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How did being limited
create unlimited wealth?

e total market value of all the shares on all the world’s stock exchanges is over $47 thousand
billion. All thanks to a simple concept that limits investors’ liability to their investment. Limited
liability companies made the risk of investing acceptable to much broader audience resulting in
massive in uxes of capital. One of the earliest was the East India Company which at its height,
according to some sources, employed one  h of the world’s population.
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Chairman’s Statement

Jeremy Sinclair

e Company has had its best year-on-year growth since
oatation in 2004.

Revenues were up 22% to £153.1m.

Headline operating pro ts went up by 16% to £15.4m.
Headline pro t before tax grew by 17% to £15.6m.
Headline earnings per share went up 14% from 12.59p
to 14.30p.

is is a good result and a tribute to all the e orts made by
our teams around the world. We must also praise our clients
who continue to have their faith in advertising and
marketing rewarded.

M&C Saatchi Sport & Entertainment is having a
particularly good run as we approach the Olympics.
M&C Saatchi Mobile also thrived in 2011. Both companies
are now putting down roots in New York.

Inthe UK, Lida excelled by winning O,. More recently, South
Africa and Australia have won major new client pitches.

2011 was the year when our international new business
e orts started bearing fruit. Garmin, O,, Pernod Ricard,
Siemens and Vertu were among the clients who gave us
international assignments.

For Google, another new client, we created the ‘Good to
Know’ campaign. According to Big Brother Watch, with this
campaign, “Google has established itself as the one provider
of advice on Internet privacy and security...both Apple and
Facebook have been found wanting in this area, but Google
have set themselves apart from the pack.” So far, the work has
appeared in the UK, US and Germany.

2011 also saw the launch of our  rstbook, Brutal Simplicity of
Thought, published by Random House. A copy is included for
your enjoyment. Foreign publishing rights have sold in the
US, Japan, Korea and Spain.

isyear hasgoto to agood start with the arrival of Etihad
in Abu Dhabi and the Commonwealth Bank in Australia.

During the year we continued our strategy of backing start-ups
and only doing deals where our new partners retained
a substantial interest, i.e. a 20%+ share in the business. Over
thelast ve, this has led to a 103% increase in our headline EPS.

is compares favourably with a sector average of 60% and
the FTSE All Share index’s 41%.

It seems the nutritionists could be right. Organic is healthier.



Disciplines

Advertising

Brand Consulting
Consumer PR
Corporate PR

Data

Design

Digital

Direct

Events

Media

Mobile

Promotion

Research

Retail Communications
Social Media

Sport & Entertainment

Locations

Abu Dhabi”
Amsterdam
Auckland
Beijing
Beirut
Berlin

Cape Town
Geneva
Hong Kong
Johannesburg
Kuala Lumpur
London
Los Angeles
Madrid
Melbourne
Milan
Moscow*
Mumbai
New Delhi
New York
Paris

S&o Paulo
Singapore*
Shanghai
Sydney
Tokyo
Wellington

*New in 2011
** Due to open in 2012



Chief Executive
David Kershaw

2011 was another good year for the Group with strong
revenue momentum and earnings growth. Like-for-like
revenues increased 20% and we maintained a double digit
headline operating margin of 10%, in spite of the drag from
new businesses. e headline pro t before tax advanced 17%
to £15.6m and headline net earnings rose 15%. Cash ows
remain positive and our balance sheet continues to be strong.

UK

We experienced excellent like-for-like revenue growth in
the UK of 25%, with our mobile business doing particularly
well. We also won signi cant international and regional
business and this has continued into 2012, with us winning
the Etihad and Loewe global accounts. Our di erentiated
integrated o er is key to both these wins and the revenue
growth from existing clients.

Media buying remains a highly competitive market and we lost
the Barclays account in the second half in a procurement
driven pitch. However, we believe Walker Media o ers a
unique combination of bespoke communications planning
and buying value and this is being seen in a healthy new
business pipeline. We retain a close watch on costs as well as
margins which continue to be eroded by the pressure on
media buying remuneration. is resulted in the headline
operating margin dipping from 20.5% to 19.5% (excluding
the impact of Group recharges). e UK headline operating
pro timproved an impressive 18% on 2010.

Europe

Despite the economic backdrop, we feel we are making
excellent progress in Europe. Like-for-like revenues increased
23%. Headline operating pro twas up 30%. Germany, ltaly
and Switzerland all performed well. In France, new business
proved slow on the advertising front but we bene ted from
direct marketing, digital and PR contributions.

Africa

Both Cape Town and Johannesburg were pro table in their
second year of trading. Revenues were up from £0.6m to £3m
and key wins in the year were Heineken, Nedbank, Nestlé

and Samsung. We believe our o0 ces are well positioned to
take advantage of a developing African market. e growth
has continued into 2012 with the win of Edgars Department
Stores and we are projecting asta head count of over 100 by
the end of the year.

Asia and Australasia

2011 was a more testing year for Asia and Australasia. Having
held several very large clients for many years, Australia
experienced signi cant client churn but also delivered one of
their best new business years, with CPA, Dick Smith, EFTPOS,
Google, Lend Lease and Masters all coming on board. s
enormous amount of new business activity inevitably
suppressed margins. Australia has started 2012 favourably and
recently picked up the Commonwealth Bank account, which
will be a Group top ten account. Sydney is also diversifying and
acquired a small PR company in January 2012.

Our other key challenge within the region has been China,
where severe pricing pressure made for adi cult market. We
closed our Guangzhou o ce and struggled in Hong Kong.
Otherwise, there was another outstanding performance from
Malaysia. New Zealand, Japan and India were all pro table,
albeit relatively small. We reopened our Singapore o ce in
February 2012 with an experienced and promising team.

Like-for-like revenues rose 6% year-on-year whilst pro ts
declined 35%, depressed by Australian and Chinese
decreases, which le a headline operating margin of 4.7%,
which compares with 2010's 8.2%.

Americas

In New York, we housed our Sport & Entertainment, Mobile
and Clear operations under one roof in November. We have
this year recruited a Chief Executive, Je Brooks, who
joined in February and will expand our o er in the US. He
will be hiring a chief creative 0 cer and a head of planning
to complete the management team, so there will be some
investment this year.



Chief Executive
continued

Our Los Angeles o  ce made a small pro t. In Sdo Paulo, the
acquisition completed in March 2011 is now fully integrated
and working well. Bradesco, a leading Brazilian bank has
become a key Group client and new clients have been won,
including Minerva and Tetra Pak. Like-for-like revenues
rose 65% year-on-year. e 2011 headline operating pro t
was £0.1m, which compares with a loss of £0.3m in 2010.

Clear

Clear had a slow start in Europe but following some
restructuring performed well. Clear Asia and Australia
are both growing rapidly, whilst Singapore was pro table
in its rst year of trading. Clear US is ourishing and
returned 93% year on year revenue growth. e San
Francisco o ce opening is now scheduled for the middle
of this year. New clients in Europe were Asics and Wrigley,
whilst Asia added Bacardi, De Beers, Fonterra and Revlon
and the US, PepsiCo, GSK, Vans, Australia EFTPOS and
Goodman Fielder.

Like-for-like revenue was up 11% on 2010, the headline
operating margin slipped from 17.9% to 16.5% due to pricing
pressure in Europe, leaving headline operating pro t
advancing 2% year-on-year.

Outlook

2012 has started well. Despite uncertainty with the macro
environment we are bene tting from new revenues from
the signi cant wins last year, such as O,. In addition,
we have already had further new business success with
Eithad, the Commonwealth Bank of Australia and Edgars
in South Africa.

Our successful strategy remains the same. We will continue
to build scale through work with multi-national clients; we
will invest in high-growth new businesses in mature
markets; we will increase our presence in desirable markets;
and we will roll out proven models across the network. is
strategy is producing strong nancial results and the Board
iscon dentthatitwill continue to do soin 2012 and beyond.

Finance Director

Jamie Hewitt

Headline and non-headline items

To explain these nancial statements we have commented
on the impact of non-headline items individually and the
headline performance excluding these items. Non-headline
items are the amortisation or impairment of intangible assets
(including goodwill) acquired in business combinations;
changes to contingent and deferred consideration taken to
the income statement; and fair value gains and losses
on liabilities caused by our put and call option agreements.

Operating profit and margin

At a Group level we focus on revenue growth and margin
improvement leaving our local CEOs to manage their cost
base to their revenues. is local focus on cost has helped
maintain our headline operating margin of 10.1% (2010:
10.6%), while revenues have increased by 22.4% to £153.1m
(2010: £125.1m). is has resulted in non-headline operating
pro tincreasing 11.0% to £14.1m (2010: £12.7m) and headline
operating pro tup 15.8% to £15.4m (2010: £13.3m).

Excluding currency movement, the main in uence being
the positive e ect of weaker sterling against the Australian
dollar, the like-for-like revenue increase was 20.0%, and an
operating pro tincrease of 16.9%.

Amortisation and impairment of acquired intangibles
We have reviewed the carrying values for intangible assets
at the end of 2011 and are comfortable that there is no
impairment of those assets, with the exception of our
operation in Hong Kong.



Finance Director

continued
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During the year we acquired clients from a S&o Paulo
advertising agency (Fabra & Quinteiro). e company was
acquired for the skills of their sta and the usefulness of its
service 0 ering to our clients.

Financial income and expense

e Group’s headline net interest receivable was £48k,
which compares with 2010's cost of £72k.  ere was no
signi cant change in the interest expense incurred on the
Group debt with average Group debt reduced to £3.2m
(2010: £3.3m) and interest rates remaining low.

Minority put option revaluations are excluded from the
headline results as the charge can vary signi cantly each
yearanda ectthe view of the underlying performance. e
accounting of this produces counter intuitive e ects, with
increases in our share price and increases in the actual or
expected performance of our subsidiaries with put options,
creating a charge to our accounts and reducing our pro ts.

e opposite is equally true, as can be seen from the
minority put option credits in our 2011 accounts. is
counter intuitive e ect has been exacerbated in 2011 by the
10% reduction in share price over the year from £1.29 to
£1.165, which caused a £1.8m credit to the income statement.
Further details can be seen in note 25.

Tax

e tax rate on headline pro t before tax was 31.0% (2010:
36.0%). esigni cant reduction in the tax rate was caused
by our recent new o ces coming into pro t in 2011 and
capitalising on prior years’ tax losses.

Non controlling interest

e proportion of pro ts attributable to non controlling
shareholders increased to 17.2% (2010: 7.3%) of headline
pro t a er tax, being £1.8m (2010: £0.6m).  is increase
is due principally to the large swing from loss to pro tin our
South African and South American operations, where
relatively large minorities are held, as well as our 2010 Mobile
acquisition, in which we own 60%, performing very well.

Dividend

As part of a progressive dividend policy, the Board is
proposing to pay a nal dividend of 3.50p per share (2010:
3.03p), giving a total dividend of 4.50p compared to 3.90p
in 2010, this is an increase of 15.4%. e nal dividend will
be paid subject to shareholder approval on 14 June 2012
to shareholders on the register at 8 June 2012.

Cash flow and banking arrangements

Net cash at 31 December 2011 was £14.9m compared to £29.1m
at 31 December 2010. e Group continued to generate cash
which it used to make small tactical acquisitions. At the 2010
year end we received exceptionally high advance client
payments of £19m which reversed in the early part of 2011.

e Group continues to operate within its banking
covenants and has bank facilities comprising a revolving
credit facility and a committed overdra totalling £10.3m
to 30 June 2014.

Capital expenditure

Total capital expenditure for 2011 increased to £3.5m (2010:
£2.6m). is increase was due to refurbishment of some
of the older o ces together with IT investment across
the Group and our 20% increase in sta .

Associates

e return from our established associates was modest.
Our share of pro ts from M&C Saatchi SAL, our associate
that covers the Middle East North Africa region (MENA),
was £35k (2010: £13k), whilst our share of our Spanish
associate’s pro t was £72k (2010: £48k). We took minority
stakes in two new operations within the UK during the
year. On 21 April 2011, we acquired a 25% shareholding
in Human Digital, a digital strategy consultancy, and on
1 July 2011 we took a 25% shareholding in Milk, a data
consultancy. Our share of net losses from the two operations
was £13k.

Company’s investments
ere was no change in the year in the Company’s investment.

1



Board

Executive
Directors

Jeremy Sinclair David Kershaw Maurice Saatchi Bill Muirhead Jamie Hewitt
Chairman Chief Executive Executive Director Executive Director Finance Director

Non Executive
Directors

Lloyd Dorfman Adrian Martin Jonathan Goldstein
Non Executive Director Non Executive Director Non Executive Director
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Directors’ report

14

e directors submit their report together with the audited
nancial statements of the Group and Company for the
year ended 31 December 2011.

Results and dividends
e consolidated income statement on page 22 shows the
result for the year.

The directors paid an interim dividend of £628,000
(2010: £537,000) and recommend a final dividend of
3.50 pence totalling £2,199,000 (2010: £1,895,000).

Principal activity, trading review and future developments

e principal activity of the Group during the year was the
provision of advertising and marketing services. e review
of trading, future developments and key performance
indicators (being revenue growth, headline operating
margin, headline pro t before tax, headline tax rate, and
cash generation) are on pages 2 to 11.

Principal risks and uncertainties

Client losses hurt, although some turnover over time is
normal and expected. Losses can happen for a variety of
reasons. Our client pro le is in line with those of our major
competitors, and we continue to attract new clients on the
basis of our creative excellence, the commitment of our
people and our unique portfolio of services.

ere is also the risk, as a result of an economic slow down
that budgets and fees are reduced or clients stop trading
or run out of funding a er work has been commissioned.
Such a situation could be exacerbated by a default by a
eurozone country. e recession has also reduced visibility
of future income; however, in some cases it has changed
our clients’ marketing mix and this has led to cross
selling opportunities.

e other risks the Group faces are nancial (details of
which can be seen in note 2 to the nancial statements),
the risk that key sta leave, and the risk that regulatory and
legal changes a ect our trading or ownership structures.

Financial instruments
Details of the use of nancial instruments by the Group
are contained in notes 21 to 23 of the nancial statements.

Charitable and political contributions

During the year the Group made charitable donations
of £89,995 (2010: £61,619) and made no political donations
(2010: nil).

Directors
e names of the directors are given on pages 12 and 13.

Insurance

e Company purchases insurance to cover its directors
and o cers against costs they may incur in defending
themselves in legal proceedings instigated against them
as a direct result of duties carried out on behalf of
the Company.

Substantial shareholdings

As at 13 March 2012 the Company had been noti ed by
shareholders representing 3% or more of issued share
capital of the following interests:

Number of shares %
Aviva plc & its subsidiaries 7,201,258 11.5%
Hermes Specialist UK Focus Fund Ltd 7,236,968 11.5%
Herald Investment Trust plc 5,150,000 8.2%
Bill Muirhead 3,799,369 6.0%
Maurice Saatchi 3,799,369 6.0%
Jeremy Sinclair 3,799,369 6.0%
David Kershaw 3,799,369 6.0%
JP Morgan Asset Management 3,008,209 4.8%
Fidelity Investments 2,043,190 3.3%

Regularly updated details of the directors and substantial
shareholders can be found on our corporate website
www.mcsaatchiplc.com

15
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Events since the end of the financial year
e directors are not aware of any events since the end of the
nancial year that have had, or may have asigni cantimpact
on the Group’s operations, the results of those operations,
or the state of a airs of the Group in future years.

