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‘The purpose of all WPP Group companies
is to add value and worth to clients’ businesses through

the management of the imagination’



Contents

Strategic Service Vision

Financial Strategy

Chief Executive's Review of Operations
Worldwide Trends in the
Marketing Services Industry

WPP Group Companies

WPP Group Contacts

10
16

264

64

34
36

38
41
3

B

46

Results in Brief
Financial Highlights

Board Statement

1990 Report and Accounts

Board of Directors and Advisers
Auditors’ Report

Directors’ Report

Accounting Policies

Consolidated Profit and Loss Account
Consolidated Balance Sheet
Company Balance Sheet
Consolidated Statement of Source
and Application of Funds

Notes to the Accounts

Notice of Annual General Meeting

Financial Calendar



Strategic Service Vision

To be the major multi-national marketing services company.

To 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 marketing services of the highest quality to meet clients

strategic and tactical 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 operating strategy, and through a lean organisation
and limited hierarchy, to provide stimulating career opportunities in all these
areas for young, energetic and talented professionals who are primarily ¢ neerned

with the qualitative aspects of their work.

At the same time, to seek to provide incentive and financial reward and
minimise the separation between ownership and control, between manager and

3 as Many as

entrepreneur, and between ‘hunter’ and ‘farmer: by encouraging

possible to own a significant share of the company, either directly or indirectly
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Financial Strategy

To increase earnings per share through organic growth, including improvement in

market share and profit margins.
To supplement this growth by acquiring small-scale companies that fit our
strategic service vision and complement our existing functional and geographic

structure, and that can be acquired on financial terms that enhance earnings per share.

To maximise the cash flow of the Company and to limit capital expenditure to

that level required to maintain its long-term competitive position.

To reduce indebtedness to a level where preference and ordinary dividend

payments can be resumed in the future.

Progress so far
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1986, the first full year 1987 brought 1988 was spent 1989 saw further 1990 saw continued
following our change substantial organic consolidating our significant organic organic growth and in-fill
in strategic direction growth which operations worldwide growth In addition acquisitions. especially
from manufacturing to together with major and addressing major acquisitions in the first half

services. saw the developments by functional or have now largely put However. the unexpectedly
company build a acquisition con- geographic weak- in place the overall severe recession. which
dominant position in cluded at the same nesses (opp ) P affected the
the United Kingdom in time. positioned us to through “in-fill structure required to last quarter. resulted in
non-media advertising  achieve our strategic acquisitions or meet the strategic asignificant slow-down
and develop a strong objective more rapidly start-ups service vision n major markets

base in specialist and more effectively

communications in the
United States
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Results in Brief

1990
£000

1989
£000

Turnover 5,460,454 4,406,898

Revenue 1,264,100

Operating Profit

Profit after Taxation

Profit attributable to Ordinary Shareholders
Basic Earnings per 10p Ordinary Share

Fully diluted Earnings per 10p Ordinary Share
Basic Earnings per ADS

Fully diluted Earnings per ADS

Dividend per 10p Ordinary Share

Dividend per ADS

*Operating Margins

Profit before Taxation _

*Pre-Tax Margins

Revenue (£000) 1,264,100

1,005,453
547,129
284,082

Profit before Tax (£000)

Basic Earnings per Share

90
89
88
87
86

WPP ¢ rroup ple

Pro-formea Bea

1,005,453
102,482
75,039
40,507
29,788
73.0p
71.2p
$2.38
$2.32
24.2p
$0.79
10.1%
6.8%

90
89

88 -

87
86

90 -

89
88
87
86

90
89
88
87
86

%

24%
26%
30%
20%
32%
1%

7%
17%
10%
n/a

n/a

Increase

55,958

57,232

52,391

52,941

L.

55,599

3,986
4,271
3,860
2,631
4,124

Revenue p,
Employee ||

profit befq,
per Empig,

pividend pe



Financial Highlights

* Sales by Activity

Strategic Marketing Services 1%

Media Advertising 50%

Public Relations 11%

Market Research 11%

Non-Media Advertising 13%

Specialist Communications 14%

Manufacturing <1%

*Sales by Geography

United
Kingdom 22% . .-

*Operating Profit
by Geography

United
Kingdom 21% _..

" United States
and Canada 47%

Rest of the ™
World 31%

*Profit by Activity

1% Strategic Marketing Services

54% Media Advertising

9% Public Relations

8% Market Research

8% Non-Media Advertising

19% Specialist Communications

<1% Manufacturing

¢ United States
; and Canada 47%

Rest of the ™
World 32%

Shareholders by Country

\'. United States

United . and Canada 30%

Kingdom 64%

" Europe 5%
Other 1%

Shareholders by Type

Pension Funds,
Insurance and

Investment :
Companies 73%

 Employees 15%

" Others 4%

" Individuals 8%

W PP ¢oroup hic 3



Board Statement

Summary of Results

The Board of WPP is pleased to report the Group’s
results for the year ended 31 December 1990, the
eighth successive year of growth.

1n 1990, incorporating The Ogilvy Group for a
full-year, revenues rose 26% to £1.264 billion from
£1.005 billion. Profit before tax (after exceptional
items which had no net impact on profits) was up 20%
10 £90 million from £75 million. Basic earnings per
share rose by 7% from 73.0p to 78.1p. Fully diluted
earnings per share were slightly up over last year at
71.3p per share.

In consideration of the Group's banking
relationships, the Directors are not recommending
4 final dividend, as against 12.9p net last year. As a
result no Ordinary dividend will be paid in respect
of 1990, thus improving liquidity.

On a directly comparable b

operating margins
rose from 10.1% to 10.5% reflecting an improvement in
operating efficiency, though not as significant as had
been desired.

On the same basis, Group pre-tax margins (after net
interest paid of £42.9 million) increased from 6.8% to

1% again reflecting improvement in operating

efficiency and the helpful impact of the weakness of
the US dollar on medium-term loan interest payments,
At the yvear-end the Group had net debt of £297 million

compared with £325 million the previous year, and

= WPL Group ple

negative shareholders funds of £24+4 million as

compared with £342 million last year.

The Group tax rate fell from 46.0% in 1989 10 40.4%

in 1990. This is approximately the tax rate that the

Board believes maintainable in the foresceable future,

in light of a second group-wide tax reorganisation

following the acquisition of The Ogilvy Group:

Short Term Financial Objectives

The Group did not achieve its financial objectives for

1090, The JWT Group (J Walter Thompson Company:

Hill and Knowlton and MRB Group) achieved a pre-
tax operating margin of 10.1%. versus an objective of
1%, and The Ogilvy Group achieved 10.8%. against
an objective of 12%.

The Group still believes that overall margin
obijectives of 12% for the JWT Group and The Ogilvy
Group are appropriate, although they s il probably
take longer to achieve, The basis for this view relies
in part on average margins of 10-15% 2 hiceved by
competitive businesses at comparative operating
group levels

In addition, ] Walter Thompson Compiny’s
concentration on packaged-goods clients. the scope
for margin improvement opportunitics at Hilland
Knowlion, and The Ogilvy Group's geographical
strengihs in Europe and the Far Eastand funcional

strengths in marketing services. such as direct public



relations, sales promotion and market research should

result in better than average margins.

Since the acquisition of The Ogilvy Group in 1989,

the Group has been seeking ways of reducing its 80%

stake in Scali, McCabe, Slove

Inc., in line with the

prior cc

by Ogilvy

To improve liquidity, the Company disposed of its

22.9% stake in Abbott Mead Vickers plc in February

7.7 million ($15.2 million), and is actively discussing
the sale of its Scali, McCabe, Sloves, Inc. shareholding

with interested parties. No other disposals are planned.

New Financing Arrangements

Following the start of the recession which particularly
affected the United States and United Kingdom in the
fourth quarter of 1990 and the Company’s subsequent
profits warning in November, the Company and its
advisers, Samuel Montagu & Co. Limited, held
discussions with its banking syndicate and other banks
concerning the possibility of future covenant breaches
ofits then existing medium-term loans during 1991,

given the increas

ng impact of the recession and

ion of Kuwait

uncertainties following the in:

1991

Following completion of the Company

nd continuing discussions with the

budgets in January
hanking syndicate and other lenders, new financing
proposals were agreed in principle with a Co-

ordinating Committee representing lenders and

chaired by JP Morgan & Co. Inc., and a final version
was circulated to lenders in late February. The loan
document incorporating these proposals was signed

in April 1991.

The agreement consolidates existing working
capital, medium-term loan, acquisition term

loan and other uncommitted facilities into an
enlarged committed medium-term facility. With the
exception of the original acquisition term loan. this
facility is to be repaid or refinanced by June 1993
The $604.5 million acquisition term loan is to be
repaid over four years commencing June 1993, such

that repayment is scheduled to be completed within

the original maturity of this facility:

Under the terms of the agreement. new financial
covenants have been agreed and lending margins
have been increased. The Company has however
benefitted from the general reduction in interest
rates such that the overall cost of borrowing is

expected to remain lower in 1991 than in 1990

WPP will pay to the lenders additional fees. part
of which will be a success fee. The success fee is
payable in cash after June 1993 and is calculated by
reference to a notional pool of four million Ordinary
shares. The amount of this fee is determined by the
excess of the market value of the Ordinary shares at

the time of notional exercise over the strike price.

which is a minimum of £2.50 and @ maximum

WP g il



Board Statement continued

of £4.50. The strike price is subject to upward
adjustment by 1p for each $1 million by which the
banking facilities have been reduced by June 1993,
potentially reducing the fee payable. The maximum
success fee payable is £10 million, when the excess
of the ordinary share price over the strike is £2.50
or more,

The facility allows the Company the flexibility to

settle earn-out payments in cash rather than by the

issue of Ordinary shares. In certain cases WPP already

has a contractual right to make such payments in
cash. If the Company settles earn-out payments in
cash rather than shares, of up to £31.2 million, and
does not refund such payments prior to June 1993, a
fee will be payable to the lenders. The maximum fee
payable is £4 million.

The Directors of WPP believe that, following the
agreement with its lenders, WPP’s stronger financing
arrangements will enable it to address the difficult

conditions more effectively.

Management

A number of Group personnel changes have
recently been made, principally in order to reflect
the greater emphasis on financial controls and

cash flow management and the reduced level of
acquisition activity by the Group. These include the

internal appointments of an additional Deputy

WPP Group ple

Group Finance Director, a Director of Group
Treasury and an Assistant Group Treasurer, reporting
to the Group Finance Director. In addition, there

will be increased financial control responsibilities for

a number of head office personnel.

Dividends

In consideration of the Company’s banking
relationships, no 1990 interim dividend was paid in
January 1991 and no final dividend in respect of 1990
will be paid. Due to covenants given to the lenders
there were insufficient distributable reserves in the
Company for WPP to pay the Preference dividend in
respect of its Convertible Preference shares which
would otherwise have fallen due for payment on

30 April 1991. No dividends on the Ordinary shares
will be capable of being declared or paid prior to the
payment in full of any arrears of Preference dividends.
In the light of covenants given to the lenders it is
unlikely that the Company will have sufficient
distributable reserves to pay dividends on its shares

until at least June 1993.

Future Prospects

In the first quarter of 1991 a number of signiticant
new assignments have been awarded by clients
totalling in excess of £31 million (360 million) in

revenue or £209 million ($400 million) in billings.



WPP Cross-Sector Growth
Clients using 2 or more WPP Service Sectors

T T T
325 690 830

The first quarter of the vear continues the pattern
established at the end of last year. Functionally,
advertising and public relations have been most
affected by the recession and the Gulf War. Strategic
marketing services, market research, some design,
sales promotion and audio-visual companies, and
specialist communications companies such as direct
marketing and healthcare continue to perform well.
Retail design, real estate advertising, recruitment
advertising and some areas of sales promotion
continue to suffer.

