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Innocean Worldwide UK Limited

Annual report and financial statements
Year ended 31 December 2019

Strategic report

The Directors submit the Strategic Report together with their Report of the Directors and the audited financial
statements of Innocean Worldwide UK Limited (the “Company”) for the year ended 31 December 2019.

-

Principal activity
The principal activity of Innocean Worldwide UK Limited continues to be that of an advertising agency.
Fair review of business

The Company provides communications planning and media buying and co-ordination services across all
media in the United Kingdom, including traditional media and increasingly all areas of digital media. In
addition, the Company provides bespoke production services including web design, artwork and branded
content development. There have not been any significant changes in this activity in the year under review, nor
are any changes anticipated in the forthcoming year.

The results for the year are shown in the profit and loss account on page 10. The profit on ordinary activities
before taxation was £1,220,833 (20/8: £975,391). Last year’s tumover was £9,169,231, the current year
turnover has increased compared to the prior year with movement to £9,890,608. The Company is reliant on the
ongoing custom of Hyundai Motor UK Limited and Kia Motors (UK) Limited.

Principal risks and uncertainties

The Company’s business mainly depends on two related companies Hyundai Motors UK and Kia Motors UK.
Both clients have competitive pressure in the UK car market which has resulted in reducing their marketing
budget in relation to their sales. However, both clients strive to provide add-value products and services to their
customers to manage such risks and the Company also strive to provide a better way of doing client’s
marketing.

Uncertainties arising from COVID-19 and Brexit

We have looked at the uncertainties arising from COVID-19 and Brexit facing all businesses and challenged
ourselves as to the impact on estimates made within these financial statements including the appropriateness of
the going concern basis of preparation of the financial statement. All of these depend on assessments of the
future economic environment which involves a great element of subjectivity and assumptions that can be
highly sensitive.

The directors have formed a working party with the entire Senior Management Team to identify and mitigate
all threats association with Brexit.

The specific areas identified such as HR, VAT and GDPR have been worked on both internally and externally
with stakeholders. The Company has prepared for these changes by obtaining signed GDPR consent forms
from employees and take into the most up-to-dated account software for VAT return during 2020. In relation to
the company’s financial position movement due to the Brexit, the company concluded that there is no
significant impact on it as both client Hyundai Motors UK and Kia Motors UK have planned their marketing
spend at a certain level that can provide sufficient revenue and profit for the Company.

When COVID-19 had triggered “the 1% UK lockdown” of people and their movements, including dealerships
and the selling of cars, this then became a principle risk to our business based upon our Hyundai and Kia
clients reducing their spend in keeping with the changing times. At the time of lockdown, the Company’s client
expenditure was postponed almost immediately and the uncertainly prevailed as there was not a clear sign as to
when lockdown protocol would be:eased. This manifested itself in a loss in revenue and income for the
Company in 2020 whilst the Company all came to terms with the new priorities and looking forward into how
they could help their Hyundai and Kia clients business from the state of lockdown. The Company’s key
suggestion to both clients was to move on more digital methods (e.g. Ad-tech programmatic, social) of
marketing rather than traditional TV and radio.
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Strategic report (continued)

Key Performance Indicators

To provide value for our shareholders, the directors consider that turnover, gross profit and operating profit are
the key performance indicators (KPIs) that show a good measure of the Company’s performance and financial
strength.

FY2019 FY2018 Diff. Change +/-
£ £ £ %
Turnover 9,890,608 9,169,231 721,377 +8%
Gross Profit 5,690,646 5,486,105 204,541 +4%
Operating Profit 1,210,842 975,704 235,138 +24%
Profit before taxation 1,220,833 975,391 245,442 +25%
Profit for the financial year 980,621 781,221 199,400 +26%

In 2019 the UK car market recorded a fall in the number of new car registrations for the third year in a row,
down by 2.4% to 2.31m units. The economic climate was uncertain in the year with variable rates of GDP
which led to a fall in consumer confidence. The economic outlook in 2020 is challenging due to the impact of
COVID-19, on-going Brexit negotiation and concemns around diesel cars. We expect slowdown in the UK
economy with fewer car sales, however, due to our revenue restructuring, client’s unique market position and
their capability of producing more electric cars than the competitors, the Company’s financial position will
remain strong.

Financial risk management

The Company’s operations exposes it to a variety of financial risks that include the effects of changes in debt
market prices, credit risk, liquidity risk and interest rate risk. The Company has in place a risk management
programme that seeks to limit the adverse effects on the financial performance of the Company by maintaining
a good relationship with customers and suppliers and adjusting debtor and creditor payment terms when
needed. The Company does not have any short-term credit facilities from its ultimate parent Company or UK
bank which reduces the finance risk.

