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SEEdte gl ervice Yision

Tos bre the i 0 mult-natonal markeung services v FIPAY.

T service the increasingly complex and international needs of our clients -

the major national and multi-national companies.

By providing a comprehensive and. where necessary, integrated range of
media and non media marketng Services of the highest qualitv to meet clients’

stracegic and mctical marketing needs.

Through a dominant presence. not only in the major consumer markets of the

world but also in the smaller but more rapidly developing worldwide markets.

Through this focused operatng strategh and through a lean orgamsation
and limited hierarchy, to provide stimulating career opportunities in all these
areas for voung, energetic and tlented professionals who are primarily concerned

with the qualitatve aspects of their work.

At the same time, © seek © provide incentive and Anancial rewa-d and
s the separagon beeween ownership and control, berween manager and
entrepreneur, and berween uaer' and farmer; by encouriging as mans a8

pessible 0 own sigmificant share ol the company, either directly or indirectly



Financal strategy

Ty increase earnings per share

market share and profit margins.

To supplement this gr
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Pratt annbutat e to Crainary Sharerciders
Baswe Earn.ngs per 120 Oradinary Shars
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viganeial Highliy
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Board statement

seemssnary of Resulls

T ieard oUW PP s pleased w geport the Group »
szt B THE SCAT crded 31 Decenmber 160 the
eahih SULEsNIVe VeI it grawth

I 1490, incorporauns Th Ogilvy Goup furd
npd-edr, revenues rose 2% o &1 264 il trom
=155 bullon Profit befoee tax ¢ aler exceptunal
rrems which had no NEtImpc v profits  was up 0%
<y 20 mmlliun from 73 mullion. Basis eacnings pet
Share rose by ~% from “3.0p e T8 1p Fullv diluted
warpings per share were shghtlv up aver last vear at
-1 3p per share.

In comsideration of the Graup’s banking
relauynships, the Direcors ire qut recommending
2 hinal dividend, a5 agaiNst 12 9p netlastiear As d
result o Ordinary dividend will be pad n respect
wiF 19903, Thus 1mpeoving lguidaty

On a directy compavable Hasy HpECIGE MArRINS
rose from 13 1970 10.5% refleciing dn uaprosementin
speranng efficiency, though oot as signiicant ds had
heen Jesired.

O the wame basis, Group PrE-TaN MIrgns ragter ret
sterest pand o x4 2.9 lhesn s nereasad from o £l
=17 AR reflecting mproemnent ¥ peranng
I sy M e helptuf umpact o the wedkness ut
e 15 dusilar o0 medigmeterm loar interesk pas munts
A s wean-end the G pasd netdebted £ 297 mliwm

L anpared watley 2% gmllon the previoess 5 eaf, did

peaane shareholders funds of £ oudlion as
compared with &34 muitton Jast vear

The Group s sate fil from 46 G2 1 38891 a3 4%
m 1550 This s .mpmxmmcly the zax rate that the
Roard believes matntamable 1n the joreseeabie futuce,
m light ol a second group-wide ax reOrSInInaton

follwing the acguisIton of The Ouilvy Group

shart Term Financial Qbjectives

The Group did not aghieve :S snancal vbjecuves for
1990. The J¥T Group U wailier Thompson ompany,
i1l and Knowlton and MRB Group) achieved 3 pre
fax Hperaung margin of 10.1%, versus an objecive of
11%. and The Ogilvy Group aheved 10.8%, against
an ubecuve of 12%

The Group sull helieves that overall margin
nhyjecuves of 12% for the TWT Group and The Owilv
fraup Are approprie, although they will prabably
ke longer to acheve. The basis for this view el
in part un average margins of 10-15% achieved by
compettve businesses at cunparative operating
aroup levels.

Iy addhuon, J Walter Thompson Company’s
coneentratien on puckagcd-gonds clients, the scope
For MArgi unprovement apportuues at Hill and
frowhon, and The Oaulvy Group'™s gengraphical

sttt urope and the Bur Last. and tuncoeaal

Ctre Rt 15 MATRELG ServICEs, Wi s direst, ruithy



celatesns, »dley promtotin and market pesen Faroald
result s Better than sserage i

e e acqusities of The Qgeive Govwpy o0 108
the Group has heen seekang ®avs ot refuand its A%
ntake 10 seabi, Metabe Shoses, i s fme it she
ariot commument established by Ogere managemesn
T impeeve Lguihies, the Cumpam dinposed vt
22 00 stake sn Albett Mead Vickers piy i Februare foe
S mileon o 318 2 mullion s s oy Jctnels iscuvsmy
the sale ot s ~caki, MeGabe, Sloves. Tag shareholdng

with nrerested parkers N0 other duspesdis ate planoed

New Financing Arrangements
Foiluwing the start of the recrsson which partivularie
affected the United Seates ans! Uit Xozgd an a0 the
fourth quarter of 19990 and the Campam o subssorprent
profits warmns i November, the Compans 2 ots
advisers, Sameel Montagu & £ Limited, et
disaussiens with 1t bankng s ndwate el cibrer Barks
concerning the possibihiey of future o easa resches
ot 1ts then existng mediugerecm loans Juting T
given the inCeeasng nPact f the revevatin il
uncerranues Tolluwing thie undsien of Kanaa
Folluwing completien of the Comnpans 4 391
brudgers 10 Januars, sndd contmtgadiugsions s whike
banking svndicate ang ather fenders e ey
propo-als were agreed pesnomle nal g e

oedinating Committee representiog lesders grd

Chanpm e TR Mean & O e amda B versedl
tom e toiuted 0 rendes i tate Fehruan The ban
Voo et L R At thete Propaai was uRned
o0 Apred i

The IRreemenl Consilindaies ettt WHKIng
wag ad, medium term ban. awgusiniierm
ordt diad Aot ik memitted Danlitees 1 lu A6
eniarzed Camimitted medium 1oz faday Wah the
e epimia of the argemal sequinoon Igrm boan, thits
facelies 1 1y Be fopmy oF pefinanced by June 1993
The $41 & aullon acgquisiton teom kan 1 to be
repad iwers fiout voars commengang June 1993, such
that sepas ment o scheduled W be completed within
e eagmal matary o th faalin

Prder ther terr o the agoeement. new financial
LenprLnt Bave been sgreed and lending Mmarging
e Beenincreased  The Compan Bas hawever
merneditted from the genoral redudtion 0 ureteR
tates sunh that the vwerall cost of bormreing
LRPeated to reman kwee s {991 than s 1990

WP L A the Jenders addinenal fees. pan
L4 mhd nail b asudiess feo The seicess feeas

Favaiie 1 <33l altee June 1993 aad 1 caleulated by

felerei £ 20 3 fuknmal pool of foue milhon Ordinary

<hafee The ameunt of thas lee is derermined by the
weoees o 1 thie market value of the Ordinacy shares at
s agiie 1o 24t Dl eereise vwer the teke prive,

Wi i~ o MR o 23 S0 and 3 masiowm

AP i = * =
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Board Statement cannmied

wf £4 50 The stoike price 55 sabieit 1) upward
adsustenesnt by 1p for eachs 51 mithion b wihich the
hanking facihies have been reduced b June 3993,
porentially reducing the fec pavable The maxunum
success fee pavable 1 $10 outhos, when the excess
of the vrdinary share prace over the srike 18 £2 50
or puMe

The faciliy aifows the Company ihe flexsbilitv
settle earn-Gul pavments 1 Lasih rather than by the
pesue vif Orchinary shares 1 Coptam ciscs WPH alvesdy
has 2 contractyal nght make such pavincnis I
s I thie Company setties carnult pavmenta in
cash rather than shares, of up uz £31.2 rvitison, and
dooy i eefund suvh pavments pret io June 19934
fee will be pavable to the londery The mazimum lee
pavable 13 &4 million

The Direcios of WHE behiove that, lotlowing the
agreemsent with s lenders. WRMs stsger nanang
arrapgemients will caable 1w adkieess the difficult

conditons more eifecusely

Managemiant

A penber < 1itoup personnel thanges hive
recantly boe made, prinapaliy arder t tellect
the gredier emphass on frvaacial contes!s and

(ash ow management and the reduced fovel of
ACCEUIS IR ATV BV the Gioug these mclude the

Jarernal appmatments of 19 addigieonal Beputy

§EP ey Wl

Greap Binance Dheecton, 3 Direatir ot Gronap
freasun aad a6 Assistant Group Treasurer. reporung
1o the Lneup Finanue Digector In additiun, there
sl be mcreased naacl conteal responsibilities foc

2 number of head ollice persvanel

Diptdends

tn consideration of the Company’s banking
pelatspnstips, no 1990 mntenm dividend was pad i
January 1991 and ao final Jdwidend .n respect of 1990
vall be part Due 10 covenants given (0 the lenders
iy o were insydBaent distributable reserves in the
Compam for WPP 1o pav the Pretercice dividend in
sespect of ity Converuble prefercace shares which
weuid pthetwase < Ceg due {Or pavoent v

i Apiil 1991, S disiderids o the Ordinaey shares
wall be capable of bewng dedlared i pamd prior o the
pavmentin tufl of any aveears of Preference dividends
1o the hight of covenants gven to the lenders wis
untikely that the Company wall have sutficent
Jisteibugaple reserves to pav diwidends oa us shares

il at least fune 1993

Futurc Prospects

1n the first quartes of 1991 3 number of signaficant
pew tnghments have been awarded hy clients
a2 hing i exvess vt 431 mitlion £ 460 mulloniin

covemne 17 2200 putiwn LS00 millon ilhngs
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WPP Crass.-Sector Growth
At ants unng 2 o Mo WRP Sarvice Sectors

22 7% 325 &30 830

The first quarter of the year continues the pauern
esraplished ac the end of last year. Functionally,
adverusing and puotic relations have been oSt
affected by the recession and the Gulf War. Strategic
mackenng services, marker research, some design,
sales promation and audlo-visual companies, and
specialist communications companies such as direct
marketing and healthcare continue to perform well.
Retail design. real estate advertising, recruitment
adverusing and some areds of sales promouon
conunue to suffer.

Geogeaphically, conditions in the United Staees,
Unlted Kingdom, Japan, Canada, Brazil, Scandinavia,
Australis and New Zealand remain difdcuit, with
cononental European countries such as France,
ermany, Spain, Holland and Austria, together with
South East Asia performing betern

Very few clients have indiscrimimately cancelled
thelr expenditures, and puckaged-goods companics
connnue to exhibit greaer resilience, whilst financial
Growth in Advortising Exponditura by the

Top 200 Brande in the United States (Se)
Sources Adperttiing ARS wpp Group

Advartising Ezxpenciura by
Packaged-Goods companes =
within Top 200 Brands

Adveraing Expandiure E
1y Top 200 Brands

Total Aovorhsiig Expandture

WPP Cross.Sactor Growth
,an's ysing 3 or mora WEP Satvice Seciers

IR Pt Bt Py A D ST
b A SRR > S
i"";!*»-‘s.- A5 b e S g
Pt pCamne st ey
o7

4 m 125 255 318

services and retal show greatest vulnerablity

In 1990, the Op packaged-goods advertisers ncreased
thewr overall media spending v approxsmately 12.5%
agansta much lower market average.

Given current uncertaintes, it 18 st too early in
the year to predict the outcome with 3 great deal of
confidence. However, the Group wontimues 1o add
sigauficant new business, and retain business under
review, Despite the prospect of 2 difficult vear, your
Board remains confident in its steategy of providing
a comprehensive range of murketing services

10 both multi-national and national companies.
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Martin Sorrell
Group Chref Executive
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Chiet Preoutive s Review of Operations

Despita tive Seoup « “tlure © achiene oy presas
rroht ebyectne, primdeils due o rewenue shertfalls
wt the fourth quartes sabistactory peclermances
nere aohieved i strategic wazkeuny services. market
cersearch and m sume design, sales promotca and
Jpecialisl communicianns Companies

iseographnaily, stronger performances were
cemarerad in Conunental Europe and South East Asia
in 'S99 the Group ad+iey net nesy DUSINESS revenues
af v ver £141 muthon (8252 mallion) equivalent o net
tillings of £939 m.ton £ $1,679 nulhion).