Geographically, conditions in the United States,
United Kingdom, Japan, Canada, Brazil, Scandinavia,
Australia and New Zealand remain difficult, with
Continental European countries such as France,
Germany, Spain, Holland and Austria, together with
South East Asia performing better.

Very few clients have indiscriminately cancelled
their expenditures, and packaged-goods companies
continue to exhibit greater resilience, whilst financial
Growth in Advertising Expenditure by the

Top 200 Brands in the United States (%)

Sources Advertising Age WPP Group

Advertising Expenditure by 1990 ‘ 12.5
Packaged-Goods companies
within Top 200 Brands 1989
Advertising Expenditure 1990 ‘ 10.5

by Top 200 Brands 1989 m

1990 | 49
Total Advertising Expenditure

WPP Cross-Sector Growth
Clients using 3 or more WPP Service Sectors

4 41 125 255 311

services and retail show greatest vulnerability.

In 1990, the top packaged-goods advertisers increased
their overall media spending by approximately 12.5%
against a much lower market average.

Given current uncertainties, it is still too early in
the year to predict the outcome with a great deal of
confidence. However, the Group continues to add
significant new business, and retain business under
review. Despite the prospect of a difficult vear, vour
Board remains confident in its strategy of providing
a comprehensive range of marketing services

to both multi-national and national companies.

. Sor-e

Martin Sorrell

Group Chief Executtive
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Chief Executive’s Review of Operations

Despite the Group’s failure to achieve its pre-tax
profit objectives, primarily due to revenue shortfalls
in the fourth quarter, satisfactory performances

were achieved in strategic marketing services, market
research and in some design, sales promotion and
specialist communications companies.

Geographically, stronger performances were
registered in Continental Europe and South East Asia.
In 1990 the Group added net new business revenues
of over £141 million ($252 million) equivalent to net
billings of £939 million ($1,679 million).

The Group achieved organic growth rates of
approximately 10% in strategic marketing services,
under 5% in media advertising, 10-15% in public
relations and market research, 5-10% in non-media
advertising and specialist communications, and 10%

in manufacturing.

Media Advertising
None of the Group’s media advertising agency
networks reached budget last vear.

Ogilvy & Mather Worldwide generated net new
business billings of over £372 million (8665 million)
in 1990, versus £308 million (8502 million) in 1989,

Regional operations of Ogilvy & Mather Worldwide
(which includes Cole & Weber, Ogilvy & Mather
Direct. Ogilvy & Mather Public Relations, Adams &

Rinchart and Promotional Campaigns) in South East

WEP Group ple

Asia did achieve their budgeted targets. Functionally,
Ogilvy & Mather Direct also had a good year,
achieving their objectives on a worldwide basis.,

At the vear end, Ogilvy & Mather worldwide
advertising agency offices in Los Angeles and Detroit
in the United States and in France. Germany, Austria,
Belgium, Spain, Portugal, Turkey, Hungary, Argentina,
Malaysia, Singapore, Thailand, Taiwan, China,
Indonesia, India and South Africa were ahead of their
individual budgets; as were Direct offices in New York
and Chicago and Eicoff in Chicago. and in Germany,
Austria, Belgium, New Zealand, Spain. Malaysia and
Thailand; as were public relations offices at Adams
& Rinehart and Ogilvy & Mather Public Relations in
Los Angeles in the United States and in the United
Kingdom, France, Adams & Rinchartin Belgium, New
Zealand, Malaysia, Singapore, Thailand, Hong Kong
and Taiwan;: as were sales promotion offices in
Holland, Germany, Belgium, Hong Kong. Singapore
and Thailand.

In 1990 the operations of SAGE, the New York-hased
retail marketing services consultancy. continued to
disappoint and action has been taken to reorganise
this group of companics

J Walter Thompson Company added net billings ot
over £189 million ($338 million) This compares with
a net gain of £289 million (%471 million) in 1989

Regional operations in the Unined States. Furope and



WPP’s Six Service Sectors

South East Asia met their budgets. ] Walter Thompson
Company offices in Atlanta, Detroit, New York

(including Direct and Healthcare) and San Fran

in the United States, as well as in the United Kingdom,

Ttal

pain, Austria, Holland, Portugal, Denmark, Greece,
Turkey, Argentina, Mexico, Hong Kong, Singapore, Thailand

ia were ahead of the

and Malay: individual budgets.

Scali, McCabe, Sloves, Inc. was down against
budget for 1990 primarily due to the performance of
New York. Only Spain, France, Germany and Mexico
reached their budgets.

Conquest Europe handled over $210 million of
media advertising through 12 offices in 12 countries
and exceeded its objectives in Belgium, Germany,
Holland and Switzerland.

Public Relations

Hill and Knowlton experienced a significant softening
of revenues in the fourth quarter. Although net

new business revenues of £15 million ($28 million)
were generated, pre-tax profits for the year were
approximately the same as 1989. Profit centres in
Washington (including Timmons), Atlanta, Los Angeles,
Denver and Seattle in the United States and in France,
Holland. Spain and Singapore achieved their objectives.
Market Research

MRB Group ended the year well ahead of expectations
with particularly strong performances at Simmons,

Winona and MRB UK

Strategic Marketing Services
Social, economic and market forecasting;
development of corporate strategy:
econometric modelling; total environmental
changes tracked through regular publications.

Media Advertising

The planning, production and placing of
advertising for multi-national and national
advertisers in all categories

Public Relations
National and international corporate,
financial and marketing communications;
crisis management; public affairs and
management counselling

Market Research
Consumer, media, corporate communication
and policy research; advertising research,
pre-testing, tracking and evaluation; design and
management of international market studies:
new product development and testing

Non-Media Advertising
Graphics & Design

Architectural services; exhibitions; furniture.
industrial, product and environmental design
packaging; corporate identity: marketing and
corporate literature.

Incentive & Motivation
Business seminars and entertainment; incentive
strategies and programmes; conference and
travel management

Sales Promotion

Consumer and trade promotions:
point-of-sale; coupon redemption.
self-liquidators; on-pack offers

Audio Visual Communications

Corporate and training videos. exhibitions and
conferences. equipment installation. servicing
and hire; presentations. product launches and
trade shows. production. editing and transfer

Specialist Communications
Ethnic. business-to-business. corporate
entertainment. pharmaceutical. travel
recruitment. retail and flotation advertising
annual reports: direct mail and direct
marketing. investor communications
corporate identity

WPP Group ple



Chief Executive’s Review of Operations continued

Millward Brown also performed strongly
against budget in both the United Kingdom and
the United States,

Research International, although not reaching its
targets, more than doubled its profits over the previous
year. Both New York and Boston in the United States
and the United Kingdom, France, Holland, Spain and

Australia reached budget.

Strategic Marketing Services, Non-Media Advertising
and Specialist Communications

Several of our companies in these areas performed
Particularly we| against budget - including

The Henley Centre, Anspach Grossman Portugal,
Seiniger, Thomas Ferguson Associates,

International Vacationers, EWA, Scott Stern,

Business Design Groupand Coley Porter Bell.

Manufacturing

Our manufacturing division had a record year with

profits of over £0.7 million.

Business Mix and Growth

The Group now services over 830 major national

or multi-national clients in two or more services
(as opposed to 690 the previous vear) reflecting the
increasing opportunity for cross-referral between
activities both nationally and internationally. The
Group works with 311 clients in three or more services

tas opposed to 255 at December 1989) with 149 clients

WEL CGronp plc

: . < 20 -
in five or more countries (as opposed to 129 at
December 1989). The Group now services over 300
H > g 22
of the Fortune 500 companies and employs 22,004

people in 635 offices in 60 countries.

Acquisitions During 1990

These results include first time contributions from five
internally financed in-fill acquisitions that addressed
various strategic opportunities and have now
strengthened the Group's activities in its specialist
communications activities in healthcare in the United
States, its public relations and public affairs activities
in Scandinavia and Washington, its media advertising
activities in Belgium, and its market research activities

in Australia.

Sales and Profits by Function

Following the latest acquisitions, on a pro-forma basis,
1% of Group sales and 1% of operating profits are now
represented by strategic marketing services, S0% and
54% by media advertising, public relations represents
11% and 9%, market research 11% and 8%, non-media
advertising 13% and 8%, and specialist communications
14% and 19%. Manufacturing still accounts for just

under 1% of both.

Sales and Profits by Geographical Area

On the same pro-forma basis. operations in the United



States and Canada account for 47% and 47%, the
United Kingdom 22% and 21%, and the Rest of the
World 31% and 32%. It should be noted that the
Group's borrowings, which are mainly dollar

d and have b d from lower US

interest rates, have tended to reduce the proportion
of US dollar profits. Including the impact of interest,
operations in the United States and Canada account
for 26%, the United Kingdom 29%, and the Rest of the

World 45%, of pre-tax profits.

Cross-Referrals

Cross-referral opportunities continue to develop.

In 1990, 18% of new business revenues or $45 million
out of a total of $252 million came from this activity.
This compares with 17% of new business revenues

or $41 million out of a total of $243 million in 1989.
Moreover, potential revenues of over $73 million were
generated in 1990 through cross-referrals, which is
equivalent to 30% of net new business.

This compares with $68 million in 1989 which was
equivalent to 29% of total new business, again an
improvement. Greater attention is being given to
“converting” these new business opportunities, and it
is hoped that the conversion ratio will increase from

the current 62% and last vear's 61%.

CONO O E BN -

BB 23
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Argentina
Australia
Austria
Bahrain
Belgium
Brazil
Canada
Chile
China
Colombia
Costa Rica
Denmark
Dominican
Republic
Ecuador

El Salvador
Finland
France
Germany
Greece
Guatemala
Honduras
Hong Kong
Hungary
India
Indonesia

31
32

I ]
2L80285525662602888488688

aaaaa
38698

»
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Kuwait
Malaysia
Mexico
Myanmar
Netherlands
New Zealand
Norway
Pakistan
Panama
Peru
Philippines
Portugal
Saudi Arabia
Singapore
South Africa
Soviet Union
Spain

Sri Lanka
Sweden
Switzerland
Taiwan
Thailand
Togo

Turkey
United Arab
Emirates
United Kingdom
United States
Uruguay
Venezuela
Vietnam
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Analysis ®@ @

Worldwide Trends in the
Marketing Services Industry

Despite the recession of 1990, the underlyving trends
within the marketing services industry on which the

WPP strategy is based continued to develop.




-

Worldwide Trends in the Marketing Services Industry

Media advertising grew at faster rate outside the
United States than within; and worldwide spend

©n non-media advertising grew faster. In addition,
Packaged-goods advertisers were less inclined to cut
their budgets in the face of economic pressures.