Employees
We endeavour to reward individuals by way of discretionary
bonuses and long term incentive plans.

Equal opportunities

e Group’sequal opportunities policy isnot to discriminate
on any grounds other than someone’s ability to work
e ectively. We will make reasonable adjustments to working
arrangements or to a physical aspect of the workplace.

Payment of creditors

e Group has no formal code of conduct dealing
speci cally with the payment of suppliers. However, we try
to adhere to agreed payment terms, provided the required
goods or services have been delivered. e average number
of days of purchases of the Company represented by trade
creditors at 31 December 2011 was 14 days (2010: 17 days).

Treasury shares

Atthe Annual General Meeting (AGM) in 2011 the directors
were given the authority to purchase up to 6,252,800 of its
ordinary shares. e directors will seek to renew this
authority at the next AGM.

During the year the Company held 700,000 of its ordinary
shares (‘treasury shares’). e directors will use them to
ful | option obligations at a later date.

Directors’ power to issue shares

At the AGM in 2011 the directors were given the authority
to issue up to 41,685,500 of its ordinary shares of which
6,252,800 were approved to be issued for cash.

During the year the Company issued 1,000,731 shares to
ful loptions and to acquire equity (note 27). e Company
did not issue any shares for cash.

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

Directors’ responsibilities

e directors are responsible for preparing the directors’
report and the nancial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare nancial
statements for each nancial year. Under that law the
directors prepare the Group nancial statements in
accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union and
the Company nancial statements in accordance with
United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards and applicable
law). Under company law the directors must not approve
the nancial statements unless they are satis ed that they
give a true and fair view of the state of a airs of the Group
and Company and of the pro t or loss of the Group for
that period. e directors are also required to prepare

nancial statements in accordance with the rules of the
London Stock Exchange for companies trading securities
on the Alternative Investment Market.

17
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In preparing these nancial statements, the directors are
required to:

e select suitable accounting policies and then apply
them consistently;

e make judgements and accounting estimates that are
reasonable and prudent;

e state whether they have been prepared in accordance
with IFRSs as adopted by the European Union, subject to
any material departures disclosed and explained in the

nancial statements; and

e prepare the nancial statements on the going concern
basis unless it is inappropriate to presume that the
Company will continue in business.

e directors are responsible for keeping adequate
accounting records that are su cient to show and explain
the Company’s transactions and disclose with reasonable
accuracy at any time the nancial position of the Company
and enable them to ensure that the nancial statements
comply with the requirements of the Companies Act
2006. ey are also responsible for safeguarding the
assets of the Company and hence for taking reasonable
steps for the prevention and detection of fraud and
other irregularities.

Website publication

e directors are responsible for ensuring the Annual
Report and the nancial statements are made available
on a website. Financial statements are published on
the Company’s website (www.mcsaatchiplc.com) in
accordance with legislation in the UK governing the
preparation and dissemination of nancial statements,
which may vary from legislation in other jurisdictions.

e maintenance and integrity of the Company’s website
is the responsibility of the directors. e directors’
responsibility also extends to the ongoing integrity
of the nancial statements contained therein.

Auditors

All the current directors have taken all the steps that
they ought to have taken to make themselves aware of
any information needed by the Company’s auditors for
the purposes of their audit and to establish that the auditors
are aware of that information. e directors are not aware
of any relevant audit information of which the auditors
are unaware.

BDO LLP are willing to continue in o ce. A resolution
to reappoint them will be proposed at the AGM.

By order of the Board

Andy Blackstone
Company Secretary
19 March 2012
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Rewards

Remuneration report
e members of the Remuneration Committee are Lloyd
Dorfman, Jonathan Goldstein and Adrian Martin.

Policy on directors’ remuneration

Attracting and retaining high calibre executives is a key
Company objective. We seek to reward them in a way
that encourages the creation of value for shareholders.

Directors’ pension arrangements
e Company contributes 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 period dependent on the circumstances.

Directors’ options

Maximum Me>C Saatchi Plc
Scheme' shares awardable
Jamie Hewitt LTIP 110,759

Directors interest in subsidiary

Shares in M&C
Scheme! Saatchi Worldwide Ltd

David Kershaw ~ New LTIP 28 A and 55,675 B shares
Bill Muirhead New LTIP 28 A and 55,675 B shares
Maurice Saatchi  New LTIP 28 A and 55,675 B shares
Jeremy Sinclair ~ New LTIP 28 A and 55,675 B shares

1 See note 28
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New LTIP

In the prior year we issued a new award to four members
of the Board of M&C Saatchi plc. Each of the four
Participants paid £97,250 for the award. is is not
refundable if the vesting conditions are not met. Vesting
of the awards will take place at 31 December 2012
and 31 December 2014 subject to the achievement
of certain share price hurdles and a total shareholder
return (TSR) condition.

e condition for vesting at 31 December 2012 is that
the Company’s average ninety day closing mid-market
share price as at 31 December 2012 must be greater than
or equal to 164.4p. If this condition is ful lled then
the Participants are entitled to receive an award worth,
in aggregate, ten per cent. of the Company’s increase
in market capitalisation above the market capitalisation
of the Company at the Starting Share Price. e
award causes an accounting charge of £651,000
(2010: £140,000).

With the exception of the open market rent paid to 36
Golden Square LLP (see note 34) no director of the
Company has received or become entitled to receive a
bene t (other thana xed salary as a full time employee
of the Company or of a related corporation, the options
indicated in this report, or a bene t included in the
aggregate amount of remuneration shown in the
nancial statements) by reason of a contract made by the
Company or a related corporation of which he is a
member or with a Company in which he has a substantial
nancial interest.

By order of the Board
Andy Blackstone

Company Secretary
19 March 2012

Benefits

Basic salary Bonus in kind' Pension Total
2011 £000 £000 £000 £000 £000
Directors
David Kershaw 362 - 52 13 427
Bill Muirhead 325 - 52 49 426
Maurice Saatchi 374 - 54 2 430
Jeremy Sinclair 374 - 45 - 419
Jamie Hewitt 212 - 34 12 258
Total 1,647 - 237 76 1,960
Non executive directors
Lloyd Dorfman 38 - - - 38
Adrian Martin 38 - - - 38
Jonathan Goldstein 38 - - - 38
Total 114 - - — 114
TOTAL REWARDS 1,761 - 237 76 2,074

Benefits

Basic salary Bonus in kind" Pension Total
2010 £000 £000 £000 £000 £000
Directors
David Kershaw 325 - 48 50 423
Bill Muirhead 325 - 51 49 425
Maurice Saatchi 374 - 50 2 426
Jeremy Sinclair 374 - 44 - 418
Jamie Hewitt 128 - 2 8 138
Jerry Wales 43 - 8 15 66
Total 1,569 - 203 124 1,896
Non executive directors
Lloyd Dorfman 35 - - - 35
Adrian Martin 35 - - - 35
Jonathan Goldstein 23 - - - 23
Total 93 - - - 93
TOTAL REWARDS 1,662 - 203 124 1,989

1Bene tsin kind include car allowances and permanent health insurance bene ts.
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Consolidated income statement

Consolidated statement of comprehensive income

2011 2010
Year ended 31 December Note £000 £000
Profit for the year 11,448 3,073
Other comprehensive income:
Exchange di erences on translating foreign operations before tax (189) 509
Tax (expense) / bene t (40) 5
Other comprehensive income for the year net of tax (229) 514
Total comprehensive income for the year 11,219 3,687
Total comprehensive income attributable to:
Equity shareholders of the Group 9,370 3,074
Non controlling interests 1,849 513
11,219 3,587

2011 2010
Year ended 31 December Note £000 £000
Billings 520,017 463,979
Revenue 4 153,133 125,144
Operating costs 6 (139,040) (112,469)
Operating profit 4 14,093 12,675
Share of results of associates 9 115 61
Finance income 10 2,199 227
Finance costs 11 (370) (5,151)
Profit before taxation 4 16,037 7,812
Taxation 13 (4,589) (4,739)
Profit after taxation 11,448 3,073
Attributable to:
Equity shareholders of the Group 4 9,599 2,560
Non controlling interests 4 1,849 513
Profit for the year 4 11,448 3,073
Earnings per share
Basic (pence) 4 15.39p 4.15p
Diluted (pence) 4 15.07p 4.04p
Headline results
Headline operating pro t 4 15,399 13,292
Headline pro t before tax 4 15,562 13,281
Headline pro ta er tax attributable to equity shareholders 4 8,918 7,766

e notes on pages 29 to 69 form part of these nancial statements.
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e notes on pages 29 to 69 form part of these

nancial statements.
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Consolidated balance sheet

2011 2010
At 31 December Note £000 £000
Non current assets
Intangible assets 15 60,229 61,125
Investments in associates 17 2,226 1,579
Plant and equipment 18 6,941 5,487
Deferred tax assets 19 1,098 825
Other non current assets 20 4,987 4,752
75,481 73,768
Current assets
Trade and other receivables 21 89,585 80,245
Current tax assets 322 125
Cash and cash equivalents 18,779 31,388
108,686 111,758
Current liabilities
Trade and other payables 22 (103,406) (113,480)
Current tax liabilities (2,270) (1,275)
Other nancial liabilities 23 (126) (2,538)
Deferred and contingent consideration 24 (128) (331)
Minority shareholder put option liabilities 25 (1,682) (3,873)
(107,612) (121,497)
Net current assets (liabilities) 1,074 (9,739)
Total assets less current liabilities 76,555 64,029
Non current liabilities
Deferred tax liabilities 19 (813) 942)
Other nancial liabilities 23 (3,890) (143)
Contingent consideration 24 - (343)
Minority shareholder put option liabilities 25 (15,410) (11,162)
Other non current liabilities 26 (396) (368)
(20,509) (12,958)
Total net assets 56,046 51,071

e notes on pages 29 to 69 form part of these nancial statements.
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Consolidated balance sheet

2011 2010

At 31 December Note £000 £000
Equity
Equity attributable to shareholders of the Group
Share capital 27 635 625
Share premium 13,832 12,822
Merger reserve 21,194 21,922
Treasury reserve (792) (792)
Minority interest put option reserve (14,305) (10,466)
Non controlling interest acquired (297) (130)
Foreign exchange reserve 2,308 2,662
Retained earnings 30,808 23,053

53,383 49,696
Non controlling interest 2,663 1,375
Total equity 56,046 51,071

ese nancial statements were approved and authorised for issue by the Board on 19 March 2011 and signed on its

behalf by:

Jamie Hewitt

Finance Director

M&.C Saatchi plc

Company Number 05114893

e notes on pages 29 to 69 form part of these nancial statements.
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Consolidated statement of changes in equity

Non controlling Foreign Non controlling
Share Share Merger Treasury MI put option interest exchange Retained interest
Capital premium reserve reserve reserve acquired reserves earnings Subtotal in equity Total
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
At 1January 2010 622 12,758 22,258 (792) (3,480) - 2,148 18,832 52,346 770 53,116
Acquired non controlling interest 1 64 - - 169 (214) - (64) (44) - (44)
Acquisitions - - - - - - - - - 218 218
Issues of shares to minorities - - - - - - - - — 474 474
Exchange rate movements - - - - (13) - - - 13) (23) (36)
Sale to non controlling interests - - (336) - - 84 - 3,550 3,298 - 3,298
Issue of minority put options - - - - (7,345) - - - (7,345) - (7,345)
Cancellation of minority put options - - - - 203 - - 15 218 - 218
Option exercise - - - - - - )] - - -
Reclassi cation of share to cash based option - - - - - - - (284) (284) - (284)
Reclassi cation of cash to share based option - - - - - - - 158 158 - 158
Share option charge - - - - - - - 517 517 - 517
Dividends - - - - - - - (2,229) (2,229) (577) (2,806)
Total comprehensive income for the year - - - - - - 514 2,560 3,074 513 3,587
At 1January 2011 625 12,822 21,922 (792) (10,466) (130) 2,662 23,053 49,696 1,375 51,071
Acquired non controlling interest 2 262 - - 158 (166) - - 256 - 256
Issues of shares to minorities - - - - - - - - - 166 166
Exchange rate movements - - - - - ()] - - () 87 86
Release on company deletion - - - - - - (125) 125 - - -
Issue of minority put options - - - - (4,186) - - - (4,186) - (4,186)
Cancellation of minority put options - - - - 189 - - (133) 56 - 56
Investment provision - - (728) - - - - 728 - - -
Option exercise 8 748 - - - - - (756) - - -
Reclassi cation of share to cash based option - - - - - - - 372) 372) - 372)
Share option charge - - - - - - - 1,087 1,087 - 1,087
Dividends - - - - - - - (2,523) (2,523) (814) (3,337)
Total comprehensive income for the year - - - - - - (229) 9,599 9,370 1,849 11,219
At 1 December 2011 635 13,832 21,194 (792) (14,305) (297) 2,308 30,808 53,383 2,663 56,046

e de nitions of the reserves reported in the above can be found in note 3.
options is due to the Group paying cash equal to the employment tax payable and issuing a reduced number of shares
ereclassi cation of cash to share based options is due to a reclassi cation
of share based options which had previously been held as a liability.

on exercise of its employee share options.

e notes on pages 29 to 69 form part of these nancial statements.
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Consolidated cash ow statement

2011 2010
Year ended 31 December Note £000 £000
Cash (consumed) generated from operations 29 (1,074) 28,291
Tax paid (4,159) (4,636)
Net cash flow from operating activities (5,233) 23,655
Investing activities
Acquisitions and disposals 30 (1,773) (1,280)
Proceeds from sale of plant and equipment 9 30
Purchase of plant and equipment (3,389) (2,354)
Purchase of capitalised so ware (173) (207)
Dividends from associate - 200
Interest earned 345 227
Net cash consumed by investing activities (4,981) (3,384)
Financing activities
Dividends paid to equity holders of the Company 14 (2,523) (2,229)
Dividends paid to non controlling interest (814) (577)
Subsidiaries sale of own shares to non controlling interest 58 397
Repayment of nance leases (62) (32)
Inception of bank loans 2,117 3,703
Repayment of bank loans (786) (5,583)
Interest paid (297) (299)
Net cash consumed by financing activities (2,307) (4,620)
Net (decrease) increase in cash and cash equivalents (12,521) 15,651
Cash and cash equivalents at the beginning of the year 31,388 15,111
E ect of exchange rate changes (88) 626
Cash and cash equivalents at the end of the year 18,779 31,388

e notes on pages 29 to 69 form part of these nancial statements.
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Notes

1. Accounting policies
Basis of preparation

e Group’s nancial statements have been prepared
in accordance with International Financial Reporting
Standards (IFRS) adopted by the European Union.

