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Following our launch in 1995, Adweek referred to the

company as ‘The fastest growing start-up in the history 

of advertising’. In the decade since, we have maintained

the momentum. 2004 marked the tenth consecutive year

of organic growth, and saw increases in revenue, profit

before tax and group earnings per share. 

We set out with a clear business model to fill a market 

gap with a clear positioning. The model was to grow

through start-ups based on a straightforward 80/20

ownership ratio. The gap that we would exploit lay

between the one off boutiques and the sprawling

conglomerates. The positioning is driven by the 

company’s powerful core philosophy: simplicity sells.

GGooiinngg  ffoorr  ggrroowwtthh  

The company passed a significant milestone on 

14 July 2004, when we floated on London’s Alternative

Investment Market (AIM). 

We floated primarily to expand. M&C Saatchi’s creative

resource has never been in question and this has helped

us become the world’s largest independent network. 

However, our limited geographical presence denied us

markets that offered substantial potential in their own

right. It also hampered our ability to service multinational

clients, who need a genuinely international capability. 

OOffffeerriinngg  mmoorree

Our strategy remains on course. Our East and West 

coast operations in America have been incorporated 

into one management structure. We have begun preparing

for major expansion throughout the Asia Pacific region 

and we are about to launch the first of our continental

European offices, which will include France, Germany, 

Italy and Spain. 

We have also expanded our offering. Advertising was 

our first love and greatest revenue generator, but 

we can now support clients in other ways: online and with

design, branding, direct marketing, sponsorship and PR. 

JEREMY SINCLAIR’S INTRODUCTION
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M&C Saatchi was launched in 1995. The aim was
to be the world’s most sought after agency 

The company is now the world’s largest
independent network, with headquarters in

London and regional centres covering America,
Asia Pacific and Europe 

It employs over 750 people 
and works for more than 200 clients



MM&&CC  SSaaaattcchhii

An international advertising agency with offices in 

13 locations worldwide. Led by four Executive Directors 

with over 20 years of working together. The agency’s

clients include British Airways, Dixons Group, The Royal

Bank of Scotland Group, Optus, Qantas and the Central

Office of Information.

WWaallkkeerr  MMeeddiiaa

The leading UK independent media planner and 

buyer. Clients include Dixons Group, Marks & Spencer, 

KFC, First Choice Group and Blockbuster.

LLIIDDAA

A direct and digital marketing agency which provides

strategy and execution in all direct response media 

to clients including British Airways Holidays, Natwest, 

and the Central Office of Information.

TTaallkk  PPRR

Provides consumer-oriented PR to clients from fashion 

and luxury goods to beauty, finance, food & drink 

and retail. Talk PR specialises in brand building, using 

a comprehensive range of methods, including press

relations, event management, strategic alliances and 

crisis and issues management.

IImmmmeeddiiaattee  SSaalleess

An integrated communications agency offering 

services in areas from advertising and sales promotion 

to direct marketing.

MM&&CC  SSaaaattcchhii  SSppoonnssoorrsshhiipp  

Undertakes a range of sponsorship activity in the 

sport and entertainment sectors, with campaigns

incorporating press management, event management 

and corporate hospitality.

MM&&CC  SSaaaattcchhii  AArrttss

Uses brand development, marketing strategy, PR and

media collaborations to solve arts marketing challenges.

IInnfflluueennccee  

Helps businesses influence the people and organisations

that are important to their success.
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8 DISCIPLINES, 4 CONTINENTSA comprehensive range of marketing 
and communications services

Substantial operations in the UK 
and Asia Pacific and a growing presence 

in the US

Steadily building a global network 
of resources
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It’s easier to complicate than to simplify

Simple messages enter the heart quicker 
and stay there longer

Brutal simplicity of thought is therefore 
an absolute necessity

Creativity lies in reducing propositions to their simplest

possible form. To establish whether that’s been achieved,

refer to the sales curve.