The Group achueve) oeganic growvh rates of
apgraxamate iy 30% m sirategic marketng services,
pnder 3% o medh wieerusing, 10:15% 10 pablic
celations and market research, 5-16% in an~n-nedia
advernste [ and specialist comraunicalians, and 0%

N0 Manu - enng,

Media \dvertizing

~one tehe Giegp o 2uta adsey ang agency

At ks rewened ! o fast vear

ey & Mathes . rldwaide reneraied net new

oss Iallings  ver £372 mai o1 8665 miitivn)
Bersis million (§* cond .n 1930

coof Qi o Ther Workdvide

ek vy < ebien O & Mather

Lot s sy b vl o, as A ams S

aehant cognuk s, ¢ amit., o i Souts Bast

PELETEY RTT 5L B

Asix did actuere sheir budgeted rarges. Funcaonath,
Ogzilvv & Miather Direct also had 4 good vear
ackuening their objectives on a worldwide basis

A i vear end, Oguivy & Muther Workdwide
adverusing agency offices in Los Angeies and Dutront
it the United Stites and in Feance, Genmany, Austria,
Belgrum, Spain, Portugal, Tutkey, Hungary, Argenting,
aalavsis, Singapore, Thailand, Turwan, China,
ndoness, India and Syuth siricn wirs aheny of thew
dividual budgets; as were Direct oifices in New York
and Chicago and Eiceff in Chicago, and in Germany,
Austriz. Belgium, New Zealand, Spain, Malwsia and
Thmland; 15 ~ere public relatons offices at Adams
& Rinehars and Ogihy & Mather Public Relations in
L0s Angeles 1n the Uniteu States and in the Unued
Kingdom, France, Adams & Rinehart in Belgtum, Nesw
Zexiand, Malaysa, Singapore, Thasiand, Hong Kong
and T as were salas promotion offices in
Holland, Germeny, Belgium, Hong Kong, Singapore
ard Thalund.

i 1528 the operations of SAGE, the New York-bused
rerl markeung services consultancy, conunued o
disappoent and acuon has been taken @ reorgamse
this group o.f companes.

1 Walter Thumpson Company added riet ithngs of
over £159 mullion 13338 mitheny This compares with
2 pet gan oF & 289 mithon  §471 muilonim 1984

Reguonal aperanons in the trauted Srares, Europe amd
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WBP's 3ix Service Sactors —

Suuth East Asia met their budpets ) Walter Thompson
Compans sifives in Attantd, Detrow, New York
sineludhng Direct and Healtheare : and §un Francisco
m the Lnited States, as well ag in the United Kingdom,
iaby Span, Austra, Holland, Porwgal, Denmark, Greece,
Turkew, Argentirim, Mexien, Hang Kong, Singapore, Thiland
ated Malayata were ahead of therr tndividual badgets

Sealt, MeCabre, Sloves, Ine, was down agains
budger for 1990 poimarily due 10 the performance of
New York, Onlv Spmn. France, Germany and Mexico
reached their budgets,

Conquest Europe handled over 5210 miltion of
me.dia adverusing through 12 offices in 12 couniries
317 exceeded its objevuves in Belgium, Germany,
hoallrnd wnd Swit+iand.

Public Relations

Hitl and Knowlton experienced a sigmificant softening
of revenues in the fourth quarter, Although net

ne - business cevenues of £15 million ($28 million)
were generaued, pre-1ax profits for e year were
approximately the same s 1789 Profic centres in
Washangon tincludeng . anmonsy. Allanta, Los Angeles,
Denver and Ssanle i the Umited States and in France,
Hollind, Sran and Singapore achieved their ohjectives.
Market Researe

AIeB Group ended the vear well ahead of expecciiins
suth parsenlariy steong perroimances at simmons.

Wisernt drnd YRR

y

Strateac Marketing Services

Sat & RTONDMHE ANd MmRrxel 1MCaLLND
Seveiopmenmt 3 Corporate siTalagy
BLOCOMEINC MEEAENG. U111 4FF OTMmenNta
SranQes TACkRd Irsugh regulal DUDHCRNONE

Maedis Advertising

The planfng progucton &nd pacing o
adverising for mutti-nat 00sl ANd NRtoAR
advertisers in ail categones

Pubtic falatns

NALONE! 30T M RINALOT 3 SOTPOrKe
finpncial 2anc METHAING COMMKIMG KIICNS
cngg ceanngement, PUDLC aitawrs and
TAIAQHTIAN COUNSAiing

Maikel Ressarch

Lonsumet, Megid, SOPOTate COMMNBCAION
and Doy resedrtn, suverisng reseueh,
praesting. tracking and evadaton; deggn and
managerent of internationsl markel studies
Ay PIOCUC davaiopmant and (asling

Non-Madia Advertising

Graomics & Design

Architacturs! services. axbibiions, furnsute,
ndustral product and emaranmental esga,
packaging. carposate wontity, markeing &ng
serpoials Merature

incemve & Motvation

Busingss s&mINors ang antertanmant, ncer
siratagias and programmaes; conferenca and
travet managamemt

Jalas Promonon

Lonsumar and tade promotions,
pont-ol-sale, COKSON redemplion;
soll-pnidatnes, on-pack olfers

Audiy Visud] Commumcations

Corpointe and trainng videos, exhititions 8r

conlaranc oy, squpment mstallalion, sanacre
ang v’ prasentations, product launches a
{ratte shows, procuchion. eiling and trans*:

Zouciabot Communications

Ethme, usmess-10 Lusennss, corporale,
snlgilanment, pharmagaincal, travel
recsuilmant, retan and MEalon advertiamg,
WnPuRi repOLS. ciredt man and direct
marketing, v dtul ©OMMTMUMCANONS
Satootata Henily

WPP
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\illeatd Brawn also performed strongly
agzinst budger in both the Unuted Kingdom and
the nited States.

Research Internatonal, althaugh not reaching 3ts
targets, more than doubled vs orofits uver the previous
vear Botn New York and Boswn in the United States
and the Unuted Kingdom, France, Holland, $pawn and
austealia reached budget.

Strategic Marketing Services, Non-Media Advertising
and Spevialist Communications

Several of pur companies in these aceas performed
parucularly well aganss budget -nmcluding

The Henlay Centre, Anspach Grodsman Portugal,
Sermiger, Thomas Ferguson Associates,

{nernanonal Vacationers, KW, Spott sern,

Business Design Group and Coley Porer Bell.
Manufccturing

Our macufacturing division tad a record year with

profits of over £0.7 mullion.

Business Mix and Growth

The Group auw services over $30 majoc natonal

o inult-national clients in two oF MAKE services

tas opposed 1o 690 the previous year) reflecting the
increasing oppoti.Iity {or cross-refersal between
actvities both nauenally and nternaugnalle The
Group works . * Al clic “sin thiee ©F MOLE SErv.Les

(s opposed w 293 at December 1049 with 149 chents

- bae USP D p

0 fve 0r more ountnies 4as ppposed o 129 @t
December 1989) The Group now senices ver 300
of the Fortune 500 companies and emglovs 22004

people .n 635 officesn &) countries.

Acquisitions During 1950

These results snclude Szst time contnbutions from five
internatly finanzed in-fll acquisitions thar addressed
various strategic opporunties and have now
strengthened the Group’s actvittes 10 1S specialist
communications activites i healthcaren the United
States, its public relations and public affairs acuvities
in Scandinavia and Washinguon, 115 media advertising
activites in Belgium, and its market research acuvites

i Australla.

Sales and Profits by Function

Following the latest acquisitiors, on d pro-forma basis,
1% of Grouy sales and 1% of operating profits are now
represented by strategte marketing services, 50% and
49 by media adverusing, public relations represents
11% and 9%, market research 11% and 8%, non-media
advenising 13% and 8%, and specialist communicaions
149% and 19%. Manulacturing $till accounts for st

under 1% of hoth.

Sales and Profits by Geographical Ama

O the same pro-furind LISIS, OPEraions in the Cnited
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States and Canada acecunt for 47% and 47%, the TR e
Cauted Kingdom 22% and 21'%, and the Rest of the
World 31% and 32%. [t shou.d be woted that the -
Group 5 borrowings, which are matnly dollar - ’
T
denommnated and have benefitted from lower s - __f *‘) ST
v . U
interest rates, have tended 1o reduce the proportion N P
»
of US dollar profiss. Including the impact of interest, . .
operations in the United States and Canads aceount
WPP Worldwide
for 26%, the Unuted Kingdom 29%, and the Resc of the
1 Argentina 31 Kuwad
“Yorid 45%, of pre-tax profits, 2 Austraba 32 Mataysa
3 Ausina 33 Maxqo
4 Bahtan 34 Myanmat
5 Balgwum 35 Nethefiancs
Cross-Referrals & Brazt 36 Now Zealand
7 Canada 37 Norway
Cross-reterral opportuuities contlaue to develop. 8 Chile 38 Pakistan
sz il Panama
In 1990, 18% w business revenues or $45 milli 9 China w
90, 18% of new busin ¢ 3 on 10 Colombi <0 Pars
out of a total of $252 milllon came from this activiey. 11 Costa Rica a1 Prdippines
12 QOenmatk 42 Portugs!
This compares with 17% of new business revenues 13 Dominican 43 Saud: Arabia
) Republic 44 Singapore
or $41 miltion our of a toral of $243 militon 1n 1989 14 Ecuado’ 45 South Atnca
15 ElSalvador 48 Soviet Union
1 gD ¥ ]
Moreover, potential revenues of over $73 mullion were 16 Fintand 47 Spam
. : 17 Feance 48 LdLanks
roy ss-referrals, which is -
generated in 1990 through ¢ro \ 1 Gaimany 49 Swoden
equivalent 10 30% of net new business. W Greece 50 Swizeriand
20 Guatemala 51 Tawan
This compares with 368 mullienin 1989 which was 21 Hendures 52 Thatand
) 22 Hong Kong 53 Togo
equivatent to 29% of toral new business, 4gain an 23 Hungary 54 Turkey
; - -0 is b - 24 India 55 Mmlad Arab
improvement Greater attent(on is Deing given 25 Indonesia Emurates
« ) . ) 28 fraland 56 United Kingao—
nv " these sairess opportumues, and it
converung” these agw buairess 0ppo 2 27 oty 57 Unted Stases
ts hoped that the Conversion ras will increase from 28 Japan 58 Uruguay
20 Kenys 58 Venezuela
the current 2% and last year's 61%. 30 Kotea 80 Vietnam

PP G~ 18
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worldwide Trends in the
Marketing Services Industry

Despite the recessn ol 150, the anseriviny rzeridy

within the Marhetng senwes industes an whigh e

entmued w Jevelep

WPF strategy 3 based ¢
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worldwide Trends in the varketing Services Industry

wedia adverusing grew at a fasier rae vutside the drowth in Wortdwido Marketing Services

Expeanditure 1984-1991 {Sbn}

source § Walier Frampion Compant
Dythey & Mathar Worlde de PP Group

Catted States than within, and worldwide spend

on non-media adverusing grew faster. In addion,

packaged-goods advertisers were less inclined 0 fut 500 4 Non-Macia . Megis
" Advmrtsing Adyetlisng
their budgets in the face of economic pressures. 490 4 :
400 .
250 4 '

Warldwide Madia Advorilsing Expandlture {stin)
Source WPP Group 300 -

——\ 250 :
: 200 A ;

300 -‘ 150 -

! 100 -

e i

: 44 8 56 67 88 B8 90r9l B4 45 85 &7 89 89 90cS

250 ! ‘The marketing services Industry is weorth more

! than $690 bilhon, and has been growing at
approsimazely 10% per annum, This market can be

2n0 - S dswided between media advertsing, je, adverusing

; on television, in nEWsSPapers and magazines, on radiv

! and outdoor; and those other means that companics

S Rast of use to communicate with their markets and audiences
150 - , the World

e .t - publiic¢ relations; market research; non-media

. / advertising, which includes graphucs and design,

" Unites
Siates incenuve and motivauon, sales promouon and

100 -

audio visual communications, and specialist

- communications. Media advertising accounts for

s about 38% of the world market {5265 illien), and
50

s bren RrowIng At berween 99 and 12% per unnum,

l The less ¥isible non-media portion 1s sbout 62%

a» 83 a4 85 86 87 88 689 0 (5430 billion) and growing Faster 4% about §%-14%.