Headline results

e directors believe that the headline results and
headline earnings per share provide additional useful
information on the underlying performance of the
business. In addition, the headline result are used
for internal performance management, the calculation
of rewards in the Group’s Long Term Incentive Plan
(LTIP) scheme and minority shareholder put option
liabilities. e term headline is not a de ned term
in IFRS.

Our segmental reporting re ects our headline results
in accordance with IFRS 8.

e items that are excluded from headline results
is the amortisation or impairment of intangible
assets (including goodwill) acquired in business
combinations, changes to contingent and deferred
consideration taken to the income statement, revaluation
of contingent liabilities, and fair value gains and losses on
liabilities caused by our put and call option agreements.

Cost convention

e nancial statements have been prepared under the
historical cost convention, except for the revaluation of
certain nancial instruments. e principal accounting
policies are set out below.

Basis of consolidation

e M&C Saatchi plc consolidated nancial statements
incorporate the nancial statements of M&C Saatchi
plc and entities (including special purpose entities)
controlled by M&C Saatchi plc (and its subsidiaries).
Control is achieved where M&C Saatchi plc has the
power to govern the nancial and operating policies
of an entity so as to obtain bene ts from its activities.
Where subsidiaries are acquired in the year, their results
and cash ows are included from the date that we gain
control up to the balance sheet date.

Where necessary, adjustments are made to the nancial
statements of subsidiaries to bring their accounting
policies into line 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 is less than 100%
owned by the Group, the non controlling interest
share of the results and net assets is recognised
at each reporting date.

Subsidiary acquisitions

e acquisition of subsidiaries is accounted for
using the purchase method. e cost of acquisition
is measured at the aggregate of the fair values of the
assets given, liabilities incurred or assumed and the equity
instruments issued by the Group in exchange
forcontrol.  eidenti ableassetsand liabilities (including
contingent liabilities) acquired that meet the conditions
for recognition under IFRS 3 are recognised at their fair
values at the date of acquisition.

e interest of minority shareholders in the acquiree
is initially measured at the minority’s proportion of the
net fair value of the assets, liabilities and contingent
liabilities recognised.

All acquisition costs are expensed to income statement
in the period that they occur.

Goodwill

Goodwill arising on the acquisition of a subsidiary
is recognised as an asset, being the excess of the cost
of the business combination over the interest in the
fair value of the identi able net assets acquired. Cost
comprises the fair value of assets given, liabilities
assumed (contingent and deferred consideration)
and equity instruments issued.

In 2009 and before where the Group increased its stake
in a subsidiary, goodwill equals the di erence between
the consideration paid and the fair value of the minority
interest acquired. In 2010 and beyond such balances
are taken to reserves in accordance with IAS 27.

e amendment to the standard did not require
retrospective restatement.

Goodwill relating to associates is included within the
carrying value of the investment in associates.

Following initial recognition, goodwill is carried at
cost less any accumulated impairment losses. Goodwill
recognised under UK GAAP prior to the date of
transition to IFRS is stated at net book value as at
that date.
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Notes
continued

1. Accounting policies continued

For the purpose of impairment testing, goodwill
is allocated to each of the Group’s cash generating
units expected to bene t from the combination.
Cash generating units to which goodwill has been
allocated are tested for impairment annually, or more
frequently when there is an indication of impairment.
Any impairment is recognised immediately in the
income statement and is not subsequently reversed.

e impairment test is based on management’s
projections for the next ve years and regional
growth rates therea er.

Goodwill arising from foreign investments is retranslated
at the year end rate.

Disposals of subsidiaries’ equity that do not
affect control

e di erence between the consideration received
and the credit to the non controlling interest reserve is
credited directly to retained earnings. In the event that
equity had previously been acquired under this revised
standard then such a disposal will result in a release
from non controlling interest acquired reserve to
retained earnings.

Acquisitions of subsidiaries’ equity that do not

affect control

If a minority interest put option exists then the amount
paid extinguishes the minority shareholder put option
liability, and the related minority interest put
option reserve is taken to the non controlling interest
acquired reserve.

If no minority interest put option exists then the
consideration paid is debited to the non controlling
interest acquired reserve (see de nition, note 3).

Inboth cases the share of net assets in the non controlling

interest reserve is transferred to the non controlling
interest acquired reserve.
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Associates

Associates are all entities over which the Group
has signi cant in uence but not control, generally
accompanying a shareholding of between 10% and 50%
of the voting rights and minority board representation.
Investments in associates are accounted for using
the equity method of accounting and are initially
recognised at cost. e Group’s investment in associates
includes goodwill identi ed on acquisition, net of
any accumulated impairment loss. e Group’s share
of its associates’ post acquisition pro ts or losses is
recognised in the income statement, and its share of post
acquisition movements in reserves is recognised
inreserves. e cumulative post acquisition movements
are adjusted against the carrying amount of the
investment. When the Group’s share of losses in an
associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group
does not recognise further losses, unless it has incurred
obligations or 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 in the associates. Unrealised losses
are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.
Accounting policies of associates have been changed
where necessary to ensure consistency with the
policies adopted by the Group.

Intangible assets

Separately acquired intangible assets are capitalised
at cost. Intangible assets acquired as part of a business
combination are capitalised at fair value at the date of
acquisition if they are separately identi able from the
acquired entity. Intangible assets that relate to associates
are included within the carrying value of the investment
in associates. e amounts ascribed to such intangibles
are arrived at by using appropriate valuation techniques.

Intangible assets are stated at historical cost less
accumulated amortisation and impairment.

Amortisation is provided to write 0 the cost of
all intangible assets, less estimated residual values,
evenly over their expected useful lives. e charge in the
income statement is included in operating costs.

Intangible assets are amortised to residual values over
the useful economic life of the asset as follows:

So ware — 3years
Customer relationships — 1to5years
Brand name — Otoinde nite

e need for any intangible asset impairment write down
is assessed by comparison of the carrying value
of the asset against the higher of value in use and fair
value less cost to sell.

Plant and equipment
Tangible xed assets are stated at historical cost less
accumulated depreciation.

Depreciation is provided to write o the cost of all xed
assets, less estimated residual values, evenly over their
expected useful lives.

Depreciation is calculated at the following annual rates:

Leasehold improvements — over the period of the lease
Furnitureand ttings  — 10% in equal instalments
Computer equipment ~ — 33% in equal instalments
Other equipment — 25% in equal instalments
Motor vehicles — 25% in equal instalments

e need for any xed asset impairment write down
is assessed by comparison of the carrying value of the
asset against the higher of net realisable value and
value in use.

Cash and cash equivalents

Cash and cash equivalents include, for the purposes of
the balance sheet and cash ow statement, cash at bank
and in hand and deposits with an original maturity of
three months or less, net of legally o settable overdra
which are managed as part of cash balances.

Leased assets

Leasesareclassi edas nance leases whenever the terms
of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other
leases are classi ed as operating leases.

Assets held under nance lease agreements are treated as
if they had been purchased outright. e amount
capitalised is the present value of the minimum lease
payments payable over the term of the lease. e
corresponding leasing commitments are shown as
amounts payable to the lessor. Lease payments are
apportioned between nance charges and reduction
of the lease obligation so as to achieve a constant rate
of interest on the remaining balance of the liability.

Where operating lease agreements include a xed
upli for rental payments, the expense is straight lined,
except in cases where another systematic basis better
represents the bene t to us. Reverse premiums
and similar incentives to enter into operating lease
agreements are initially recorded as deferred income and
released to pro t or loss on a straight line basis
over the lease term.

Segmental reporting

Segmental reporting re ects how management
controls the business. Sales between business units
are on an arm’s length basis. e assets and liabilities
of the segments re ect the assets and liabilities
of the underlying companies involved.

Our business is run on an operating unit basis.
In accordance with IFRS 8 paragraph 12 we have
aggregated our operating units into regional segments.
We have restated the comparative to remove the new
o ce segment. Clear has a di erent nature of service,
and it is reported to the Board on a consolidated
basis rather than on an o ce basis, as with other
operating units, we therefore have allocated Clear
as a separate segment.

Revenue recognition

Billings represents the gross amounts billed to clients
in respect of revenue earned and other client recharges,
net of discounts and sales taxes.

Revenue comprises commission and fees earned
in respect of billings.
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Notes
continued

1. Accounting policies continued
Each type of revenue is recognised on the following basis:

a) Project fees are recognised over the period
of the relevant assignments or agreements,
in line with incurred costs.
b) Retainer fees are spread over the period
of the contract on a straight line basis.
¢) Commission on media spend is recognised when
the advertisements appear in the media.

Employee benefits - pensions

Contributions to personal pension plans are charged
to the income statement in the period in which they
are due.

Employee benefits - share based compensation

Certain employees receive remuneration in the form
of share based payments, including shares or rights
over shares. e cost of equity settled transactions with
employees is measured by reference to the fair value at the
date at which they are granted excluding the impact of any
non market vesting conditions (for example, pro tability
and sales growth targets). e non market vesting
conditions are included in assumptions about the number
of options that are expected to become exercisable. At each
balance sheet date the entity revises its estimates of the
number of the options that are expected to become
exercisable. It recognises the impact of the revision of
original estimates, if any, in the income statement, and a
corresponding adjustment to equity over the remaining
vesting period. Where awards depend on future events we
assess the likelihood of these conditions being met and
make an appropriate charge at the end of each reporting
period. e credit for equity settled transactions is taken
to the retained earnings.

For cash settled share based payments, a liability is
recognised for the amount payable at the balance sheet
date with a corresponding charge being made to the
income statement. Where payments depend on future
events an assessment is made of the likelihood of these
conditions being met in determining the amounts
to be recorded. Where cash settled share options are
only part of the way through their vesting period, the
liability and income statement charge are adjusted to
re ect the proportion of the vesting period that has been
covered up to the balance sheet date.
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Share based payments include options issued to
employees, phantom bonuses and other long term equity
linked bonuses. Payments may be in the form
of cash or equity. When options are exercised, the
cash received for the issued shares is taken to share
capital and share premium.

UK growth shares

Some of our UK subsidiaries have shares that do not
pay a dividend but instead have a right attached to the
share allowing them to be exchanged into shares of M&C
Saatchi plc via a put/call option. e value of the option,
which can be exchanged into M&C Saatchi plc shares, is
based on the Group’s headline prot a er
tax multiple and excludes loss making companies. e
valuation uses the growth of normalised post tax pro ts
of the subsidiary company above that company’s 2007
pro tsplusacompounded growth factor. e Group has
a nominal value call option in the event that the
shareholders are no longer employed. is transaction
has been treated as an equity settled transaction under
IFRS 2.

e cost of equity settled transactions with these
shareholders is measured and accounted for in
accordance with the Group’s stated policy for
equity settled share based compensation.

M&C Saatchi Worldwide Ltd A and B shares
Some of the Company’s directors have purchased
M&C Saatchi Worldwide Ltd A and B shares.  ese
shares have rights to be converted into shares of the
Company (see note 28).  istransaction has been treated
as an equity settled transaction under IFRS 2.

Taxation

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

Deferred tax is provided in full, using the liability
method, on temporary di erences arising between
the tax bases of assets and liabilities and their carrying
amounts in the consolidated nancial statements.
However, deferred tax is not provided for temporary
di erences that arise: from initial recognition of an asset
or liability in a transaction other than a business
combination that at the time of the transaction a ects
neither accounting nor taxable pro ts or loss; and on the
initial recognition of goodwill.

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

Deferred tax assets are recognised to the extent that it
is probable that future taxable pro t will be available
against which the temporary di erences can be utilised.

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

Deferred income tax assets and liabilities are o set when
there is a legally enforceable right to o set current tax
assets against current tax liabilities and the Group
intends to settle its current tax assets and liabilities
on a net basis.

Dividends

Interim dividends are recorded when they are
paid and the nal dividends are recorded when
they become legally payable.

Earnings per share
e dilutive e ect of unvested outstanding options
is calculated based on the number that would vest
had the balance sheet date been the vesting date.
is dilution is re ected in the computation of
diluted earnings per share.

Foreign currency

Foreign currency transactions arising from normal
trading activities are recorded in functional currency
at the rate prevailing at the date of the transaction.

Monetary assets and liabilities denominated in foreign
currencies at the year end are translated at the year
end exchange rate. Where they form part of the net
investment in foreign operations the gain or loss is
charged directly to the foreign exchange reserve.

Foreign currency gainsand losses are credited or charged
to the income statement as they arise.

For overseas operations, results are translated at
the average rate of exchange and balance sheets are
translated at the closing rate of exchange. e average
rate of exchange approximates to the rate on the date
that the transactions occurred. Exchange di erences
arising from the translation of foreign subsidiary results
are taken to a separate component of equity. Such
translation di erences will be recognised as income
or expense in the period of disposal.

Financial instruments
Financial assets and nancial liabilities principally
include the following:

Trade receivables

Trade receivables do not carry any interest and are
stated at amortised cost. Impairment provisions are
recognised when there is objective evidence that the
Group will be unable to collect all of the amounts
due under the terms receivable.

Trade and other liabilities
Trade and other liabilities are not interest bearing and
are stated at their amortised cost.

Bank borrowings

Interest bearing bank loans and overdra s are initially
recorded as the proceeds received, net of direct issue
costs. Direct issue costs are amortised over the period
of the loans and overdra s to which they relate. Finance
charges, including premiums payable on settlement
or redemption and direct issue costs, are charged
to the income statement using the e ective interest
method and are added to the carrying value of the
instrument to the extent that they are not settled in
the period in which they arise.

Minority shareholder put option liabilities

Liabilities in respect of put option agreements that
allow the Group’s equity partners to require the Group to
purchase the non controlling interest are measured as
liabilities on a gross basis at the present value of the
exercise price. e fair value of such put option liabilities
is remeasured at each period end. e movement in the
fair value is recognised in the income statement as part
of nance income or cost. e Group recognises its best
estimate of the amount it is likely to pay, should these put
options be exercised by the non controlling interests, as
a liability in the balance sheet.
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Notes
continued

1. Accounting policies continued

On inception of a put option, the liability is recognised
on the balance sheet and a corresponding debit
is included in the minority put option reserve.

On exercise the liability is extinguished, and its related
minority interest put option reserve is moved to the
non controlling interest acquired reserve.

Assets and liabilities in respect of put options held
by shareholders in associates are accounted for as
derivatives and not recognised until the Group gains
control and fully consolidates the entity. An asset or
liability equal tothe di erence between the exercise price
on the option and the fair value of the equity to be
acquired is recognised.

Call option assets

Assets in respect of call option agreements that allow
the Group to require the equity partners to sell their non
controlling interest are treated as derivatives
over own equity instruments and are recorded in the
balance sheet at fair value. e fair value of such call
option assets is remeasured at each period end. When
the asset is created and subsequently remeasured the
corresponding entry is taken to the income statement.

Equity instruments
Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.

Treasury shares

When the Group reacquires its own equity instruments,
those instruments (treasury shares) are debited to treasury
reserve. No gain or loss is recognised in pro t
or loss on the purchase, sale, issue or cancellation of
the Group’s treasury shares. Such treasury shares may
be acquired and held by other members of the Group.
Consideration paid or received is recognised directly
in equity.