This core principle has driven our steady growth,

achieving three key objectives:

RReettaaiinn  aanndd  aattttrraacctt  wwoorrlldd  ccllaassss  eemmppllooyyeeeess

We look to attract employees of the highest calibre, 

and supply the training and leadership necessary to

enable them to deliver to their full potential. We aim 

to create an environment where entrepreneurship 

and creativity thrive within a framework governed by

sound business principles and practices. Our levels of

‘churn’ are remarkably low in an industry characterised 

by volatility, nowhere better exemplified than in our 

top management, whose collaboration now extends 

over more than two decades.

CCrreeaattee  sshhaarreehhoollddeerr  vvaalluuee

Brutal simplicity of thought drives group strategy 

as much as the creative executions we undertake for 

our clients. That strategy has two strands and one

ultimate goal. The strands are to increase revenues 

and manage operating margins. The goal is to create

shareholder value. This year we have absorbed the impact

of a set of one-off costs associated with our flotation and

with laying the foundations for future growth – particularly

for our expansion into continental Europe. 

EEssttaabblliisshh  nneeww  ooffffiicceess

Our existing network leaves large areas of potentially

lucrative business beyond our reach. We therefore 

plan to expand overseas steadily, opening new offices

wherever we believe it necessary to support existing 

or potential clients. Our philosophy is to give good people 

a clear strategic direction, and the freedom to execute 

it according to local conditions. As with previous openings,

we aim to give these offices significant autonomy, subject

to the overall financial and operational objectives laid

down by the Board.

Jeremy Sinclair, Chairman

BRUTAL SIMPLICITY OF THOUGHT
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DAVID KERSHAW’S REVIEW OF OPERATIONS
PPeerrffoorrmmaannccee  oovveerrvviieeww

To show the underlying performance of the enlarged

group the pro forma results have been prepared on the

basis that the reorganisation, placing and admission had

effect from the 1 January 2003 and exclude the

exceptional costs and the amortisation of goodwill. 

On this basis, revenues increased 4.8% to £62.2 million

(2003: £59.3 million). Operating profit increased by 5.3% 

to £7.2 million. This was helped by improved contributions

from our Asia Pacific business, which grew operating 

profit by 39% and our American business, which returned 

to profit. Profit before taxation and goodwill amortisation

increased by 8.5% to £8.1 million (2003: £7.5 million).

Administrative expenses increased to £54.9 million (2003:

£52.4 million). As indicated at the interim results, in the

2nd half of 2004 we incurred some one-off IPO-related

costs totalling £138k. There was also an increase in

underlying costs relating to our plc status, totalling £293k.

Additionally, we incurred some incremental costs relating

to exploratory work in Europe amounting to £70k. 

During 2004 these costs were charged to the UK business. 

As a result of the restructuring associated with our IPO, 

in 2005, the costs associated with running the holding

company will be reclassified as a group cost and then

recharged to the regional businesses (including the

additional plc related costs). The reallocation will not 

have any impact on group profit in 2005.

Our underlying operating margin grew to 12.4%. 

However, the impact of additional costs mentioned 

above kept the operating margin flat at 11.6%. 

Group net interest receivable increased to £901k 

(2003: £630k), principally resulting from interest 

earned on the cash raised at the IPO. The group’s tax 

rate increased slightly to 32.8% (2003: 31.6%) due to the

effect of profits taken straight to reserves. Minority

interest increased by 4.0% to £441k (2003: £424k) but 

as a percentage of profit reduced from 8.3% to 8.1%.

Group earnings per share increased by 6.8% to 9.28p

(2003: 8.69p). The Board is recommending a final 

ordinary dividend of 1.16p payable on 10 June 2005 

to shareholders on the register as at 13 May 2005. 

The dividend is being paid on the basis that the group 

was listed for half the year. 

