&C Saatch PR sré
Israel M&L Saatchi Tel Aviv Ltd 1 Abba Even, Bowlevard, Herziia 4672519
Japan M&C Saatchi 1td %&’;‘Ebiw-Nsshl 1-Chame, Shibuya- Xu,
okyo
talaysia MAEL Saatehi (M} Sdn Bhd Untt 10-2, 1Gth Floor, Bangunan Maiaysia RE,
Dasign Factory Sdn Bhd 17 Jalan Bungun, Damansara Heights, 50490
tntelig Factory San 8hd Yuala Lumpur
Neirerlands  M&C Saatehl International Koldings BY 36 Golden Sguare, London WHF 9EE, UK
Clear Netherlands BY Keizersgracht 203 Amsterdam
Palostan gﬂ-ﬂ Saaxehi Worid Services Pakstan (Pvt) 48M, Block § P.EC.H.S, Karach
Singapore Clear ldeas (Singapore) Pta Ltd 21 Media Circle #05-09/10, Infinte Studios,

M&L Saatchy Mobile Asia Pactfic Pte Lid
M&C Saatehi (S) Pte Ltd

138562

ME&C Saatchi Haldings Agia Pie Ltd

B0 Robinson Road, #02-0, 066398

_Gountry Entity ] red Address.
Australa M&C Saatch Sport & Entertainment Py Ltd 93 Macquarie Street, Sycney NSW 2000
Park Avenue PR Pty Ltd
Saatehl Ventures Py Ltd
Tricky Jigsaw Py Ltd
Bellwether Globai Pry Lid Level 12, 131 Macquarie Streel, Sydney
Brands in Space Pty Ltd NSW 2000
Lida Australa Piy Lid
Bright Red Qranges Pty Ltd Leve! 6131 Macquarie Street, Sydney
G Studios Pty Ltd NSW 2000
M&C Saateh Drect Pty L1d
M&C Saatehi Agency Pty Lic Unit 6 223-227 0'Sullivan Road, Bellevue Hil
Re Team Pty Ltd NSW 2023
EMCSaatchi Pty Lid
14 Saatchi Asia Pag Holdings Pty Lid Level 12, 131 Lucouarel Street, Sydney
NSW 2000
Bang Pty Ltd Unit 19, 2854 Crown Street, Surry Hills
Clear Australm Pty Ltd NSW 2010
M&C Saatchi Methourne Piy Ltd Level 1, 457 St Kilda Poad, Melbourns
VIC 3064
Bahrain M&C Saatchi Bahran WLL 5§1,122,1605,516 Manama Center
Brazil Lily Participacoes Ltda Averiga Brigadeiro Fana Lima, 1355 Jardim
Paulistang 16 Andar, Sal S50 Payle
01452.919
W& Saaich Brasil Comunicagso Lida Rua Girassol, 325/927, 1st Fioor, Vila
MG Saatchi Brasil Participacoes Ltda Madalena, 05433-002
A+ Saatchi/msght Pesquisa &
Plangjamento Lida
Santa Clara Partizipacoes Ltda Aua Wisard, 304, Vila Magalenz,

3 Andar-Con, S30 Paofo

B4



NOTES

Continued

43, List of registered addrasses continued

Cauntry Entity Registered Addrass

UsA Clear USALLC 88 Pine Street, 30th Floor, New York,
Clear NY LtP NY 10005
M&C Saatehi PALLP
M?C Saatch Sports & Entertainment NY
Shepardson Stern + Karunsky LLP
M&C Saatchi Agency Inc.
M&C Saatehi NY LLP
LDANY LLP 138 W 25th Street, New York, NY 10001
MA&C Saatchi LA nc.. 2032 Broadway, Santa Monica, CA 90404
Warid Services US Inc.

MA&C Saatchi Mobda LLP

625 Broadway, 5th Floor, New York,
NY 10012

Country Entity Address
South Africa  Creative Spark Interactve (Pty) Lid 152 Ann Crescent, Sandton, Johannesburg,
140 Saatehl Sports & Entertainment South 2196
Afri:a Pty Lid
Dalmation Communscatians {Pty) Ltd Media Quarter, Sth Floor, Corner Somerset
M&C Saatchi Abel (Pty) Ltd and De Smit Sireet, Ded, Waterkant, Cape
}M&C Saatch Africa (Pty) Ltd Tawn
M&C Saatchi Connect (Pty) Lid
Spain MA&C Saatch Madad SRL Calle Gran Via, 27, 28013, Madnd
M&C Saatchi Digital SL
Media By Deslgn Spain SA
M&C Saatchi Sponsorship S.L
Sweden Ma&C Saatchi AB Skeppsbron 16, 11130, Stockhokn
M&C Saatchi Gol AD
M&C Saatchi PR AB
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INDEPENDENT AUDITOR’S REPORT