Standard effective for the first time this year

A number of new and amended standards become
e ective for periods beginning on ora er 1 January 2011.
None of these standards have e ected our accounts:

Revised IAS 24 Related Party Disclosures (e ective for

accounting periods beginningonora er 1January 2011)
clari esandsimpli esthe de nition of a related party.
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Amendments to IAS 32 Financial Instruments:
Presentation (e ective for accounting periods
beginning on ora er 1 February 2010).

IFRIC 19 Extinguishing Financial Liabilities with Equity
Instruments (e ective for accounting periods beginning
onora er1july2010).

Amendments to IFRS 1 First-time Adoption of
International Financial Reporting Standards (e ective
for accounting periods beginningonora er 1July 2010).

Amendments to IFRIC 14 IAS 19 — e Limit on a
De nedBene tAsset, Minimum Funding Requirements
and their Interaction (e ective for accounting periods
beginningonora er 1January 2011).

Standards not yet effective

New standards, amendments and interpretations to
existing standards have been published that are
mandatory for the Group’s accounting periods beginning
onora erlJanuary 2012 or later periods and which the
Group has decided not to adopt early.  ese are:

IFRS 9 Financial Instruments will eventually replace 1AS
39 in its entirety. e new standard addresses the
classi cation and measurement of nancial assets.
Classi cation of nancial assets is on the basis of
an entity’s business model for managing them and
the contractual cash ows characteristic of the asset.

e standard outlines the conditions to measure
a nancial asset at amortised cost and subsequent
measurement at amortised cost or fair value, as well as
subsequent reclassi cation between categories. e held
to maturity and available for sale classi cations have
been eliminated. (E ective for accounting periods
beginningon ora er 1 January 2013.)*

IFRS 10 Consolidated Financial Statements establishes
principles for the presentation and preparation of
consolidated  nancial statements when an entity
controls one or more other entities. e new standard
replaces the consolidation requirements in SIC-12
Consolidation — Special Purpose Entities and 1AS 27
Consolidated and Separate Financial Statements.
(E ective for accounting periods beginning on or
a er1January 2013)*

IFRS 12 Disclosure of Interests in Other Entities includes
the disclosure requirements for all forms of

interests in other entities, including subsidiaries,
joint arrangements, associates and unconsolidated
structured entities. (E ective for accounting
periods beginning on ora er 1 January 2013.)*

IFRS 13 de nes fair value, sets out in a single IFRS
a framework for measuring fair value and requires
disclosures about fair value measurements. e standard
applies, except in some speci ed cases (e.g. share-based
payments) when other IFRSs require or permit fair value
measurements. It does not introduce any new
requirements to measure an asset or a liability at fair
value, change what is measured at fair value in IFRSs or
address how to present changes in fair value. (E ective
for accounting periods beginning on or a er
1 January 2013)*

Standards, not yet effective, which are not expected
to be relevant to the Group

Amendments to IFRS 7 Financial Instruments:
Disclosures (e ective for accounting periods
beginningonora er1July 2011).

Amendments to IAS 12 Income Taxes (e ective
for accounting periods beginning on or a er
1January 2012).*

Amendments to IAS 28 (e ective for accounting periods
beginningonora er1January 2013).*

*  ese standards have not yet been endorsed by the EU.

2. Risk and risk management

M&C Saatchi plc have identi ed speci ¢ categories
of business risk and developed policies for their
management and control.  ese policies are kept under
constant review as risk and risk perceptions change.

Currency risk Market risk
(see below, and note 21 and 22) (note 5)
Interest rate risk Credit risk
(note 12) (note 21)

Income statement currency exposure

e Group’s results are presented in sterling and
are subject to uctuation as a result of exchange rate
movements. e Group continues to review its exposure
to exchange rate movements and considers methods
to reduce the exchange rate risk.

2011 pro ts would have changed as follows, had average
exchange rates been changed by:

Increase/ Increase/

(decrease) (decrease)

in profit in profit

before tax after tax

Exchange rate £000 £000
+10% (512) (354)
(10)% 626 431

See note 5 for the income statement translated at prior
year exchange rates.

Share price risk

Minority interest put options

Changes in our year end share price will impact the fair
value adjustment to minority shareholders put options
(note 25). e year end share price was 116.5p (2010:
129.0p). e 2011 charges would have changed as follows,
had the share price been:

Increase/(decrease)

in profit before

Share % and after tax

price Movement £000
200.0p 71.7% £(10,233)
151.5p 30.0% £(4,283)
126.5p 8.6% £(1,226)

116.5p - -

106.5p 8.6)% £1,144

81.6p (30.0)% £3,458
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Notes
continued

2. Risk and risk management continued

New LTIP

On 14 October 2010 the Group issued a New LTIP
plan for some of the Company’s directors (note 28).
Our share price determines the number of the Company’s
shares that will be issue. Shares issued under this scheme
will reduce the Group’s EPS. e number of shares that
will be issued:

Number
of shares Percentage of

Share % toissue current share
price Movement 000 capital
200.0p +71.7% 3,738 6.0%
177.0p +51.9% 3,408 5.4%
164.4p +41.1% 3,187 5.1%
145.6p +25.0% - -
116.5p - - -
Liquidity risk

Centrally the Group ensures that bank facilities are
available to meet the Group’s liquidity needs. Liquidity
is monitored centrally and managed locally. Spare
local cash is released to the centre by way of dividends
and loan repayments. In managing its liquidity risk,
management considers its free cash and minimises
its gearing ratio, and where working capital is utilised
to fund the business, management makes sure that the
Group has su cient bank facilities to cope with an
unwinding of positive working capital ows.
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Capital risk

e Group’s capital reserves consist of all its equity
reserves with the exclusion of the minority interest put
option reserve. e Group maintains its capital reserves
to safeguard the Group’s going concern, as well as
providing adequate return toitsshareholders. e capital
reserves total £67,339k (2010: £60,162k). e Group
minimises the amount of debt it uses to nance its
activities, to reduce the risk to the shareholders. Excess
working capital is used to reduce debt. Excess cash is
used to invest or is returned to shareholders by way of
dividend or through buying shares into treasury. Our
key process for managing capital is regular Board
reviews of our capital structure and needs.

Key estimates

Management’s estimates of the future pro tability
of the Group can be signi cantly a ected by single
account wins or losses, and to a lesser extent by exchange
rates and underlying economic growth rates. We have
therefore based our estimates on the budgets
for the coming year and estimated growth rates and
margins therea er.

Changes in these underlying assumptions could give rise
to material adjustments as set out in the following notes:

Note 15 — Intangible assets — Goodwill estimation
of value in use;
Note 25 — Minority shareholder put options liabilities; and
Note 28 — Share based payments — Conditional share
awards.

Key judgements
Management has made the following key judgements,
which have asigni cante ect:

< to consolidate the Group’s special purpose entity
that is contractually controlled by the Group);

« deciding which of its leases are operating and which
are nance leases;

e deciding to what extent tax losses are recognised
as an asset in the balance sheet;

 useful lives of assets — tangible and intangible; and

e recoverability of amounts receivable.

Projections

Projections take account of management’s view of the
local operation’s future given expected market growth,
in ation, exchange rates and rapidly growing/shrinking
markets. ey are based on our budgets for 2012.

ey are used in calculating the fair value of minority
put options, management’s assessment of value in use
calculations and in calculating the value of conditional
share awards.

3. Definition of terms

Free cash

Re ects the amount of cash we have in the Group once
short term assets have been turned into cash and short
term liabilities paid. Free cash is adjusted for any debt
that is being re nanced and isonly de ned as short term
as the re nancing has not been completed before the
period end (see note 31).

Foreign exchange reserve

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

Gearing ratio
Is equal to net debt divided by market capitalisation.

Key management
e Group has de ned the key management as the
M&C Saatchi plc directors and the Executive Board.

Net debt
Free cash less external borrowings (note 31).

Merger reserve

Premium paid for shares above the nominal value
of share capital, caused by the acquisition of more
than 90% of subsidiaries’ shares. e merger reserve
is released to retained earnings when there is a disposal
or impairment charge or amortisation charge posted
in respect of the investment that created it.

Minority interest put option reserve

Corresponds to the initial fair value of the liability
in respect of the put options at creation. When the put
option is exercised the related amount in this reserve
is taken to non controlling interest acquired reserve.

Non controlling interest
Contains the non controlling interest’s share of equity
reserves in our subsidiaries.

Non controlling interest acquired reserve

From 1 January 2010 a non controlling interest acquired
reserve is used when the Group acquires an increased
stakeinasubsidiary. e non controlling interest acquired
reserve is equal to the consideration paid less fair value of
the minority interest acquired. If the equity stake in the
subsidiary is subsequently sold then balances from this
reserve will be taken to retained earnings.

Retained earnings
Cumulative gains and losses recognised.

Share premium

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

Treasury reserve
Amount paid for own shares acquired.
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4. Headline results and earnings per share

e analysis below provides a reconciliation between the Group’s reported results and the headline results with
the associated earnings per share calculations. Basic and diluted earnings per share is calculated by dividing pro t
attributable to equity holders of the Group by the weighted average number of shares in issue during the year.

Fair value Fair value
Amorti- adjustments to adjustments
sationof  Impair-  Contingent minority Headline & Amortisation to minority ~ Headline &
Reported acquired ment of liability putoption  segmental Reported of acquired put option segmental
results  intangibles  Goodwill  revaluation liabilities results results intangibles liabilities results
Year ended 31 December 2011 Note £000 £000 £000 £000 £000 £000 Year ended 31 December 2010 Note £000 £000 £000 £000
Revenue 5 153,133 - - - - 153,133 Revenue 5 125,144 - - 125,144
Operating profit 6 14,093 714 902 (310) - 15,399 Operating profit 6 12,675 617 - 13,292
Share of results of associates 9 115 - - - - 115 Share of results of associates 9 61 - - 61
Finance income 10 2,199 - - - (1,781) 418 Finance income 10 227 - - 227
Finance cost 1 (370) - - - - (370) Finance cost 11 (5,151) - 4,852 (299)
Profit before taxation 5 16,037 714 902 (310) (1,781) 15,562 Profit before taxation 5 7,812 617 4,852 13,281
Taxation 513 (4,589) (206) - - - (4,795) Taxation 513 (4,739) (168) - (4,907)
Profit after taxation 11,448 508 902 (310) (1,781) 10,767 Profit after taxation 3,073 449 4,852 8,374
Non controlling interests (1,849) - - - - (1,849) Non controlling interests (513) - (95) (608)
Profit attributable to equity holders of the Profit attributable to equity holders
Group 9,599 508 902 (310) (1,781) 8,918 of the Group 2,560 449 4,757 7,766
Basic earnings per share Basic earnings per share
Weighted average number of shares Weighted average number of
(thousands) 62,355 - - - - 62,355 shares (thousands) 61,667 - - 61,667
Basic EPS 15.39p - - - - 14.30p Basic EPS 4.15p - - 12.59p
Diluted earnings per share Diluted earnings per share
Weighted average number of shares Weighted average number of shares
(thousands) as above 62,355 - - - - 62,355 (thousands) as above 61,667 - - 61,667
Add Add
— UK growth shares 1,102 - - - - 1,102 — UK growth shares 890 - - 890
— Options 128 - - - - 128 — Options 128 - - 128
— LTIP options 2011 111 - - - - 111 — LTIP options 2010 202 - - 202
Total 63,696 63,696 — LTIP options 2011 465 - - 465
Diluted earnings per share 15.07p 14.00p Total 63,352 - - 63,352
Diluted earnings per share 4.04p - - 12.26p

e directors believe that the headline results and headline earnings per share provide additional useful information
on the underlying performance. e headline result is used for internal performance management, calculating the value
of subsidiary convertible shares and minority interest put options. e term headline isnotade ned termin IFRS.

eitems that are excluded from headline results are the amortisation and impairment of intangible assets (including
goodwill) acquired in business combinations, changes to contingent and deferred consideration taken to the income
statement, amortisation and impairment of intangible assets (including goodwill) acquired in associates, and the fair
value gains and losses on liabilities caused by our put and call option agreements.
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5. Segmental information

Segmental and Headline income statement

Segmental and Headline income statement

Middle East Asia and
Year ended UK Europe & Africa  Australasia  Americas Clear Total
31 December 2011 £000 £000 £000 £000 £000 £000 £000
Revenue 66,974 14,540 2,987 49,700 6,736 12,196 153,133
Operating profit
excluding Group costs 13,031 2,053 276 2,358 77 2,016 19,811
Group costs 4,175 70 - 79 88 - 4,412
Operating profit 8,856 1,983 276 2,279 (11) 2,016 15,399
Share of results of associates 13) 93 35 - - - 115
Financial income 192 17 4 176 25 4 418
Financial cost (223) (63) ©)] (52) (29) - (370)
Profit before taxation 8,812 2,030 312 2,403 (15) 2,020 15,562
Taxation (2,768) (706) 118 (883) 29 (585)  (4,795)
Profit for the year 6,044 1,324 430 1,520 14 1,435 10,767
Non controlling interests (618) (443) (113) (541) 4 (130)  (1,849)
Profit attributable to equity
shareholders of the Group 5,426 881 317 979 10 1,305 8,918
Headline basic EPS 14.30p
Costs included in operating profit:
Depreciation (882) (215) (69) (584) (57) (122) (1,929)
Amortisation of software (56) (48) 8) (56) (20) - (188)
Share option charges (1,048) - - (37) 2) - (1,087)
O celocation London Paris Beirut Sydney Los Angeles London
Berlin ~ Cape Town Melbourne  S&o Paulo Hong Kong
Madrid Johannesburg Auckland ~ New York  New York
Geneva Wellington Amsterdam
Milan New Delhi Sydney
Moscow Mumbai Singapore
Kuala Lumpur
Hong Kong
Beijing
Shanghai
Tokyo

Segmental results are reconciled to the income statement in note 4. Our segmental and headline results are one
e above segments re ect the fact that our business is run on an operating unit basis. In accordance
with IFRS 8 paragraph 12 we have aggregated our operating units into regional segments. Clear hasa di erent nature
of service, and it is reported to the Board on a consolidated basis rather than on an o ce basis; as with

and the same.

other operating units, we have allocated Clear as a separate segment.