Worldwide u

S ‘W’Gmu’adi- Advertising Expenditure ($bn)

Total

250 4 /

150 g Rest of
the Worlg

" United
States

82 83 84 85 a5 g7 gg 89 90: 91

WPP Growp pic

Growth in de
Expenditure 1984-1991 ($bn)

Sources | Walter Thompson Compan
Ogilry & Mather Worlduwide. WP Group

Non-Media Media
Advertising : Advertising

T T

5’4 sg 86 87 88 89 90¢ 91 84 85 86 87 88 89 9’0591;
The marketing services industry is worth more
than $690 billion, and has been growing at
approximately 10% per annum. This market can be
divided between media advertising, ie, advertising
on television, in newspapers and magazines, on radio
and outdoor; and those other means that companies
use to communicate with their markets and audiences

- public relations; market research: non-media

advertising, which includes graphics and design.
incentive and motivation, sales promotion and

audio visual communications, and specialist
communications. Media advertising accounts for
about 38% of the world market ($265 billion ). and
has been growing at between 8% and 12% per annum.
The less visible non-media portion is about 62%

(8430 billion) and growing faster at about 9%- 1 49



W i 1990 ($bn)

Sources. Latest estimates from indusiry associations, government associations, WPP Group

Restof
UsA UK France Germany Japan the World Total
1 I L ! I L
Modia Advertising —| 129.5 14.8 10.3 12.7 342 64.0 265.5
Public Relations | 141 17 06 08 32 1.2 21.6
arket R ch —| 24 08 05 05 06 16 6.4
Non-Media Advertising
Graphics & Design —] 17.2 56 14 17 7.0 24
Incentive & Motivation —| 26 07 02 0.4 08 12
Sales Promation —| 139.0 16.0 29 108 377 58.0
Audio Visual & Video —| 30 07 05 06 07 1.0
t Communications
Real Estate — 12 02 01 03 06 04
Financial Communications —| 14 05 0.1 02 07 01
Ethnic — 14 02 01 0.1 o1 02
Public Affairs | 5.1 12 04 05 12 05
Direct Mail —| 237 45 22 29 7.4 o6
Recruitment — a2 06 02 07 09 13
Healthcare —| a7 07 04 o5 1.0 06
Total —| 348.5 a8.2 327 96.1 142.1
Size and Growth Rates of UK Marketing Services 1980 — 1991
Sources. Advertising Associatton. Post Office. Keynote, DMPA. ISP, Hollis, IPR. PRCA
Latest arailable agency estimates for 1990 and forecasts for 199)
Media sales Public Direct
Advertising Promotion Relations Marketing
£bn % bn % em % £m %
L ! L ! L L 1 1
1901 — 7.96 (@%) 932 5% 1380 10% 925 1%
1990 | 820 2% 8.88 8% 1,255 13% 830 13%
1989 | 8.00 10% 825 13% 1,110 17% 735 14%
1988 | 7.26 17% 7.30 12% 16% 645 12%
1987 | 6.18 12% 6.53 7% 816 15% 575 1%
1986 | 550 20% 6.10 1% 708 18% 517 10%
1985 — 444 9% 5.50 10% 600 20% 470 9%
1984 — 406 13% 5.00 25% 500 16% 430 6%
1983 — 358 14% 4.00 14% 430 23% 405 9%
1982 313 1% 3.50 17% 350 27% 370 19%
1981 282 10% 3.00 1% 275 38% 310 3%
1980 | 256 20% 271 12% 200 23% 300 15%
10 year historic
growthrate | 12.3% 12.6% 20.2% 10.7%
Syear historic J
arowth rate 13.1% 10.4% 15.9% 12.0%

WPP Group plc = 19 -



Marketing Services continued

The Pressures Facing our Clients
Marketing problems are becoming increasingly
C
omplex. The spread of operations, both
8eographj;
pmzu:l‘,l:a_l and functional, has grown dramatically;
’ ife-cycles are shorter; brands demand
aonsmn[ investment; there is pressure on costs;
dr:l the retail sector is now extremely powerful. The
N ;nand for marketing services is increasing
res|
"mom}l)onse to these pressures. Our clients, chiefly
o and multi-national consumer goods
o Panies, are committed to developing the sales
. lhmafket shares of their brands. They are aware
pnmei risks and costs attached to recovering a lost
- :n» Major packaged-goods companies do not
Signil i
deve]ipe:c:( €arnings multiples for firms with well-
e ands in order then to reduce marketing
- ures and devalue the very assets they are
T:‘Ing ~ Intangible though these maybe.
€ same .
e _— .e iron law - ie, that premium prices in
- Tate market mandate premium marketing
()u‘pur[ for brands - also applies to leveraged buy-
‘ % where any buyer would have to maintain
T increase brand spending to preserve the value
of their considerable investment. Nor is the
€mpha

is vi

n buying brands likely to go away, as

continued acquisiti -
ued acquisitions - among both packaged-

8oods comps
companies and capital-goods companies —

continue ¢!
ue to demonstrate. In addition, key advertising

WP CGrowp ple

sectors such as the automobile industry face

increased competition

The need to add value has been reinfor
by clients espousal during the 19805 of "low-cost
producer” strategies, reducing headcounts and
generally forcing themselves to become

However, there is a limit to how much cost can
be cut before product quality is jeopardised. On
other hand, in theory at least, revenues
can be increased indefinitely by adding value
As a result, we expect to se¢ increase
brand development

The dominance of retail organisations, notably
in the grocery trade, means that such an imbal
power can only be redressed by spending on
marketing services, particul
However, inside the stores the pattleground has
shifted for other reasons as well The consumer is

visiting stores more frequently and making more

impulse or unplanned purchases. Retail stores, such
as supermarkets, are growing in sizc. stocking more
goods, installing scanning equipment, increasing
opening hours, and larger stores are increasingly
dominating the market. In the background. network
television audiences continue to decline and the
proportion of women working has steadily risen

The combination of scanning technology and

computerised distribution systems have resulted in

lean and mean.

the

and margins

d spending on

ance of

arly on media advertising.



US National Advertising
Expenditure as % of GNP 1980-1990

Source WPP Group

1.15

1.20 1.25

the growth of “slotting allowances™ where retailers
ask fees from manufacturers for featuring their
products. In addition, scanning technology enables
the retailer to build a database of its customers.
Finally, retailers are creating their own more
profitable higher-priced private label brands and

discounting national brands.

Trends in Media Advertising

Growth in media advertising has been stimulated by
a number of factors. It has proven to be the most
reliable method of mass communication, reaching the
largest number of consumers in the fastest way, and
at the lowest cost. It is therefore the best vehicle for
brand development and support, and an effective
means of combating increasing competition from
retailers” own brands.

As a result, the United States market for media
advertising is today worth almost $130 billion
(around 49% of the worldwide market).

However, double-digit growth in the United States
in the early 1980s has slowed in the last five vears
o single digits. In 1990 it was approximately 5% in
money terms against an inflation rate of 5.5%.

Yet outside the United States. media advertising
expenditure is still increasing, in 1990 by over 11%.
This retlects two factors. Firstly. in the rest of the

world. levels of media advertising are half those of

the United States. Secondly, media deregulation —
particularly in television — has stimulated primary
demand for TV advertising. Double-digit growth in
recent vears in the United Kingdom, France, Italy and
Spain reflects those developments, and high-growth
markets for the next five to ten years will be
Continental Europe, South-East Asia and Latin
America. South-East Asia, with entrepreneurial
people and stimulating governmental influences. may
well prove to be a more attractive marketplace than

Eastern Europe.

Total Advertising as % of GNP 1990

Source: WPP Group latest estimate. OECD

us
UK

Spain

Japan

Germany

France

Portugal

ltaly

Turkey

India

China

Background for Non-Media Advertising
For several vears non-media advertising has
grown faster than media advertising. This is due to

four factors. two short-term. and two long-term.

WPE Group bl
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Marketing Services continued

Share of TV Advertising (%)
US TV Networks

Source: Wilkovsky Gruen, DRI

60 70

Short-Term
Low rates of inflation

Until very recently, declining rates of inflation
have made it difficult for our clients to pass on to
the consumer increasing media costs, particularly
in television.

Over the last ten years, television advertising costs
have increased significantly faster than the cost of
living in all five of the major markets, which account

for over 75% of worldwide advertising.

Fragmentation

At the same time network audiences have fallen, and
because of the increasing number of channels,
audiences have “decomposed” through zipping or
Zapping or video-cassette rental or boredom induced
by low-quality programming. Although the networks
are making increasingly innovative attempts to
promote their programming, network TV has also
suffered from the competitive attacks of cable
television, syndicated programming and independent
stations.

The result is that although network TV remains an
effective tool for creating brand awadreness it is not

enough on its own.

WPP Group plc

Share of Prime-Time Audience (%)
US TV Networks

Source Wilkovsky Gruen. DRI

80

Long-Term

90

There are also two long-term — and therefore more

fundamental reasons — why non-media advertising is

growing faster than media advertising.

Difficuldty of measuremenrt
Many attempts have been made to solve

(posthumously) Lord Leverhulme’s famous

dilemma about which half of his advertising budget

he was wasting, by split campaigns, buried offers,
pre-testing, day-after recall, area testing and
other more innovative methods; but the results

— though they can demonstrate effectiveness —

are not scientifically precise.

Other types of marketing services expenditures,

such as sales promotion or direct mail, are more
easily and effectively targeted.

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

most effective.

Technological advance

The second reason for faster non-media advertising

growth is technological advance. The effect of the

increasing use of computers, and the development of

mailing and telemarketing techniques has been to
fragment the market. And further market-shaking

developments are on the way. such as optical fibre.



Interactive TV and personalised commercials are not
far off. Personalised magazines are already here,
albeit on a small scale.

Growing technological sophistication has
fragmented the printed medium as well as television,
with changes in editorial and advertising content
adjusted to the background of the reader.

Advertisers are now looking for economies of

scale in dispersed markets.

Response of the Media

There has been little evidence to contradict

these trends until recently. In the latter half of 1989
and through 1990, major multi-national and
national packaged-goods advertisers tended to
maintain or increase their expenditures against the
market average.

Whether all the vehicles of the fragmented media

will be able to attract the necessary advertising is
debatable. The main effect of satellite competition, at
least in the short-to-medium term, may paradoxically

be to reinvigorate land-based broad

ting
organisations, much as commercial TV did to the BBC

in the 1960s.

In addition, forec

segmentation of audiences
in the 1990s indicates broader categories rather

than narrower ones. where mas

media may be

more effective

Response of the Advertising Agencies

Agency consolidation

Non-media alternatives to advertising have received a
boost from the merging of agencies, either physically
or under a corporate umbrella. Where consolidation
has taken place, such mergers have disturbed existing
relationships, with some clients who have perceived

conflicts of interest.

Top Ten Advertising Agencies Worldwide
Market Share of Ad Age Top 500

1980-90 (%)

Source: Advertising Age

56 -
54 !

52 4

— T T

80 81 82 83 84 85 86 87 88 89 90

WPP Group ple -




Marketing Services continued

The trend 1o consolidation seems to show lictle
Sign of abating, largely because of continuing client
Tationalisation and the increasing pressure on agency
Ompensatiop, that resulgs, Only the direction from

Which p,
; '€ pressure comes seems to have changed —
om the Unjeg States,

N , France and Japan, where

€ Cos| i i
€ of capitg) is lower, rather than the

Uniteq Kingdop,
Conce i
nir
. 2ton on concentration has been driven
'Ot only
[¢
) Y the treng among clients, but also among
Media Owners,
The cop, .
Centration strategy is based not only on

Cross-oy,
Nershj i
oo ship of media, enabling media owners
Offer adyery;
- ertisers 5 complete media schedule, but
SS-promo[ion as wel]
Some
peo, ismi:
o ple may dismisg these developments as
TePreneurig) iy .
rial 1d|usyncrasies. The fact is few are

immy
ne from their implications,

Taking , S
8 all these trends into account, it seems

inevitahle that the mark

eventually

eting services industry will
be dominateq by four or five major
Multi-nationg) €OMPpanies and that there wiy|
continue g pe further consolidations, for example,
4mong the 4 or 50 Companies thay make up the ’
quoted Uniteq Kingdom marketing services sector.
Most of these firmg 4re too small compete on

Multi-nationg| multi-functional basjs,

WP Growp i,

Client conflict

An issue frequently raised is that of conflict of interest

between competing clients within the newly-merged
agencies. This has rarely been a problem in other
industries such as management consultancy,
investment banking and auditing. In Japan, agencies
often specialise in clients in one category:

There are increasing signs that clients are

ing the position, partly because major

re-assess
packaged-goods companies are extending the
categories in which they compete, which makes
conflict harder to avoid; and partly because there
are relatively few conflict-free multi-national

agencies to choose from.