Tg the members of M&C Saatchi ple

1. Qur opinion is unmodified

We have audited 1he financiai statements of M&C Saatchi plc for the year endad 31 December 2017

which comprise the consofidated income statemnent, the consolidated statement of other

comprehensive income, consolidated balance sheet, consoiidated statement of changes in equity,

the consolidated cash flow statement, the parent company balance sheet, the parent company

statement changes m equity and the related notes. In our opinion:

» the financial statements give a true and far 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 been properly prepared in accordance with international
Financial Reporting Standards as adopted by the European Union;

« the parent Company financial statements have been properly prepared in agcordance with United
Kingdom Generatly Accepted Accounting Practice, including FRS$101 “Reduced Disclosure
Framework”; and

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

Basis for opinion

We conducted our audit in accordance with international Standards on Auchting (UK) (“1SAs (UK)™)
and applicable law. Our responsibilties are described below, We have fulfiled our ethical
regponsibiities under, and are independent of the Group in agcordance with, UK athigal
requirements including the FRC Ethical $tandard as applied to listed entities. We believe that the
audit evidence we have cbtained is a sufficient and appropriate basis for our opinion.

Overview

Materiality: group finanwial H0.9m (2015: £1.2m)
Stataments as a whole 4.7% of Normalised profit before tax (2016: 0.6% of group revenue)
Coverage B4% {2016: B0%) of sroup revenue;

73% (2016: 64%) profit before tax

Risks of materia) misstatement

Recurring risks Timing and acsuracy of revenue ©
recogntion
Valuation of goodwil! [ d
Parent company risks " Recoverabitty of parent company's ©

investment in subsitiaries
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INDEPENDENT AUDITOR’S REPORT

GContinued

2, Key audit matters: our assessment of risks of material misstatement

Key audit matters are those matters that, in our professional judgment, were of most significance in
the audit of the financial statements and inciude the most significant assessed risks of material
misstatement (whether or not due to fraud) identified by us, including these which had the greatest
effect on: the overall audit strategy; the allocation o resources in the audit; and diresting 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 apinion thereon, and we do not provide a separate
opinion on these matters. In arriving at our audit opinion above, the key audit matters, in decreasing
arder of audit significance, were as fallows (unchanged from 2016)

Timing and accuracy of revenue recognition
{£251.5m million; 2016. £295.4m)

Refer to page 19-20 (Audit Committee Report), page 48 (accounting policy) and page 41
(financial disclosures).

The risk

The specific nature of the nsk of materal misstatement in revenue recogntion vames across the Group's
operating segments. .

Data capture and processing:

Rebates are earned frof suppliers based on the level of spend and contractual terms with the media owner.
Assessing the tmeng of recopnition and accuracy of rebate income earned is an area of complessty and
Jjudgement 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 income
earned is required to be shared with the customer and on what basis to caloulate such passback.

2017/2018 sales:

When assessing revenue: recognition for ndividuat projects judgement is required in estimating the percentage of
completion. Given the camplexity in estmation and judgement mvalved, timing of recognition and accuracy of
project revenue fs considered to be a key audit risk.
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INDEPENDENT AUDITOR'S HEPGHT

Continued

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

Our procedures included:

Accounting for Media Ingcome:

+ Tasts of detall: On a sanple basis we assessed the directors’ interpretation of contractual terms with
media owners and clients to determine whether the amount of rebate income recogmsed dyring the year
was appropriate.

» For a sample of rebate Income recognised during the year we obtained evidence of invoices, payments and
contracts te determing whether such income was regognised at the appropriate tune, m line with the
contrzctual terms agreed with the media owner and applicable accounting standards.

« We also performed substantive sampling of the year end rebate income balance, agreeing accrued balances
to supplier confirmations received post year end. Where such confirmations were not recewed by the chent,
we verified the calgulation of the actrued balance by agreemg suppher expenditure to purchase invoices
and verifying contractual terms.

Project revenue:

= Tests of detall: W2 evaluated tha revenue recognition policy of the Group and on a sample basis we
assessed whether the related revenue had been recogmised in conformity with Group's pelicy and appliczble
acsounting standards.