40

Middle East Asia and
Year ended 31 December UK Europe & Africa  Australasia  Americas Clear Total
2010 £000 £000 £000 £000 £000 £000 £000
Revenue 53,700 11,580 604 44115 4,107 11,038 125,144
Operating profit
excluding Group costs 10,997 1,573 (690) 3,630 (249) 1,976 17,237
Group costs 3,498 72 - 365 10 - 3,945
Operating profit 7,499 1,501 (690) 3,265 (259) 1,976 13,292
Share of results of
associates - 48 13 - - - 61
Financial income 84 3 4 131 2 3 227
Financial cost (176) (62) - (34) 27) - (299)
Profit before taxation 7,407 1,490 (673) 3,362 (284) 1,979 13,281
Taxation (2,443) (550) (22) (1,171) (123) (598) (4,907)
Profit for the year 4,964 940 (695) 2,191 (407) 1,381 8,374
Non controlling interests 279) (329) 382 (494) 70 (58) (608)
Profit attributable to equity
shareholders of the Group 4,785 611 (313) 1,697 (337) 1,323 7,766
Headline basic EPS 12.59p
Costs included in operating profit:
Depreciation (576) (151) (38) (537) (30) (128) (1,460)
Amortisation of software - 44) (6) (53) ©) - (112)
Share option charges (452) (10) - (53) ) - (517)
O ce location London Paris Beirut Sydney Los Angeles London
Berlin ~ Cape Town Melbourne  S&o Paulo  Hong Kong
Madrid Johannesburg Auckland  New York New York
Geneva Wellington Amsterdam
Milan New Delhi Sydney
Moscow Mumbai
Kuala Lumpur
Hong Kong
Beijing
Shanghai
Tokyo
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Notes

continued
5. Segmental information continued Additional regional splits required for IFRS 8
Segmental Balance sheet Middle East Asia and
Middle East Asia and UK Europe Africa  Australasia ~ Americas Total
Year ended UK Europe & Africa  Australasia  Americas Clear Total Year ended 31 December 2011 £000 £000 £000 £000 £000 £000
31 December 2011 Note  £000 £000 £000 £000 £000 £000 £000 Revenue 72,966 15,591 2,864 52,365 9,347 153,133
Total assets 123,410 14,843 2,301 27,185 4,132 10,876 182,747 Non current assets 61,553 7,837 621 4,474 996 75,481
Total liabilities (59,225) (11,316) (1,931) (21,499) (4,967)  (4,992) (103,930)
Total assets includes Middle East Asia and
associates 505 1,673 48 - - - 2,226 UK Europe Africa  Australasia Americas Total
. Year ended 31 December 2010 £000 £000 £000 £000 £000 £000
Non headline
amortisation 15 (151) (179) - - (253) (131) (714) Revenue 60,427 12,939 520 45,795 5,463 125,144
Capital expenditure 18 1,642 390 133 592 132 577 3,466 Non current assets 61,326 7,573 325 4,219 325 73,768
Depreciation 18 (882) (215) (69) (584) (57) (122)  (1,929)
Segmental income statement translated at 2010 exchange rates
Middle East Asia and It is normal practice in our industry to provide like-for-like results. In the year we had not acquired any signi cant
Year ended UK Europe & Africa  Australasia  Americas Clear Total new businesses therefore the only di erence in our like-for-like results is the impact from movements in exchange
31 December 2010 Note £000 £000 £000 £000 £000 £000 £000 rates. Had our 2011 results been translated at 2010 exchange rate then our results would have been:
Total assets 131,660 13,660 658 28,505 1,486 8,607 184,576 . .
Total liabilities (7L199)  (11,584) (719) (22,596) @521)  (5903) (114,522) Middle East  Asia and
Year ended UK Europe & Africa  Australasia Americas Clear Total
Total assets includes 31 December 2011 £000 £000 £000 £000 £000 £000 £000
associates - 1,579 - - - - 1,579
Revenue 66,974 14,290 3,074 46,737 6,788 12,249 150,112
Non headline - B
amortisation 15 (45) (184) - - 57) (131) (617) Operating profit excluding
Capital expenditure 18 1150 435 200 615 57 103 2,560 Group costs 13,031 2,014 286 2,165 75 2,029 19,600
Depreciation 18 (576) (151) (38) (537) (28) (130)  (1,460) Group costs 4,175 69 - 46 87 - 4,377
Operating profit 8,856 1,945 286 2,119 (12) 2,029 15,223
Reportable segment assets are reconciled to total assets as follows: Share of results of associates 13) 92 36 B _ _ 115
2011 2010 Financial income 192 16 4 164 24 4 404
£000 £000 Financial cost (223) ©2) 6 49) en - (364)
Segment assets 182,747 184,576 Profit before taxation 8,812 1,991 323 2,234 @15) 2,033 15,378
Current tax 322 125
Deferred tax 1,098 825 Taxation (2,768) (697) 121 (825) 29 (588) (4,728)
Total assets per balance sheet 184,167 185,526 Profit for the year 6,044 1,294 444 1,409 14 1,445 10,650
Increase / (decrease) in 2011
Reportable segment liabilities are reconciled to total liabilities as follows: results caused by translation
2011 2010 di erences - 30 (14) 111 - (10) 117
£000 £000
Segment liabilities (103,930)  (114,522) e key currencies thata ect us and the average exchange rate used were:
Deferred tax (813) (942) 2011 2010
Current tax (2,270) (1,275) US dollar 1.6042 1.5457
Current borrowings (126)  (2,538) Malaysian ringgit 4.9048 4.9760
Non current borrowings (3,890) (143) Australian dollar 1.5547 1.6826
Financial assets at fair value through income statement (17,092) (15,035) South African rand 11.6340 11.3076
Total liabilities per balance sheet (128,121)  (134,455) Euro 1.1524 1.1661
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Notes
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5. Segmental information continued
Market risk

e Group does not have a substantial market share in
any market. e key risk the Group is exposed to is the
loss of clients. e Group has policies to monitor client

feedback and act where there are issues.

2011 2010
Year ended 31 December £000 £000

Total commitments

Plant and equipment

Commitments for future minimum lease payments under
non cancellable operating leases, which fall due as follows:

— Within one year 808 650
— Withintwoto ve years 1,115 1,508

1,923 2,158
Property

Commitments for future minimum lease payments under
non cancellable operating leases, which fall due as follows:

— Within one year 6,904 5,729
— Withintwo to ve years 21,787 20,683
— Greater than ve years 24,608 29,188

53,299 55,600

7. Staff costs
Sta costs (including directors) comprise:

2011 2010
Year ended 31 December £000 £000
Wages and salaries 80,423 67,845
Social security costs 8,677 7,382
De ned contribution pension
scheme costs 2,823 2,529
Othersta bene ts 2,155 1,891

94,078 79,647

Share based incentive plans

2011 2010
Largest clients as a % of total revenue % %
Top Client 5.7 6.0
Top 10 30.3 33.4
Top 15 37.8 405
Top 30 50.4 53.3
6. Operating costs
2011 2010
Year ended 31 December Note £000 £000
Total sta costs 7 95302 80,261
Other costs include:
Pro ton exchange (119) (597)
Amortisation of intangibles
— Acquired intangibles 714 617
— Capitalised so ware 188 112
Goodwill impairment 902 -
Depreciation of plant
and equipment 1,929 1,460
Loss on disposal of xed
assets 38 141
2011 2010
Year ended 31 December £000 £000
Operating lease rentals
Plant 399 614
Property 5,127 4,137
5,526 4,751
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Cash settled 137 97
Equity settled 1,087 517
1,224 614
Total staff costs 95,302 80,261
Sta cost to revenue ratio 62% 64%
Staff numbers
UK 582 478
Europe 102 86
Middle East & Africa 64 16
Asia & Australia 586 536
America 79 52
Clear 85 83
1,498 1,251

Pensions

e Group does not operate any de ned bene t pension
schemes. e Group makes payments, on behalf of
certain individuals, to personal pension schemes.

Payments of £2,823k (2010: £2,529k) were made in the year
and charged to the income statement in the period they fall
due. At the year end there were unpaid amounts included
within accruals totalling £14k (2010: £85K).

Key management Remuneration
e Group has de ned the key management as the
M&C Saatchi plc directors and the Executive Board.

2011 2010
£000 £000
Short term employee bene t 4,392 4,570
Post employment bene t 231 280
Share based payments 857 206
Total 5,480 5,056

8. Auditors’ remuneration
Services provided by the Group’s auditors and
network rms.

2011 2010
Year ended 31 December £000 £000
Audit services
Audit of the Company and its
consolidated accounts 119 128
Audit of the Company’s subsidiaries
pursuant to legislation 247 225
366 353
Other services provided by the
auditors
Taxation 155 107
Other advice 8 34
163 141
Total 529 494

9. Share of associates

2011 2010
Year ended 31 December £000 £000
Share of associates’ pro t before
taxation 133 62
Share of associates’ taxation (18) @
115 61
10. Finance income
2011 2010
Year ended 31 December £000 £000
Bank interest receivable 401 226
Other interest receivable 17 1
Total interest receivable 418 227
Fair value adjustments to minority
shareholder put option liabilities 1,781 -
Total finance income 2,199 227
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11. Finance costs

13. Taxation

2011 2010 2011 2010
Year ended 31 December £000 £000 Year ended 31 December £000 £000
Bank interest payable (369) (299) Current taxation
Interest payable on nance leases (1) - Taxation in the year
Total interest payable (370) (299) UK 2,858 1695
— Overseas 2,298 2,148
Fair value adjustments to minority Withholding taxes payable 10 _
shareholder put option liabilities - (4,852) Utilisation of previously unrecognised
Total finance costs (370) (5151)  taxlosses (141) @1
Adjustment for over provision in prior
periods (10) 30
. Total 5,015 3,782
12. Interest rate risk -
e Group is exposed to interest rate risk on both interest ~ Deferred taxation
bearing assets and liabilities. e majority of interest ~ ©Originationand reversal of temporary
paying and earning assets are exposed to di erences _ (571) 950
UK inter bank rates. An analysis of net interest by our ~ Recognition of previously
segmented geographic regions is provided in note 5. unrecognised tax losses 145 -
E ectof changes in tax rates - 7
If our debt and cash position remain the same as  Total (426) 957
) . A
the year end a 0.5% reduction in interest rates Total taxation 4,589 4739

would reduce our pro ts by £74k (2010: £145k).

At the year end the Group had a £10m bank facility,
the facility runs out in June 2014. e facility can borrow
in sterling or euros. At 31 December 2011, £3.8m (2010:
£2.3m) of this loan was drawn down.

e Group regularly reviews its treasury structures
to minimise commercial interest rate margins.
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e di erence between the actual tax and the standard

14. Dividends

rate of corporation tax in the UK applied to pro ts for 2011 2010
the year are as follows: Year ended 31 December £000 £000
2010 nal dividend 3.03p (2009: nil) 1,895 -
2011 2010 5444 aqditional interim dividend 2.75p - 1692
Year ended 31 December £000 £000 2011 interim dividend 1.00p
Pro tbefore taxation 16,037 7,812 (2010: 0.87p) 628 537
Taxation at UK corporation tax rate 2,523 2,229
0f 26.5% (2010: 28.0%) (4,250)  (2,187)
Taxe ectof associates 30 17" proposed nal dividend of 3.50p totalling £2,199k.
Non controlling interest share
of partnership income 1 ~  Dividends relate to the pro t of the following years:
Expenses not deductible for tax (335) (489)
Option charges not ded.uctible for tax (278) 99) 2011 2010
PI erent ta?( rz_ites_ appllcable Year ended 31 December £000 £000
in overseas jurisdictions (274) (90)
E ect of changes in tax rates on First interim dividend 628 537
deferred tax _ ) Final dividends 2,199 1,895
Withholding taxes payable (10) - 2,827 2,432
Utilisation of previously unrecognised ) .
Headline dividend cover 3.2 3.2
tax losses 141 91
Adjustment for over provision in prior
periods 10 (30)  Headline dividend cover is calculated by taking headline
Tax losses for which no deferred pro t a er tax attributable to equity shareholders and
tax asset was recognised (115) (624)  dividing it by the total dividends that relate to that year’s
Recognition of previously pro ts. e Group seeks to maintain a long term headline
unrecognised tax losses 145 - dividend cover of between 3 and 4.
Share based incentive charge greater
than value of shares 20 37
Fair value adjustments on minority
shareholder put options 472 (1,358)
Impairment of goodwill (239) -
Fair value of deferred consideration 83 -
(4,589)  (4,739)
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15. Intangible assets

Brand Customer
Goodwill name relationships Software Total
£000 £000 £000 £000 £000

Cost
At 1January 2010
Exchange di erences 56,085 2,640 3,301 629 62,655
Acquired from business combinations (215) - 6 26 (183)
Acquired 2,430 197 812 215 3,654
Disposal - - - ) )
At 31 December 2010 58,300 2,837 4,119 868 66,124
Exchange di erences (196) )] (21) (14) (233)
Acquired - - 912 168 1,080
Disposal - - - (26) (26)
At 31 December 2011 58,104 2,835 5,010 996 66,945
Accumulated amortisation and impairment
At 1 January 2010 846 - 2,921 494 4,261
Exchange di erences - - 2 9 11
Amortisation charge - 105 512 112 729
Disposal - - - 2 2
At 31 December 2010 846 105 3,435 613 4,999
Exchange di erences (34) - 19) ©) 62)
Amortisation charge - - 714 188 902
Impairment charge 902 - - - 902
Disposals - - - (25) (25)
At 31 December 2011 1,714 105 4,130 767 6,716
Net book value
At 1January 2010 55,239 2,640 380 135 58,394
At 31 December 2010 57,454 2,732 684 255 61,125
At 31 December 2011 56,390 2,730 880 229 60,229
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Goodwill is allocated to the Group’s cash generating units (CGU). Goodwill is made up of:

Goodwill Goodwill

31 December 31 December

2011 2010
Cash generating units (CGU) £000 £000 Segment
Walker Media Ltd 26,155 26,155 UK
M&C Saatchi (UK) Ltd 5,067 5,067 UK
LIDA Ltd 1,462 1,462 UK
M&C Saatchi Sport & Entertainment Ltd 690 690 UK
M&C Saatchi Export Ltd 600 600 UK
M&C Saatchi Mobile Ltd 1,814 1,814 UK
M&C Saatchi Berlin GmbH 1,299 1,332 Europe

M&C Saatchi GAD SAS and associates,

including Direct One SAS 889 912 Europe
M&C Saatchi Agency Pty Ltd (Australia) 2,668 2,652 Asia and Australasia
M&C Saatchi (Hong Kong) Ltd* - 891 Asia and Australasia
M&C Saatchi Ltd (New Zealand) 627 643 Asia and Australasia
Clear Ideas Ltd 14,518 14,531 Clear
Total of the ve CGUs with goodwill less than £0.5m 588 705 Various

Total 56,390 57,454

* Apart from this CGU, whose movements are described in this note, all other movements are due to exchange.

Goodwill and other intangibles are reviewed for impairment annually or more frequently if events or changes in
circumstances indicate that the assets might be impaired. e 2011 review was undertaken in the last quarter of
the year in conjunction with our annual business planning process and with the exception of £902k M&C Saatchi
(Hong Kong) Ltd, no goodwill and other intangible asset impairments were identi ed (2010: £nil). e goodwill
of M&C Saatchi (Hong Kong) Ltd was created under an historic GAAP and re ected mostly client relationships;
under an historic GAAP this goodwill balance would have been amortised. During the last seven years M&C
Saatchi (Hong Kong) Ltd has lost clients and despite the investment the Group has made over the last year, it is now
unable to justify its goodwill balance.

Management have approved the forecasts for 2012 and have prepared additional projections based on the 2012
numbers for the next four years. is was used as the basis for determining the recoverable amount of each CGU.
Details of uncertainties in our forecasts are described in note 2.

In conducting the review we used a residual growth rate of 3% from year ve onwards and a market beta of 1.