]
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Worldwide Markoting Services Exponditure 1990 (

Somrcer Satest from ind

Shin)

1aNE gOvernment aMpCiationt EPF Groun

Resto!
USA 113 France Garniany Japan the Worid Total
Medin Advertlsing =4 1298 148 103 127 342 640 265.3
public Relationy — 14.1 3.7 5. as a2 1.2 21.4
Market Roasarah - 24 X} 05 0.5 o¢ 1.8 4.4
Hon-Medin Advertising
Geaphics & Qeaigo 172 58 14 1.7 70 2.4 35.3
irsentive & Kotivaidn 2.8 0.7 Q.2 0.4 o 1.2 3.9
Sxles Promolicn = 1390 180 39 io.a 2r.7 R0 271.4
Autio Visual & Video = 340 ot 0.5 (1] o7 1.0 6.5
spaciaiist Communiastions
Raal Esiate =~ w2 G2 0.4 0.3 ae 0.4 2.8
Financial Communications 14 05 'R ] 0.2 07 0.1 3.0
Ethnic = T4 o2 [ B} ¢ 0. [+X] 2.1
Pudlic Atlaws 1 84 12 0.4 s 12 0.5 0.9
DHract Mail - 23.7 45 22 29 T4 08 50.3
Hocrutintent ~ 42 0.6 0.2 .7 08 $3 7.9
Hoatthcare — 37 0.7 i ] 05 1.0 0.8 8.9
Tatal J48.5 48.2 268.% 337 an.1 1424 94,8
Slzo and Growth Aates of UK Maritating Servicos 1980 ~ 1991
Lgurger Advertiang Atsocranion Fost Offfce, Keyriotr DAPA, 13P Hollis 18R PRCA
Cartass arandubl agdiSE pRnates foe 1390 and forveapsfor 1991
Modle Saleyw Public Durect
Advartising Promotion Raiations Marketing
tbn * fbn % tm * €m k0
f ] t L] . 4
ri901 7.9¢6 {3%) 932 5% 1,380 10% 925 1%
$1990 - a.20 W 888 8% 1,245 1% 830 13%
1989 - 8.00 10% 825 13% 1,110 17% 735 14%
1988 7,26 17% 730 12% 950 18% 845 13%
1987 8,18 12% 85 ™ s 15% 51% 1%
1986 = 550 2% 8.10 1% 708 18% 57 10%
s - 4 il % 550 10% 600 20% 470 %
1904 — 4.08 13% 5.00 8% 500 18% 430 &%
1983 = 358 14% & 00 14% 430 2% 403 %
o8z~ 3,12 1% 3.50 17% 350 2% 70 §-1.3
1981 =~ 2.2 10% a0 1% 278 8% a0 %
1980 = 2.54 20% 2.1 12% 00 23% 300 15%
L2 T Taett Tt
growttrate 7] 12.5% 12.0% 20.2% 10.7%
S yra. mlonc
arewitirate 13.1% 10,4 % 15,0% 12,0%

WPP Group pic = 19 ~
L)



.\Iilrkcting Services cuntmnned

The Pressures Facing our Clients

Mackeung problems are becoming mcreasingly
enmplex. The spread of operatons, both
geographical and funcuonal, has grown dramatically;
product life cycles are shorter; brands demand
constant investment, there 15 pressure On costs,

and the reril secter is now exeemely powerful. The
demand for markering services is increasing

as 1 response to these pressures. Our clients, chielly
nauonal and mulu-national consumer goods
companies, are committed © developing the sates
and market shares of their brands. They are aware
of the risks ind costs anached o recovering o lost

pustuon T packaged-goods companies do not

paysignis.  * earnings multiples tor firms with well-
developed brands in order then &1 reduce marketing
expenditeres and devalye the rv ossets they are
acquuring ~ ingangible though these maybe,

The same 1ron faw — ie, that premivm prices in
the corperate market maandate premium macketing
support for brands - also agplies © levecaged buy-
outs, where any buver would huve t¢ maintain
or increase brand spending to preserve the value
of thetr considerable invesument. Nor 15 the
emphasts 00 bus ing brands hkely 1o go aniy 33
continued acquislthans — among both packaged-
gonds eompanes and capual-goods companes -

wontinue o demonsteate. [naddition, key advertinng

sectors such as the auwtomobile industry face
in¢ressed competition.

The need 1o add value ks been resnforeed
by clients' espousal during the 198Us of “low-cost
producer”™ strategies, reducing headcounts and
generaily forcing themselves to become lean and mean

However, there is a limit 10 how mudh cost can
be cut before product quality is jeopardised. On the
other hand, in theory at least, revenues and margins
can be increased indefintely by adding value,
As a result, we expect (o see increased spending on
brand development,

The dominance of retail orgamsatiens. notably
in the grocery trade, means thae such an imbalance of
power can only be redressed by spending on
marketing services, patticularly on media advertising.
However, inside the stores the bawleground has
shifted for other rezsons as well. The consumer s
visiting stores more frequently and making more
impulse or unplanned purchases, Retl stores, such
as supsrmarkers, are growing in size., stocking more
goods. instatling scanning equipment, increasing
opening hours, and larger stores are mereasingly
dominating the market, In the background, nerwork
television audiences continue to decline and the
propurtion of somen working has steadily risen

The combination of scannang technology and

computersed distrtbution svstems have resulted in

1l

e 4w WP R bit



Us Natianal Advertising
Expenditc-a a3 % of GHP 1980-1990
woe APPLAnu

185 110 115 120 125 130 135 140

the growth of *sloting allorvances” vheie retnlers
ask fees from manufacturers for fewmunng thesr
products. In addivon, saanmng rechnolor anables
the recaler © build a dasbase of s ¢ 1510Mmers,
Finally, retatlers are creanng ther own more
profiable ligher-priced privae 1»%el brands and

diseounung nattonal brands.

Trends in Media Advertising
Growds m i diz sdvorusing has been stimulared by
a number of f1ctors, It has proven to be the most
celiable method of mass communication, reaching the
largest number of consumers in the fastest way, and
ar the tnwest cost. It 15 therefore the best vehicle for
brand development and sugport, and an effectve
means of combating sncreasing compeution from
retailers’ own brands

As 2 result, the United States market for meal
adverusing 1s today vorth almost $130 bllion
{around 49% of the worldwide matket).

However, doubie-digit growth in the United States
yn the early 19805 has slowed i the last Ave yeors
0 single digus, in 1990 wwas approximately 5% o
money terms against an (nflanon race of 5.3%.

vet putside the Enited Sutes, medin advertising
expenditure 15 sull increasing, in 1990 by over 11%
Thix reflee’s tvo factors. Fiescly, in the rest of the

world, levels of media adverusing are half those et

the Unued States Secondh, media deregulation -
parneularly 1 telesision ~ has sumulated primary
demand for TV adverusing Double-digie growth in
recent vears 1n the Unued Kingdom, France, Italv and
Span reflects those develupments, and high-growth
markets for the nest five 10 ten years will be
Conunental Europe, South-East Asia and Latn
America. South-East Asia, with entrepreneurial
prople and sumutaiing guver amenial influes 25, mav
well prove 10 be 1 more atracuve marketplace than

Easterr: Eurcpe.

Total Advertising as % of GHP 1990
Sanrer WTR Group intest estiouie GFCD

Span
Japan

Germany

Franca

Portuga!

Raly
Turkay

India
China

Bacxground for Non-Media Advertising
For several vears non-media adverusing has
grown faster than medit advertising. Thisis due

Foar facers. twa shortteem, aud o long-term,

4
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Marketing hervces contvied

Share of TV Advartising (%)
US TV Natworka

Soune Fiboesky Gruem DR

Short-Term
Low rates of inflanon
Unul very recently, declining rates of inflauon
have made it difficslt for our clients w pass on 1o
the consumer increasing media costs, particulasly
sn telovision.
Over the last ten vears, television adverusing costs
have incrensed sigmificantly faster than the cost of
living in alf five of the nigor markets, which account

tor over 75% of worldwide advertising.

Fragmemntation
AL E L osane Hhine netwosk audiences fuve fillen, and
because of the increasing number of channels,
audiences have “decomposed™ through zipping of
zapping or video-cassewe rental or boredom induced
bv low-qualir prozramiming, Although the networks
are making izereasingly Innovative atempts to
promutis their programming, network TV has also
suffered from the competit ve attacks of cable
releviaion, syndicated programming and independent
SLaONS.

The result is that although aetwork TV remauns an
effective tool for creating brand awareness it1s not

enough an its own,

- XPPEirub pe

Shara of Prime-Time Audlencs (%)
US TY Hetworky

Source Wilkonnky Gruew DRI

T ) LT e
A e e

(A PR e

Long-Term
There are also two long-term ~ and therefore more
fundamental reasons - why non-media advernsing 1s

growing fuster than medi adverusig

Difficulty of measuremern

Mary atrempts have been made 10 solve
(posthumously) Lord Leverhulme's famous
ddemma aboutr which half of his advestising budgert
he was wasung, by split campaigns, buried offers,
pre-testing, dav-after recall, area testing and

other more innovative methods; buc the results

~ thought they can demionstrare effectiveness -

are not selenufically precise,

Other types of riarketing services expenditures,
such as sales premoton Or direcr mail, are more
easily and effectively targeted.

Generally, there now seems to be a bellef that
a mix of media and non-media adverising is

most effective,

Technological advance

The second reason for faster non-medla advertising
growth is technological advance. The effect of the
increasing use of computé 5, and the development of
mailing and telemarketing techniques has been o
fragment the marke2. And further market-shaking

develapments arem the wav, such as optical Gbre.



Response of the Advertizing Agencies

frreracan 2 TV and persomilised commeraials are aot

far off. Personulised magazines are slready here,
albert on a small scale.
Growing technological sophistication has
fragmented the printed medium, us well as television,
with ghanges in editarial and advectiging content

adjusted 10 the background of the reader,
Adverusers are now looking for economies of

seale 1n dispecsed markets,

Response of the Media
There has been llele evidence to contradict

these trends untll recently. In thelater haif of 1989
and through 1990, major multi-nationz!t and
nattonat packaged-goods advertisers tended w
matnwain oc increase their expeaditures agaast the
murket avevage.
Whether all the vehicles of the fragmented media
wil be able o atract the necessary advertising s
debatable. The main effect of satellite competition, at
leas~ in the short-to-medium term, may paradoxically

be 1o cunvigorate land-based broadcasting
organisatons, much as commercial TV did ro the BBC

in thu 1960s.
In addition, forecast segmentation of audiences

in the 1990s mndicates broader categores rather

aan ARCrAwer ones, where mass medid maw be

more etfective.

58 -

56

54

52 -

50

-

48

4§ -

Agercy consoliuianon
Non-media alternatives to advernusing have receved a

toost from the merging of agencies, enher physically
or under a corporate umbrella, Whete consolidation
has taken place, such mergers have disturbed existing

relationships, with some clients who have perceived

contlivts of Interest

Top Tan Advertising Agancies Worldwide
Markat Sharo of Ad Age Top 500

19840-20 (%)
Source Adierunng Age

80 £V 82 B3 B4 35 86 BY &8 @9 9
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Marketing Services contmued

The wrend 3 consolidauon seems w show litle
sign of abaung, fzrgely because of continuing cliear
rationalisavon aid the increasing pressure on dgency
compenzauon that results, Only the direction from
which the pressure comes seems 10 have changed -
from the United States, France and Japan, whers
the cost of capiral is lower, rather than the
Unuted Kingdom.

Coacencration on voncentranon has been driven
not only by the trend among clients, but also among
media Gwners.

The concentration strategy is based not anly on
cross+ownership of media, enabling media owners
to offer advertsars a complete media schedule, but
cross-promoton as well,

Some people may dismiss these developments as
entreprencurial idiosyncrasies, The fact1s few are

immune from their implicacions.

Taking all these trends into account, it seems
inevitable that the markeung services industry will
erenrually he dominated by fudar or five major
multi-national companiss and that there will
eontinue o be further consnlidatans, for example,
among the 40 or 50 companies that make up the
quoted Lniead Kingdom marked.rg agrvices secton
Most of these tirms are wo smal) 1o compete ona

multi-naconal vr mulb-funcuonal basis.

WP Cragg b

Cliert conflice

An issue frequentdy raised 15 that of contlict of interest
between compenng clients withig the newly-merged
agencies, This has rarely been a problem mn other
industries such as management consultancy,
investment banking and audiung. In Japan, agencies
often specialise in clients in one category.

There ace increasing signs thaz clients are
re-assessing the posiion, partly becsuse major
packaged-goods companses are extending the
categories 1a which they compete, which makes
conflict harder 1o avoid; and partly because there
are relatively few contlict-free multi-national

agencies o choose from.