+ For a samgple of revenue resognised aear the yzar end, sampled from both revenue and amounts accrued
or deferved at peniod end, we assessed whether the transactions were recognised in the coreect
accounting period by verifying the transactions to supporting documentation such as: undertying contracts
or customer purchase orders or agreed praject estimates and, in certain instances, corroborating amounts
recognised with project managers,

= We performed inspection of work in progress rel2eses during the period and analysed the ageing of
bafances recorded within word in progress at period end,
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INDEPENDENT AUDITOR’S REPORT

Continued

2. Key audit matters: our assessment of risks of material misstatement continued
Recoverability of goodwill in LIS components
{£10.8 milllon; 2016: £16.6m)

Refer to page 19-20 (Audit Committee Report), page 49 (accounting policy) and page 57-59
({financial disclosures).

The risk
forecast based valuation

Market conditions remain challenging and performance has varied compared to the directors’ expectation,
particularfy in the 55+X business that was acquired in 2016.

Determining whether the carrymg value of goodwill is recoverable requires the directors te make significant
estimates concerning the future cash fows, which are inherently unceriain due 1o the lack of contractually
commitied revenues, associated discount rates and growth rates based on their view of future business

prospects. Given the relativa sensitivity 10 certain inputs to the impairment madels, tha valuation of goodwill 1
considered a key audit risk.

Qur response
Our procedures included
- A ing for &: Ghall d the tions included in the impairment models far goodwill, Including

operating cash flow projections and long term growth rates. We assessed the historical accurasy of
management forecasts by comparing past forecasts to actual results achieved.

« Our ssctor exparience: With the assi of gur valuat: ialists we formed an independert
assessment of the discount ratas used and assessed the methodalogy used in préparing the impatrment
testing model inciuding verification of the mathematical aceuracy of the impairment model.

+ Sensithvity analysis: Performed itrvtty qQuer in the key assumptions.

« Assessing transparency: Considered the adequacy of tha Group’s disclosures in respect of its goodwill
impairment testing and whether disciosures about the sensitivity of the autcome of the impairment

assessment to reasonably possible ehanges in key assumptions property refiected the risks mherentin Such
assumption,
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INDEPENDENT AUDITOR’S REPORT

Continued

2. Key audit matters: our assessment of risks of material misstatement continued
Recoverabllity of parent company’s Investment in subsidiaries
(£101.9 milign; 2016: £81.2m)}

Refer to page B2 (accounting polley) and page 83 (financial disclasures).
The risk
Low risk, high value
The carrying ameunt of the parent company’s investments in subsidiaries represents 57% (2016: 61%) of the
Gompany's total assets. Their recoverability is not at 4 high risk of significant misstatement or subject te
significant Judgement. However, due {0 their materialty in the context of the parent company financial

ts, this is consid@red to be the area that had the greatest effect on our gverall parent company autit.
Our respanse

Our procedures included:

+ Tests of detail: We compared the carrying ameunt of a sample of the highest value investments,
representing 97% (2016: 99%) of the total mvestment batance, with the relevant subsidiaries' draft balance
sheet to identify whether their net assets, being an approximation of their minimum recoverable amaunt,
were in excess of their ¢arrying amount and assessing whether those subsidiaries have historically been
profit-making

+ Assessing subsidlary audits: Assessed the work performed by the subsidiary audit team on that sample
of thase subsidiaries and considering the resulis of that work, on those subsidiames’ prefits and net assets.
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INDEPENDENT AUDITOR'S REPORT

Continued

3. Our application of materiality and 2n overview of the scope of our audit

Materiality for the group financial statements as a whols was set at £0.9m (2016: £1.2m represented
by 0.5% of group revenue), determined with reference to a benchmark of normahsed profit before
tax normalised to exclude this year’s mpairment of gocdwill, fair value movements on put option
liabilities and specific share based payment charges that have been accelerated this year as
disclosed in notes 17, 2T and 30, respectively of £21.6m (of which it represents 4.2%). Revenue
benchmark was applied in previous years due to historical volatility in the Group's profit before 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
datermuined by reference to toial assets, and represents (1.5% of the Company’s total assets (2016: 1%).

We report to the Audit Committes any corrected or uncorrected identified misstatements
exceeding £45,000 (2016: £60,000), 1n addition to other identified misstatements that warranted
reporting on qualitative grounds.

Of the Group's 77 (2016. 70} reparting components, wa subyected 15 (5016; 14) to full scope audits
for group purposes and 2 (2016: None) to specified risk-focused audit procedures. The latter were
not individually financially significant enough to require a fult scope audit for group reporting
purposes, but were included in the scope of our group audit work in order to provide further
coverage over the (dentified risks and the Group's results.