Compensation
Another issue, often mentioned by consultants, is that
of a reduction in the level of agency compensation. It
is not only the agencies who argue that this maybe a

even be an illusion. When agency

false economy. It m,

income is geared not only to advertising spend but, in
addition, to results, this can bring great benefit to both
sides. Luckily (for agencies) some of the biggest
advertisers in the world seem to be thinking along
similar lines. Moreover, the increasing fragmentation
of the media can only reinforce the importance of

choosing the right media for the client. thus giving an

opportunity for the agency o add greater value



Media buying

Centralised media buying has become increasingly
interesting to clients as a result of the escalating cost
of television advertising. ) Walter Thompson Company
and Ogilvy & Mather Worldwide are members,

together with Omnicom, of The Media Partnership,

a joint media-buying operation, which is already
operating in four European countries. Interest in
such arrangements still tends to be more European

than American. While the b

¢ proposition behind

mega-media outfits is sound - that is the more cost-
effective purchase of media, particularly television —
there are several areas of risk,

First, who pays for the media-buying unit?
Although it creates greater efficiency for the client,
a separate unit is a cost to the agency: should that cost
be set against the discount negotiated?

Second, how are issues of conflict to be dealt with?

Not necessarily the classic issues, where, for example
automobile 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 you separate media-buying from
planning, and create central buying units for two or
more agencies, does this effectively hamstring the
participating agencies by removing key functions
from their operations? Some agencies have built their

reputations. at least in part. on their media capabilities

Fourth, the successful precedents have tended
to be media brokers rather than media buyers, and

ultimately clients may well demand the discount or

assume the brokerage risk themselves. “Transparency
is the new French buzz-word.

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

But perhaps the major issue is that media-buying
or indeed brokerage is a commodity service, not a
value-added service.

Success in media-buying is determined by buying-
power and financial 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 is not a high added-value

service of the kind that is an agency’s focus.

It is against this background that WPP Group
continues to build a comprehensive group of

companies, each with its own specialist skills.

able to respond to clients’ specific needs. and to

serve them on a co-ordinated ba

WP Group pl = 25 -
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WPP Group Companies

On 1 January 1991, there were 22,004 people working
for WPP Group companies; and no more than 47
professionals working for WPP Group plc itself.

These figures give a clear indication of the relationship
of the holding company to its operating elements.

WPP Group companies exist to serve their clients.
Each company excels in at least one marketing
services skill and their objective in all cases is to add
worth and value to their clients’ goods and services

through the management of the imagination.

WPP Group ple - 2= -
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Thomas G. Ferguson
Associates, Inc
In 1990, Thomas Ferguson %
The Marketing
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Thompson Recruitment
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response-driven. One example
a desperate client called for help.
and within two weeks the TV, radio
and print ads we created delivered
over 6,000 prospects for hard-to-fill
positions. Our happy client was able
to hire 593 — at the lowest “cost per

hire’ in the client’s history

Cole & Weber
Seattle-based advertising agency Cole & Weber
does business in an optimistic environment
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buy more sunglasses per capitd than

the residents of Los Angeles
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G Force
To stage an cvent seen by 18,000 people
at 15 venues throughout the UK,
and produce an award-winning programme

to follow it. is just part of the picture

MetroVideo
An interactive video training svstem
designed by MetroVideo allows salesmen
to role-play themselves and assess

their performance

independently

Ogilvy Public Relations Group
Depending on therr needs chents

ol the Ogilvy Public Relations Group
can be served by ane or both ol the
tirms s two distinat orgamsational units

Ogilvy & Mather Publhic Relations, which

ofters gencral public relations and
specialises i markctimg communications
ind Adams & Rinchart which provides
corporate and binancral relations
and public attans counsclling

produced by FWA and sent to their

J. Walter Thompson Company
The J. Walter Thompson Company
is the only agency in the top
ten rankings in every region of

the world.

HLS CORP
In 1990 HLS CORP helped

R Compdilors

VAP Advertising &
Marketing Group
Failure — VAP Advertising &
Marketing Group state in their
corporate brochure they do not

design for creative award juries

000

OPTOMETRISTS

AND OPHTHALMOLOGINTS

Success — it was their own
corporate brochure which
won premier place in the
1990 pan-European Trophee

de la Qualite in Paris

e BREEE PRACEICES MOEE cledrly

327

EWA Ltd

A questionnaire designed and

database of 100,000 potential car
customers chated a 327 responsg

and aovery happy chient

1 FAILURE = 1 SUCCESS




SBG Partners
A conservative estimate of individual packages sold
from the shelves of US retailers in 1990 that were designed
by SBG Partners for their 92 packaging clients.

1.453.200.000b

Ogilvy & Mather Direct
_ Ogilvy and Mather Direct believes 1
is [h? Mmost important number in the universe.
We treat not only our clients but their
Customers and prospects in a first-class way,
and communicate to them as individuals.

We call it one-to-one marketing.
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Carl Byoir & Associates, Inc
The most ‘junior’ consultant \

on the Carl Byoir staff has 15 vears
of public relations experience \

Our staff average is 22' : years

LansdownEuro
The number of advertisements
LansdownEuro produce
in one year for one of our

larger clients.

MARCH 1991

JWT/Entertainment Group
The Entertainment Group's chient. Paramount
Home Video. has just broken a world record
for the videocassette release of the motion

picture GHOST — making it the biggest rental
title in history, selling 637.341 by March 1991

53% S
The Grass Roots
Group PLC
Keeping quality ‘tabs’ on 1
20.000 UK retail outlets.

e Mendoza, Dillon & Asociados, Inc
20.000 (@ Mendoza. Dillon & Asociados, with advertising and marketing
" 7 services addressing the US Hispanic market,
) o to point out that the US Hispanic market had a growth rate

would like

of 53% during the last decade.

Mando Marketing Limited

From small acorns big oak trees grow
A new client who spent £40.000 with Mando Marketing
in 1990 has 1o date spent 21 6 million in 1991
We are now secking more acorns SampsonTyrrell Ltd
From its offices in London.

“consultancy

Visual Management
SampsonTyrrell worked with
clients in all 22 European

countries during 1990
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Scali, MccCabe, Sloves, Inc. %
Scali, McCabe. Sloves produces adverusing tor our \
US and European clients that works consistentls 2
on two levels — clients achieving therr sales
objectives. and work that gets recognised
by our peers. Of the wop TV spots picked R
by Adweek in March 1991, three were \\

produced by members of the SMS Group
\

c \
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v International PLC
,‘ The people of Europe don't know
,’ McColl. Yet every week, 30,000,000
1 5
/ of them in 12 countries will travel,
1
i shop, bank, work and play, drink
1
1 or S[ll)' in environments created
by the McColl Group's
architects and designers.

Ogilvy & Mather Worldwide
With 292 offices in 56 countries,
there's an Ogilvy & Mather
office at work for some client,

Coley Porter Bell
During 1990, 37 chief executives somewhere, at every hour of the day.
of major organizations around the Go to an Ogilvy office anywhere in
world sat at Coley Porter Bell's the world and you'll see red on the
door, on the floor or on the wall.
It's David Ogilvy's lasting symbol
of the agency's commitment to
excellence, no matter the
location or discipline.

boardroom table to discuss the
development of their company
S
$500,000,0(

and brand identities.

J. Walter Thompson Direct
JWT Direct’s marketing programme
to re-attract a high-technology client's
lapsed customers beat the control
programme against which it was tested i d
by an astonishing 1082% - beyond Research Internatlonél Lt.
even the client's best-case projection. In 1990, Research In[ernau(?nz_lls
MicroTest™ sales prediction (l 3
O technique has not only helped == ’
clients in 20 countries pick many i
potential new product winners i
but also saved them over
" ] .

$500,000.,000 in wasted launch
costs for products which would
have failed in the marketplace. .

Pace communications

6 Group Inc
At a time when most new homes
in the New York marketplace were
> weeks to sell.

Einson Freeman Inc
taking an average of 9!
Pace created an advertising campaign

A
Sus-
tained
1% gain in
for one of its clients which helped
them sell out an entire community
of 78 homes — in 14 hours.

market share was

the measured result for
one leading oral hygiene
brand following an Einson Freeman
promotion in 1990. That equatesto an
$8.5 million volume increase in a
highly contested product

category

Wire and Plastic Products Ltd

Everv vear. Wire and Plastic Products use

enough coated wire in therr products to
reach from London to New York and back
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Auditors’ Report

To the members of WPP Group plc:
We have audited the accounts set out on pages 41 to 61 in accordance with Auditing Standards.

In our opinion, the accounts give a true and fair view of the state of affairs of the Company and of the Group
at 31 December 1990 and of the profit and source and application of funds of the Group for the year then

ended, and have been properly prepared in accordance with the Companies Act 1985.

Arthur Andersen & Co.

London

24 May 1991

WPP Group ple - 37 -



Directors’ Report

; ded
The directors present their annual report, together with the audited accounts for the year en
31 December 1990.

Profits and Dividends

The profit on ordinary activities before tax for the year was £90,040,000 (1989: £75,039,000)- aid in
o be p?
For the reasons noted below, the directors are recommending that no Ordinary dividend
respect of 1990 (1989: 24.2p).

The retained profit of £32,920,000 is carried to reserves.

Review of the Group

The Company is a holding company. The principal activity of the Group is the provision of marketi?8
services worldwide. ectors.

The Group achieved growth for the eighth successive year with improvement in all market _se. Juding the
However, in November 1990 the impact of recession in several of the Group's primary markets. iP€

mpany
. 3 " it gave the CO!
United Kingdom and United States, and uncertainties following the invasion of Kuwait ga

1.
reason to believe that there might be a breach of its existing loan covenants in the second Cl”"""e:::zgm
Following completion of its 1991 budgets and discussions with its banking syndicate and other le"!mwd
April 1991 the Company entered into new financing arrangements which provide increased €O s
funding and which will enable it to trade more effectively in the future. The accompanying accoy
incorporate the terms of the new arrangements where appropriate. any to pay

Due to covenants given to the lenders there are insufficient distributable reserves in the C<>ff‘F" ars at
the Preference dividend which would otherwise have fallen due on 30 April 1991 and which ﬁ m‘“;"ears
the date of this report. If the dividend on the Convertible Cumulative Preference shares remains in hares
at 31 October 1991 then, with effect from that date and until all arrears are paid, the holders of the s ) 0~f
Wwill be entitled to vote at General Meetings of the Company convened on or after that date on the b«:Slfn
one vote for each share held. Additionally, no dividends on the Ordinary shares will be capable of : 8
declared o paid prior to the payment in full of any arrears of Preference dividends. In the light of t .
covenants given to its lenders it is unlikely that the Company will have sufficient distributable reserves to

Pay dividends on its shares until at least June 1993.

. N i ions.
A full review of the Group’s activities during the year is given in the Review of Operati

Movements in Fixed Assets

i N R " » names. Details
The consolidated balance sheet includes 4 conservative valuation of certain corporate brand

of this and movements in fixed assets are set out in notes 9 to 11 to the accounts

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

It is proposed to extend the existing power of your directors in relation to the allorment of Ordinary
shares for cash in order to give your hoard continuing flexibility and shareholders” approval is therefore

- g : ©
sought to disapply the pre-emption provisions of section 89(1) of the Companies Act 1985 in relation t¢
Ordinary shares of a nominal value not exceeding £216,000.
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Directors’ Report

Directors
The directors’ b icial interests, including family il in the Company’s share capital were as follows:
31 December 1990 1 January 1990
Ordinary s
Shares Shares

David Ogilvy - - - - -
JJ D Bullmore 3,000 15,900 375 3,000 15,900 375
S HM King - - - - = -
RE Lerwill 20,075 28,813 7,509 20,075 13,813 7,509
J A Quelch 400 = = 400 - -
G C Sampson 289,515 156,750 - 289,515 156,750 -
MS Sorrell 930,287 506,851 116,285 930,287 506,851 116,285
J R Symonds 12,547 20,000 - 12,547 10,000 -

On 24 May 1991 the interests of the directors were unchanged from 31 December 1990.

Mr R E Lerwill has been granted options in respect of a total of 126,376 Ordinary shares, as adjusted for
the effects of the rights issue in June 1989.