Compensarion

Another issue, oftes mentioned by consultancs, i3 that
of a reduction in the leve! of agency compensation. It
is not only the agencies who argue that this maybe a
false economy It may even be an lllusion. When agency
mncome is geared not only to advertising spend but, in
addition, to results, this cin bring great benefit to both
sides, Luckily { for agencies) some of the biggest
advertisers in the world seem to be thinking along
sitnilac lines, Mareover, the tncreasing fragmentition
of the media can only reinforce the imporance of
choosing the night media for the clieat, thus giving an

oppotunity for the agency w add greater value.
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Media buying
Centrabised medim buying has become increasingly
inreresuny to clients as a cesult of the escaiating cost
f television advertsing ) Walter Thompson Comgany
and Ogilvy & Mather Worldwide are members,
together with Omnicom, of The Media Partnership,
2ot media-buying operation, which is already
operating 10 four European countries, Lnterestin
such acrangements still tends w3 be more European
than Amertcan. While the basic proposition behind
mega-mediz outfits is sound — that is the more cost-
effeciive purchase of media, particularly television -
thare are several areas of risk, .

First, who pavs tor the media-buying unie?
Although it creates greatec efficiency for the client,

a separate unit 1s a cost to the agency: should that cost
he set agmast the discount negotated?

Sezond, how are issues of conflict to be dealt with?
Not necessanily the classic ssues, where, for example
astoraobile manufacturer A competes with B; but
where A outspends B, say 2 to 1 and yet receives the
same level of discount. Is A subsidising B?

Third, if vou separate media-buving from
planning, and create central buying units for (vo ar
more agencies, does this effectively hamstring the
parucipating agencies by removing key functions
frome thetr operations? Some agencies have btie therr

reputatn 0, at le 1t i part, on their media capabilities.

Fourth, the successful precedents have rended
10 be media brokers rather than medha buvers, and
ultemately clients may well demand the discountor
assume the brokerage nisk themselves. “Transparency”
15 the new French buzz-word.

Finally, such media-buying unis may lead o the
“unbundling” of agency services, which tn turn wil
result in still greater pressure on compensation,
Clients may well decide they can do the job
themselves,

But perhaps the major 1ssue t5 that media-buying
or indeed brokerage i1s 4 commodity service, not i
value-added service.

Success i medi-buying is determined by buving-
power and fi ancial resource, not by the management
of the imagination. This means that, in the long-run,
though media choice and strategy may be very much
an agency’s business, media buying, in the sense of
dealing, may not. It is a service that should be offered
to clients in order to help them manage their costs
more effectively, but it 15 not a high added-value

service of the kind that 1s an agency’s focus,

1t is against this background that WPP Group
continues to build z comperehensive group of
companies, each with its own speciallst skills,
able to respond to clients' specific needs, and to

serve them on i co-ordinated basts.

NCFP s fug = 2%
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WPP Group Companies

1 Tanuary 1090, there nete 22093 peopie working
foir WP Group gompanies, and 50 more than 47
professionais warhng for WPP Group gle itselfl.

These Agures give a clear indicauon of the relauonshi)
of the holding company to 18 aperaiing elements

WPP Group «ompanies exisL i »enc their clients
Each company excels in at least one murkeung

services skl and their objesuve in all casesas 1o add

worth and value vy their clients’ goods and services

through the management of the imaginauen,
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J. Walter Thompson Company
The | Walter Thompson Jomgany
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Auditors’ Report

T die members of WPP Group ple.
W have audited the GCCOUNES SECOUL on pages 41 w 61 in accordance with Audiung Swandards,

In cur opinion, the accounts give a true and fir view of the state of affairs of the Company and of the Group
at 31 December 1990 and of the profit and source and applicaven of funds of the Gros ¢ the vear then
ended, and have been properly prepared in secordance with the Companies Act 1983,

Arthur Andersen & Co.

Londecn

24 May 1991

+
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Directors’ Report

The directors present their annual report, wgether with the audited accounts for the vear «nded

21 December 1990

Profits and Dividends
The proiit on ordinary acuvinies befpre t2x for the vear was £90,040,900 ¢ 1989 273,039,000

For the reasons noted below, the directors are recommending rhat no Ordinary dividend be paid 1n
respect of 190 ( 1989. 24.2p).

The retained profic of £32,920,009 is carried 1o reserves

Raviaw of tha Group
The Company 15 a holding company. The principal acuvity of the Group 15 the provision of markeang
services worldwide,

The Group achieved growth for the eighth successive vear with improvement ip u!! m..inet sectors.
However, in November 1990 the :impact of recession in several of the Group’s primary markets, including the
L'nsted Kingdom and United States, and uncer:=unties following the mvasion of Kuwaut gave the Company
reason to believe thar there might be a breach of its existing loan covenants in the second quarter of 1991,
Following completton of its 1991 budgets and discussions with its banking syndicate and other lenders, in
April 1991 the Company entered Into new financing arcangements which provide increased committed
funding and which will enable it to trade more effectively 1n the future, The accompanying ascounts
incorporate the terms of the new arcangements where appropriate.

Due to covenants given to the lenders there are insufficient disiributable reserves in the Company to pay
the Preference dividend which would otherwise have falten due on 30 April 1991 and which is in arrears at
the date of thus report, If the dividend on rhe Convertible Cumulative Preference shaces cemains in arrears
at 31 October 1991 then, with effect from that date and vaul all acrears are pawd, the holders of the shares
will be enutled to vote at General Meetings of the Company convened on or after that date on the basis of
one vote for each share held. Additionally, no dividends on the Ordinary shares will be capable of being
declared or paid prior to the payment in full of any arresrs of Preference dividends. 7 che tight of the
covenants given to its jenders It is unlikely thac the Company will have sufficient distribuiable reserves to
pay dividends on its shaves until at least June 1993,

A full review of the Group s activities during the vear is given in the Review of Operattons,

Movements in Fixed Assots
The consolidated balance sheet includes a conservative valuauon of certain corporate brand names. Details

of this and movements in fixed assets are set out In notes 9 to i1 to the accounts.

Share Capital

The number of Ordinary shares in issue increased during the vear from 41,098,703 to 43,265,814 primarily
due o shares issued as part consideration for acquisitions. Detals of the share movements during the vear
are given in note 18 1o the sccounts,

It is proposed to extend the existung power of vour directors 1a relauon o the altotment of Ordinary
shares for cash in order to give your bourd contunuing flextbility and shareholders' approval 1s thecefore
seught to Jisapply the pre-emption provisiuns of secton 89(1) of the Compantes Act 1985 in relation to
Ordinary shares of a nominal value not exceeding £216,000

= A8 = WO Fraun g



- — ———

——

Directors’ Report

Dirgctors

The Jirectors’ benaficial interests, including family holdings. i the Cempany s share capatal were as follows:

31 December 19490 1 January 1950

Ordinary Penlerence Subacrlption Qrelnary Preisrance Subacription

Sharos Shares Warrants Sharne Shares Warraats

David Ogulvy 4,000 - - - - -
11 D Bullmore 3,000 12,900 35 3,000 15,900 355
S H M King - - - - - -
R E Lerwil 20,078 25.813 7509 20,079 13,813 7509
J A Quelch G0 - - 400 - -
< C Sampson 289,515 156,750 - 259,515 156,750 -
M § Sorredl 930,287 506,851 116,285 930.287 306,882 116,285
R 3vmonds 12,547 20.000 - 12,547 10,0600 -

On 23 Mav 991 the interests of the directors were unchanged from 31 December 1990,

Mr RE Lermill has been granted options in respece of a tatal of 126,376 Ordinary shares, as adjusted for
the effects of the rights issue in June 1989.

Mr J R Symonds and Mr § H M King cetire by rotation and, being ¢ligible, offer themseives for re-
elecrion. Neither Mr Symonds nor Mr King have service contracts which exceed one year in duration.

No directer had any tnterest in a contrace of significance with the Group during the year.

The Company has maintiined jnsurance during the year to indemnify its directors and officers against
Hability when acting for the company.

Non-Exocutive Diractors

David Ogilvr becume non-executive chalrman of WPP Group in June 1989. As founder of Ogilvy & Mather,
and author of a number of best selling books on adverusing, he is known and resp~cted internationally, He
has beun deseribed by Adweek as “advertising's only tiving legend and the master codifler of the advertising
business’ and by 7ime as the most sought-after wizard in the advertising business! He became a CBE in 1967.

Jeremy Bullmore took up hus post of non-executive director in 1988 after 33 years at § Walter Thompson,
London, the last 11 as chairman, He was chairman of the Adveriising Assoctation from 1951 to 1987 and he
has written and lectured extensively oo inacketing and advectising, He became a CBE in 1985,

Stephen King was appointed non-executive director of WPP Group in 1989 after 31 years atJ Walter
Thompson, ultimately 3s Research and Planning Director. & founding father of the planning function in
advernsing agencies, he is author of the standard tex, Develaping New Brands, as well as numerous
articles on Lrunding. He is currently Visiting Professor of Marketing Communlications at the Cranfield
Schoal of Management.

Prefessor John Quelch, non-executve director, is professor of business administration at Harvard
Iniversity Graduate Schoot of Business Adminustration. A prolific writer on marketing issues and public
policy 1ssues, he is also author of numerous books on marketing management including The Marketing
Challenge of Europe 1992,

John Svmonds was charman of WPP Group for eight vears unul June 1989 shen he stood down in favour
of David Ogive A sohcitor, he was a partner in a legal pracuce in Kent for 33 vears, latetiv s senior

partoer, unul tis retresnent i October 1989

WPPTOuRp p B
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Subataritial Shareholdings

Au 4t the date of this regort, the Company his Heen nonied of me wiidwang nierests ot 3 per cantur mere
in e ©rdinacy share gapital of the Company Mike Luckwe!l Nominees Limated = + o8 per cent. Pruneer 11
Fand - » 21 per cent, ana Leeg dason Special Investgnent Truse~ 3 36 per cent The Company s nor aware of

ary ssther holdings in excess of 3 per cent

Close Company Status
The directors have been advised thas the Company is not a close comprany withia the meaning of the terms
of the Iricome and Corporaton Taxes Acy 1988,

Disablod Employaes

Applications for employment by disabled persons are always fully considered, bearinz in miug the uptitudes
of the applicant concerned. In the event of members of staff becoming disabled every effott 15 made o
ensure that their emplovment with the Group continues and that approprsate training 15 arranged. It is the
policy of the Group that the training, career development and promouon of disabled pessons should, as far
as possible, be identical with that of other employees.

Employoe Consultation and Invoivemant

The Group places considerable importance on the contributions o be made by all emplovees ro the
progress of the Group through dizic respective campanies, and 3ims to keep them informed on mauers
affecting them as employees and on developments within the Group. This is achieved by formal and
informal meetings at the individual company level, and by distribution of the Annual Report and Accounts
and a regular newsletuer throughout the Group,

The Executive Share Option Scheme is available to ail full-time employees of the Group nominated by the
directors of ezch company within the Group. Options have currently been granted 10 2 total of 384 (1989:
599) employees over  total of 2,891,115 (19891 3,127,428) 10p Ordinary shares of the Company. The exercise
of these options is generally conditlonal on the profit performance of the employee's company.

Charitakle and Political Gantributions
The Group contributed £184,000 to UK charities in 1990. No contributions were made to political parties.

Audltors
The directors w1l place a resolunon befors the Annual General Meeting to re-appolnt Arthur Andersen &
€o. as audirors for the #nsuing year.

By order of the Board
C F Schulten
Secretary

24 Mav 1991
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Accounting Policies

The agoounts have been prepared in accocdance with applicable accounung standards 1n the United
Hsngdom, A summary of the Group s aceounung pulicies which have been applied consistently throughout
the vear and with the preceding vear 1s set out below,

basis of Accounting

The accounts are prepared under the histonical cost convenuon, modified to include the revaluation of land
and butldings and coeporae brand names. The consolidated accounts include the results of the Company
and all its subsidiary undercakings made up to the same accounung date. The results of subsidiary

undertakings 2equired during the vear are included from the date of completion of the acquisicion.

Goodwill

Goodwil) represents the excess of the fair vaiue aanbuied (0 invesiments in bustnesses or subsidiacy
undertakings over the fatr value of the underiying net assets at the date of their acquisition Goodwill
ansing on consolidation is weitten off against reserves in the year in which it arises,

tntanglible Fixed Assots
Intangble lixed assets comprise cerealn acquired separable corporate brand names. These are shown at 2
valuation of the incremantal earnings expected (0 arise from the ownership of brands. The valuations have
been based on the present value of notional royalty savings arising from the ownership of those brands and
i estmates of profits acributable to brand loyalty

The valuations are subject 1o annual review. No depreciauon 1s provided since, in the opinion of the
directors, the brands do not have a finiwe useful economic life.

Tangible Fixed Assnots
Tangible fixed assets are shows at cost or valuation less accumulated depreciation.