Revenues up 4.8% to £62.2 million

Improvement in underlying operating margin

Pre-tax profit up 8.5% to £8.1 million

UK solid; US streamlined; Asia Pacific strong

International expansion programme on track
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PERFORMING WELL; PREPARING FOR THE FUTURE
In addition to new assignments from Ketel One Vodka 

and Crystal Cruises, our LA office won several new 

clients including San Diego Zoo and our New York office

undertook a high profile assignment for the National

Football League’s season opening. 

Our US business, whilst a small part of the group, is

strategically important. The region is now run as a single

entity, reporting to Tom Dery. These offices now provide 

a good platform to deliver continued growth in America. 

EEuurrooppee

Europe remains a key growth area for the group. Local

management must be ‘best in class’ in their markets and our

key priority is to find the right people to spearhead these

businesses. We remain on track to open two European

offices by the end of the year, including a French office,

where we are now in detailed discussions with partners.

OOuuttllooookk

We continue to make progress with our strategy 

of growing the underlying business and expanding

internationally. As stated at the time of the IPO, 

while the expansion in Europe will have an impact on 

profits during the investment period, it will provide 

us with significant local, regional and global revenue

opportunities in the future. We are pleased to report 

that 2005 has started well, with new assignments in the

group from British Airways, Dyson, ITV, Mini, The Royal

Bank of Scotland Group and most recently Ribena (GSK).

David Kershaw, Chief Executive

SSeeggmmeennttaall  aannaallyyssiiss

UUKK

The UK saw a strong new business performance over 

the year. Revenues were broadly flat on the prior year 

at £36.5 million, with a strong new business performance 

off-setting the lost revenue resulting from Matalan and

Rover taking their accounts in-house in mid-2003. 

Operating profits fell to £4.3 million from £5.2 million as 

a result of an increase in costs associated with the IPO,

our plc status and investment in Europe totalling £501k,

and the release of a rent accrual in 2003. Stripping out

these effects, underlying operating profits increased 3.1%. 

New client wins in the agency included Privilege Insurance,

Halfords, US Department of Commerce (Tourism), 

Thames Water, and Krug. Walker Media had a good year,

winning KFC and Halfords and extending their service

offering through the formation of a new media strategy

company ‘Spark’. LIDA, our direct and digital marketing

subsidiary, Talk PR, Play, our interactive marketing agency

and M&C Saatchi Sponsorship all won new clients this

year, with the latter voted 2004 Sponsorship Agency of 

the Year by Marketing Magazine. 

AAssiiaa  PPaacciiffiicc

The business in Asia Pacific performed well. Revenues

increased 11.2% to £23.1 million and operating profit

increased by 38.9% to £2.7 million, as the business

benefited from the first full year contribution from the

Optus and Medibank accounts (won in 2003). The operating

margin increased to 11.6% from 9.3% as a result of the

elimination of one-off new business costs incurred in 2003.

The group has successfully expanded in the region and the

established network of 10 offices now has sufficient scale

to start attracting pan-regional revenue. We will continue

to look for opportunities to start additional offices in the

region’s high growth markets. During the year we

established an office in Thailand and are in advanced

negotiations for an Indonesian opening. Other markets

where we see potential include India, Korea, the Philippines

and further offices in Greater China.

AAmmeerriiccaa

America returned to profit in 2004. Revenues increased 

by 40.6% to £2.5 million, and the region is now making a

positive contribution to the group, with operating profit

growing to £200k from a loss of £251k in 2003.



On 14 July the group’s shares floated on London’s 

AIM market. Immediately prior to admission the group

undertook a reorganisation of its minority shareholders

and increased its stake in Walker Media. A significant

amount of exceptional costs were incurred as a result 

of the reorganisation and the flotation.

RReeoorrggaanniissaattiioonn  ooff  MMiinnoorriittiieess

To enable all the group’s shareholders to participate 

in the float we acquired most of the minority interests 

in the group’s subsidiaries in the UK and Asia Pacific. 

The acquisition of these minorities was satisfied via 

the issue of new shares in M&C Saatchi Worldwide. 

These transactions resulted in a goodwill addition 

of £12.5 million being created. The group’s minority 

interests have reduced accordingly.