Mr ] R Symonds and Mr S H M King retire by rotation and, being eligible, offer themselves for re-
election. Neither Mr Symonds nor Mr King have service contracts which exceed one year in duration.

No director had any interest in a contract of significance with the Group during the year.

The Company has maintained insurance during the year to indemnify its directors and officers against

liability when acting for the company.

Non-Executive Directors
David Ogilvy became non-executive chairman of WPP Group in June 1989. As founder of Ogilvy & Mather,
and author of a number of best selling books on advertising, he is known and respected internationally. He
has been described by Adweek as ‘advertising’s only living legend and the master codifier of the advertising
business’ and by Time as ‘the most sought-after wizard in the advertising business: He became a CBE in 1967.
Jeremy Bullmore took up his post of non-executive director in 1988 after 33 years at ] Walter Thompson,
London, the last 11 as chairman. He was chairman of the Advertising Association from 1981 to 1987 and he
has written and lectured extensively on marketing and advertising. He became a CBE in 1985.
Stephen King was appointed non-executive director of WPP Group in 1989 after 31 years at ] Walter
Thompson, ultimately as Research and Planning Director. A founding father of the planning function in
advertising agencies, he is author of the standard text, Developing New Brands, as well as numerous

i i icati anfield
articles on branding. He is currently Visiting Professor of Marketing Communications at the Cranfie

School of Management.

Professor John Quelch, non-executive director, is professor of business administration at Harvard
University Graduate School of Business Administration. A prolific writer on marketing issues and public
policy issues. he is also author of numerous books on marketing management including The Marketing
Challenge of Europe 1992

John Symonds was chairman of WPP Group for eight vears until June 1989 when he stood down in favour
of David Ogilvy. A solicitor, he was a partner in a legal practice in Kent for 33 years, latterly as senior

partner. until his retirement in October 1989
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Directors’ Report

Substantial Shareholdings
ere f er cent or more
As at the date of this report, the Company has been notified of the following interests of 3 per centor mc
5 1% ed — or cent: Pioneer 11
in the Ordinary share capital of the Company: Mike Luckwell Nominees Limited — +.68 per cent: Piol

s X any is t aware of
Fund - 3.21 per cent; and Legg Mason Special Investment Trust - 3.36 per cent. The Company is no
any other holdings in excess of 3 per cent.

Close Company Status

anyv withi » meaning of the terms
The directors have been advised that the Company is not a close company within the meaning ¢
of the Income and Corporation Taxes Act 1988.

Disabled Employees

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

and
The Group places considerable importance on the contributions to be made by all employees to the
progress of the Group through their respective companies, and aims to keep them informed on matters
affecting them as employees and on developments within the Group. This is achieved by formal and

) . . and Accounts
informal meetings at the individual company level, and by distribution of the Annual Report ar
and a regular newsletter throughout the Group.

, ina by the
The Executive Share Option Scheme is available to all full-time employees of the Group nominated by
< 5 & f 1989:
directors of each company within the Group. Options have currently been granted to a total of 384 (19
A - cercise
399) employees over a total of 2,891,115 (1989: 3,127,428) 10p Ordinary shares of the Company: The exerci

of these options is generally conditional on the profit performance of the employee’s company.

and

The Group contributed £184,000 to UK charities in 1990. No contributions were made to political parties
Auditors

The directors will place a resolution before the Annual General Meeting to re-appoint Arthur Andersen &
Co. as auditors for the ensuing year.

By order of the Board

C F Schulten

Secretary

24 May 1991
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Accounting Policies

The accounts have been prepared in accordance with applicable accounting standards in the United
Kingdom. A summary of the Group's accounting policies which have been applied consistently throughout

the year and with the preceding year is set out below.

Basis of Accounting
The accounts are prepared under the historical cost convention, modified to include the revaluation of land

and buildings and corporate brand names. The consolidated accounts include the results of the Company
and all it

subsidiary undertakings made up to the same accounting date. The results of subsidiary

undertakings acquired during the year are included from the date of completion of the acquisition.

Goodwi

Goodwill represents the excess of the fair value attributed to i in ot Y

undertakings over the fair value of the underlying net assets at the date of their acquisition. Goodwill

arising on consolidation is written off against reserves in the year in which it arises.

Intangible Fixed Assets
Intangible fixed assets comprise certain acquired separable corporate brand names. These are shown ata
valuation of the incremental earnings expected to 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
on estimates of profits attributable to brand loyalty.

The valuations are subject to annual review. No depreciation is provided since, in the opinion of the

directors, the brands do not have a finite useful economic life.

Tan

le Fixed Assets

Tangible fixed assets are shown at cost or valuation less accumulated depreciation. vl
a . i s ted residual value
Depreciation is provided at rates calculated to write off the cost or valuation less estima

of each as

set on a straight-line bas

s over the estimated useful life, as follow.

Freehold buildings — 2%
Leasehold land and buildings - over the term of the lease

Fixtures, fittings and equipment - 10% to 33v3%

> il i i 2 -di: table revaluation
Surpluses arising on the revaluation of tangible fixed assets are credited to a non distribu

i 1 is istributable reserves
reserve. On the disposal of a revalued fixed asset the revaluation surplus is transferred to di

Investments
i °s 4 5 4 ss amounts written off
Investments in subsidiary undertakings are stated in the Company’s accounts at cost less

for permanent diminution in value.

Stocks and Work in Progress
LR alf of ¢! s. or the value of
Work in progress is valued at cost which comprises outlays incurred on behalf of clients. or th
f rOVis 5 ms for irrecoverable costs where
work performed on uncompleted assignments or products. Provision is made for irrecovera

appropriate. Stocks are stated at the lower of cost and net realisable value
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Accounting Policies

7 Debtors
Debtors are stated net of provisions for bad and doubtful debts
8 Taxation

Corporate taxes are payable on taxable profits at the current rates prevailing.
Deferred taxation is calculated under the liability method and provision is made for all timing

differences which are expected to reverse, at the rates expected to be in force at the time of the reversal.

9 Pensions
Contributions to defined contribution schemes are made in accordance with the recommendations of
actuaries and are charged to the profit and loss account as incurred.
The charge to the profit and loss account (the regular pension cost) in respect of defined benefit pension
schemes is calculated to achieve a substantially level percentage of the current and expected future
pensionable payroll. Variations from regular costs are allocated to the profit and loss accountover period

approximating to the scheme members’ average remaining service lives.

10 Turnover and Revenue

Turnover comprises the gross amounts billed to clients in respect of commission based income together
with the total of other fees earned. Revenue comprises commissions and fees earned in respect of turnover.

Turnover and revenue are stated exclusive of VAT, sales taxes and trade discounts.

1 T

of Foreign i
Foreign currency transactions arising from normal trading activities are recorded in local currency at
current exchange rates. Monerary assets and liabilities denominated in foreign currencies at the vear-end
are translated at the year-end exchange rate. Foreign currency gains and losses are credited or charged to
the profit and loss account as they arise.

The profit and loss accounts of overseas subsidiary undertakings are translated into pounds sterling at
average exchange rates and the year-end net investments in these companies are translated at year-end
exchange rates. Exchange differences arising from the retranslation at year-end exchange rates of the

opening net investments and results for the year are dealt with as movements in reserves
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Consolidated Profit and Loss Account

For the vear ended 31 December 1990

1990 1989 1990 1989

Notes £000 £000 $000 $000

Turnover 5,460,454 4,406,898 9,758,923 7,190,735

1 Revenue 1,264,100 1,005,453 2,259,200 1,640,598
Gross Profit 1,075,506 843032 1,922,144 1,375,

Other operating expenses (net) (942,535) (740,550)  (1,684,498)  (1,208,355)

167,220

2 g Profit 132,971 102,482
Interest receivable 14,275 16,072 26,224
3 Interest payable and similar charges (57,206) (43,515) (102,239) (71,003)
Profit on Ordinary Activities before Taxation 90,040 75,039 160,919 122,441
5 Tax on profit on ordinary activities (36,376) (34,532) (65,011) (56,346)
Profit on Ordinary Activities after Taxation 53,664 40,507 66,095
Minority interes! (3,096) (2,306) (3,763)
Profit for the Financial Year 50,568 38,201 90,375 62332
6 Preference dividends (17,648) (8,413) (31,541) 13,727
Profit Attri to Ordinary 32,920 29,788 58,834 48,605
6 Ordinary dividends = (9.913) - (16,175)
19 Retained Profit for the Year 32,920 19,875 58,834 32,430

7 Earnings per Share
Basic 78.1p 73.0p $1.40 s1 12
Fully diluted 71.3p “1.2p $1.27 $1.1

The main reporting currency of the Group is the pound sterling and the accounts have been prepared on this basis.
Solely for convenience. the accounts set out on pages 43 to 47 are also presented expressed in US dollars using the
approximate average rate for the vear for the profit and loss account (1990; $1.7872=41, 1989: 81.6317=&1 ), the rate in
effect on 31 December for the balance sheets (1990: $1.9300=£1, 1989: §16125=41), and a combination of these for the
statement of source and application of funds. This translation should not be construed as a representation that the pound

sterling amounts actually represent, or could be converted into, US dollars at the rates indicated

The accompanying notes form an integral part of this profit and loss account
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Consolidated Balance Sheet
As at 31 December 1990

1990 1989 1990 1989
Notes £000 £000 $000 5000
Fixed Assets
9 Intangible assets 350,000 350,000 675,500 564,375
10 Tangible assets 136,223 156,583 262,910 252,490
1 Investments 12,543 19. 24,208 31.886
498,766 520,357 962,618 848,751
Current Assets
12 Stocks and work in progress 61,955 91.004 119,573 146,744
13 Debtors 606,234 648.778 1,170,032 1.046.155
14 Investments 8,679 6.759 16,751 10.899
Cash at bank and in hand 229,455 3.017 442,847 376,707
906,323 980,158 1,749,203 1,580,505
15 Creditors: Amounts falling due within one vear (85,688)  (1.149.858)  (1,902,377)  (1.854.146)
Net Current Liabilities (79,365) (169,700) (153,174) 641)
Total Assets Less Current Liabili 419,401 356,057 809,444 .10
16 Creditors: Amounts falling due after more
than one year (534,647) (535.618)  (1,031,869) (863,084)
17 Provisions for Liabilities and Charges (118,081) (151,170) (227,896) (243.762)
Net (Liabilities) (233,327) (330,131) (450,321)
Capital and Reserves
18 Called up share capital 25,711 25,505 49,622 +1,127
19 Share premium 194,275 192,721 374,951 310,763
19 Merger reserve (829,417) (797.811)  (1,600,775) (1.286.470)
19 Other reserves 291,955 196,247 563,473 310447
19 Profit and loss account 73,847 40,927 142,525 05,995
Shareholders’ Funds (243,629) (342411) (470,204) (552.138)
Minority interests 10,302 12.280 19,883 19.802
Total Capital Employed (233,327) (330,131) (450,321) (532,330)

Signed on behalf of the Board on 24 May 1991
Directors

RE Lerwill

MS Sorrell

The main reporting currency of the Group is the pound sterling and the accounts have been prepared on this basis

Solely for convenience, the accounts set out on pages 43 to 47

are also presented expressed in Us dollars using the
approximate average rate for the vear for the profit and loss account ( 1990: $1 “H™

effecton 31 December for the balance sheets (1990: §1.9300=

A1.1989 §1 0317=x 1) the rate in

£1,1989: 81.6125=41). and a combination of these for the
stutement of source and application of funds. This translation should not be construed as @ representation that the pound

sterling amounts actually represent. or could be converted into, 1S dollars at the rates indicaed