Depreciation is provided at rates calculated o write off the cost or vatuation less estimated residual value
of each asset on a straight-line basis over the esumated useful life, as follows:

Frechold buildings ~ 2%
Leasehold fand and buildings — over the term of the lease
Fixtures, fittings and equipment - 10% to 334%

5

Surpluses arising on the revaluation of wngible fixed assets are credited to a non-distributable revaluation

reserve. On the disposal of a revalued fixed asset the revaluation surplus Is transferred to distributable reserves.

Investmonts
Investments 1n subsidiary undertakings are stated in the Company's accounts at cost less amounts written off
for permanent diminution in value.

Stocks and Work {n Progross
Work 1n progress is valued at cost which comprises vutlays incurred on behalf of ¢lients. or the value of
~vork performed on uncompleted assignments or products. Provision 15 made for ircecoverable costs where

ippropriate Stocks are stated at the lower of Cost and net realisable value,

»
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Accouating Policies

Debtors

Debtors are stated ngt 01 provisions fur bad and doubrtul debts

Taxation

Corperate mxes are pavable on tanable profits W the carrent rates prevuhing
Deferred raxauon s calvulated under the Labshiy method and pravision s made for all uming

differences which are expected to reverse, at the rates expected to be in foree at the ume of the reversal,

Ponsiors

Contribunions 3 detined contrtbunton schemes are made 1 aceordange with the recommendatons of
actuaries and are charged 1o the profit and luss account as incurred,

‘the charge t2 the profit and loss account ithe reguiac pension cost) in respect of defined benefit pension
schemes 1s caleubued o achieve a substaniially jevel percentage of the current and expecred future
pensionable pavreoll, Variartons from reguiar costs are iflocated o the profic and loss account over a2 period
anproximating ro the scheme members’ average remaimng service lives.

Turnover and Revenus

Turnover comprises the geass amounts billed o clienes in respect of commission based income together
with the towl of other fees exrned. Revenue comprises comnissions and fees earned in respect of turnover.
Turnover and revenue are stated exclusive o7 VAT, sales taxes and trade discounts.

Transiation of Foreign Currancios

Foreign currency transactions arising from normal trading acuvities are recorded in tocal cerrency at
current avshames .

..... wmnge rares. Moncwaoy asacts and lsbilites denciminated in foreign currancies at the war-end

are translated ac the yvear-end exchange rate, Foreign currency gans and losses are credited or charged to
the profir and 1053 account as they arise.

The profit and loss accounts of overseas subsidiary undertakings are translated into pounds sterling &t
average exchange rates and the year-end net investments in these companies are reansiated at year-end
exchange rates. Exchenge differences arising from the retranslation at year-end exchange rates of the
opening net investments and results for the vear wre dealt with as movements in reserves,
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consolidated Profit and Loss Account

For the v eor ended 21 Decemner Wa)

1990 1649 1990 J9RA
£000 ELil] s000 N

Turnover 5,460,454 o, 130,892 9,758,923 = 190735
Rovenue 1,264,100 1905,43% 2,259,200 1,640 598
Gross Frofit 1,075,508 843 032 1,922,144 1,378,375
Onhar Operainy expenses {neti {942,435) 1=a0,5500 (1,684,498} 11.208.35%)
Oparating Profit 132,574 102,482 237,848 167,20
Interest recevable 14,275 16072 25,512 26,224
Interest pavable and sinular eharges 87,208} 143,515 {102,239) (71,003
Profit on Ordinary Activitios bofore Taxatlon 90,040 ~5 G319 160,319 122,441
Tax on profit on ordinary acuvities {38,376} £ 34.332) {6%5,011) 1503400
Broilt on Ordinary Activitles aftor Taxatlon 53,684 a0.30" 24,5308 66,095
Minoaily intzeests (3,096) 12,3061 13,503 13,763)
Arofit {or the Financlal Yoar 50,588 38,201 90,373 2,332
preference dividends {17.628) (8,413 (31,541} t13,727)
profit Attributable to Ordlnary Sharoholdors 12,920 29.“83 50,814 48.60%
Oedinars dividends - 19,9131 - 16,1753
W Laste R BEREESEGN FFRE snarebasTUAYESREAE rpd At tREND AN LY awc 1;1,«"lm‘4n\t|4 :h:ll'!-lu-.ﬂsar;v--» PP TTEEAR E ELL L A avm HamBEMe mun.oma T#d PLE }
Ratalnod Profit for the Yanr 32,920 19.875 58,804 2,430
Earnings par Sharo .
Basw ) 78.4p “30p $1.40 51,19
Fully diluted 71.9p “llp $1.27 3116

The mim reporing currency of the Group 15 the pound sterling and the accounts have been prepared on this basis
Solely for convenience, the Aceounts set Auton pages 4310 4~ are also presented expressed tn LS dollars using rhe
Approximate averige rate for the year for the profit and lass account {1990 517872mL], 1989 §1,031" =21}, the rate i
effect on 31 December for the halance sheets 11990, $1,9300= 51, 1989 §1 $195m £1Y, and 2 combnauon of these for the
statement of source and applicarson of funds. This ransiation shouid not be construed as 3 representauon that the pound
sterling atnounts actually represent, or conld be converted into, LS dollars at the rates wndicated.

The GECOMPANYING HOMeS JGrm an antegral part of 1ns profit and f0ss account

U A



Consolidated Balance Sheet

an 1 21 Deveminer (0

1950 1989 1990 1985
Niztas coao £000 3000 5030
Fixod Asswts
9 laangible assers 380,000 350,000 675,500 204378
) Tangible 235ets 136,223 156,283 262,910 252,490
1l Invesiments 12,543 19,774 24,208 31,884
498,766 526,357 962,618 848,751
surrant hosaty
12 Stocks and work in progress 61,958 91,004 119,573 146,744
13 Debtors 806,234 548,"78 1,179,032 1,046,155
14 Investments 2,678 4,759 18,751 10,899
Cash at hank and .0 hand 229,455 33,617 442,847 376,707
906,323 980,158 1,749,203 1,580,505
15 Graditors: Amounts falhing due within one vear (988,660)  (1,149,858) 11,502,377)  (1,854.146)
Nat Gurront Liabllities (79,368} {169,700) (193,174) (273,641)
Total Assots Less Curront Liabilities 419,401 356,657 BO3,444 575,110
16 Creditors: Amounts failing due after more
than one vear (534,647} (535,618)  (4,091,8869) {863,084)
1*  Provislonas for Liabilitiea and Charges {118,081) {151,170) (227,896) (243,762)
Net {LiabHities} (232,327) {330,131) (450,321) (532.336)
Capital and Roserves
18 Called up share capnz! 28,711 25,505 49,822 41,127
19 Share premsum 194,278 192,721 374,951 310,763
19 Merger reseryve [029,417) (797.811)  {1,600,775) {1,286470)
19 Other reserves 291,958 196,247 503,473 316,447
19 Profit and loss aceount 73,047 40,927 142,325 65,995
Sharsheoldors' Funds (243,629} {342,411 {470,204} (552,138)
Minoritv interests 10,302 12,280 19,803 19,802
Yotnl Capital Employod {233,327) (330,131) (450,321} (532,336)
5 : 03 24 May 1991
Signed un behaifl of the Bo;rd on 24 May 199 coMPANlES HOUSE
Directors (\Qy "
RE Lerwill 17 Aug 1881
M S Sorrell €
The main reporting cucrgnerdl the Group is the pound sterling and the accounts have been prepared on this basis.
Solely fur conyeAfEAce, the aCCOUNts SEEOUL ON PIgEs 43 10+~ are also presented expressed in US dollars using the
appr e average rite for the year for the profit and loss account (1990- $1.7872=£1, 1959; 51.6317 =1}, the rate in
effSct on 31 December fir the balance sheers (1990, $1.9300w= 51, 1939 31.6123m 519, and a combinauon of these {or the
sratement of source and application ot funds. Ths translation should not be construed as 2 representation that the pound
sterling amoungs actually represent, o could be eonverted into, US Jollars at the cates indicated.
The avcamparn ing ROWS farm an sntegral parr of this dafance shect
L)
=

WPP firaup pi
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Company Balance Shect

bey ol A1 Doz enoen 300

1990 198G 1980 199
Eooo 26049 $000 5001
Fixeul Assaily
Tangihle assers 459 -1t eas 1219
Imvesumems 460,195 353,140 ane, 176 569,438
480,654 353,896 689,062 570,657
Surrent Assets
Debtors 84,521 292,058 124,520 470,944
Cash atr bank and 1 hee.d 14,768 10,640 28,502 17157
79,208 102,698 153,028 48R 101
Cenditors: Amouats falling -Jue sathin oae year (42,647) GXATEY {02,308} £100,206)
Hat Currant Assols 16,642 240,555 70,718 357,895
Yotal Assets Less Currant Liabilities 497,296 594,451 940,784 958,552
Croditora: Amounts Ralling due ater mare
than ong year {18,500} 88,275 (as,79% (142,343)
Pravisions for Liabilitlas and Charges (2,958) {9.076) {5,709} 114,835
Net Azsots 47%,835 497,100 918,387 801,574
Capltal and Hosorves
Cailed up share capsal 25,711 25,505 49,622 41,127
Reserves 450,127 471,595 065,745 60,447
Totul Capitat Employed 475,830 497,100 918,367 801,574

Signed on behalf of the Board on 24 May 1991

Diractors 293;/

R E Lerwill
M S Sorcell '“/l@{?\.\&cﬂm

The main reports
Solelv fo

statement of source 2nd apphication
sterling amounts sctually

The aecompanving Holes forn an mregrai part of this balance sheet

frency of the Group 15 the pound sterling and the I¢counts hav been prepared on this basis.
Shvenience, the 26counts set out on pages 43 to 4™ are 3ls0
Kimate average rate for the year for the profit and loss account 1990 $1.7872m &1, 1969; £1.6317=£1), the rate in
effacc on 31 December for the balance sheets (1997 §1.9300=51,
Yunds. This translation should not be construed a3 3 representation that the pound
represent, or could be converied into, US dollars ac the rates indlicated.

presgnted expressed in US dollars using the

1989, 51.6125=51), and a combination of these for the

i

WPP Group plc = 45 =
1



Consolidated Statement of Source and Application of Funds

P

¢ v e v oar afded 31 Devambzer ]

1590 1589 1900 1509
£ooo EDiH) 5000 ENe
Sourco of Funds
Prolit before rax 90,040 ~6.0330 160,919 122 441
Ttesas notinvolving the movement s fuads
Depreciaion 25,164 16,329 45,509 22,355
Incraase in other previsions 3,296 2288 5,891 3728
» proitzy foss on disposal of (angible fixed assets {657) 226G t4,174) 3%
Minoety interest In remined profu for the vear (3,096) £ 23061 {5,533} 13,7034
Tetal Funds from Operations 115,047 95973 205,612 155130
Funds from ather sources
Taxanon and provistons assumed on
acquisition of subsidiary undertakings - 132,145 - 213.084
Drawdowis of medium and {ong term debt 75,305 342424 t45,329 558,733
Rescheduling of short term debt as long term 30,737 - $9,322 ”
Proceeds from sssues of ordinary
and preference shares 46 214,119 B2 349378
proceeds from sale of angible fixed assets 8,483 5,239 18,101 8.548
Exehange movements 27,848 9,928 47,27 22,559
shares 1ssued as pact consideranion of the
sequition of subsidiary anderiakings® 10,401 4837 10,642 14,419
267,897 807,765 491,429 1.321,851
Application of Funds
Dividends pawd 27,529 12,520 49,200 20,429
Taxauon pad : 33,238 56,953 59,399 92,930
Repavment of louns 21,248 6,542 as,108 10,655
purchase of imangible fix~a assets - 175000 - 285,548
Purchase of tangible fixed asseu® 32,816 84 509 58,840 137991
[nerease 1 fixed asyer investments 2,834 15.27% 4,707 24,923
Decrease Lincrease) in creditors and provisions due
afser more than one year® 52,408 168.9991 101,302 (120
Decreuse Lincrease) in minoriy interests 1,378° 111,100} 3,618 {17,399
Goadwill arising o0 acquisitions of subsidiare undertakings”™ 41,648 655,911 74,791 1,070,250
213,775 926,671 386,974 1513.587

= an o= AP e 'r.h,



Consolidated Statement of Source and Application of Funds

¢ .r e vear enged 21 Crecember 2090

1990 1989 1999 w8y
£oan 000 $000 3600
Increaces (Decreasa) in Working Capitai®
Srocks and work in progress {29,049 Ris, 04 {56,085) 91,37%
Debots (32,176} 3A%5,151 {62,400} 006,50~
Investments i4,503) i~.153% 13,810) (11,533)
Greditors amoutds aihing dus withiin one jeds 74,548 +504.408) 142,872 1958 484}
8,755 {168.547) 16,897 (271,782}
45,387 19,641 aT7,558 80.046
shovemanis in Net Liguld Funds®
Cush 4 Ban® 14,162) 141025 18,033} 227,403
Bank lnans and averdrafts 49,529 {91,384} 95,591 1147,35™)
45,387 49,641 87,558 50.046
oThe effects of the acquistoen of subsidiazy underakings on the above satement was 25 follows:
1990 1990 1980 1990
Hot Azzets . . uired: L£ooo $000 Discharged by! £000 $000
Tangibibe fixed assets 1,382 2,470 Shares 10,431 10,842
Net current sssexs 9,045 16,201 Cash paid
Long weem creditors and provisions {4,833} {o,101) and acerued 97,031 66,71
Goodwill * 41,848 74,791
47,762 85,361 47,762 85,381

The main reporang currency of the Group s the punnd sterling and the accounts have »een prepared on this bass,
Solely for convenienee, the acCounts set ouc on pages -3 to 4~ are also presented expressed 1n LS dollars using the
approxemare average rate for the year o1 the profit and loss account 11990, $1.78"2= 81, 198%: 51,6317 =£1}, the rate in
effect o 31 December for the balance sheets {1990: 5§1.9300=51, 1989 51,6125 m £1, and a combination of these for the
statement of source and spplication of funds. This transiation should not be consteued as a representation that the pound
sterling amounts actaally represent, of could be converted tnio, US dotlars at the rates indicated.