IInnccrreeaasseedd  SSttaakkee  iinn  WWaallkkeerr  MMeeddiiaa

Immediately prior to admission the group increased its

interest in Walker Media by 29% to 75%. This increase 

was satisfied by the issue of new shares in M&C Saatchi

Worldwide. A further goodwill addition of £4.4 million 

was created.

The result of increasing our stake has been to cause 

a change to the way we account for our holding from 

an associate to a subsidiary. 

EExxcceeppttiioonnaall  CCoossttss

The group incurred an exceptional charge to the Profit & Loss

as a result of the reorganisation and placing of £2.8 million.

These exceptional costs were made up of three elements:

the cost of the reorganisation £0.3 million, the cost of the

placing £1.0 million and cost of obligations made to

employees crystallising immediately prior to admission

£1.5 million.

UUnnaauuddiitteedd  PPrroo  FFoorrmmaa  AAccccoouunnttss  ffoorr  tthhee  yyeeaarr  eennddeedd  

3311  DDeecceemmbbeerr  22000044

To show the underlying performance of the enlarged

group pro forma results have been prepared on the 

basis that the reorganisation, placing and admission 

had effect from the 1 January 2003 and excludes

exceptional costs and goodwill amortisation. Analysis 

of this performance is contained on pages 6 to 9. 

YYeeaarr  eennddeedd Year ended
3311  DDeecceemmbbeerr 31 December

22000044 2003
££000000 £000

TTuurrnnoovveerr
– continuing operations 110066,,888844 101,219
– acquisitions 118800,,886644 152,728

Turnover 228877,,774488 253,947
Cost of sales ((222255,,557700)) (194,629)

GGrroossss  pprrooffiitt 6622,,117788 59,318

Administrative expenses
– ordinary ((5544,,994444)) (52,448)
– exceptional –– –
– amortisation of goodwill –– –

OOppeerraattiinngg  pprrooffiitt
– continuing operations 55,,882299 5,452
– acquisitions 11,,440055 1,418

Operating profit 77,,223344 6,870

Share of operating profit of associates –– –
Interest receivable 993311 686
Interest payable ((3300)) (56)

PPrrooffiitt  oonn  oorrddiinnaarryy  aaccttiivviittiieess  bbeeffoorree  ttaaxxaattiioonn 88,,113355 7,500

Taxation on profits on ordinary activities ((22,,666666)) (2,368)

PPrrooffiitt  oonn  oorrddiinnaarryy  aaccttiivviittiieess  aafftteerr  ttaaxxaattiioonn 55,,446699 5,132

Minority interests ((444411)) (424)

PPrrooffiitt  ffoorr  tthhee  ffiinnaanncciiaall  yyeeaarr 55,,002288 4,708

EEaarrnniinnggss  PPeerr  SShhaarree
––  BBaassiicc 99..2288pp 8.69p
––  DDiilluutteedd 99..2244pp 8.65p
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UNAUDITED PRO FORMA 
CONSOLIDATED PROFIT AND LOSS ACCOUNT

JERRY WALES EXPLAINS THE EFFECTS 
OF THE REORGANISATION AND PLACING



AAuuddiitteedd  AAccccoouunnttss  ffoorr  tthhee  yyeeaarr  eennddeedd  3311  DDeecceemmbbeerr  22000044

The Group’s audited financial statements for the year (set out on pages 24 to 47) reflect the reduction in the minorities,

the increased stake in Walker Media, the creation and amortisation of goodwill (from the 14 July 2004) and include 

the exceptional costs.