Our pretax discount rates have decreased compared with 2010 due to a reduction in the risk free rate. e pretax
discount rates are based on the Group’s weighted average cost of capital adjusted for speci c¢ risks relating to the
country and market in which the CGU operates.

Management are satis ed that the only possible changes in key assumptions, which would cause the recoverable
amount of any of our CGUs to be below their carrying amount, is if Clear ldeas Ltd do not increase their future
monthly pro tability in line with their forecast, or other CGUs have a signi cant loss of clients. Management have
tested the key assumptions on pretax discount rates and management forecasts and projections by adjusting them
50% and 20% respectively, which would not lead to impairment.
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15. Intangible assets continued

Residual Pretax

growth discount

rates rates

Key assumptions % %
UK 3 14
Asia and Australasia 3 12-16
Europe 3 15-17

e following subsidiaries were established during the year:

Proportion of voting rights

We do not expect the residual growth rates to exceed the long term growth rates in each location.

Brand name

Is made up of the brands that we acquired with acquisition. ‘Clear’ brand £2,640k acquired in 2007, ‘Direct One’
brand £90k acquired in 2010 and ‘Mobile’ brand £90k acquired in 2010; the latter was immediately amortised.
is no foreseeable limit to the duration of ‘Clear’ brand, because we will be able to expand the use of the brand name
of this CGU (Clear Ideas Ltd and subsidiaries) in the UK and overseas, hence the brand has been treated as having an
inde nite life. If the Clear CGU’s revenue declines more than 37% (2010: 29%) the recoverable amount will be less
than the carrying amount.  ere is no foreseeable limit to the duration of the ‘Direct One’ brand as we continue to

use it, for existing and future clients, hence the brand has been treated as having an inde nite life.

Subsidiaries

e Group’s signi cant subsidiary undertakings are:

Proportion of voting rights

Country of  and ordinary share capital
incorporation or held at Nature of
Name registration 2011 2010 business
Clear ldeas (Singapore) Pte Ltd* Singapore 80% 0% Brand consulting
Clear Ideas Consulting LLP** UK 75% 0% Brand consulting
M&C Saatchi PR LLP** UK 65% 0% PR

ere

Country of  and ordinary share capital

incorporation or held at Nature of
Name registration 2011 2010 business
M&C Saatchi (UK) Ltd UK 100% 100% Advertising
LIDA Ltd UK 100% 100% Direct marketing
Talk PR Ltd** UK 51% 51% PR
M&C Saatchi Sport & Entertainment Ltd UK 97% 97% Sport & Entertainment
Walker Media Ltd UK 100% 100% Media buying
Clear Ideas Ltd UK 100% 100% Brand consulting
M&C Saatchi Agency Pty Ltd* Australia 80% 80% Advertising
M&C Saatchi (M) SDN.BHD Malaysia 49% 49% Advertising
M&C Saatchi GAD SAS*** France 57% 52% Advertising
M&C Saatchi Berlin GmbH Germany 85% 85% Advertising

* On 31 March 2010 the Group sold 20% in M&C Saatchi Agency Pty Ltd to local management for AUD5.1m, of which AUD1.0m was paid in
cash, with the balance (AUD4.1m) satis ed by a loan from the Group to the Purchasers.
**On 1 July 2010 the Group acquired the remaining 5% in Talk PR Ltd; reorganised moving some of the assets to form M&C Saatchi PR Ltd

and then sold 49% to management.

*** On 26 July 2011 the Group acquired 5% of M&C Saatchi GAD SAS on exercise of put options.
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* eGroup’se ective holding, ereare no direct non controlling interests in their company.

** Created due to group reorganisations.

16. Acquisitions & disposals

ere were no acquisitions or disposals during the year that resulted in a change of control.

Income statement effects of 2010 acquisitions

Using the Group’s accounting policies, and adjusting the results of the acquired subsidiary to re ect the additional
amortisation that would have been charged had the acquisitions occurred on 1 January 2010, the results of the

acquired subsidiaries would have been as follows:

Group

Consolidated

including

Mobile Mobile Direct one Direct one  acquisitions for

Pre acquisition Post acquisition  Pre acquisition  Pre acquisition whole year

£000 £000 £000 £000 £000

Revenue 387 816 167 661 125,698

Pro tbefore tax 0 92 10 202 7,822
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16. Acquisitions & disposals continued
Goodwill on 2010 acquisitions

17. Associates
e following entities meet the de nition of an associate and are included in the consolidated nancial statements:

Proportion of voting rights
Country of  and ordinary share capital

Inside
Direct Mobile
One SAS Ltd Total
2010 Note £000 £000 £000
Consideration, satis ed by:
Cash 343 2,481 2,824
Fair value of contingent consideration 674 - 674
1,017 2,481 3,498
Less
— Fair value of net (assets) (401) (667) (1,068)
Goodwill arising 15 616 1,814 2,430

52

Nature of incorporation or held at

Name business registration 2011 2010
Zapping/M&C Saatchi, S.A. and subsidiaries Advertising Spain 25% 25%
Human Digital Limited Social Web insight UK 25% -

and strategy

Milk Data Strategy Limited Data strategy UK 25% -
M&C Saatchi Russia Limited Advertising UK 50% -
M&C Saatchi SAL Advertising Lebanon 10% 10%
2011 2010

£000 £000

At 1January 1,579 1,730
Exchange movements 2) (12)
Subscription for a direct share in associate’s subsidiary 29 -
Acquisition of associates 505 -
Dividends paid - (200)
Share of pro ta er taxation 115 61
At 31 December 2,226 1,579

Subscription for a direct share in associates subsidiary
On 7 July 2007 the Zapping/M&C Saatchi, S.A group reorganised to maintain our 25% interest throughout the
Zapping/M&C Saatchi, S.A group, we also subscribed at par for more shares.

Acquisition of associates

On 21 April 2011 we acquired 25% of Human Digital Ltd, and on 1 July 2011 we acquired 25% of a start up
Milk Data Strategy Ltd. Put options have been issued to equity holders of Human Digital Ltd and Milk Data Strategy
Ltd, an asset or liability equal to the di erence between the exercise price on the option and the fair value of the equity
to be acquired is recognised. Management have calculated that there is no material di erence between these values.

On 15 March 2011 in return for the use of our name we received 50% of M&C Saatchi Russia Ltd, the casting
vote is held by our partners.

M&C Saatchi SAL (Lebanon) 2010

On 10 May 2010 in return for the use of our name we received 10% of M&C Saatchi SAL, a seat on the company’s
board and a 15% fair value call option.
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17. Associates continued
Summarised financial information

Human
Spain Lebanon Russia Digital Milk 2011 2010
£000 £000 £000 £000 £000 £000 £000
Income statement
Revenue 5,076 6,195 1,141 285 65 12,762 8,605
Operating pro t 378 433 262 31 (80) 1,024 399
Pro t before taxation 329 368 262 31 (80) 910 331
Pro ta ertaxation 283 350 210 31 (80) 794 325
Our share 71 35 21 8 (20) 115 64
Summarised financial information
Human
Spain Lebanon Russia Digital Milk 2011 2010
£000 £000 £000 £000 £000 £000 £000
Balance sheet
Total assets 7,900 3,967 475 244 46 12,632 12,092
Total liabilities (7,214) (3,644) (244) 99) (113) (11,314) (13,525)
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18. Plant and equipment

Leasehold  Furniture fittings Computer Motor
improvements & other equipment equipment vehicles Total
£000 £000 £000 £000 £000

Cost
At 1 January 2010 2,705 4,025 3,270 89 10,089
Exchange di erences 183 144 162 2 491
Additions 621 900 1,028 11 2,560
Acquired - 18 - - 18
Disposals (271) (102) (358) - (731)
At 31 December 2010 3,238 4,985 4,102 102 12,427
Exchange di erences (12) (12) (26) () (51)
Additions 1,209 863 1,334 60 3,466
Disposals (64) (76) (248) - (388)
At 31 December 2011 4,371 5,760 5,162 161 15,454
Depreciation
At 1 January 2010 1,053 2,243 2,415 25 5,736
Exchange di erences 93 82 126 - 301
Depreciation charge 318 470 657 15 1,460
Disposals (163) (62) (332) - (557)
At 31 December 2010 1,301 2,733 2,866 40 6,940
Exchange di erences &) 2 (13) () (14)
Depreciation charge 430 562 910 27 1,929
Disposals (61) (60) (221) - (342)
At 31 December 2011 1,668 3,237 3,542 66 8,513
Net book value
At 1 January 2010 1,652 1,782 855 64 4,353
At 31 December 2010 1,937 2,252 1,236 62 5,487
At 31 December 2011 2,703 2,523 1,620 95 6,941

Net book value of assets, included in the above balances which have been purchased through nance lease

arrangements are:
Leasehold  Furniture fittings Computer Motor
improvements ¢ other equipment  equipment vehicles Total
£000 £000 £000 £000 £000
At 1January 2010 - - 47 - 47
At 31 December 2010 - 4 159 5 168
At 31 December 2011 - 18 101 67 186
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19. Deferred taxation Unprovided deferred taxation in respect of carried forward tax losses
Deferred income tax assets and liabilities are o set when there is a legally enforceable rightto o set current tax assets Unprovided
against current tax liabilities and the Group intends to settle its current tax assets and liabilities on a net basis. Loss deferred tax
£000 £000
2011 2010 At 1 January 2011 10,448 3,520
At 31 December £000 £000 Exchange di erences (305) (90)
Deferred tax assets 1,098 825 Change in potential tax rates (51)
Deferred tax liabilities (813) 942) Losses utilised in year (612) (156)
Net deferred tax 285 17y Utlllsat_lon of previously unrecognised tax losses (508) (142)
Losses in year 129 36
e movement on the net deferred tax asset is as follows: At31 December 2011 152 347
2011 2010
£000 £000 Expiry date of losses
At 1 January 117) 1,029 2011 2010
Exchange di erences (24) 86 £000 £000
Income statement (charge)/credit 426 (957) 1to 5years 52 42
Acquisitions - (275) 5to 10 years 1,251 1,254
At 31 December 285 17) 10 years or more 1,814 2,224
Total 3,117 3,520
e following is the deferred tax recognised by the Group and movements in 2011 and 2010.
A deferred tax asset in respect of losses has not been recognised as there is no certainty, at the balance sheet date,
Capital Options & Working of future pro ts to utilise them.
allowances & bonus capital
amortisation Tax losses accruals  differences Total
£000 £000 £000 £000 £000
20. Other non current assets
At 1 January 2010 (865) - 291 1,603 1,029 2011 2010
Exchange di erences 3) - - 89 86 £000 £000
Income statement (charge)/credit 216 - (74) (1,099) (957) _
- Rent deposits 2,316 2,104
Acquisitions (275) - - - (275)
Loans to employees* 2,617 2,594
At 31 December 2010 (927) - 217 593 (117) Call option provision 54 54
Net trade receivables 4,987 4,752
Exchange di erences @ - - (23) (24)
Income statement (charge)/credit 161 369 (58) o4 426 * isrelates to the £1.2m and the AUD2.0m loans that the Group lent local management of M&C Saatchi Agency Pty Ltd,in 2010, to enable
them to acquire 20% of that business. e loan is repayable if the Purchasers no longer have a bene cial interest in the shares of the Australian
At 31 December 2011 (767) 369 59 624 285 Group. eloan is unsecured and charges interest at the Bank of England’s base rate of interest; interest on the loan compounds annually and

is payable on repayment.
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21. Trade and other receivables

e carrying amount of the Group’s trade and other receivables are denominated in the following currencies.

2011 2011 2010 2010

£000 % £000 %

Sterling 57,749 65% 50,810 64%
US dollars 2,471 3% 2,009 3%
Australian dollars 11,948 13% 12,433 15%
Malaysian ringgit 3,770 4% 3,574 4%
Euros 6,242 7% 5,424 7%
Other 7,405 8% 5,995 %
89,585 100% 80,245 100%

2011 2010
£000 £000
Trade receivables 74,630 69,412
Provision for bad debts (160) (322)
Net trade receivables 74,470 69,090
Prepayments and accrued income 11,915 8,434
Amounts due from associates 219 40
VAT and sales tax recoverable 809 972
Other debtors 2,172 1,709
Total trade and other receivables 89,585 80,245
e carrying amount of trade and other receivables approximates to their fair value.
Movement in the bad debt provision
2011 2010
£000 £000
As at 1 January (322) (786)
Exchange movements 14 (33)
Charged to the income statement (108) (12)
Released to income statement 47 230
Utilisation of provision 209 278
As at 31 December (160) (322)

As at 31 December the following trade receivables were past their due date (of 0 to 3 months) but not impaired.

It is management’s belief that these debts will be fully repaid.

2011 2011 2010 2010
£000 % £000 %
3to 6 months 356 0% 1,485 2%
Over 6 months 240 0% 142 0%
Total net trade receivables 74,470 100% 69,090 100%

For the year ended 31 December 2011, our top 15 clients contributed 37.8% (2010: 40.5%) of total client revenue.

e clients comprising our top 15 have the following aged receivables pro le at the end of the year:

2011 2011 2010 2010

£000 % £000 %
Current, less than 30 days 13,501 60% 18,499 75%
30 to 60 days 7,749 35% 4,910 20%
60 to 90 days 704 3% 816 3%
Over 90 days 499 2% 436 2%
Total 22,453 100% 24,661 100%
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Credit risk

e Group monitors credit risk at both a local and Group level. Credit terms are set and monitored at a local level
according to local business practices and commercial trading conditions. e age of debt is reported regularly.
Age pro ling is monitored both at local customer level and a consolidated entity level. Bad debt provisions are
determined locally.  ereisonly local exposure to debt from its signi cant global clients. Whilst the Group has some
exposure to foreign currency risk this is limited by the proportion of debt denominated in sterling. e
Group continues to review its debt exposure to foreign currency movements and will review e cient strategies
to mitigate risk as the Group’s overseas debt increases.

ere are no signi cant concentrations of credit risk in the Group.

Financial assets
e Group’s nancial assets by each nancial instrument category are as follows:

2011 2010

£000 £000
Loans and receivables
Trade receivables 74,470 69,090
Accrued income 8,770 5,928
Other receivables 7,786 6,500
Cash and cash equivalents 18,779 31,388
Total 109,805 112,906
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22. Trade and other payables

Amounts falling due within one year

2011 2010

£000 £000

Trade creditors (43,453) (47,401)
Sales taxation and social security payables (8,233) (9,895)
Employment bene taccruals (1,485) (1,345)
Accruals and deferred income (47,502) (52,441)
Other payables (2,733) (2,398)
(103,406) (113,480)

e carrying amount of trade and other payables approximates to their fair value.