The directors have not delegated the responsibility of monitoring financial risk management to a sub-committee
of the board. The policies set by the board of directors are implemented by the ultimate parent Company’s
guideline as well as the Company’s finance department. '

Chong Kyun Kim 02 February 2021
Chief Financial Officer
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Directors’ report

The directors present their annual report and financial statements for the year ended 31 December 2019.
Principal activities

The Company’s principal activity is the provision of strategic marketing and advertising services to
automotive manufacturers and distributors worldwide.

Proposed dividend

There is no proposed plan for a dividend payment for the financial year 2019.
(£1,000,000 was paid to Innocean Worldwide Inc. for the financial year 2018 in 2019).
Directors

The directors who held office during the year were as follows:

Seokjun Hong

Hyun Woo Sim (resigned 01 March 2020)
Tae Young Kim (appointed 24 October 2019)
Chong Kyun Kim (appointed 01 March 2020)

Events after the balance sheet date

In December 2019, several cases of pneumonia associated with the coronavirus disease (COVID-19) were
reported in Wuhan, China. The spread of the virus has caused business disruption beginning in January 2020
and the World Health Organization declared this virus to be a public health emergency on 31 January 2020.

When the UK went into lockdown in March 2020, all car dealership had to close. Accordingly, the Company’s
main clients Hyundai Motors UK and Kia Motors UK reduced their marketing budget that led to the
Company’s revenue reduction accordingly.

The business disruption has lasted for more than a year now, there is still uncertainty around the duration of
these disruptions or the possibility of other effects on the business.

This outbreak has been treated as a non-adjusting event for the purposes of the 2019 accounts. But there was
impact on advertising and marketing spend in 2020 which resulted in a decrease of the Company’s expected
revenue and profit compared to 2019.

Management is focused on the safety and well-being of its people and has put in place all of the necessary
measures to protect all its stakeholder’s interests and to rigorously manage all costs, particularly during this
period.

Disabled employees

Application for employment by disabled persons are always fully considered, bearing in mind the aptitudes and
abilities of the applicant concerned. In the event of members of staff becoming disabled, every effort is made to
ensure that their employment with the Company continues and that appropriate training is arranged. It is the
policy of the Company that the training, career development and promotion of disabled persons should, as far
as possible, be identical to that that of other employees.

Employee’s involvement

The Company places considerable value on the involvement of its employees and has continued its previous
practice of keeping them informed on matters affecting them as employees, and in various factors affecting the
performance of the Company through Company all staff meeting. Employees are consulted regularly on a wide
range of matters affecting their current and future interests.

Political and charitable donations

The Company made charitable donations of £Nil (20/8: £/,100) during the year.
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Directors’ report (continued)

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that so far as they are
aware, there is no relevant audit information of which the Company’s auditor is unaware, and each
director has taken all steps that ought to have been taken as a director to make themselves aware of any
relevant audit information and to establish that the Company’s auditor is aware of that information.

Section 172 statement — Statement by the Directors in performance of their statutory duties in
accordance with S172(1) Companies Act 2006

The Directors of the Company, as those of all UK companies, must act in accordance with a set of general
duties as detailed in Section 172 of the Companies Act 2006. This is summarised as follows:

“A director of a company must act in the way they considers, in good faith, would be most likely to promote
the success of the company for the benefit of its members as a whole, and in doing so have regard (amongst
other matters) to:

a) the likely consequences of any decision in the long term,

b) the interests of the company's employees,

c) the need to foster the company's business relationships with suppliers, customers and others,

d) the impact of the company's operations on the community and the environment,

¢) the desirability of the company maintaining a reputation for high standards of business conduct, and
f) the need to act fairly as between members of the company.”

The board of directors (“the Board”) of Innocean Worldwide UK Limited consider, both individually and
collectively, that they have acted in the way they consider, in good faith, would be most likely to promote the
success of the Company for the benefits of its members as a whole in decision taken during the year ended 31
December 2019,

In making this assessment the Board considers the matters below to be of particular relevance:

a) the likely consequences of any decision in the long term;

The Board links all decisions with its long term strategic goal of “Digitalisation” and “Maximise the creativity
and performance of each individuals”. The decisions are focused around long term profitability and
sustainability of the Company and its key business partners to maximise return of all strategic business partners
including our shareholders.

b) the interests of the company's employees;

The Board place great emphasis on continually developing the capability of its employees. This is achieved
through a number of programmes, including but not limited to an annual personal development plan, regular
management feedback and provision of both digital and instructor based training. All the Company’s managers
have been put through rigorous leadership development programmes to enhance their coaching capabilities.

c) the need to foster the company's business relationships with suppliers, customers and others;

Under the Innocean Worldwide Inc.’s guideline, the Company shall not make unfair demands, accept gifts or
bribe from partner companies, or perform any actions that may otherwise hinder fair performance of work
duties. And the Company shall protect our client’s information, including intellectual property rights and trade
secrets, with utmost care, and we must keep the trust and confidence of our client in this regard.

d) the impact of the company's operations on the community and the environment;

the Board is very aware of its community and the environment. The Company supports local charity to raise
funds and encourage its employees try not to use papers at work. The Company also try to recycle where
possible and reduced using of plastic bottler waters in the office.
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e) the desirability of the company maintaining a reputation for high standards of business conduct;