The accompanying notes form an integral part of this balance sheet

= 4w = WPP Group pl



Company Balance Sheet
As at 31 December 1990

1990 1989 1990 1989
Notes £000 £000 $000 $000
Fixed Assets
10 Tangible assets aso 756 886 1,219
11 Investments 460,195 353,140 888,176 569,438
460,654 353,896 889,062 570,657
Current Assets
13 Debtors 64,521 292,058 124,526 470,944
Cash at bank and in hand 14,768 10,640 28,502 17,157
79,289 302,698 153,028 488,101
0,206
15 Creditors: Amounts falling due within one vear (42,647) (62,143) (82,309) (10 ).
Net Current Assets 36,642 240,555 70,719 ;i;i:;
Total Assets Less Current Li ities 497,296 594,451 959,781 -
16 Creditors: Amounts falling due after more
142,343)
than one year (18,500) (88,275) (35,705) ((14.635)

7 i for Liabilities and g (2,958) (9,076) (5,709)

801,574
Net Assets 475,838 497,100 918,367

Capital and Reserves
18 Called up share capital 25,711
19 Reserves 450,127

49,622 41,127
868,745 760,447

R ) a01.574
Total Capital Employed 475,838 497,100 918,367

Signed on behalf of the Board on 24 May 1991
Directors

RE Lerwill

M S Sorrell

s hav repared on this basis
The main reporting currency of the Group is the pound sterling and the accounts have been prep

ges 43 to 47 are also presen ssed in US dollars using the
N I gany e accounts set out on pages 43 to 47 ented expresse

appro; 990: §1.7872=£1, 1989: $1.6317=&1), the rate in

=&1).1 bination of these for the
effect on 31 December for the balance sheets (1990: $1.9300=£1, 1989: $1.6125=41). and a combi )
as a representation that the pound

mate average rate for the vear for the profit and loss account (1

statement of source and application of funds. This translation should not be construed

15 dollars 4 ates indicated.
sterling amounts actually represent, or could be converted into, US dollars at the rates indic

The accompanying notes form an integral part of this balance sheet
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Consolidated Statement of Source and Application of Funds

For the year ended 31 December 1990

Source of Funds
Profit before tax

Depreciation

Increase in other provisions

Total Funds from Operations

Funds from other sources:

and preference shares

Exchange movements

Application of Funds
Dividends paid
Taxation paid
Repayment of loans

Increase in fixed

1990 1989 1990 1989
£000 £000 $000 $000
90,040 =5.039 160,919 122,441
Items not involving the movement of funds:
25,464 19.829 45,509 32355
3,296 5,891 3728
(Profit) loss on disposal of tangible fixed assets (657) (1,174) 369
(3,096) (5,533) (3,763)
115,047 205,612 155,130
Taxation and provisions assumed on
of subsidiary - 132,145 - 213.084
Drawdown of medium and long term debt 75,305 342,424 145,339 558,733
Rescheduling of short term debr as long term 30,737 - 59,322 -
Proceeds from issues of ordinary
as 214,119 82 349,378
Proceeds from sale of tangible fixed assets 8,483 5.239 15,161 8,548
27,848 9.928 47,271
Shares issued as part consideration of the
acquisition of subsidiary undertakings* 10,431 8,837 18,642 14419
267,897 491,429 1.321.851
27,529 49,200 20,429
33,236 59,399 92,930
21,246 35,108 10.675
Purchase of intangible fixed assets - - 285.548
Purchase of tangible fixed assets* 32,816 84.569 58,649 137.991
tinvestments 2,634 15.275 4,707 24.924
Decrease (increase) in creditors and provisions due
after more than one year* 52,488 (68.999) 101,302 (1r2en)
Decrease (increase) in minority interests 1,978 (11.100) 3,818
41,848 655911 74,791 1.070.250
213,775 926,671 386,974 1,513,587

WPP Group ple




Consolidated Statement of Source and Application of Funds

For the vear ended 31 December 1990

Increase (Decrease) in Working Capital*
Stocks and work in progress

Debrors

Investments

Creditors: amounts falling due within one

1990
£000

(29,049)
(32,176)

(4,565)
74,545

1989 1990 1989
£000 $000 5000
56,664 (56,065) 91,371
376,350 (62,100) 606,864
(7,153) (8,810) (11,533)

(594,408) 143,872 (958,484)

8,755 (168,547) 16,897 (271,782)
45,367 49,641 87,558 80,046

Movements in Net Liquid Funds™
Casbiat Bank (4,162) 141,025 (8,033) 227,403
Bank loans and overdrafts 40,529 (91.384) - (147,357)

45,367

49,641 87,558 80,046

“The effects of the acquisition of subsidiary undertakings on the above statement was as follows:

Net Assets Acquired:

Tangible fixed assets

Net current assets

Long term creditors and provisions
Goodwill

1990
£000
1,382
9,065
(4,533)

47,762

1990
$000
2,470
16,201
(8,101)
74,791

85,361

The main reporting currency of the Group is the pound sterling and the accounts have been prepa

Solely for convenience. the accounts set out on pages 43 to 47 are also presented expresse:

approximate a

rage rate for the year for the profit and loss account (1990: §
effect on 31 December for the balance sheets (1990: §1.9300=41, 1989: §1.6125
statement of source and application of funds. This translation should not be construed as 4 representati

1990 1990
£000  $000
18,642

Discharged by:
Shares 10,431

Cash paid

and accrued 37,331 66,719

47,762 85,361

red on this basis.
d in US dollars using the
1.7872=£1, 1989 81.6317=41). the rate in
1. and a combination of these for the
on that the pound

sterling amounts actually represent, or could be converted into, US dollars at the rates indicated.

The accompanying notes form an integral part of this statement.
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Notes to the Accounts

1 Segment Information
The Group provides marketing services both on a national and a multi-national basis. Contributions to Group

revenue by geographical area were as follows:

1990 1989
£000 £000
United Kingdom 274;218
North America 600,042
Rest of the World 92,840
1,264,100
2 Operating Profit
Operating profit is stated after charging (crediting):
Cost of sales 108,594 Jozn
Administration and other operating expenses 944,082 e
Other operating income (1:840) e
These amounts include:
Depreciation of and amounts written off
-~ owned tangible fixed assets 24,828 18,756
~assets held under finance leases and hire purchase contracts s o7
Operating lease rentals
~ plant and machinery 14458
= praperty 72,085
Hire of plant and machinery 1i080
Auditors' remuneration 2744
Exceptional items
- inducements to enter property leases (6:976) B
~accrual for costs of debt refinancing (note 16) 8,000 -
~accruals for ion and i ion to be i in 1991 6,000 -
- release of liabilities provided for in prior years but proved not to be required (7,950 -
3 Interest Payable and Similar Charges
On bank loans and overdrafts, and other loans:
- repayable within five years, by instalments et >
- repayable within five years, not by instalments 14,388 A0
14,819 11.853

On all other loans 42,387 31002

57,206 43,515

S WP Group ple



Notes to the Accounts

of and
1990 1989
€000 £000
Emoluments of directors and employees during the year amounted to:
Wages and salaries 531,208 393,497
Social security costs 49863 36,534

Other pension costs

22,750 16,802

603,521 446,833
The average weekly number of persons employed by the Group during the year was as follows:
1990 1989
Number Number
602
United Kingdom s ;
Overseas 12
........... ox,68 17,568
Directors' emoluments:
Directors of the Company received the following remuneration: 1§56 1989
£000 £000
1,179 1,165

Emoluments including profit related bonuses and pension contributions

de £507,000
luments without affecting
the United Kingdom.

The directors’ emoluments shown above (excluding pensions and pension contributions) inclu
(1989: £629,000) in respect of the highest paid director who waived £93,000 of contractual emo)
A ices in
his contractual position. No emoluments were received by the chairman in respect of his service
sy in
: i asion contributions) i
Other directors based in the United Kingdom received emoluments (excluding pensions and pe

the following ranges

1990 1989

Number Number

" 1

&nil to £5,000 1 !
£40,001 to £45,000 2 2

£75,001 to £80,000 - 1
£255,001 to £260,000
£300,001 to £305.000

1 -

aid in March 1990 relating
The 1990 emoluments of the director in the highest band above includes a bonus of £106,666 P

to performance in periods prior to that date.
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Notes to the Accounts

5 Tax on Profit on Ordinary Activities
1990 1989
€000 £000
The tax charge is based on the profit for the year and comprises:
Corporation tax at 35% (1989: 35%) 14,022 7,228
Deferred taxation 748 6,025
Overseas taxation 21,606 21,279
36,376 34,532
The Group’s effective rate of tax is greater than the United Kingdom corporate tax rate of 35% due to the significant level
of overseas income subject to higher rates of taxation.
6 Dividends Paid and Proposed
Preference
8.25p (net) Convertible Cumulative Redeemable Preference shares of 10p each 17,648 8,413
The charge for preference dividends includes amounts set aside for future payments which cannot currently be made
due to the insufficiency of distributable reserves in the Company (note 17).
Ordinary
Interim - nil (1989: 11.3p per share) - 4,588
Final - nil (1989: 12.9p per share) - 5.325
- 9913
7  Earnings per Sha
The basic earnings per share have been calculated using the profit attributable to ordinary shareholders of £32,920,000
(1989: £29,788,000) and the average number of Ordinary shares in issue during the year of 42,134,778 (1989
40,809,466 shares).
The fully diluted earnings per share has been calculated assuming the full issue of Ordinary shares for all exercisable
Convertible Preference shares, Warrants and Options in issue at 31 December 1990
In 1990 and earlier years, the Group acquired companies on terms which may give rise to further consideration payable
in the form of shares depending on their profit performance (note 21). It is not possible to estimate accurately the
number of shares which may be issued and consequently no potential dilution has been taken into account in
calculating the Group's fully diluted earnings per share.
8  Contributions to Consolidated Profit

As provided by the Companies Act 1985 5.228, the profit and loss account for the Company alone has not been presented
Included within the consolidated profit for the financial year is a loss of £15.616,000 (1989: profit £41.423.000) in
respect of the Company. The consolidated profit before tax includes £2,238,000 (1989: £20,370.000) contributed by
companies acquired during the year.
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Notes to the Accounts

Intangible Fixed Assets

1990 1989
£000 £000
50,000
Corporate brand names 350,000 3

Corporate brand names represent the directors’ valuation of the brand names J Walter Thompson and Hill and Knowlton
which were valued in 1988, and Ogilvy & Mather acquired in 1989 as part of The Ogilvy Group, Inc. These assels.h’a've
been valued in accordance with the Group's accounting policy for intangible fixed assets and in the course of this
valuation the directors consulted their advisers, Samuel Montagu & Co. Limited.