Settlement of trade and other payables is in accordance with our terms of trade established with our local suppliers.

e carrying amount of the Group’s trade and other payables are denominated in the following currencies:

Amounts falling due within one year

Gross maturity analysis of the nancial liabilities is as follows:

2011 2010
£000 £000
Non derivatives
Up to 3 months (79,003) (84,120)
3—-6 months (6,628) (6,831)
6-12 months - (13)
Later than 1 year not later than 5 years (4,076) (617)
(89,707) (91,581)
Put options
3-6 months (1,682) (3,873)
Later than 1 year not later than 5 years (14,508) (6,934)
Greater than 5 years (1,068) (5,228)
(17,258) (16,035)
Total derivative and non derivative (106,965) (107,616)

e value of put options represents the minority shareholder put option liability excluding any discount for time. e

majority of these nancial instruments will be ful lled by the issue of equity (note 25).

e above table is an indicator of our liquidity risk. e risk is mitigated by the receipt of cash from trade and

other receivables.

23. Other financial liabilities
Amounts falling due within one year

2011 2010

£000 £000
Obligations under nance leases - (25)
Secured bank loans - (2,265)
Other bank loans (126) (248)
(126) (2,538)

Amounts falling due after one year

2011 2010

£000 £000

Obligations under nance leases (182) (143)
Secured bank loans (3,708) -
(3,890) (143)

2011 2011 2010 2010
£000 % £000 %
Sterling (74,973) 73% (84,674) 5%
US dollars (1,781) 2% (1,275) 1%
Australian dollars (9,498) 9% (11,088) 10%
Malaysian ringgit (4,929) 4% (5,484) 5%
Euros (6,190) 6% (6,242) 5%
Other (6,035) 6% @,717) 4%
(103,406) 100% (113,480) 100%
Financial liabilities
e Group’s nancial liabilities by each nancial instrument category are as follows:
2011 2010
£000 £000
Amortised cost
Trade creditors (43,453) (47,401)
Employment bene taccruals (1,744) (678)
Accruals (38,603) (37,706)
Other payables (1,763) (2,441)
Finance leases (182) (168)
Loans and borrowings (3,834) (2,513)
Deferred and contingent consideration (128) (674)
(89,707) (91,581)
Fair value
Minority shareholder put option liabilities* (17,092) (15,035)
(106,799) (106,616)

* isfair value measurement is an IFRS 7 level 3 measurement whose additional details are in note 25.
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e carrying value of bank loans approximates to their fair value.
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23. Other financial liabilities continued
Secured bank loans
On 22 March 2011 the Group revised its banking
arrangements reducing the facility to £10m (2010: £18m)
plus a one year £0.3m (2010: £0.3m) overdra facility.
e new facility has oating rates of interest
set at 1.75% above LIBOR and the overdra has oating
rates of interest set at 1.75% above Bank of England
base rate. e facility matures on 30 June 2014.

2011 2010
£000 £000
Gross secured bank loans (3,834) (2,286)
Capitalised nance costs 126 21
Net secured bank loans (3,708)  (2,265)
Future interest payable on secured
bank loans at balance sheet date (249) (10)
Total secured bank loans
and future interest (3,957) (2,275)

Obligations under nance leases and hire purchase
contracts are due as follows:

2011 2010
£000 £000
In one year or less, or on demand - (25)
In more than one year but not more
than two years (182) (143)

(182)  (168)
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24. Deferred and contingent consideration

2011 2010
£000 £000
Amounts falling within one year
— Deferred (128) -
— Contingent - (331)
Amounts falling greater than one year
— Contingent - (343)

(128)  (674)

e above payments relate to the acquisition of Direct
One SAS, the payments are calculated based on
pro tability of the company in 2010 and 2011.  ere
is no maximum to the payment, however the deal
is structured so that our French operations can fund
the payments out of its own cash ows.

2011 2010

£000 £000
At 1January (674) (229)
Exchange di erence (6) -
Transferred from other creditors (41) -
Acquisitions - (674)
Consideration paid 283 229
Income statement credit 310 -
At 31 December (128) (674)

25. Minority shareholder put

option liabilities

Some of our subsidiaries’ minorities have the right
to a put option. e put options give the minorities
a right to exchange their minority holdings in the
subsidiary into shares in M&C Saatchi plc or cash
(as per the agreement).

2011 2010
£000 £000
Amounts falling within one year
— Cash (234) (216)
— Equity (1,448)  (3,657)

(1,682) (3,873)

Amounts falling a er one year

— Equity (15,410) (11,162)

(17,092) (15,035)

2011 2010

£000 £000
At 1January (15,035)  (3,923)
Exchange di erence - 93)
Additions (4,133)  (7,345)
Exercises 296 974
Termination - 204
Income statement charge due to
— Change in estimates 517 796
— Change in share price 1,979  (5,273)
— Time (716) (375)

At 31 December (17,092) (15,035)

e movements in the year relating to the minority
interest put options that are payable in cash and in
equity are as follows:

2011
Cash based £000
At 1January (216)
Income statement charge due to
— Change in estimates (44)
— Change in share price 26
At 31 December (234)
2011 2011
Equity based Equity £000
At 1 January (11,488) (14,818)
Additions (2,959) (4,134)
Exercises 241 296
Income statement charge due to
— Change in estimates 481 561
— Change in share price (132) 1,953
— Time (614) (716)

At 31 December (14,471) (16,858)

Put options are exercisable from:

% of Company
shares
Company Year exchangeable
M&C Saatchi LA Inc 2011 16.0
M&C Saatchi Marketing Arts Ltd 2011 50.0
M&C Saatchi (M) SDN BHD 2011 20.0
M&C Saatchi Sports
and Entertainment Ltd 2011 2.8
In uence Communications Ltd 2011 5.0
M&C Saatchi Europe
Holdings Ltd 2011 4.0
M&C Saatchi German
Holdings Ltd 2011 4.0
M&C Saatchi Corporate SAS 2011 125
M&C Saatchi
Communications Pty Ltd 2011 18.0
M&C Saatchi Berlin GmbH 2011 10.0
Talk PR Audience Ltd 2011 17.0
M&C Saatchi GAD SAS 2012 43.0
FCINQ SAS 2013 18.0
M&C Saatchi Sport
& Entertainment LLP 2014 35.0
M&C Saatchi Berlin GmbH 2014 5.0
Direct One SAS 2014 10.0
Clear Ideas Consulting LLP* 2014 12.5
Clear ldeas Consulting LLP* 2015 125
Direct One SAS 2015 10.0
M&C Saatchi Agency Pty Ltd 2015 20.0
M&C Saatchi Sport &
Entertainment Pty Ltd 2015 49.0
Talk PR Ltd 2015 49.0
M&C Saatchi UK PR LLP* 2015 35.0
M&C Saatchi (Switzerland) SA 2016 40.0
M&C Saatchi Mobile Ltd 2016 40.0
e Source (London) Ltd 2016 30.0
Direct One SAS 2016 10.0
M&C Saatchi Brazil Cominicacédo
LTDA* 2017 49.9
* New or amended options in 2011.
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25. Minority shareholder put

option liabilities continued

At each period end the fair value of the put options
liabilityiscalculated inaccordance with the shareholders’
agreement and any movement is charged to the income
statement. Where the agreement gives a right to convert
to a variable number of shares (rather than a value), the
number of shares is converted to a value by using the
period end share price (2011: 116.5p, 2010: 129.0p).

e liability will vary with our share price (note 2), and
with the results of the subsidiary companies. Current
liabilities are determined by our year end share price and
the 2010 results of the companies who can exercise
in 2011. Non current liabilities are determined by our
year end share price and the projected results of the
companies who can exercise a er 2011. e projected
results show management’s best estimate of the growth
rates and margin of the companies who can exercise
a er 2011, given that these companies are small, single
account wins/losses can have asigni cante ecton their
results. Such account wins are far more signi cant than
changes to exchange rates and underlying economic
growth rates.

26. Other non current liabilities

2011 2010
£000 £000
Employment bene t provisions (186) (235)
Other (210) (133)

(396)  (368)
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27. Issued share capital
Allotted, called up and fully paid

Ip

Ordinary

Number of  shares

shares £000

At 1 January 2010 62,219,899 622
Ful Iment of options

Sport & Entertainment Ltd 236,991 2

Acquisition of 5.2%

of Talk PR Ltd 71,512 1

At 31 December 2010 62,528,402 625

Ful Iment of options 784,766 8

Acquisition of 2.8%
of M&C Saatchi Export Ltd 58,970 1
Acquisition of 5.0%

of M&C Saatchi GAD SAS 156,995 1

At 31 December 2011 63,529,133 635

28. Share based payments

e Group has recognised a total expense of £1,087k (2010: £517k) in respect of share based payments in the year.
Share based payments include vested share options and conditional share awards.

Vested share options

Exercise
price Exercise 2011 2010
Year of grant Vesting Description (pence) period Number Number
2004 Vested options 1 2009-2014 128,495 128,495
2005/2006 2009  LTIP options 2010 0*  2010-2015 - 201,368
2005/2006 2009  LTIP options 2011 0*  2011-2015 - 465,139
128,495 795,002

* eexercise price is £1 per exercise regardless of the number of share options exercised.

is less than one pence.

e weighted average exercise price of the options

Vested

options LTIP LTIP UK Growth Total

number 2010 2011 shares number
At 1 January 2010 411,050 568,980 465,139 - 1,445,169
Exercised paid in equity - (236,991) - - (236,991)
Exercised paid in cash** (282,555) (130,621) - - (413,176)
At 31 December 2010 128,495 201,368 465,139 - 795,002
Vested - - - 440,708 440,708
Exercised paid in equity - (102,651) (241,407) (440,708) (784,766)
Exercised paid in cash** - (98,717) (223,732) - (322,449)
At 31 December 2011 128,495 - - - 128,495

** To enable the options to be exercised, and to reduce dilution from the options, the Group gave its 2010 LTIP & 2011 LTIP holders the option
to receive shares net of the employee tax owed (the employee tax is paid to the tax authorities in cash).
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28. Share based payments continued

Both the LTIP 2010 and 2011 were conditional that the
employee remains employed by the Group on the day of
exercise; the vested options do not have this condition.

Conditional share awards

UK growth shares

Some of our UK subsidiaries have non dividend paying
shares whose shareholders have a right to exchange them
into M&C Saatchi plc shares. e value of the shares is
based on the Group’s headline a er tax multiple that
excludes loss making companies. e valuation is based
on the normalised post tax pro ts of a company above
the company’s 2007 pro ts plus a compounded growth
factor. Half the shares can be exchanged, at the option of
the shareholder or the Group, based on the accounts of
the year ended 2010 and half can be exchanged a year
later. Shares that were not exchanged in 2011 by the
shareholder or the Group have a right to exchange
annually when accounts are agreed. e Group has a
nominal value call option in the event that the
shareholders are no longer employed. During the year,
all shareholders (with exception of the group class of
M&C Saatchi (UK) Ltd shares) excised half their rights,
and for one shareholder who is no longer employed we
exercised our nominal call option). e subsidiaries
involved in these awards are:

M&C Saatchi (UK) Ltd and subsidiaries
M&C Saatchi Sport & Entertainment Ltd
LIDA Ltd

During the year 440,708 M&C Saatchi plc shares were
issued in ful Iment of just under half these options.
Management estimate that this equity will exchange into
1,351,799 shares of M&C Saatchi plc (2010: 995,577).
However, based on 2011 results of the companies and the
Group, this equity would have been exchanged into
1,102,441 shares of M&C Saatchi plc (2010: 890,125)
(see note 4).

e options were valued based on the following:

Vesting at end 2011 2010

Share price at grant date £0.50 £0.50

Vesting period 3years 2years

Dividend yield 724%  7.24%

Risk free rate 1.47% 1.47%

Fair value of option £0.40 £0.43
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Conditional share awards
LTIP
On 14 October 2010 the Group issued new options under
its long term incentive plan (LTIP) for senior employees.
is could result in the issue of up to 110,759 (2010:
110,759) ordinary shares between 2014 and 2020 and a
maximum bonus of £129,034 (based on our 31 December
2011 share price of 116.5p). e number of shares under
optionwill vary with the real increase in diluted earnings
per share. e maximum award will vest if real diluted
earnings per share grows at 10% or more. Atareal diluted
earning per share growth of 3%, 30% of the options will
vest. Below 3% earnings per share growth no options
will vest.

Grant date 14 October 2010
Share price at grant date £1.16
Exercise price £0
Maximum unvested shares under option 110,759
Vesting period (years) 4t05
Dividend yield 3.12%
Risk free rate 1.06%
Fair value of option £1.02
New LTIP

On 14 October 2010 we issued a new award to four
members of the Board of M&C Saatchi plc. Each of the
four Participants paid £97,250 for the award. is is not
refundable if the vesting conditions are not met. Vesting
of the awards will take place at 31 December 2012
and 31 December 2014 subject to the achievement
of certain share price hurdles and a total shareholder
return (TSR) condition.

If the Company’s average ninety day closing mid-market
share price as at 31 December 2014 is greater than
or equal to 198.9p, then the Participants are entitled
to receive an award worth, in aggregate, ten
per cent. of the increase in market capitalisation above
the market capitalisation of the Company at the Starting
Share Price, less any amount paid under the
2012 Award.

In addition to the achievement of the above share
price hurdles, vesting of the awards is subject to the
Company’s TSR being at least equal to the median
total return of a comparator group of companies.

e starting share price of 81p, is the closing share price
as at 31 December 2009 (the ‘Starting Share Price’).

Grant date 14 October 2010
Share price at grant date £1.16
Vesting period (years) 2to4
Dividend yield 3.12%
Risk free rate 1.06%
Volatility 30.77%
Total fair value of option £1,756,000

Liability arising from share based payment

e following balances relate to cash based equity
payments and employers tax on share and cash
based payments.

2011 2010
£000 £000
Share based payment liabilities 61 102

Expense arising from share based payment

e following expense relate to cash based equity
payments and employers tax on share and cash
based payments.

2011 2010
£000 £000
Share based payment 137 97

29. Cash generated from operations

2011 2010
£000 £000
Revenue 153,133 125,144
Operating expenses (139,040) (112,469)
Operating pro t 14,093 12,675
Adjustments for:
Depreciation of plant
and equipment 1,929 1,460
Loss on sale of plant and equipment 38 141
Amortisation of acquired intangible
assets 714 617
Impairment of goodwill 902 -
Amortisation of capitalised
so ware intangible assets 188 112
Non cash share based
incentive plans 1,087 517
Operating cash ow before
movements in working capital 18,951 15,522
Increase in debtors (10,250)  (27,760)
(Decrease) increases in creditors (9,775) 40,529
Net cash ow from
operating activities (1,074) 28,291
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30. Cash consumed by acquisitions
and disposals

2011 2010
£000 £000
Cash consideration
— M&C Saatchi Mobile Ltd - (2,481)
— Talk PR Ltd - (104)
— Direct One SAS (283) (343)
— Play London Ltd - (45)
— M&C Saatchi Agency Pty Ltd - 595
— Brazilian Client list 912) -
— M&C Saatchi Communications
Pvt Ltd 17) -
— M&C Saatchi Export Ltd (27) -

1,239)  (2,.379)

Less cash and cash
equivalents acquired - 1,098

(1,239)  (1,280)

Purchase of associates (534) -

(1,773) (1,280)

31. Net debt

Free cash

A signi cant amount of our cash balances relate to
clients’ cash paid in advance for third party costs such
as production and media. To fund ourselves we utilise
£4,259k (2010: £5,712k) of these balances to reduce our
debt. We maintain su cient bank facilities to allow
us to repay these amounts when they become due.
To estimate the Group’s free cash, non cash items or
items that are unlikely to be paid (i.e. other deferred
income) are removed from net current assets.