The Board is committed to complying with all applicable laws and regulations, through the appointment of
Compliance Officers (CEO, Corporate service director and operations director) and regular training for all
employees. A strong compliance culture is promoted by the Board and through regular interaction and
identification the Company has strong relationships with all regulatory authorities and takes a proactive
approach to all compliance issues.

f) the need to act fairly as between members of the company;

The Company is a wholly owned subsidiary of Innocean Worldwide Inc., and regularly meets and reports to its
ultimate parent company to ensure alignment and approval where necessary. Approval includes annual business
plan, short, medium and long-term plans and service enhancements and future developments.

Going Concern

The uncertainty as to the future impact on the Company of the recent COVID-19 outbreak has been considered
as part of the Company’s adoption of the going concern basis of preparation. The directors have prepared cash
flow forecasts for a period of 12 months from the date of approval of these financial statements considering
both a base case and a severe but plausible downside scenario, which indicate that the Company will have
sufficient funds to meet its liabilities as they fall due for that period.

As detailed in note 1.1, there is uncertainty over the intention of key stakeholders to continue trading with the
Company. Therefore, the ultimate parent company, Innocean Worldwide Inc, has indicated its intention to
continue such operations in the UK market for the period covered by the forecasts.

Other information

An indication of likely future developments in the business and particulars of significant events which have
occurred since the end of the financial year have been included in the Strategic Report on page 1.

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be re-appointed and KPMG
LLP will therefore continue in office.

By order of the board

ooz A

Chong Kyun Kim 3™ Floor
Chief Financial Officer Haymarket House
26-29 Haymarket

London

SWI1Y 4SP

02 February 2021
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Statement of directors’ responsibilities in respect of the strategic report,
directors’ report and the financial statements

The directors are responsible for preparing the strategic report, the directors’ report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
they have elected to prepare the financial statements in accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice) FRS 101 Reduced Disclosure Framework.

Under Company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the Company and of the profit or loss of the
Company for that period.

In preparing these financial statements, the directors are required to:
e select suitable accounting policies and then apply them consistently;
e make judgments and estimates that are reasonable and prudent;

e assess the Company’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern; and

e use the going concern basis of accounting unless they either intend to liquidate the Company or to
cease operations, or have no realistic alternative to do so.

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



- Independent auditor’s report to the members of Innocean Worldwide UK Limited

Opinion

We have audited the financial statements of Innocean Worldwide UK Limited (“the Company”) for the year ended
31 December 2019 which comprise the profit and loss account, balance sheet, statement of changes in equity and
related notes, including the accounting policies in note 1.

In our opinion the financial statements:

e give a true and fair view of the state of the Company’s affairs as at 31 December 2019 and of its profit for the
year then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 101 Reduced
Disclosure Framework and

e 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 Auditing (UK) (“ISAs (UK)”) and applicable
law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are
independent of the Company in accordance with, UK ethical requirements including the FRC Ethical Standard.
We believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the
company or to cease its operations, and as they have concluded that the company’s financial position means that this
is realistic. They have also concluded that there are no material uncertainties that could have cast significant doubt
over its ability to continue as a going concern for at least a year from the date of approval of the financial statements
(“the going concern period™).

We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis
for a period of at least a year from the date of approval of the financial statements. In our evaluation of the
directors’ conclusions, we considered the inherent risks to the company’s business model and analysed how those
risks might affect the company’s financial resources or ability to continue operations over the going concern period.
We have nothing to report in these respects.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that
are inconsistent with judgements that were reasonable at the time they were made, the absence of reference to a
material uncertainty in this auditor's report is not a guarantee that the company will continue in operation.
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Independent auditor’s report to the members of Innocean Worldwide UK Limited
(continued)

Strategic report and Directors’ report

The directors are responsible for the Strategic report and the Directors’ report. Our opinion on the financial
statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the Strategic report and the Directors’ report and, in doing so, consider whether, based
on our financial statements audit work, the information therein is materially misstated or inconsistent with the
financial statements or our audit knowledge. Based solely on that work:

. we have not identified material misstatements in the Strategic report and the Directors’ report;

0 in our opinion the information given in those reports for the financial year is consistent with the financial
statements; and

J in our opinion those reports have been prepared in accordance with the Companies Act 2006.

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:

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

e the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or

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

We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 6, the directors are responsible for: the preparation of the
financial statements and for being satisfied that they give a true and fair view; such internal control as they
determine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error; assessing the Company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern; and using the going concern basis of accounting unless they either
intend to liquidate the Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

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

A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities.



Independent auditor’s report to the members of Innocean Worldwide UK Limited
(continued)

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 purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s
members, as a body, for our audit work, for this report, or for the opinions we have formed.