The occompamang notes form an inteyral part of this staterent

PP Group ple = AT
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Nates o the Accounts

" Segrasat Information

The Group provrdes mornenag serviies both ol 2 03GERE 300 3 multAMICnai hass Contrbutions W GIoup

revenua v gengrapheeal area vere as Biluss

1990 1969
cooo £600
Cuneed Kingdom 271,218 06,014
North Amenez 600,042 R22.893
Rest of the Workd 392,840 276,540
1,264,100 LU0%.~33
2  Opaorating Profit
Apeesung profit s stated after charging {ereding)
Cost of sales 148,594 152,421
sdimnistraten and other operating expenses 944,082 ~41,728
Qther operaung meome (1,548) {1175}
These amounts include,
Depreciation of and amounes wraten off
- pwaed tangible fixed assets 24,528 18,756
- assets held under finance leases and hire pucchase conicads 836 1,073
Operaung lease reetals
- plant and machinery 14,438 8,428
« property 72,085 5~.822
Hire of plant and mackinery 1,380 1.350
AUy Temuneration T4 2.3
Exceptional fems
~ inducements ta enter aroperty leases (6,076) -
- aceeual for costs of debu refinancing {note 16) 8,000 .
-~ acereals for reorganisation and rauonalisation o be implemented in 1691 8,000 -
- releasw ot liabilsiles provided for (n prior years but proved not to be required {7,950} -
1 {nterest Pxynblo and Simiiar Cha~qen
On bank loans and overdraits, and other loans:
- repavable within five years, by instalmients 464 359
~ repavable within five years, not by tnstziments 14,358 11,494
14,819 11,353
On al! other loans 42,387 31,662
57,208 43,515

]
- &%« WPPGeup



Notes to the Accounts

Emnalumants of Dlyactors and Employses

1990 1989
£000 E000
Emoluments oF direciors and emplovees during the sear amouared (0.
rages and satanes 531,208 39349
Soc)al seour iy Coats 49,583 36,534
Oikar ponsIOn COSiS 22,750 16,802
663,521 446,833
7ne averaye weekis avmber of persons employed by che Group during the year »as as follows:
1990 1989
Numbaer Number
Lnated Kingdom %,158 3,602
Overseas 15,432 13,966
22,350 17,568
Ditectors’ emuluments:
Diteciors of the Company received the following remuneranon:
1990 1989
£Leoo 5000
Emoluments including profit related bopuses and pension contributions 1,179 1,165

T . dicectors’ emoluments shown above (excluding peasions and pension contributions) Include 5507,000

(198%: £629.800) in respect of the highest paid direcior who waived £63,000 of contcactual emoluments without zffecting

his contractual position- Nao emoluments were received by the chafrman in respect of his services in the Unite

Other directors based In the United Kingdoim received emoluments (excluding pensions

the following ranges:

Sl o £5.000
£40.,001 10 £45,000
£75,001 1o £80,000
£7255,001 1o £260,000
£300,001 10 £305,000

The 1990 emoluments of the director in the tughest band above includes a bonus of £106,666 paid in Marc

to performance 1o periods prior to wnat date,

1990
Humber

OIS

d Kingdon.

and peasion contributions) in

1589
Number

— e

i

h 1990 relaung

t

WP Group pic = 49 =
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Notes to the Accounts

4 Tax on Profit on Ordinary Activities

1989
£000

=228

6,025
11,279

1950
£eoo

The tax charge 1$ based on the profit for the year and comprises.
COrporation tag at 35% { 1959 39%) 14,022
Deferred taxanon 748
Qverseas taxauon 24,606
18,376

34,532

The Sroup’s effective ra of tax is greatee than the Uruted Kingdom corpocate tax rate ol 35% due o the significant level

of overseas income subject 1o higher rates of taxauon,

4 Dividends Pald and Propusod
Preference

8.25p {nut) Convertible Cumulative Redeemable Preference shares of 10p each 17,844

8,413

The charge for preference dividends includes amounts set aside {or future payments which cannot currently be made

due 10 the insufflciency of distribatable reservesin the Company {note 1T).

Qrdinary
Interun - ail (1999: 11.3p per share) -
Final - il (1989 12.9p par share) -

4,588
5.325

--u--..n...----..-:“u---n-.nu--uun-nun.u-.--.-.n-“:uuu-n..nuu-u--“"u-c-----n-n.annr FakeadE GANNseenEeRFLREL SIVIFFIMLBRGUINES

9,913

T Earnings por Share

The basic carnings per sharz have been caleulated using the profit suetbutable o ordinary shareholders of £32,920,000

£1989: £29,788,000) and the average number of Ordinary shares {n 1ssue duriag the vear ¢ 42,134,778 (198%:
40,809,466 shares). .

The fully diluted earnings per share has been caleulated assuming the full issue of Ordinary shares for all exercisable

Converible Preference shares, Warrants and QOptions 1n issue at 31 December 1990,

In 1990 and earlier vears, the Group acquired companies on (erms which may give rise to further constderation pavable
10 the form of shares depending on their profit performance tnote 21 ). it is not possible 10 estimate accurately the

number of shares shich may be isued and consequently no potential difution has been taken 1nto account in
caleulaung the Group's fully Miuted sarnings per shace,

8 Contributions to Consolideted Profit

As provided by the Compintes Act 1985 s 228, the profit and loss account for the Company alone has not been presented.
included within the consulidated predit for the financial vear is a loss of £15,516,000 {1989: profit £41,423,000) in
respect of the Company' The ranselidated prohe before tax inchudes £2,238,000 £1989: £20,370,000) contributed by

companies acquired during the vear,

il
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Notes to the Accounts

intangible Fixed Assels

1930 1989
£000 E000
Corperate brand names 3s0.000 350,000

Corporate brand names represent the ditectors® valuation of the brand names § walter Thompson and Hill and Knowlton
which were valued in 1988, and Oplvy & Macher scquired (n 1989 as pare of The Ogtlvv Group, inc. These assets have
peen vzlued 1n accordance with the Group’s accountmg nolicv for intangible fixed assets and in the course of thus
valuation the directors consulted their advisers, Samuel Montagu & Co Limited.

Tangible Flxed Assets
aj Group
The movement 1n the vear was 1s follows:

Fixturas
Lend ané BuilCinge Fillings &
frashetd Lessenuid Lauipment Toln!
£oco £000 £oQo £000

Cost or valuation:
Beginning of year 20,147 79,533 95,909 55,609
New subsidiary undertakings - 403 2,217 2,620
Addiuons 1,024 8,330 24,472 31,434
Disposals {4,349) {2,45%) (11,981) {13,88%)
Exchange ag,ustments {822} {10,173} {9,605) {20,6001
Revaluation {1,080} - - [t,689)
End of year 17,212 76,270 98,012 181,494
Depreciition:
Beginaing of year E 278 11,445 27,302 39,016
New subsidiary undertakings - i8s 1,033 1,298
Charge 498 8,167 18,499 25,464
Disposals (15} {1,542) 16,498) {8,085)
Exchange adjustments i51) (155} 2,198) {2,402}
End of vear 711 16,400 as,160 85,271
Net book value:
31 December 1990 16,501 59,370 59,052 36,223
31 December 1989 19,868 68,508 58,607 148,583

.=

teagsehold land and buildings comprises £3,235,000 (1989: £3,485,000) he.d on long jeasehold and £56,635,000
£ 1989, £64,623,000) heid on shart leaseheld. Leased assets (ather than leasehold property) Included above have 1 net
book value of £843,000 (1989 £1,812,000}.

Basis of vajuanon: Fixtures, fitings and equipment are shown at ¢nst. Land and buildings include cestain properties
peofessionally revalued Juring 1989, by Messrs James Andrew Badger tSurveyors & Valuers), on an open market, ex1sung
use basis Other properties are snetuded az historie ost o the Group. The amount included in respect of revalued
properiies 15 £13,226,000 ¢ 1983 £16,940.0005, the Iiiuric net book value of such land and butldings s £7,056,000

11989 533240009

wPP Group ph = 1 =
*



Nofes o the Accounts

. Tangibie Fixed Assets « rnnned
" Oounedns

Tha meorement 19 the P eAr ™Y 3% § Hiuhh

Shert Platutes
Laakanaild Flitkngs &
Propuriy Aquipmsnl Teotnl
€000 £o0o £O00
oot e valuaton
Beginamyg of vear 289 934 1,223
Addinons 140 182 322
Dispusals {222 {408) (630)
End of veur 207 708 915
Depienaton
Seqinnung of vear 102 385 467
Charge 73 289 as2
Disposals [t43) i225) {373}
End of year 27 429 ASS
Net book value:
51 Derember 1920 100 279 459
31 December 1989 187 589 736
11  Fixad Azaot invo=imenta
The following are in~juded in ik net book value of fixed asset invesiments:
Qroup Compnany
Asnnglatad Gthar Subaldisey
Vadertakiags Inveriments Tetsl Undat takings
oo 0o Loao £000
Beginning of year 17,800 1,900 19,774 353,140
Additions - - - 107,053
Share of penfits of assaciated undertakings 2,834 - 2,634 -
Teansferced to currens asset invesuyments (note 1CY] {6, 485) - {6,485) -
Reclacsification of invesimunts 643 (643} - -
Exchange adjustments {23,1G4) {216) {3,380) -
End of year 14,438 1,107 12,542 460,195

Included within Company additons are amounts arising due to the capitalisation of inter-company loans.

Informancen on the Company's principal operaung subxsidiary undertakings and divisions is shown 11 note 22,

- 52« WPPironp ph
L]
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Notes to the Accounts

Stecks and Work [ Progress
The foilonng are incieded 1o the net Sock vaiue of stachs and work i progress

Qroup
1950 1989
{2 by L0000
Raw mavzrials and consumables 873 561
Work in progress 54,922 88,634
Fintshed goeds and goeds for resale 2,359 1.509

AmomsemaLa 1Be tmiuc e emweEseiusmAE G R RTEE R AR A IAAANANRAE REMEATTALITAGENRARABTENATH FER AVAREEAX SGadCIe. DL AIRIARCAOLLELT RENRLASOLTeRaLE emans

61,953 91,004
Debtors
The foilowing are wecluded 1 the net book value i3 debrors,
Amounts falling due sithin one year
Adroup Campeny

1990 1989 1880 1989

£o00 £000 £ooo £000
Tratte debrors 491,187 532,652 - -
ACT recuverable 70328 T503 4,738 ~.560
Corporate ncome taxes cecoverable 5,160 13,156 102 3870
AT und sales taxes recovecable 10,080 4,700 132 180
Other debtors 25,039 28,1635 458 580
Prepavments and accrued income 42,424 42998 320 92
Amounts owed by subsidlary uodertakiags - - 18,752 ~.893

.---”unun-n..--u---.u"-.-.-.;.-n.nu-.-mu-u-...uunuc.uu--.--.“-..u—-»u»-u-.uuuu-.”q-no-u--uuu-nnn W pEsusRermEeEIRAY S

881,310 629,574 64,521 89,97

e Su- BN RS R RN BAAEI AR ILUBS IR AT YRAIE RESINOTAARLEE  eAdTIRINERIL ANedaban T Ty L L T T R R R L L R L L bbb

Amounts falling due after more than one vear.