The components within the scope of our work accounted for the percentages illustrated on the
next page.

The remaining 16% (2016: 20%) of total group revenue, 27% (2016: 36%) of group profit before tax
and 18% (2015 20%) of tolal group assels is represented by 50 (2018: 56) reporting components,
none of which individually represented more than 4% (2016: 4%) of any of total group revenue, Broup
profit before tax or total group assets. For these residual components, we performed analysis at an
aggrepated group level to re-examine our assessment that there were no significant risks of
material misstatement within these.

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 (2016: £0.1m to £0.8m),
having regard to the mix of size and risk profile of the Group across the components. The work on
15 of the 17 (2016: 13 of the 14) components was performed by component auditors and the rest,
inclugding the audit of the parent company, was performed by the Group team. The group team
performed procedures on the items excluded from normalised group profit before tax.

Benchmark reconclliation

Group profit before tax

Fair value movements on put option habiities
Impairment of goodwiil

Specific share based payment charges




INDEPENDENT AUDITOR'S REPORT

Continued - :
3. Our application of materiality and an overview of the scope of our audit continued

Profit benchmark ' Group Materiality
£21.6m (2016: £225 4m revenue) £0,9m (2016: £1.2m)

£0,6m Wholz financial statements
materialtty (2016; £1.2m)

£0.7r Range of materiality at
15 components (0. m-E07m)
{7016 20:4m-£0.8m)

£45,000 Misstatements reported to the
audit committee{2016: £60,000)

m. Profit benchmark

@ Group materiality

u Audits for group reporting purposss
r Specified risk-focused audit procedures
= Residual components
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INDEPENDENT AUDITOR’S REPORT

Continued

3. Our application of materiality and an overview of the scope of our audit continued

How we work closely with component auditors

The Group team visited 2 (2016: 1) component locatigns in US, Aystralia {2016: US) to assess the
audit risk and strategy. Video and telephene conferance meetings were also held with these
component auditors and the majority of the others that were not physically visited, At these vistts
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 augrtor.

4. We have nothing to report on going concern

We are required to repert to you if we have concluded that the use of the going concern basis of
aceaunting is inappropriate or there is an undisclosed materal 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 repert in these respacts.

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

Tha directors are respongibla for the other information presented in the Annual Report together
with the financiat statements. Our opinion on the financial 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 responsibifity is to read the other information and, in doing s, cansider whether, based on our
financial statements audit work, the information therein 1s materiaily misstated or inconsistent with
the financial statements or our audit knowledge. Based solely on that work we have not identified
materal 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 strategic report and the directors’ report;

= in our opinion'the information given in those reports for the financial year i1s consistent with the
financial statements; and

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

Continued

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

by exception

Under the Companies 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 fram branches not visited by us; or

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

» certain disciosures of directors’ remuneration specified by law are not made; or

» we have not recewved all the information and explanations we reguire for our audrt,

We have nothing to report in these respects.

7. Respective responsibilities

Directors’ responsibilities

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

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

the Group and parent Company's abifity to continue as a going concern, disclosing, as apphicable,
matiers related to going concern; and using the going concern basis of accounting unless they either
intend t¢ liquidate the Group or the parent Company of 1o cease operations, oF have no realistic
alternative but to do so.

Auditor’s responsibilities

Cur objectives are to obtain reascnable assurance about whether the financial statements as
awhole 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 18As {UK) will always detect a material
misstatement when 1t exists. Misstatements can arise from fraud or errar and are considered
material if, individually or in aggregate, they could reasonably be expected to influence the
gconomic decisins of users taken on the basis of the financial statements,

A fuller description of our respongibilities is provided on the FRC's website at
www.fre.org.ul/auditorsresponsibilities.



INDEPENDENT AUDITOR’S REPORT

Continued

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

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3
of Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might state
to the Company's members those matters we are required to state to them in an auditor’s report
and for no other purpese. To the fullest extent permitted by law, we do not accepl or assume
responsibility to anyone other than the GCompany and the Company’s members, as a body, for

our audit work, for this report, or for the opinions we have formed.

——
John Bennett

(Senior Statutory Auditor) (/L, J.,_‘__ﬁ
for and on behalf of KPMG LLP, Statutory Auditor

Charterad Acgountants
15 Canada Square
London E14 5GL

United Kingdom

21 March 2018
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