/

0Tl
Chrissy Douka (Senior Statutory Auditor) 02 February 2021
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
15 Canada Square
Canary Wharf
London
E14 5GL
United Kingdom



Profit and loss account

Jor the year ended 31 December 2019

Turnover
Cost of sales

Gross profit

Selling and Distribution costs
Administrative expenses

Operating profit

Interest receivable and similar income
Interest payable and similar charges

Profit before taxation

Tax on profit

Profit for the financial year

Note

N

Innocean Worldwide UK Limited

Annual report and financial statements
Year ended 31 December 2019

2019 2018
£ £
9,890,608 9,169,231
(4,199,962) (3,683,126)
5,690,646 5,486,105
(76,259) ~ (146,493)
(4,387,057) (4,363,908)
1,227,330 975,704
12,896 2,083
(19,393) (2,396)
1,220,833 975,391
(240,212) (194,170)
980,621 781,221

The Company’s results all relate to continuing operations for the current and preceding year.

The Company has no other comprehensive income in the current year or the prior year other than the profits and
losses as reported above and therefore no statement of other comprehensive income has been presented.

The notes on pages 13 to 26 form part of these financial statements.



Balance sheet
at 31 December 2019

Fixed assets
Tangible assets

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets

Creditors: amounts falling due over one year

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Shareholders’ funds

Note

10

11

12

12

16

IFRS 16
2019
£

6,254,533
2,551,802

8,806,335

(6,921,327)

(394,454)

Innocean Worldwide UK Limited

Annual report and financial statements
Year ended 31 December 2019

IAS 17
2018
£ £
595,671
3,671,191
3,801,272
7,472,463
(5,407,357)
1,885,008
2,086,225
150,000
1,936,225
2,086,225

74,233

2,065,106

2,139,339

150,000
1,989,339

2,139,339

Due to the adoption of IFRS16 in the year (see note 1.11) 2019 is stated under IFRS16 and 2018 is stated under

IAS17.

Notes from pages 13 to 26 form part of these financial statements.

These financial statements were approved by the board of directors on 02 February 2021 and were signed on

its behalf by:

o Z A

Chong Kyun Kim
Chief Financial Officer

Company number: 5731592

1
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Statement of Changes in Equity

Called up Profit and .
share capital loss account Total equity
£ £ £
Balance at 1 January 2018 150,000 2,208,118 2,358,118
Total comprehensive income for the period
Profit - 781,221 781,221
Dividends - (1,000,000) (1,000,000)
Balance at 31 December 2018 150,000 1,989,339 2,139,339
Transition to IFRS 16 (Note 1.11) - (33,735) (33,735)
Balance at 1 January 2019
150,000 1,955,604 2,105,604
Total comprehensive income for the period
Profit - 980,621 980,621
Dividends - (1,000,000) (1,000,000)
Balance at 31 December 2019 150,000 1,936,225 2,086,225

The note on pages 13 to 26 form an integral part of these financial statements.
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Notes

(forming part of the financial statements)
1 Accounting policies

Innocean Worldwide UK Limited is a private Company incorporated and domiciled in the UK.

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure
Framework (FRS 101).

In preparing these financial statements, the Company applies the recognition, measurement and disclosure
requirements of International Financial Reporting Standards as adopted by the EU (*Adopted [FRSs”), but makes
amendments where necessary in order to comply with Companies Act 2006 and has set out below where advantage
of the FRS 101 disclosure exemptions has been taken.

The Company’s ultimate parent undertaking, Innocean Worldwide Inc., includes the Company in its consolidated
financial statements. The consolidated financial statements of Innocean Worldwide Inc. are prepared in accordance
with International Financial Reporting Standards and are available to the public and may be obtained from
Landmark Tower 20F, 837-36, Yeoksam-Dong, Gangnam-gu, Seoul, 06253, South Korea.

In these financial statements, the Company has applied the exemptions available under FRS 101 in respect of the
following disclosures:

e a Cash Flow Statement and related notes;

e disclosures in respect of capital management;

e the effects of new but not yet effective IFRSs;

e disclosures in respect of the compensation of Key Management Personnel.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

1.1 Going concern

The financial statements have been prepared on a going concern basis which the direclors consider to be appropriate
for the following reasons.

The directors have prepared cash flow forecasts for a period of 12 months from the date of approval of these
financial statements which indicate that the Company has sufficient cash in order to meet its liabilities as they fall
due for that period. Cash balance held at the start of January 2021 amounted to £3.5m.

In preparing these forecasts the directors have assessed a base case forecast that their key customers and
stakeholders, Hyundai Motor UK Limited and Kia Motors (UK) Limited, will continue with their marketing and
advertising spending plan and follow the agreed payment terms. Under this scenario, costs will remain in line with
the total operating costs for FY20.