Ocher debtors 5,014 11,955 - -
Prepayments and 2eerued income 5,302 ".249 - -
amounts owed by subsidiacy underiakings - - - 202,053
RACESVUC NN PRBAMLE LY l‘ll%Oll»'alubln'llllLuIEU“HLIIO.IIQI.ill!'ll«.l|ﬁtll-l‘l'lI‘ll"-l‘lllll'll‘bllilllHI.l‘H.I(IH sHERER MR A IAO NRESNEA | SRTRFARRAR RN
14,316 19,2M - 202,083
Towl debtors 608,234 048,77 04,821 252,058
[nvestmonts
The 1oilowing are inciuded in the net book value of Investments.
Qroup

1990 1089

£000 L)
Treasure bomds lsted oversens, at cost - 3807
Unhsted mvesiments, at ¢ost 2,104 24
investment hsted in the DR 8,185

B,679 LA

The investment listed 1n the LK represented the Group s 22 9 per cent holding 1n abbott Mead Vickers ple and ts shown
at ¢ost plus share «f prohits sinee acquisition The investment was suld in Febeuaey 1991 for £7.708.000

| 75 Ao
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Notes to the Aceounts

Craditarat Arnounts {ailing dus within one yoxr
The folioang amaunts are tnciuded i creditors falling due within one vear

Qroup Company

1900 1959 1990 1939

£o0o £000 cooo £009

Bank loans and overdrafis 1note 161 63,497 117,439 12,998 30,4U8
Lnsecuted loan notes 4,413 - 2,413 -
Trade creduors %80,298 605,176 - -
Taxathon arsd sogia secary 00,242 9351 13,626 =500
Due 0 vendors Jf acquired companies L8, T4 114091 - -
Duwidends pavaole and proposed - 12,839 - 12,839
Deferrad 'neonae 40,027 59,224 - -
Ower creditors and azeruals 217,297 344 138 11,612 11.396
905,538 1,149.858 42,647 62,143

Croditors: Amoaunta faliing dug after moro than ene year
1he foliowing «ie included cesduiors failing due after more than ong vear:

Qroup Comaany

1090 1989 199GC 1989

£000 2000 £000 £000

Bank loans 451,416 16,450 10,000 81,100
Unsecured loan notes 7,920 15,066 1,170 =175
Corporste income taxes payable 24,164 5933 8,139 -
Due 1o vendors of acquired companies 1,611 1.219 - -
Other credutors and accruals 49,026 §6,930 1,171 -
- 534,047 535,618 18,500 86,275

In April 1991, the Group entered 1o a pew credit agreement with 2 syndicace of international banks, The terms of this
agreement have been incorporated into these acouats whata appropnate.

Under the agreement, tasm hey rowings of US 3604 5 million assumed on the acquisitions of PWT Group, Ine. and

‘The Quibwr Group, Ing. are rapayable io semi-annual instalments over the four years commencing juae 1993 Interestas
pavable at a varable rate finked 1¢ USS LIBOR and for 2 signiflcant proporsion of the borrowings is capped for the next
three years,

The credit agreement which wncorporates certain naw covenants has also cons~tidated certain of the Group's exisung
uncommitied working capital and nther medium term loans inte 2 new cornmiteed medium term facihity The majority of
this Baclity 15 o be repatd or refinaaced by June 1993

Borrowings under the credit ageeement are gecured by pledges of the 1ssued share capital of the majoriy of the
Group's sunsidiary anderakings.

1he unsecured {oan nowes ure tepavable guning the years 1991 10 199~ Certain of the notes carcy warrants 1o subserihe
for Ocdinary shares of the Company {nwie 181
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Notes to the Accounts

Analesss of bank leans and nnsecured 'oan astes by vears of repavment:

Group Campuny
1950 1989 1980 1989
£000 2000 €000 £000
Within 1.2 sears 2,131 45921 - 5,076
Withun 2.5 tears 310,586 218,504 11,370 62,670
Qver § vears 146,329 17111 - 20,529
450,046 441,336 11,170 88,27
pravislons for Liabilitlos and Chargos:
provisions for habulites and charges comprise Group Compsany
{290 1989 1990 1989
£oao £000 £00a 000
Deferced taxation 34,664 41,721 - 9076
Propernty 38,737 §4,091 - -
penslon and other 40,702 54,758 - -
Preference dividends 2,988 - 2,958 -
119,001 151,170 2,958 2,07

Defetred tax has been provided o the catent thatthe

drectors have concluded, on the basis of reasonable assumptions

and the imtentions of management, that 1t s probable that tabitines will erystallise. There is no matenal unprovided
deferred tax at 31 December 1590 and no provision has been made for rax that would ani

overseas earnings. M 31 December 1991, the provision for deferred t

£11,104,000 and non-cucrent provisions of £23,5560,000.

s2 on the remlitance of
axation comprises cucrent tming differences of

Property provisions coniprise smounts sel aside in respect of property jeases assurmed on acquisition of subsidiary
undertakings which entail commiments in excess of foreseeable requircments,

Peps,un and other provistons includes 429,586,000 in respect of pension obligations.

Pravision has been made for dividends on the

(note ) which fall due in respect of 1990 but which have not yet been paid,

The movement in the year on Group and Company provisions comprises:

Dalorred

Tauattan

£ooo

Beginning of yeur 41,721
charged {credited) to

profit and 1255 account T42

Released unused -

Culised -
Transfeired to current

axanon {3,940}

Exchange adinstments {3,888%)

End of vear 34,604

Praparly

[elel)

54,891

-

(Gy411)

15,522)

38,787

Qraup

Panslen
A Qiher

£000

84,758

4,073
(777}

{9,3885)

{7,987}

Prefotanse
Dividends

Rooq

2,358

[NEETET Lusamea -

40,702

2,358

Delnrred
Tazatlen

£000
9,078
(6,086)

(2,900}

8.25p i ner) Convertible Cumulauve Redeemable Preference shares

Company

Pratershas
Dividends

£ooo

2,958

a
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Notes to the Accounts

-

1+ Callad up Sharo Capitai

1990 P
L &
st

VEAGOD €40 1986 106,840.600 Ordinar shares of 109p each 10,600,000 10,006 000

LGP0 1989 2140000600 9 25p rety Ceaveruble Cumulatve Redeemanle
Praterence shares of 10p each 21,400,600 21,300,000
20011989 260 T o Redeemable Convertible shares of k1 each 200 200
1960011959 30,0001 “A" Qrduaare Converubie shares of 10p each 1,000 1.000

607311999 10,0751 “B" Ordmary Converuble shares ¢f 10p cach 1,007 1607

ave W RlEaEAGEE NEETHGERasch.COARE TUagRs SIILMANE EEImeRLTE becrmun MG MAR N TAREG 25 maAnEES . AEEEI BERAARR AP HEANRE AT RIRAAEFY 2 Su IO

32,002,207 32,002,207

Moued, called-up 3ud fullv.pud

43,263,414 { 1989 41,098,703 ) Ordinary shares of 10p each 4,326,581 4,109,8™0
213,426,148 1 1989 214.432,43%) 8.25p tnee) Convertible Cumulative Redeemable

Preferencs shares of 10p each 21,382,815 21,393,244
20 11689 200} Deferred Redeemalzle Convertible shares of £t each 200 200
5,600 ¢ 1999 10,0001 *A” Ordinary Cunvertible shares of 10p each 500 1,000
19,500 § 1989: 11,0751 B* Ocdinary Converuble shares of 10p each 1,000 1.0G7

ferd muEnE mwaeEEE R AEEERRANECE EANAZREAA REK FIATACRONTSN AR RAPANRANARIReGE baRET  2HS GORRULUBRSASRRUBLRERRIARIOTLESNE ChhnAEERuE aas.EleuEsszEvIIu

25,710,896 25,505,321

During tre vear the Company allowed the following shares:

- 1,845,528 Ordinacy shaces wah 1 nomina) value of £188,552 and at 2 premium of £10,241,505 1 woasieranon for the
acquisston of subsidlary underwakings.

- 281,583 Ordinary shaces with a pomnal value of £28,159 and ata premcum of £1,553,512 in respect of the conversion
f Convertible Preference shares ind Convertible Unsecured Loan Notes and of the exercise of share options held by
smplovees of the Group und of Subscription Warrants.

The Convertble Cumulasive Preference shares are ordinarily convertible at the optien of the holder on 30 June and

31 December in each of the vears up 10 and including 2009 on the basis of £14,70 in nominal ameunt of Ordinary shares
for every £106.00 in neaninal amount of Convertible Preference shares held. After conversion of T5% of the Converuble
Prefecence shares, the Company has the right 1o require the converston af the outstanding balance.

The Deferred and "A™ and “8* Converuble shares were issued to the vendors af certain companies acquired during 1986
2nd 1987 and are convertible lnto Ordinary shares of the Company tn the period up to 31 Muy 1992. The number of
Ordinary shares into which the Deferred or Convertible Shares may be converted Is dependent upon the level of future
profitabilicy of the company acquiced.

4,044,891 Subscription Warrants are i issue each of which carry the right to subscribe for one Ordinary share of the
Company o0 30 June :n 2uch of the vears 1991 o 1995 inclustve at 2 subscription price of 1000p. Additlonally, ¢ertain of
the Group's unsecured [pan AOLES CITCV WATTNLS 10 subsenibe for 875,000 Ordinary shares of the Company at a price
of 890p per share.

Optioas have been granted under the WPP Group pic Executive Share Option Scheme over a rotal of 2,891,115 {198%
3,127.4281 10p Ordinary shares, exergisable between 1991 and 2001 at prices per share ranging from 358p to 755p-

L
= % = WPPeirup pli



Notes to the Accounts

Ritserves
A3 iEroup
Movements during rhe vear were 48 follons

Share Gasdwill
= ~mium Rusurye
£000 £000
Balance at beginning ot vear 92,721 (797,811)
Premium On shares issued dusng the yearinote 183 1,554 10,242
Goodenll arisiag ou consolidaton weuen oft yaote 20) (41,048)
Revaluansn of tangible assets
imareency translation movement
Retuned protit foc the year
Balance 4t end of vear 164,275 (829,417}

Other Frafil & Loss

Rensrves Accsunt

Co00 €000

196,247 40,927
(1,688)
97,396

32,520

291,958 73,847

Othar reserves atL 31 Decamber 1990 comprise: Capual Reserve £1,847,000; Currency Translaton Reserve £108,398,000;

and Revaluanon Reserve £181,210,000.

b Company
sovements Juring the year were 3% follows.

Shate

Fremlum

£000

Balance at begtaning ol year 182,721

Prermium on shares 1ssued during the veat (note 18) 1,554

Loss for the financial year

Dividends paid and provided (notes v and 1)

Balzace at end of year 194,278

Marger rrafil & Losn
Ragnrys Anssunt
Lo00 co0n
254,822 24,052
10,242
{15,616)
{17,648)
265,064 (9,212)

In the 1987 accounts, snd under court sanction, the balakice on the share premium account at that time amounting to
£211.090,000 was cancelled and transferred to a non-distributable special reserve, For convenicnce this ceserve has

been disclosed above with the merge? reserve.

Acquisitiona

In 1990 the Group made several aquIsItions to strengthen Iis geographic and functional coverage In specific areas.

No matertal fair value adjustments were necessary in respect of these acquisitions,

These scquisitions, togecher with amounts paid n respect of earllee acquisitions, gave rise to goodwill of £41,848,000

{note 19).

WD Traun ple - £ =

¥



Notes to the Accounts

2l Guarantees and other Financial Commitmaents
1 Capnal Cumem: meents
At the end of the vaar, cspual commuments vere

Geoup
1990 08e
£000 20080
Contracted for but nat nrovided for R1-H] 2.040
Authorsed bur not contracted for 417 212"
809 4,187

b Contingent Liabiliues - Acquisions

Acquigizons made n 1990 wyether with earlier acquisitions (excluding J%T Sroup, Inc. and The Ogilvy Group, Inc.)
mav give s1se (o further consideration resuliing tn goadwitl, 1n addinen o the mitial pavments referred to above. Anv
further payments will be payable in ¢ash and Ordinary shares of the Company dependent upon the level of profitabilay
of thase gequired entities over vartous periods up to 31 December 1995, 1t 1s not pracuczble o estimate with any
ceasonable degree of certainty the wral additonal consideraton w be paid, However, the directors estimate that the
maximum addittonal pavments schich may be pavable in respect of all subsidlary underiakings, including atnounts
acerued inthe balunce sheet at 31 December 1990, would be:

Payable in
$hares Canh Takel
ROGO £000 £000
Within one yeae from 31 December 1990 12,951 26,307 39,280
Withen two to five vears 18,979 38,278 71,258
48,929 61,385 110,514

The above analysis assumes chat the vendors choose cash rather rhan shares where the option exists. The analysis also
assumes that the Company isvues shores where the option exiss, although in manv cases it has the right 1o settle with
cash if it so wishes, Consideration recewved as shares must generally be retained by the vendors for a2 minimum persod of
thrge years.