2011 2010

£000 £000
Net current assets (liabilities) 1,074 (9,739)
Equity payable minority
shareholder put option liabilities 1,448 3,657
Short term debt being re nanced - 2,265
Other deferred income 4,960 4,805
Free cash 7,482 988
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Net debt
Net debt is the net of our external liabilities and our
free cash.

2011 2010

£000 £000
Free cash 7,482 988
Bank loans and borrowings (3,890)  (2,408)
Net asset (debt) 3,592 (1,420)
Total equity (at 116.5p; 129.0p) 73,196 79,759
Total capital 73,196 81,179
Gearing ratio nil 2%

32. Post balance sheet events
ere are no other signi cant post balance sheet events.

33. Commitments
Capital commitments

ere are no other signi cant capital commitments
contracted for but not provided.

Operating leases
Commitments under operating leases are reported
within note 6.

34. Related party transactions
Key management remuneration
Key management remuneration is disclosed in note 7.

Unaudited detail on directors’ remuneration is disclosed
in the remuneration report on pages 20 and 21.

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

Jeremy Sinclair, Maurice Saatchi, Bill Muirhead and David
Kershaw, who are directors of M&C Saatchi plc, are also
directors of 36 Golden Square LLP (the landlord of one
of the Group’s London properties).  ese companies
therefore had acontrolling nucleus of directorsin common.
e Group paid rent to 36 Golden Square LLP
totalling £1,891k during the year (2010: £1,891k).
No amounts remained outstanding between any member
of the Group and 36 Golden Square LLP at the year end.

Lloyd Dorfman is chairman of Travelex Holdings Ltd.
During the year the Group charged subsidiaries of
Travelex Holdings Ltd, on an arm’s length basis, £454k
(2010: £152k) for advertising and marketing services, of
which £85k (2010: £11k) was outstanding at the year end.

Lloyd Dorfman is also a director of e O ce Group.
During the year the Group charged e O ce Group, on
an arm’s length basis, £30k (2010: nil) for advertising and
marketingservices, ofwhich nil (2010: nil) was outstanding
at the year end.

Tom Dery is a director of Australian Cancer. During the
year the Group passed on third party costs to Australian
Cancer of £8k (2010: £5k), and charged them
£7k (2010: £1k) in fees, of which nil (2010: nil) was
outstanding at the year end.

Maurice Saatchi is a trustee of Josephine Hart Foundation.
During the year the Group charged, on an arm’s length
basis, Josephine Hart Foundation £65k (2010: nil), of which
nil (2010: nil) was outstanding at the year end.

On 31 March 2010 the Group sold 20% in M&C Saatchi
Agency Pty Ltd to Tom Dery and Tom McFarlane (local
management) for AUD5.1m, of which AUD1.0m was
paid in cash, with the balance (AUD4.1m) satis ed by
a loan from the Group to the purchasers.

During the year the Group made purchases of £388k
(2010: £792K) from its associates. At 31 December 2010,
there was £92k due to associates in respect of these
transactions (2010: £23k). During the year, £273k
(2010: £84Kk) of fees were charged by Group companies
to associates. At 31 December 2010, associates owed
Group companies £243k (2010: £40Kk).

69



Company balance sheet

2011 2010

At 31 December Note £000 £000
Fixed assets
Investments 36 81,537 81,537
Current assets
Debtors
— due within one year 37 9,908 6,477
— duea eroneyear 37 2,626 2,624

12,534 9,101
Creditors falling due within one year 38 (16,229) (17,979)
Net current liabilities (3,695) (8,878)
Total assets less current liabilities 77,842 72,659
Creditors falling due a er more than one year 39 (3,374) -
Total assets 74,468 72,659
Capital and reserves
Share capital 41 635 625
Share premium 41 13,832 12,822
Merger reserve 41 48,817 48,817
Treasury reserve 41 (792) (792)
Pro tand loss account 41 11,976 11,187
Shareholders’ funds 74,468 72,659

ese nancial statements were approved and authorised for issue by the Board on 19 March 2012 and signed on its
behalf by:

Jamie Hewitt

Finance Director

M&C Saatchi plc

Company Number 05114893

As permitted by section 408 of the Companies Act 2006, the Company has not presented its own pro t and loss
account. Included within the consolidated income statement for the year ended 31 December 2011 isapro ta ertax
of £3,353k (2010: loss a er tax £183Kk).

e notes on pages 71 to 74 form part of these nancial statements.

70

Notes
continued

35. Accounting policies

e nancial statements have been prepared under the
historical cost convention in accordance with applicable
UK accounting standards.

e following principal accounting policies have
been applied:

(@) Valuation of investments
Investments held as xed assets are stated at cost, less any
provision for impairment.

(b)Pensions

Contributions to personal pension plans are charged
to the pro tand loss account in the period in which they
are due.

(c) Deferred taxation

Deferred tax balances are recognised for all timing
di erences that have originated but that have not
reversed by the balance sheet date. e recognition
of deferred tax assets is limited to the extent that the
Company anticipates making su cient taxable pro ts
in the future to absorb the reversal of the underlying
timing di erences.

Deferred tax balances are not discounted.

(d) Share based payments

Certain employees receive remuneration in the form
of share based payments, including shares or rights
over shares. e cost of equity settled transactions with
employees is measured by reference to the fair value at
the date at which they are granted, excluding the impact
of any non market vesting conditions (for example,
pro tability and sales growth targets). e non market
vesting conditions are included in assumptions about
the number of options that are expected to become
exercisable. At each balance sheet date the entity revises
its estimates of the number of the options that are
expected to become exercisable. It recognises the impact
of the revision of original estimates, if any, in the pro t
and loss account, and a corresponding adjustment to
equity over the remaining vesting period. Where awards
depend on future events we assess the likelihood of these
conditions being met and make an appropriate charge at
the end of each reporting period. e credit for equity
settled transactions is taken to the share option reserve.

e charge for equity settled share based payments
is recognised, together with a corresponding increase
in equity, over the vesting period of the related share
options. e cumulative expense recognised for equity
settled share based payments at each reporting date
re ects the extent to which the directors consider,
as at the balance sheet date, that the awards will
ultimately vest.

For cash settled share based payments, a liability is
recognised for the amount payable at the balance sheet
date with a corresponding charge being made to the
pro t and loss account. Where payments depend on
future events an assessment is made of the likelihood of
these conditions being met in determining the amounts
to be recorded. Where cash settled share options are only
part of the way through their vesting period, the liability
and pro tand loss account charge are adjusted to re ect
the proportion of the vesting period that has been
covered up to the balance sheet date.

Share based payments include options issued to
employees, phantom bonuses and other long term equity
linked bonuses. Payments may be in the form
of cash or equity. When options are exercised, the cash
received for the issued shares is taken to share capital and
share premium and the related balance in the share
option reserve is taken to the pro tand loss reserve.

Where equity settled share options are issued to
employees of subsidiary companies, the Company
charges the employer with its employees’ share of
cumulative expense, this is paid within 30 days.

(e) Dividends

Interim dividends are recorded when they are paid
and the nal dividends are recorded when they become
legally payable.

(f) Treasury shares

When the Company reacquires its own equity
instruments, those instruments (treasury shares) are
deducted from equity. No gain or loss is recognised in
pro tor loss on the purchase, sale, issue or cancellation
of the Company’s treasury shares. Such treasury shares
may be acquired and held by the Company or by other
members of the Group. Consideration paid or received is
recognised directly in equity.
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Notes
continued

36. Investments in subsidiary undertakings

37. Current assets

2011 2010 2011 2010
£000 £000 Amounts due less than one year £000 £000
At 1 January 81,537 79,251 Amounts from
Disposal of subsidiaries - (40,954) subsidiary undertakings 8,904 5,926
Increased investment in subsidiary - 43,240 Prepayments and accrued income 246 13
At 31 December 81,537 81,537 Corporation tax debtor 741 538
Other debtors 17 -
esigni cantsubsidiary undertakingsare listed innote ~ 10t2l trade debtors and
15 to the consolidated nancial statements. other receivables 2,908 6477
Amount duea er more than
During the prior year the Company sold its direct  oneyear
interest in Walker Media Holdings Ltd and Clear Ideas  Deferred tax asset 9 30
Ltd to its direct subsidiary M&C Saatchi Worldwide Ltd ~ Loans to employees* 2,617 2,594
n re_tu;n (];(er _debtl' Supseq_uerl\];gf(é tshls tlfll’]'eV\(/:OT(;pagy Total debtors due after more
acquired additional equity in aatchi Worldwide than one year 2,626 2,624

Ltd extinguishing its debt with that company.
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* isrelates to the £1.2m and the AUD2.0m loans that the

Company lent local management of M&C Saatchi Agency Pty

Ltd to enable them to acquire 20% of that business.

eloanis

repayable if the purchasers no longer have a bene cial interest

in the shares of the Australian Group.

eloan is unsecured and

is at the Bank of England’s base rate of interest; interest on the

loan compounds annually and is payable on repayment.

38. Creditors falling due within one year

2011 2010

£000 £000

Overdra s (11,564) (11,517)
Trade creditors (57) (122)
Amounts due to subsidiaries (4,155) (3,443)
Accruals and deferred income (338) (1,309)
Other payables (115) 9)
Bank loan - (1,579)
(16,229)  (17,979)

39. Creditors falling due after more than
one year

2011 2010
£000 £000
Bank loans (3,374) -
40. Directors’ remuneration
2011 2010
£000 £000
Total for seven directors:
Directors’ salaries and bene ts 1,998 1,865
Contribution to money purchase
pension schemes 76 124
Total remuneration before
accounting charges 2,074 1,989
Share option charges 720 163
2,794 2,152
2011 2010
£000 £000
Highest paid director:
Directors’ salaries and bene ts 428 424
Contribution to money
purchase pension schemes 2 2
Total remuneration before
accounting charges 430 426
Share option charges 163 35
593 461

Unaudited detail on directors’ remuneration is disclosed
in the remuneration report on pages 20 and 21. (  ese
numbers includes accounting charges for the LTIP
scheme which the remuneration report exclude.)

e number of directors with a money purchase pension
scheme was 5 (2010: 5).
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Notes
continued

41. Capital and reserves

Profit
Share Merger Treasury and loss

Share capital premium reserve reserve account Total
Year of grant £000 £000 £000 £000 £000 £000
At 1January 2010 622 12,758 48,817 (792) 13,392 74,797
Issue of shares 1 64 - - - 65
Options exercised 2 - - - ) -
Reclassi cation of share
to cash based options - - - - (283) (283)
Equity settled share
based payments - - - - 492 492
Dividends - - - - (2,229) (2,229)
Loss for the year - - - - (183) (183)
AT 31 DECEMBER 2010 625 12,822 48,817 (792) 11,187 72,659
Issue of shares 2 262 - - - 264
Options exercised 8 748 - - (756) -
Reclassi cation of share to cash
based options - - - - (372) (372)
Equity settled share based
payments - - - - 1,087 1,087
Dividends - - - - (2,523) (2,523)
Loss for the year - - - - 3,353 3,353
AT 31 DECEMBER 2011 635 13,832 48,817 (792) 11,976 74,468

42. Related parties

Details of related parties of the Company are provided in note 34. e Company is taking FRS 8 exemption from
disclosing transactions with subsidiaries. We have audited the nancial statements of M&C Saatchi plc for the year
ended 31 December 2011 which comprise the Group income statement, the Group statement of comprehensive
income, the Group and Company balance sheets, the Group statement of changes in equity, the Group cash ow
statement and the related notes. e nancial reporting framework that has been applied in the preparation of the
Group nancial statements is applicable law and International Financial Reporting Standards (IFRSs) as adopted
by the European Union. e nancial reporting framework that has been applied in preparation of the parent
company nancial statements is applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice).
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Independent Auditors’ report
To the shareholders of M&C Saatchi plc

is report is made solely to the Company’s members, as a
body, in accordance with Chapter 3 of Part 16 of the
Companies Act2006. Our auditwork 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.

Respective responsibilities of directors

and auditors

As explained more fully in the statement of directors’
responsibilities, the directors are responsible for the
preparation of the nancial statements and for being
satis ed that they give a true and fair view. Our
responsibility is to audit and express an opinion on
the nancial statements in accordance with applicable
law and International Standards on Auditing (UK
and Ireland).  ose standards require us to comply
with the Auditing Practices Board’s (APB’s) Ethical
Standards for Auditors.

Scope of the audit of the financial statements
A description of the scope of an audit of nancial
statements is provided on the APB's website at
www.frc.org.uk/apb/scope/private.cfm.

Opinion on financial statements
In our opinion:

e the nancial statements give a true and fair view
of the state of the Group’s and the parent company’s
a airsas at 31 December 2011 and of the Group’s
pro tfor the year then ended;

« the Group nancial statements have been properly
prepared in accordance with IFRSs as adopted by
the European Union;

 the parentcompany’s nancial statements have been
properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice; and

e the nancial statements have been prepared in
accordance with the requirements of the
Companies Act 2006.

Opinion on other matters prescribed by the

Companies Act 2006

In our opinion the information given in the directors’

report for the nancial year for which the nancial

statements are prepared is consistent with the
nancial statements.

Matters on which we are required to report
by exception

We have nothing to report in respect of the following
matters where the Companies Act 2006 requires us to
report to you if, in our opinion:

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

e the parentcompany nancial statements are not in
agreement with the accounting records and returns; or

e certain disclosures of directors’ remuneration
speci ed by law are not made; or

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

Scott McNaughton

(senior statutory auditor)

For and on behalf of BDO LLP, statutory auditor
London

19 March 2012

BDO LLP is a limited liability partnership registered in
England and Wales (with registered number OC305127).
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Additional information

Advisers
Nominated adviser and broker
Numis Securities Ltd

e London Stock Exchange Building
10 Paternoster Square
London EC4M 7LT
WWW.numiscorp.com

Solicitors

Olswang

90 High Holborn
London WC1V 6XX
www.olswang.com

Auditors

BDO LLP

55 Baker Street
London W1U 7EU
www.bdo.co.uk

Bankers

National Westminster Bank Plc
1 Princes Street

London EC2R 8BP
Www.natwest.com

Registrars

Computershare Investor Services Plc
e Pavilions

Bridgwater Road

Bristol BS13 8AE

www.computershare.com
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Secretary and registered office
Andy Blackstone

M&C Saatchi plc

36 Golden Square

London W1F 9EE
www.mcsaatchi.com

Country of registration
England and Wales

Company number
05114893

Investor relations website
www.mcsaatchiplc.com

Corporate events
AGM
14 June 2012

Final 2011 dividend paid
6 July 2012

To those on the register on
8 June 2012

Interim 2012 statement
September 2012

Interim 2012 dividend paid
16 November 2012

To those on the register on
2 November 2012

Preliminary announcement
of 2012 result
Late March 2013
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