The directors have further considered a severe but plausible scenario, which considers the potential implications of
significantly reduced spending as a result of potential required cost savings due to COVID-19. The severe but
plausible case has assumed that the only revenue generated will be for the already agreed advertising spending of
one month while all costs will continue to be incurred as normal. In addition, the forecast assumes that the key
customers will continue to use the marketing and advertising services of this entity for the forecast period. Innocean
Worldwide Inc has indicated its intention to continue such operations in the UK market for the period covered by
the forecasts through this Company. As with any company placing reliance on other group entities, the directors
acknowledge that there can be no certainty that this intent to trade will continue although, at the date of approval of
these financial statements, they have no reason to believe that it will not do so.

Consequently, the directors are confident that the company will have sufficient funds to continue to meet its
liabilities as they fall due for at least 12 months from the date of approval of the financial statements and therefore
have prepared the financial statements on a going concern basis.
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Notes (continued)

1 Accounting policies (continued)

1.2 Measurement convention

The financial statements are prepared on the historical cost basis.
1.3 Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currencies at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies
that are stated at fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the
fair value was determined. Foreign exchange differences arising on translation are recognised in the profit and loss
account.

1.4 Financial Instruments
Recognition and initial measurement

Trade receivables and debt securities issued are initially recognised when they are originated. All other financial
assets and financial liabilities are initially recognised when the Company becomes a party to the contractual
provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or financial liability is
initially measured at fair value plus, for an item not at fair value through profit or loss (FVTPL), transaction costs
that are directly attributable to its acquisition or issue. A trade receivable without a significant financing component
is initially measured at the transaction price.

Classification and subsequent measurement
Financial assets classification
On initial recognition, a financial asset is classified as measured at: amortised cost; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes its business
model for managing financial assets in which case all affected financial assets are reclassified on the first day of the
first reporting period following the change in the business model.

A financial asset is measured at amortised cost if it meets both of the following conditions:
- it is held within a business model whose objective is to hold assets to collect contractual cash flows; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured at
FVTPL. This includes all derivative financial assets. R

Subsequent measurement and gains and losses

Financial assets at FVTPL - these assets are subsequently measured at fair value. Net gains and losses, including
any interest or dividend income, are recognised in profit or loss.

Financial assets at amortised cost - These assets are subsequently measured at amortised cost using the effective
interest method. The amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and
losses and impairment are recognised in profit or loss. Any gain or loss on derecognition is recognised in profit or
loss.
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Notes (continued)

1 Accounting policies (continued)

Financial liabilities and equity

Financial instruments issued by the Company are treated as equity only to the extent that they meet the following
two conditions: -

(a) they include no contractual obligations upon the Company to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are potentially
unfavourable to the Company; and

(b) where the instrument will or may be settled in the Company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the Company’s own equity
instruments or is a derivative that will be settled by the Company’s exchanging a fixed amount of cash or
other financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes the legal form of the Company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.

Impairment

The Company recognises loss allowances for expected credit losses (ECLs) on financial assets measured at
amortised cost, debt investments measured at FVOCI and contract assets (as defined in IFRS 15).

The Company measures loss allowances at an amount equal to lifetime ECL, except for other debt securities and
bank balances for which credit risk (i.e. the risk of default occurring over the expected life of the financial
instrument) has not increased significantly since initial recognition which are measured as 12-month ECL.

Loss allowances for trade receivables and contract assets are always measured at an amount equal to lifetime ECL

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and
when estimating ECL, the Company considers reasonable and supportable information that is relevant and available
without undue cost or effort. This includes both quantitative and qualitative information and analysis, based on the
Company’s historical experience and informed credit assessment and including forward-looking information.

The Company considers a financial asset to be in default when:

- the borrower is unlikely to pay its credit obligations to the Company in full, without recourse by the
Company to actions such as realising security (if any is held); or

- the financial asset is more than 90 days past due.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial
instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12 months after
the reporting date (or a shorter period if the expected life of the instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over which the
Company is exposed to credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract and the cash
flows that the Company expects to receive). ECLs are discounted at the effective interest rate of the financial asset.
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1 Accounting policies (continued)
L5 Financial instruments (continued)
Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost and debt securities
at FVOCI are credit-impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental
impact on the estimated future cash flows of the financial asset have occurred.

Write-offs

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there is no
realistic prospect of recovery.

1.6 Tangible fixed assets
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate items
of tangible fixed assets.

Leases in which the Company assumes substantially all the risks and rewards of ownership of the leased asset are
classified as finance leases. Where land and buildings are held under leases the accounting treatment of the land is
considered separately from that of the buildings. Leased assets acquired by way of finance lease are stated at an
amount equal to the lower of their fair value and the present value of the minimum lease payments at inception of
the lease, less accumulated depreciation and less accumulated impairment losses.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each
part of an item of tangible fixed assets. L.and is not depreciated. The estimated useful lives are as follows:

e Office equipment 3 years

e  Furniture 4 years

e Fixtures and fittings 5 years

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.
L7 Expenses

Operating lease payments

Payments (excluding costs for services and insurance) made under operating leases are recognised in the profit and
loss account on a straight-line basis over the term of the lease. Lease incentives received are recognised in the profit
and loss account as an integral part of the total lease expense.