Taking inr aceount only profits from those companies enttled to receive future pavments, there would be no reduction
1 the net assers of the Group over this pertod, The cashflow projections for these compames for the same period
mdicate 2 net cash generation after faxation considerably in vxcess of these maximum contingent cash payments. it is
not possible 1o estumate acsucately the effect of future constderaunns payable [n respect of these acquisitions on the
Group’s fully diluted earnings per share {nate 7).

¢} Credit Agreement Fees

Under the terms of the Group's ceedit agreement {note 164, the following fees mmay become pavable to the lenders:

{13 2 success few pavable after June 1993 and calcuinted bv reference (0 a notional pool of four mitlion Ordinary share
options of the Company, The smount of the {ee 1§ determined by the ¢xcess of the market value of the Ordinary shares at
the date of notonal exercise over the strike price which s a minimum of £2,50 and a maximum of £4.50. The sirtke
price s subject to an upward adjustment for each 51 million by which the Group's credit facilities have been reduced by
June 1993, potentzllv reducing the fee payable, The maximum fee payable 15 £10 million.

¢it) a fee puayvable (n June 1993 and calculated by relerence 1o the amount of contingent acquistuon payments sewled, at
the Company's option, bv cash rather than shares to the extent that further cash i3 not ratsed by the Company to furd
such cush pavments, The maximem fee pavable 1s £4 mithion

No provision has beep made for these Jees wn the aciounss

]
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Notes to the Accounts

di Lease Commulments

The Group has entered ime non-cancellable leases in respect of plant and machinery The wotal annuas rental incleding
interest] for 19640 was £14,458,006 € 1989: £8,428,000), The lease agreements provide that the Group will pavall
insurance, mantenance and repairs

In addution, the Group leases certain land and bulldings on short teem and long term leases. The annual rental on these
leases for 1990 was £72.085,000 {1989, £57,822,000), The rents pavable under these leases are subyecrto renegotation at
various wtervals specified in the leases The Group pavs all insurance, mamtenance and repairs of these properties,

The minsmum annus! rentals pavable in 1991 under the foregoing leases are as follows.

Group
Mant and rraperty
Maahinery

Looc L300

in respect of operayag leases swhich expire:
- within 1 year 3,477 5,139
—within 2-§ vears 9,004 24,073
~ afrer 5 years 509 37,208
13,180 04,410

=} Pension Arrangements

The companles within the Group operate 2 large number of penston schemes, the (orms and benefits of which vary with
conditions and practices in the countrles concerned, The schemes are administered by trustees and, in most cases, are
independent of the Group. The Group pesision costs are analysed as follows:

Qroup
§990 1989
[de]i 1] £000
Defined contsibution schemes 17,788 13.831
Defined benefit schemes - 4,862 1,971
22,750 16,802

wWhere defined benafic schemes exist the pension cost 15 assessed in accordance with the advice of qualified zctuaries
using, In general, the proiccted unit credit inethod, The latest actuarial ussessmenss of the schemes were undertaken
within the lase two vears Tie major assuraptions used by the actunries were that in genecal the return on plan assets
weenlid be 9% and that both saiary inceesses and pension increases would be 5%, The market vatue of the plan assets
oratled S88n1, and the actuanal value of the assets was sufficlent 10 cover approximately 113% of the benelits which
fiad acerued 1o membecs afier alfowing for expected future increases 1n salaries
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Notes o the Accounts

#rinclpal Operuting Subsidiary Undertakings and Divislons

The Compar 5 princ.pat supsidsar

of the sukwudiary undertakings

unuertakings and diaswons at 31 December 1999 ace shown belcw together with
2 ante of tnerr acuwity and wour oy of operaton ur registration Companics or divasions marked w;
dusing the vear. The Lompany Jirertdy or indirecth held 100% i excepr where ndicat

th 20 * were acquired
ed) of each cizss of the 1ssaea shares

Compary Activity Cauntry
Strateglc Marketing Services
The Henley Centre Strategic Markening Consultancy England
Media Advertising
Cole & Weber Media Advernsiag CSsa
Conquest Europe Media Adverusing Europe
} Walter Thompson Company Med adverusing Usa
LansdownEuse Media Adverusing England
Ogilvy & Mather Worldwide Media Adverusing USA
Seall MeCabe Sloves (80%) Media Adveruing U5A
Public Relations
Adarns & Rinehact fublic Relauuns USA
Cacl Bvoir Associates fubkic Relatiens UsA
Hill and Knowiton Public Relauons USA
Ogilvy & Mather Public Relavons Public Relations UsA
Timmeons and Co. Lobheing and Government Relations USA
Market Research
Millward Brown Internationai Markat Research England
MR8 Group Macket Research USA
Research International Markeo Research England
Non-Medlz Advertising
Coley Porter Bell Brand and Corpurate Identity Design England
Business Design Group Graphics & Design England
Greaves Hall Geaphics & Design England
McColl Group Graphics & Design England
Ozkley Young Graphics & Design England
sampsonTyrrell Graphles A& Design Eng'and
SBG Partners Graphies & Design Usa
The Waiker Group/CNI Graphles & Design US:.
VAP Group Graphics & Design England
P&L latergational Vacationers In¢entlive & Motivation England
The Grass Roots Group (50%} Incentive & Motivation Englind
Einson Freeman $ales Promotion Usa
Mando Marketng Sales Promotion England
Scott Stent Associates Sales Promotion Scotland
Promotional Campaigns $ales Promotion Consultancy England
The Marketing Consultancy Sales Promotion snd

Marketing Consultancy England
MetroVideo Audio Visual Products/Services England

= 1} = WPP Group ple
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wotes to the Aceounts

Company

Specialist Commupications

A Brcoff & Lo

anspagh Grossman Portugal
Broutllard Communicanons
Entertaniment Srou,

EWA

HLS CORP

I Walter Thompson Durect

j Walter Thompson Healtheare
sendoza, Dills 1 & Asociados
Qgilvy & ather Direct

Pace Communliaions Group
Rewse Communicanons Compamies
Semiger Adverusing

Thomas & Fergusan Assocites®
Thomgpson Recruttment Advernsing

Manufacturing
alton Wice Products
Norch Keae Plastic Cages

Swaffordshire Helloware
Refrigeration {Bournemauth}

Hon-cotarmincua ysur-ends

‘The following subsidiary undertakings have yeae-

Millward Brown International Ple
Dawestvle Lamited
Prephaven Limited

sillward Brown Internacional was acquired on terms whereby {urther consid
of Milisvard Browst over the five years ending 31 March 1994 accordinglythe fi
The 1990 Group finaacial statements include accounts In res

31 December 1990.

sNenher Dawestyle not Prophaven trade.

Activity

Direct Marketing

Corporate fdenuty

Busmess o Business Adverusing
Entertunment Industry Adverusing
Darabase Marketing

$peciahist Healthgare Advertising
Direct Marketing

Healthcare Advertising

Hispanic Advertising

Direct Marketing

Real Estate Marketing

Public Affairs

Motion Pleture Advertising
Specizlist Hexltheare adventising
Recruitment Advertising

Manufaciure of Wice Products

Manufacture of Wire and Sheet Metal
Products

Manufacture of Aluminium Produces

5ale and Installation of Shopfiting
Equipment

ands other than 31 December:

31 March
31 March
36 November

Country

UsA
USA
UsA
usa
England
UsA
Lsa
LsA
USA
LSA
Usa
USA
Usa
Usa
USA

England

England
England

England

eration Is payable based on the audired profits
nancial year-end has not been changed.
pect of Millward Brown prepared for the year ended

L)
WPP Group ph, = bl =
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Nonce of Annual General Meeting

ot herery gres et o SheRtetl 3624 3 Geres i Meenag ot the tnemrers of WPP Grovp piv - ad he heid Gt
-

The waven Heted, The srezpd, Londan WiZ2 cw 2q fune 1691 a1 32 4 oowoa shen the rollowteg Ordipars busieess vl be
[ PR A AT

To recawve and, of approvedd, adigt the directars feport 2ndd audiked statement of acsants 1ot the sear vnded
21 Devember 19950

To reselect as dicectors
aMe) RN monds
b Me S HMEing

To) ce-appoint Messes Arthur Andersee & Co a8 3uditors of the Companv and to authorise the direetors o fix thesr
remeneraton

That the directurs be and sre hereby empowered pursvanz 0 Secton 95 of the Companies Act 1985 ithe ' Ac™) 10 llot
gquy securttes vwiehin the meaning of Secton 84 of the Act) pursuant 10 the authonw conterred up i them by parsgraph
1C113) of a Specsal Resolution of the Company passedt on 15 june 1989 a5 il sub-secuon ¢ 1o Secizon 59 of the Acrdid not
applv to anv such atlotment provided thas this power shall be himited © the stlotment of quity SeCurities PUrsLINL O the
terms of anv emplovews” share option scheme approved by the members of the Compum 1n general meeting and ptherwise
up 1o an aggregaze nominal value of £216,000 and thac this powes shall #xpire avthe Annual General Meeung of the Company
to be held in 1992 or on the expirv of the 15 month perind following the passing of this Resolution twhichever1s the earlier)
but so that this power shall allow the Cuompany, before the expiry of this power 10 make offers, agresments or such other
arrangements which would or might require equuey securiies to be allotred after such expiev and so thatthe directors mav,
noweichstanding such explry, allot equite securinies in pursuance of such offers, agreements or othier 3rrangements as i the
power conferred herebv had aot expired,

To transact anv other business proper ta an annual General Meettng

By QOrder of the Board Industrial Estate
C F Schulten Hvthe, Kent CT21 6PE
Secretary 24 Mav 1991
Hotas )

A member entitled to attend and vore at the Meeting may appoini one or moes. proxtes to attend and, on a poll, vote instead
of him. A proxy need not also be a member.

To be vatid the form of proxy and the power of attorney or other authority if 2o, under which 1t is signed or notartaih
certiffed or office copy of such power or author(ty, should reach she offices of the Registrars of the Company at least fortv
eight hours before the tme appointed for holding the meenng or any adjournment thereol.

The following documents wifl be available at the ceglstered offices of the Company on sny weckdav except Saturdav
during normal business hours and at the place of the meeting for a period of Mfreen ninutes before and during the meeting.

113 A starement of the transacuons of each diractor and lus familv anterests in the shares of the Company.

f1i1 A copy of the Cumpany’s canteacts of service pertaimng ta Mr R E Lerwall, Me David Ogslvy, Me G € Sampson and
e M S Sorrell There are no nther weitten dicectors® service contraces of more than oae vear’s duration.

=0l = WPP irup fac



Financial Calendar

Interim Stateraents fur hati-vears ending 39 June are 1ssued in August,
Prefiminary Announcements i results tor financial vears ending »1 December are 1issued 10 March,
Annual Reports are posted to shareholders in May.

Annual General Meetings are held in Londunn June,

PP Growp e ~ o -
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WPP Group Contacts

{inited Kingdom
WPP Group pie
2" Farm Stnset
Longsn

WX GRD

Tel, 371 458 2204
Fax 071 493 G819

Contacts

Jeremy Bullmore

Direcror

Feona McEwan

Corporate Communications Director

Continental Europe
WPP Europu

36 Rue Brune:
“SG17 Parrs

Tel 331 4572 3563
Fax: 331 4572 G482

Coatact
Michel Richardot
Lirector, WPP Eurcpe

WPF Turope

4 Flitcrolt Street
London WC2H 8DJ
Tel. 071 379 4355
Fax: 071 379 5164

Contxct

Jan Hall -
European Business

Development Director

= Gy = WP Gronp pl;
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United Statas

WEP LUSA

06 Lexington Avenue
New York

NY 0T

Tel: 212 210 6900

Fax 212 2196985

Contacts

Russeli Boyle

Corporate Developmen: Direcior
Grace D'Alessio

Execunive Assisiarnt

Asla Pacifla

WEP As1a Pacific

Suize 1008A Shut On Centre
6+8 Harbour Road

wanchat

Hong Kong

Tel- 852 864 4798

Fax: 852 537 1896

Contact
Simon Lewss
Bitxiness Coordination Manager
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