Tangible Fixed Assets
a) Group
The movement in the year was

Eauipment Totat
£000 €000
Cost or valuation .
,909 195,60
Beginning of year i Toiess ’: 217 2,620
New subsidiary undertakings - o |’m
Additions 1,024 8,938 21, (s.881)
Disposals (1,449) (2,451) ("'g:;)) (20,600)
.61 "
Exchange adjustments (822) 19,473) @08 (1,688)
Revaluation (1,688) - e
e LTS—— . . ,012 191,494
End of year 17,212 76,270 *
Depreciation: 39,026
x 279 11,445 27,302
Beginning of year 1,053 1,238
85 v
New subsidiary undertakings - ! 8,499 25,464
Charge 498 ede7 by (8,055)
Disposals (s) {,4m (e i)
Sposals (155) (2,196) (2
Exchange adjustments SS— :
- . 8,160 55,271
End of year il 16,400 ’
Net book value:
870 59,852 136,223
31 December 1990 18;501 o0
,108 68,607 156,583
31 December 1989 18,808 °e

leasehold and £56.635,000
Leasehold land and buildings comprises £3,235,000 (1989: £3,485,000) held on long ea: o o
(1989: £64,623.000) held on short leasehold. Leased assets (other than leasehold property
book value of A843.000 (1989 £1 .812,000).

iidings Include certs ties
and buildings include certain proper
Basis of valuation: Fixtures, fittings and equipment are shown at cost. Land and building v an open et extting
vOrs. Va $), onan g - -
professionally revalued during 1989, by Messrs James Andrew Badger (Surveyors & V .1Iuedr ’ e market. ¢
) cluded in respect of reva
use basis. Other properties are included at historic cost to the Group. The amount include P - 050,000

such land a ngs is
Properties is £13.226.000 (1989: £16.440.000); the historic net book value of such land and building
(1989: £8.542.000)
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Information on the Company’s principal operating subsidiary undertakings and divisions is shown in note

52 WPP Granp ple

10 Tangible Fixed Assets continued
b) Company
The movement in the year was as follows:
Fixtu
Fittings &
Equipmont Total
£000 £000
Cost or valuation:
Beginning of year 934 1,223
Additions 182 322
Disposals (222) (408) (630)
End of year 207 708 915
Depreciation:
Beginning of year 102 365 467
Charge 73 289 362
Disposals (148) (228) (373)
End of year 27 a29 ase
Net book value
31 December 1990 180 279 459
31 December 1989 187 569 756
11 Fixed Asset Investments
The following are included in the net book value of fixed asset investments
Group Company
ot
Investmonts
£000
Beginning of year 17,808 1,966 19,774 353,140
Additions - - - 107,055
Share of profits of associated undertakings 2,634 = 2,634 -
Transferred to current asset investments (note 14) (6,485) - (6,485) -
Reclassification of investments 643 (643) - -
Exchange adjustments (3,164) (216) (3,380) -
End of year 11,436 1,107 12,543 460,195
Included within Company additions are amounts arising due to the capitalisation of inter-company loans
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Notes to the Accounts

Stocks and Work in Progr.

s
The following are included in the net book value of stocks and work in progress:

Group
1980 1989
€000 £000
Raw materials and consumables 673 561
Work in progress 58,923 88,634
Finished goods and goods for resale 2,359 1'80?_‘
61,956 91,004
Debtors
The following are included in the net book value of debrors:
Amounts falling due within one
e Company
1950 1969 1980 1989
£000 £000 £000 £000
Trade debtors 491,187 532,652 - S -
ACT recoverable 7,428 7903 4,756 560
Corporate income taxes recoverable 5,160 13,156 1o 3.?;;3
VAT and sales s recoverable 10,080 4,700 S50
Other debtors 35,039 28,165 92
Prepayments and accrued income 42,424 42928 7,693

Amounts owed by subsidiary underta

591,318 629,574

Amounts falling due after more than one vear:
Other debtors 11,955

7,249 -

Prepayments and acerued income

Amounts owed by subsidiary unde:

o s SR RS 4% 98 5 605 T AN S S o casat 292,058
Total debtors 648,778

Investments

The following

included in the net book value of investments:
ded i e aroup

1990 1989
£000 £000

sasury bonds listed overseas, at cost

2,194
Unlisted investments. at cost

6,485 =
Investment listed in the UK .

8,679

¢ holding in Abbott Mead Vickers ple and is shown

The investment histed in the UK represented the Group’s 22.9 per

Fobruary 1991 fi ~.708.000
at costplus share of profits sinee acquisition. The investment was sold in February 1991 for £7.708.00
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15 Creditors: Amounts falling due within one year
The following amounts are included in creditors falling due within one year:
Group Company
1990 1989 1990 1989
£o00 £000 £000 £000
Bank loans and overdrafts (note 16) 63,497 117,439 12,996 30,408
Unsecured loan notes 4,413 - 4,413 -
Trade creditors 560,298 605,176 - -
Taxation and social security 80,342 99.351 13,626 7,500
Due to vendors of acquired companies 19,714 11,691 - -
Dividends payable and proposed = 12,839 = 12,839
Deferred income 40,027 59.224 - -
Other creditors and accruals 217,397 244,138 11,612 11,396
985,688 1,149,858 42,647 62,143
16 Creditors: Amounts falling due after more than one year
The following are included in creditors falling due after more than one year:
Group Company
1990 1989 1990 1989
£000 £000 £000 £000
Bank loans 451,116 426,470 10,000 81,100
Unsecured loan notes 7,930 15,066 1,170 7175
Corporate income taxes payable 24,164 5,933 6,159 -
Due to vendors of acquired companies 1,611 1,219 - -

Other creditors and accruals 49,826 86,930 1,171 -

534,647 535,618 18,500 88,275

In April 1991, the Group entered into a new credit agreement with a syndicate of international banks. The terms of this

agreement have been incorporated into these accounts where appropriate.

Under the agreement, term borrowings of US8604.5 million assumed on the acquisitions of JWT Group, Inc. and
The Ogilvy Group, Inc. are repayable in semi-annual instalments over the four years commencing June 1993. Interest is
payable at a variable rate linked to US$ LIBOR and for a significant proportion of the borrowings is capped for the next

three years.

The credit agreement which incorporates certain new covenants has also consolidated certain of the Group's existing
uncommitted working capital and other medium term loans int a new committed medium term facility: The majority of
this facility is 1 be repaid or refinanced by June 1993

Borrowings under the credit agreement are secured by pledges of the issued share capital of the majority of the

Group’s subsidiary undertakings.

ants to subscribe

The unsecured loan notes are repayable during the years 1991 1 1997 Certain of the notes carry wa
for Ordinary shares of the Company (note 18)

=S WPP Group ple
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Analysis of bank loans and unsecured loan notes by years of repayment:

Within 1-2 years
Within 2-5 years
Over sy

Provisions for Liabilities and Charges:

Provisions for liabilities and charges comprise:

Deferred taxation
Property

Pension and other
Preference dividends

Group Company
1990 1989 1990 1989
£000 £000 €000 £000
2,131 45,921 - 5,076
310,586 218,504 11,170 62,670
146,329 177,111 - 20,529
459,046 441,536 11,170 88,275

Group Company
1990 1989 1990 1989
£000 £000 £000 £000
34,664 41,721 - 9,076
39,757 54,691 = -
40,702 54,758 - -
2,958 - 2,958 -
118,081 151,170 2,958 9,076

Deferred tax has been provided to the extent that the directors have concluded, on the basis of reasonable assumpK;OﬂS
and the intentions of management, that it is probable that liabilities will crystallise. There is no ma(crifl unprO‘;'de
deferred tax at 31 December 1990 and no provision has been made for tax that would arise on the remiance o )
overseas earnings. At 31 December 1990, the provision for deferred taxation comprises current timing differences of
£11,104.000 and non-current provisions of £23,560,000.

Property provisions comprise amoun

undertakings which entail commitments in excess of foreseeable requirements.

Pension and other provisions includes £29,586,000 in respect of pension obligations.

ition of subsidiary
et aside in respect of property leases assumed on acquisition 0

i ence shares
Provision has been made for dividends on the 8.25p (ner) Convertible Cumulative Redeemable Prefert

(note 6) which fall due in respect of 1990 but which have not vet been paid.

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

Beginning of year

Charged (credited) to
profit and loss account

Released unused

Utilised

Transferred t current
taxation

Exchange adjustments

End of vear

Dotorred
Taxation

£000

41,721

(3,940)
(3,8685)

34,664

Proporty
£000
54,691

(6,411)

,523)

39,757

Group
Ponsion
& Other

£000
54,758
4,073
(777)

(9,365)

(7,987)

40,702

2,958

2,958

Taxation
£000

9,076
(6,086)

(2,990)

Company

Proforence
Dividends

£000
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18 Called up Share Capital
1990 1989
€ &
Authorised:

106,000,000 (1989: 106,000,000) Ordinary shares of 10p each 10,600,000 10,600,000

214,000,000 (1989: 214,000,000) 8.25p (net) Convertible Cumulative Redeemable
Preference shares of 10p each 21,400,000 21,400,000
200 (1989: 200) Deferred Redeemable Convertible shares of £1 each 200 200
10,000 (1989: 10,000) “A™ Ordinary Convertible shares of 10p each 1,000 1,000
1,007 1,007

32,002,207 32,002,207

Allotted, called-up and fully-paid:

43,265,814 (1989: 41,098,703) Ordinary shares of 10p each 4,326,581 4,109,870

213,826,148 (1989: 213,932,439) 8.25p (net) Convertible Cumulative Redeemable
Preference shares of 10p each 21,382,615 21,393,244
200 (1989: 200) Deferred Redeemable Convertible shares of £1 each 200
5,000 (1989: 10,000) “A” Ordinary Convertible shares of 10p each 1,000
1,007

25,710,896 25,505,321

During the year the Company allotted the following shares:

- 1,885,528 Ordinary shares with a nominal value of £188,552 and at a premium of £10,241,905 in consideration for the
acquisition of subsidiary undertakings.

- 281,583 Ordinary shares with a nominal value of £28,159 and at a premium of £1,553,512 in respect of the conversion
of Convertible Preference shares and Convertible Unsecured Loan Notes and of the exercise of share options held by
employees of the Group and of Subscription Warrants.

The Convertible Cumulative Preference shares are ordinarily convertible at the option of the holder on 30 June and

31 December in each of the years up to and including 2009 on the basis of £14.70 in nominal amount of Ordinary shares
for every £100.00 in nominal amount of Convertible Preference shares held. After conversion of 75% of the Convertible
Preference shares, the Company has the right to require the conversion of the outstanding balance

The Deferred and "A” and “B" Convertible shares were issued to the vendors of certain companies acquired during 1986
and 1987 and are convertible into Ordinary shares of the Company in the period up to 31 May 1992. The number of
Ordinary shares into which the Deferred or Convertible Shares may be converted is dependent upon the level of future
profitability of the company acquired

5,044,891 Subscription Warrants are in issue each of which carry the right to subscribe for one Ordinary share of the
Company on 30 June in each of the vears 1991 to 1996 inclusive at a subscription price of 1000p. Additionally, certain of
the Group’s unsecured loan notes carry warrants to subscribe for 875,000 Ordinary shares of the Company at a price
of 890p per share

Options have been granted under the WPP Group plc Executive Share Option Scheme over a total of 2,891,115 ( 1989
3.127,428) 10p Ordinary shares, exercisable between 1991 and 2001 at prices per share ranging from 358p to 755p.

=56 - WP Group plc
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Reserve:

a) Group

Movements during the year were as follows:

Othor  Profita Loss

€000 £000 €000
Balance at beginning of year 192,721 196,247 e
Premium on shares issued during the year (note 18) 1,554
Goodwill arising on consolidation written off (note 20) (41,848)
Revaluation of tangible assets
Currency translation movement 32,020
Retained profit for the year
Balance at end of year 194,278 (e29,417) 201,958 fanid

il comprise: Capital Reserve £1,847, T £108,898,000;
y tion Reserve ,898,000;
) Serves at 31 December 1990 comprise: Capital Res: 1,847,000; Currency Translati

and Revaluation Reserve £181,210,000
b) Company

Movements during the year were as follow:

-
Sharo worgor
Promium Rosorve
£000 £000
192,721 254,822 24,052
Balance at beginning of year s s

Premium on shares issued during the year (note 18)

Loss for the financial year

Dividends paid and provided (notes 6 and 17)

(17,648)

265,064 (9,212)

Balance at end of year

ime amounting 1
jum account at that ti

In the 1987 accounts, and under court sanction, the balance on the share premium o ence s reserve his
) . For

£211,090,000 way cancelled and transferred to a non-distributable special reserve.

been disclosed above with the merger reserve.