Interest receivable and Interest payable

Interest payable and similar expenses include interest payable, finance expense on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on
provisions, and net foreign exchange losses that are recognised in the profit and loss account (see foreign currency
accounting policy). Borrowing costs that are directly attributable to the acquisition, construction or production of an
asset that takes a substantial time to be prepared for use, are capitalised as part of the cost of that asset. Other interest
receivable and similar income include interest receivable on funds invested and net foreign exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.
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1.8 Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the protit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income, in
which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous
years.

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. The following temporary differences are not provided
for: the initial recognition of goodwill; the initial recognition of assets or liabilities that affect neither accounting nor
taxable profit other than in a business combination, and differences relating to investments in subsidiaries to the extent
that they will probably not reverse in the foreseeable future. The amount of deferred tax provided is based on the
expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the temporary difference can be utilised.

L9 Employee benefits
Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution pension plans are recognised as an expense in the profit and loss account in the
periods during which services are rendered by employees.

1.10 Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the
revenue can be reliably measured. Revenue is recognised at the point the service is delivered. Where payment is
made in advance or in arrears an amount is recognised on the balance sheet to be released over the period which the
service is provided. Revenue is measured at the fair value of the consideration received, excluding discounts rebates,
value added tax and other sales taxes.

Turnover represents the amounts excluding value added tax derived from net commissions on the placing of
marketing and advertising services with media agencies and broadcasters during the year. In terms of a sale of
advertisement production services and other service sales, revenue is recognised based on the percentage-of-
completion. If another party is involved in providing goods or services to the customer, the Company assesses the
nature of its promise with the customer to determine whether it is a principal or an agent in the transaction.
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1 Accounting policies (continued)
L.11 Leases (policy applicable from 1 January 2019)

The Company has applied IFRS 16 using the modified retrospective approach and therefore the comparative
information has not been restated and continues to be reported under 1AS 17.

At the inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration IFRS 16.

As a lessee

At commencement or on modification of a contract that contains a lease component, along with one or more other
lease or non-lease components, the Company accounts for each lease component separately from the non-lease
components.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use
asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred, less any lease incentives
received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to
the end of the lease term. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and
adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Company's incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise the following:
- fixed payments, including in-substance fixed payments;

- variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date

- amounts expected to be payable under a residual value guarantee; and

- the exercise price under a purchase option that the Company is reasonably certain to exercise,

- lease payments in an optional renewal period if the Company is reasonably certain to exercise an extension
option, and

- penalties for early termination of a lease unless the Company is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there is a

change in future lease payments arising from a change in an index or rate, there is a change in the Company's

estimate of the amount expected to be payable under a residual value guarantee, if the Company changes its

assessment of whether it will exercise a purchase, extension or termination option or if there is a revised in-
substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the
right-of-use asset, to the extent that the right-of-use asset is reduced to nil, with any further adjustment required from
the remeasurement being recorded in profit or loss. ’

The Company presents right-of-use assets that do not meet the definition of investment property in 'property, plant
and equipment' and lease liabilities in 'loans and borrowings' in the statement of financial position.
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2 Turnover

The Company operates in one area of activity, being the provision of marketing services to the motor industry.

2019 2018
£ £
Analysis of turnover by geographical destination
United Kingdom 8,932,375 ‘8,254,007
Rest of World 958,233 915,224
9,890,608 9,169,231
3 Profit before taxation
2019 2018
£ £
Profit before taxation is stated after charging
Depreciation of tangible fixed assets
Operating leases rentals paid under IAS 17 criteria: - 254,084
Depreciation recognised in related to building under IFRS 16 criteria: 251,929 -
Amounts receivable by the auditors in respect of:
Audit of financial statements 30,000 25,650
Taxation compliance services 9,879 6,150
Other services 1,500 1,640
4 Remuneration of directors
2019 2018
£ £
Directors’ emoluments 421,945 373,513
Highest paid director

Emoluments 225,414 189,037

Two directors (20/8: two) were remunerated through the Company in the year. Two other directors in 2019 were
remunerated immaterial amounts through other group companies.

S Staff numbers and costs

The average number of persons employed by the Company (including directors) during the year, analysed by
category, was as follows:
Number of employees

2019 2018

Head office staff 41 36
The aggregate payroll costs of these persons were as follows:

£ £

Wages and salaries 2,935,384 2,917,052

Social security costs 296,580 299,866

Pensions 87,654 94,372

3,319,618 3,311,290
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6 Interest receivable and similar income

Year ended 31 December 2019

2019 2018
£ £
Bank interest 12,896 2,083
12,896 2,083
7 Interest payable and similar charges
2019 2018
£ £
Bank charges 2,905 2,396
IFRS 16 finance expense 16,488 -
19,393 2,396
8 Leases
2019
£
Total cash outflow for leases 300,000
Amounts recognised in profit or loss
The following amounts have been recognised in profit or loss for which the Company is a lessee:
£
2019 - Leases under IFRS 16
Expense on lease liabilities 268,418
Expenses relating to variable lease payments not included in the measurement of lease liabilities -
268,418
£
2018 - Operating leases under IAS 17
Lease expense
254,084
254,084
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9 Taxation

Analysis of charge in year

2019 ?018
£ £

UK corporation tax .
Current tax on income for the period 227,554 191,881
Adjustments to tax charge in respect of previous period 74 (3,754
Total current tax charge 227,628 188,127
Deferred tax
Origination of timing differences 12,584 6,043
Effect of changes in tax rates - -
Total deferred tax charge/(credit) _ 12,584 6,043
Tax on profit 240,212 194,170

Factors affecting the tax charge for the current year

The current tax charge for the year is higher than (20/8: higher) the standard rate of corporation tax in the UK of
19% (2018: 19%,). The details are explained below:

2019 2018
£ £

Current tax reconciliation
Profit before tax 1,220,833 975,391
Current tax charge at 19%. (2018: 19%) 231,958 185,324
Effects of:
Fixed Asset differences 245 1,752
Expenses not deductible for tax purposes 9,415 11,179
Adjustments to tax charge in respect of previous periods 74 (3,754)
Adjust closing deferred tax to average rate 3,150 662
of 19.00%
Adjust opening deferred tax to average (661) (993)
rate of 19.00%
IFRS16 Transitional adjustment (3,969) -
‘Total current tax charge (see above) 240,212 194,170

Factors that may affect future tax charges

The measure sets the Corporation Tax main rate at 19% for the financial year beginning 1 April 2020. This
maintains the rate at 19% rather than reducing it to 17% from 1 April 2020.

A proposed reduction in the UK corporation tax rate from 19% to 17% (effective 1 April 2020) was cancelled in the
March 2020 budget. This will impact the Company’s future tax charge accordingly. The deferred tax asset at 31
December 2019 has been calculated based on 17%. Had it been calculated at 19% the UK deferred tax asset would
rise by £3,318.
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10 Tangible fixed assets

Cost

At beginning of year .
Recognition of right-of-use assets on initial
application of IFRS 16

Additions

At end of year

Depreciation
At beginning of year
Charge for year

At end of year

Net book value
At 31 December 2019

At 31 December 2018

Land and
Buildings

776,782

776,782

L

251,929

251,929

524,853

Land and Building solely related to the lease of our office.

11 Debtors

Trade debtors

Amounts owed by group undertakings
Other debtors

Deferred tax (see note 13)
Prepayments and accrued income

Innocean Worldwide UK Limited

Annual report and financial statements
Year ended 31 December 2019

Office Fixtures and Total
equipment fittings

£ £ £

254,301 428,105 682,406

776,782

33,884 8,587 42471

288,185 436,692 1,501,659

200,793 407,380 608,173

33,571 12,315 297,815

234,364 419,695 905,988

53,821 16,997 595,671

53,508 20,725 74,233

2019 2018

- £ £

5,309,367 2,476,558

49,492 29,273

106,613 100,132

28,205 5,624

760,856 1,059,604

6,254,533 3,671,191

22



Notes (continued)
12 Creditors
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2019 2018
£ £
Amounts falling due within one year
Trade creditors 3,105,274 2,33 1,951
Amounts owed to group undertakings - 3,847
Corporation tax payable 153,316 56,462
Taxation and social security 577,399 391,941
Other creditors 36,209 27,569
Accruals and deferred income 2,737,538 2,595,587
Lease liability 311,591 -
6,921,327 5,407,357
Amounts falling due over one year
Lease liabilities 394,454 .
13 Deferred tax assets and liabilities
Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
Assets Liabilities Net
2019 2018 2019 2018 2019 2018
£ £ £ £ £ £
Tangible fixed assets - (2,838) 8,410 - 8,410 (2,838)
Other (165,909) (30,246) - - (165,909) (30,246)
Tax (assets) / liabilities (165,909) (33,084) 8,410 - (157,499) (33,084)
Net tax (assets) / liabilities (28,205) (5,624) 1,430 - (26,775) (5,624)
Movement in deferred tax during the year
1 January Recognised Recognised 31 December
2019 in income in equity 2019
£ £ £ £
Tangible fixed assets 11,248 1,912 - 1,912
Provisions
Other (135,663) (23,063) - (23,063)
(124,415) (21,151) - (21,151)

The balance at 1 January 2019 includes the effect of initially applying I[FRS 16.
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14 Employee benefits

Defined contribution plans

The Company operates a defined contribution pension plan.

The total expense relating to these plans in the current year was £87,654.33 (20/8: £94,371.37)
15 Related parties

Innocean Worldwide UK Limited is a wholly owned subsidiary of Innocean Worldwide Inc. The controlling
shareholder of Innocean Worldwide Inc. is also the Chairman of Hyundai Motor Company (incorporated in Korea).
Hyundai Motor Company owns a significant shareholding in Kia Motor Company (incorporated in Korea).