Acquisitions

in specific areas.
ional coverage in sp
In 1990 the Group made several acqui 1o streng its ic and functios

N uisitions.
No material fair value adjustments were necessary in respect of these acq

gether with amounts paid " . y
n 9 espect of earlier acquisitions, gave rise to goodwill of £41,848,000
: ons. ith amounts inres f earlier acquisitions, gave

(note 19)
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and other
a) Capital Commitments
Atthe end of the vear, capital commitments were:

Group
1990 1989
£000 £000

Contracted for but not provided for 2,040

Authorised but not contracted for 2,127

b) Contingent Liabilities - Acquisitions

Acquisitions made in 1990 together with earlier acquisitions (excluding JWT Group, Inc. and The Ogilvy Group, Inc.)
may give rise to further consideration resulting in goodwill, in addition to the initial payments referred to above. Any
further payments will be payable in cash and Ordinary shares of the Company dependent upon the level of profitability
of these acquired entities over various periods up to 31 December 1995. It is not practicable to estimate with any
reasonable degree of certainty the total additional consideration to be paid. However, the directors estimate that the
maximum additional payments which may be payable in respect of all subsidiary undertakings, including amounts
accrued in the balance sheet at 31 December 1990, would be:

Payablo in
Shores cash Total
£000 €000 £000

Within one year from 31 December 1990 12,951 26,307 39,258

Within two to five vears 35,978 35,278 71,256

48,929 61,585 110,514

The above analysis assumes that the vendors choose cash rather than shares where the option exists. The analysis also

assumes that the Company issues shares where the option exists, although in many cases it has the right 1o settle with
cash if it 50 wishes. Consideration received as

ares must generally be retained by the vendors for a minimum period of
three years

Taking into account only profits from those companies entitled to receive future payments, there would be no reduction
in the net assets of the Group over this period. The cashflow projections for these companies for the same period
indicate a net cash generation after taxation considerably in excess of these maximum contingent cash payments. It is
not possible to estimate accurately the effect of future considerations payable in respect of these acquisitions on the
Group's fully diluted earnings per share (note 7)

©) Credit Agreement Fees

Under the terms of the Group's credit agreement (note 16), the following fees may become payable to the lenders.
(i) a succes

fee payable after June 1993 and calculated by reference to a notional pool of four million Ordinary share
options of the Company: The amount of the fee is determined by the excess of the market value of the Ordinary shares at
the date of notional exercise over the strike price which is a minimum of £2.50 and a maximum of £+4.50. The strike
price is subject 1o an upward adjustment for each $1 million by which the Group's credit facilities have been reduced by
June 1993, potentially reducing the fee payable. The maximum fee payable is £10 million

(i) a fee payable in june 1993 and calculated by reference to the amount of contingent acquisition pavments settled. at
the Company’s option, by cash rather than shares to the extent that further cash is not raised by the Company to fund
such cash payments. The maximum fee payable is £4 million

No provision has been made for these fees in the accounts

WPP Group ple
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d) Lease Commitments

The Group has entered into non-cancellable leases in respect of plant and machinery. The total annual remal (x;ncludmg
interest) for 1990 was £14.458.000 (1989: £8,428,000). The lease agreements provide that the Group will pay a

insurance, maintenance and repairs.

i nual rental on these
In addition, the Group leases certain land and buildings on short term and long term leases. The an

i tiation at
leases for 1990 was £72,085.000 ( 1989 457.822,000). The rents payable under these leases are subject to renegot

i i irs of these properties.
various intervals specified in the leases. The Group pays all insurance, maintenance and repairs p

The minimum annual rentals payable in 1991 under the foregoing leases are as follows:

Group
Proporty
£000
Inrespect of operating leases which expire: 3,477 5,139
- within 1 year 9,094 24,073
- within 2-5 years

37,206
- after 5 years

13,180 66,418

€) Pension Arrungements f d benefits of which vary with
— s rms an: i

The companies within the Group operate a large number of pension schemes, the fo s g, in mosi S8, are
5 is Vv trustee: 3 SHCASCS:

conditions and practices in the countries concerned. The schemes are administered by

independent of the Group. The Group pension costs are analysed as follows:

Group
1990 1989
£000 £000
17,788 13.831
Defined contribution schemes

4,962 2971
Defined benefit schemes . .

22,750 16,802

e pension cost is assessed in accordance with the dvice of qualified actuaries
! i ith the advice of qu:

' it schemes exis nsion cost is assessed in accordance :
schemes ey x ¢

that in general the return on plan assets
5%. The market value of the plan assets
oximately 113% of the benefits which

using, in general, the projected unit credit method. The latest actuarial
ed by the actuaries were

within the last two vears. The major assumptions used by the actuaries we

would be 9% and that both salary increases and pension increases would be

appro
totalled £88m. and the actuarial value of the assets was sufficient to cover app!

had acerued to members after allowing for expected future increases in s

WPP Group ple = 50 -
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22 Principal

The Company’s principal subsidiary undertakings and divisions at 31 December 1990 are shown below together with
a note of their activity and country of operation or registration. Companies or divisions marked with an * were acquired
during the year. The Company directly or indirectly held 100% (except where indicated) of each class of the issued shares

of the subsidiary undertakings.

Company
Strategic Marketing Services
The Henley Centre

Media Advertising

Cole & Weber

Conquest Europe

J Walter Thompson Company
LansdownEuro

Ogilvy & Mather Worldwide
Scali McCabe Sloves (80%)

Public Relations

Adams & Rinehart

Carl Byoir Associates

Hill and Knowlton

Ogilvy & Mather Public Relations
Timmons and Co.

Market Research

Millward Brown International
MRB Group

Research International

Non-Media Advertising
Coley Porter Bell

Business Design Group
Greaves Hall

McColl Group

Oakley Young
SampsonTyrrell

SBG Partners

The Walker Group/CNI

VAP Group

P&L International Vacationers
The Grass Roots Group (50%)
Einson Freeman

Mando Marketing

Scott Stern Associates
Promotional Campaigns

The Marketing Consultancy

MetroVideo

- 60 = WP Group ple

Activity

Strategic Marketing Consultancy

Media Advertising
Media Advertising
Media Advertising
Media Advertising
Media Advertising
Media Advertising

Public Relations
Public Relations
Public Relations
Public Relations
Lobbying and Government Relations

Market Research
Market Research
Market Research

Brand and Corporate Identity Design

Graphics & Design

Graphics & Design

Graphics & Design

Graphics & Design

Graphics & Design

Graphics & Design

Graphics & Design

Graphics & Design

Incentive & Motivation

Incentive & Motivation

Sales Promotion

Sales Promotion

Sales Promotion

Sales Promotion Consultancy

Sales Promotion and
Marketing Consultancy

Audio Visual Products/Services

Country

England

USA
Europe
USA
England

England
USA
England

England
England
England
England
England
England
USA

UsA

England
England
England
USA

England
Scotland
England

England
England
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Company
Specialist Communications

A Eicoff & Co.

Anspach Grossman Portugal
Brouillard Communications
Entertainment Group

EWA

HLS CORP

J Walter Thompson Direct

J Walter Thompson Healthcare
Mendoza, Dillon & Asociados
Ogilvy & Mather Direct

Pace Communications Group
Reese Communications Companies
Seiniger Advertising

Thomas G Ferguson Associates®
Thompson Recruitment Advertising

Manufacturing
Alton Wire Products
North Kent Plastic Cages

Staffords
Refrigeration (Bournemouth)

ire Holloware

Non-coterminous year-en

Activity

Direct Marketing

Corporate Identity

Business to Business Advertising
Entertainment Industry Advertising
Database Marketing

Specialist Healthcare Advertising
Direct Marketing

Healthcare Advertising

Hispanic Advertising

Direct Marketing

Real Estate Marketing

Public Affairs

Motion Picture Advertising
Specialist Healthcare Advertising
Recruitment Advertising

Manufacture of Wire Products

Manufacture of Wire and Sheet Metal
Products

Manufacture of Aluminium Products

Sale and Installation of Shopfitting
Equipment

The following subsidiary undertakings have year-ends other than 31 December:

Millward Brown International Plc
Dawestyle Limited
Prophaven Limited

Millward Brown International was acquired on terms whereby further consideration is payal

31 March
31 March
30 November

USA

England

England
England

England

ble based on the audited profits

of Millward Brown over the five years ending 31 March 1994; accordingly the financial year-end has not been changed.
The 1990 Group financial statements include accounts in respect of Millward Brown prepared for the year ended

31 December 1990

Neither Dawestyle nor Prophaven trade

WPP Group plc = o1 -




Notice of Annual General Meeting

Notice is hereby given that the twentieth Annual General Meeting of the members of WPP Group ple will be held at
The Savoy Hotel, The Strand, London WC2 on 24 June 1991 at 12.00 noon when the following Ordinary business will be
proposed:

1 To receive and, if approved, adopt the directors’ report and audited statement of accounts for the year ended

31 December 1990.

2 Tore-elect as directors
aMrJ R Symonds
b Mr S H M King.

3 To re-appoint Messrs Arthur Andersen & Co. as auditors of the Company and to authorise the directors to fix their
remuneration

s

That the directors be and are hereby empowered pursuant to Section 95 of the Companies Act 1985 (the “Act™) to allot

equity securities (within the meaning of Section 94 of the Act) pursuant to the authority conferred upon them by paragraph
1(C) (3) of a Special Resolution of the Company passed on 15 June 1989 as if sub-section (1) of Section 89 of the Act did not
apply to any such allotment provided that this power shall be limited to the allotment of equity securities pursuant to the
terms of any employees' share option scheme approved by the members of the Company in general meeting and otherwise
up 0 an aggregate nominal value of £216,000 and that this power shall expire at the Annual General Meeting of the Company
to be held in 1992 or on the expiry of the 15 month period following the passing of this Resolution (whichever is the earlier)
but 50 that this power shall allow the Company, before the expiry of this power to make offers, agreements or such other
arrangements which would or might require equity securities to be allotted after such expiry and o that the directors may,
notwithstanding such expiry, allot equity securities in pursuance of such offers, agreements or other arrangements as if the
power conferred hereby had not expired

>

To transact any other business proper to an Annual General Meeting,

By Order of the Board Industrial Estate

CF Schulten Hythe, Kent CT21 6PE
Secretary 24 May 1991
Notes

Amember entitled to attend and vote at the Meeting may appoint one or more proxies to attend and, on a poll, vote instead
of him. A proxy need not also be a member.

To be valid the form of proxy and the power of attorney or other authority, if any. under which it is signed or notarially
certified or office copy of such power or authority, should reach the offices of the Registrars of the Company at least forty-
eight hours before the time appointed for holding the meeting or any adjournment thereof.

The following documents will be available at the registered offices of the Company on any weekday except Saturday

during normal business hours and at the place of the meeting for a period of fifteen minutes before and during the meeting
(i) A staement of the transactions of each director and his family interests in the shares of the Company

(ii) A copy of the Company’s contracts of service pertaining to Mr R E Lerwill. Mr David Ogilvy. Mr G C Sampson and

Mr M S Sorrell. There are no other written directors” service contracts of more than one vear's duration

02 = WP Cronp ple



Financial Calendar

Interim Statements for half-years ending 30 June are issued in August.
Preliminary Announcements of results for financial years ending 31 December are issued in March.
Annual Reports are posted to shareholders in May.

Annual General Mcetings are held in London in June.
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WPP Group Contacts

United Kingdom
WPP Group plc
27 Farm Street
London

WIX 6RD

Tel: 071 408 2204
Fax: 071 493 6819

Contacts

Jeremy Bullmore

Director

Feona McEwan

Corporate Communications Director

Continental Eul
WPP Europe

36 Rue Brunel
75017 Paris

Tel: 331 4572 3565
Fax: 331 4572 0482

Contact
Michel Richardot
Director, WPP Europe

WPP Europe

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

Contact

Jan Hall

European Business
Development Director

WPP Group pl

United States

‘WPP USA

466 Lexington Avenue
New York

NY 10017

Tel: 212 210 6900

Fax: 212 210 6985

Contacts

Russell Boyle

Corporate Development Director
Grace D'Alessio

Executive Assistant

Asia Pacific

WPP Asia Pacific

Suite 1008A Shui On Centre
6-8 Harbour Road

‘Wanchai

Hong Kong

Tel: 852 864 4708

Fax: 852 537 1896

Contact
Simon Lewis
Business Coordination Manager
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