During 2019 the Company sold marketing and advertising services to its parent Company, companies within the
Hyundai Motor Company Group and companies within the Kia Motor Company Group as set out below:

Sales Sales Debtor at 31 Debtor at 31

2019 2018 December 2019  December 2018

£ £ £ £

Hyundai Motor UK Limited 3,089,762 3,523,968 2,717,699 755,915
Kia Motors (UK) Limited 4,260,827 4,722,108 2,591,669 2,381,728
Innocean Inc 374,531 354,143 - -
Innocean USA 307,220 327,649 - -
Innocean Worldwide AU 24,554 21,289 6,072 -
Innocean Canada 34,609 31,156 - -
Innocean Worldwide Europe 99,548 99,334 24,618 20,740
Innocean Worldwide India 41,921 26,420 - -
Innocean Worldwide Italy 13,515 14,694 - -
Innocean Worldwide Russia - 23,694 12,233 15,296 2,575
Innocean Worldwide Spain 12,074 10,961 - 2,307
Innocean Worldwide France - - - -
Innocean Shanghai 14,178 17,345 3,506 3,651
Innocean Middle East and Africa 12,389 - - -

During 2019, the Company was charged vehicle rental costs by companies within the Hyundai Motor Company
Group as set out below: '

Purchases Creditor at
2019 2018 31 December 31 December
2019 2018
£ £ £ £
Hyundai Motor UK Limited 4,804 2,745 413 -
16 Share capital
2019 2018
£ £
Allotted, called up and fully paid:
150,000 (2018: 150,000) ordinary shares of £1 each 150,000 150,000

Dividends
£1,000,000 was paid to Innocean Worldwide Inc. for the financial year 2018 in 2019.
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17 Ultimate parent Company and parent undertaking of larger group of which the Company is a member
The ultimate parent Company of Innocean Worldwide UK Limited is Innocean Worldwide Inc., a Company
incorporated in Korea.

This is the only group within which Innocean Worldwide UK Limited is consolidated. The consolidated financial
statements of Innocean Worldwide Inc. can be obtained from Innocean Worldwide Inc., 837-36 Yeoksam-dong,
Gangnam-gu, Seoul, Korea. )

18  Change in significant accounting policies

The Company has applied IFRS 16 using the modified retrospective with cumulative effect method — i.e. by
recognising the cumulative effect of initially applying IFRS 16 as an adjustment to the opening balance of equity at
1 January 2019. Therefore, the comparative information has not been restated and continues to be reported under
IAS 17. The disclosure requirements in IFRS 16 have not been applied to comparative information. The details of
the changes and quantitative impact are set out below.

Definition of a lease

Previously the Company determined at contract inception whether an arrangement was or contained a lease under
IFRIC 4: Determining whether an Arrangement contains a Lease. The Company now assesses whether a contract is
or contains a lease based on the definition of a lease, as explained in note 1. On transition, the Company has
reassessed all contracts to assess whether they contain a lease based upon this definition.

As a lessee

The Company previously classified leases as operating or finance leases based on its assessment of whether the
lease transferred significantly all of the risks and rewards incidental to ownership of the underlying asset to the
Company. Only finance leases were then recognised on the balance sheet.

Under IFRS 16, the Company recognises right-of-use assets and lease liabilities for most of these leases — i.e. these
leases are on-balance sheet.

Leases classified as operating leases under [AS 17

On transition, for operating leases under IAS 17, lease liabilities were measured at the present value of the
remaining lease payments, discounted at the Company's incremental borrowing rate as at 1 January 2019 (see note

1).
Right-of-use assets were measured at:

- their carrying amount as if [FRS 16 had been applied since the commencement date, discounted using the
Company's incremental borrowing rate at the date of initial application;

The Company has tested its right-of-use assets for impairment on the date of transition and has concluded that there
is no indication that the right-of-use assets are impaired.

The Company used a number of practical expedients when applying IFRS 16 to leases previously classified as
operating leases under IAS 17. In particular these were:

- did not recognise right-of-use assets and liabilities for leases of low value assets (e.g. IT equipment);

- excluded initial direct costs from the measurement of the right-of-use asset at the date of initial application;
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18 Change in significant accounting policies (continued)

When measuring the lease liabilities for leases that were classified as operating leases, the Company discounted
lease payments using its incremental borrowing rate at 1 January 2019. The weighted-average rate applied is 2.03%. -

The following table summarises the difference between the operating lease commitments disclosed under IAS 17 at
31 December 2018 in the Company’s financial statements and the lease liabilities recognised at 1 January 2019:

1 January 2019

Operating lease commitments at 31 December 2018 as disclosed under IAS 17 802,581
Discounted using the incremental borrowing rate at 1 January 2019 172,641
Lease liabilities recognised as at 1 January 2019 , 975,222
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