RReeccoonncciilliiaattiioonn  ooff  tthhee  UUnnaauuddiitteedd  PPrrooffoorrmmaa  AAccccoouunnttss  ttoo  AAuuddiitteedd  aaccccoouunnttss  ffoorr  yyeeaarr  eennddeedd  3311  DDeecceemmbbeerr  22000044

Operating Profit for 
Profit PBT PAT financial year

AAuuddiitteedd  rreessuullttss  ffoorr  yyeeaarr 2,898 4,020 1,987 1,456

Account for Walker Media as a Subsidiary 764 543 370 198
Remove Exceptional Costs 2,795 2,795 2,335 2,335
Remove Goodwill Charge 777 777 777 777

TToottaall 77,,223344 88,,113355 55,,446699 44,,776666

Adjust Minorities 262

TToottaall  uunnddeerrllyyiinngg  ((PPrroo  FFoorrmmaa))  pprrooffiittss  ffoorr  ffuullll  yyeeaarr  22000044 7,234 8,135 5,469 5,028

TToottaall  uunnddeerrllyyiinngg  ((PPrroo  FFoorrmmaa))  pprrooffiittss  ffoorr  ffuullll  yyeeaarr  22000033 6,870 7,500 5,132 4,708

This is a summary of the detailed reconciliation set out on pages 48 to 49.

Jerry Wales, Finance Director
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YYeeaarr  eennddeedd Year ended
3311  DDeecceemmbbeerr 31 December

22000044 2003
££000000 £000

GGrroossss  pprrooffiitt  aarriissiinngg  ffrroomm  tthhee  pprriinncciippaall  aaccttiivviittiieess  ooff  tthhee  ggrroouupp
UK 3366,,551188 36,711
Asia Pacific 2233,,112266 20,805
America 22,,553344 1,802

6622,,117788 59,318

OOppeerraattiinngg  pprrooffiitt//((lloossss))  bbeeffoorree  eexxcceeppttiioonnaall  iitteemmss  aanndd  aammoorrttiissaattiioonn  ooff  ggooooddwwiillll
UK(1) 44,,334488 5,187
Asia Pacific 22,,668866 1,934
America 220000 (251)

77,,223344 6,870

PPrrooffiitt//((lloossss))  bbeeffoorree  ttaaxxaattiioonn,,  eexxcceeppttiioonnaall  iitteemmss  aanndd  aammoorrttiissaattiioonn  ooff  ggooooddwwiillll
UK(1) 55,,220000 5,794
Asia Pacific 22,,773366 1,958
America 119999 (252)

88,,113355 7,500

(1) The 2004 UK results include one-off, non-exceptional float expenses of £138k, additional costs related to our plc status of £293k, 
and the exploratory work in Europe amounting to £70k. Total £501k.

UNAUDITED PRO FORMA SEGMENTAL ANALYSIS
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This year group companies won 
59 new accounts and launched 60 major

new campaigns for existing clients

Here is a small selection of that work
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BBiillll  MMuuiirrhheeaadd  
Executive Director
Bill Muirhead was one of the first
account handlers at Saatchi &
Saatchi in 1971 and later became
Group Account Director. He was
subsequently appointed Chairman of
Saatchi & Saatchi Europe and had
additional responsibility for the
London agency. He moved to New
York in February 1994 as Chief
Executive Officer and President 
of Saatchi & Saatchi Advertising
Worldwide. He is a Founding Director
of M&C Saatchi and was appointed 
an Executive Director during the year.

MMaauurriiccee  SSaaaattcchhii  
Executive Director
Maurice Saatchi founded Saatchi &
Saatchi in 1970, of which he became
Chairman in 1980. He was honoured
with a life peerage in August 1996
and in November 2003 was appointed
Co-Chairman of the Conservative
Party. He is a Founding Director of
M&C Saatchi and was appointed an
Executive Director during the year.

JJeerrrryy  WWaalleess  
Finance Director
Jerry Wales joined M&C Saatchi in
1995. He is a founder member of the
Senior Management team. He has 
18 years’ experience of working in
senior finance roles in the advertising
industry. Prior to joining M&C Saatchi
he was finance director of Chiat-Day
New York.

NON-EXECUTIVE DIRECTORS

LLllooyydd  DDoorrffmmaann  
Non-Executive Director
Lloyd Dorfman was appointed to the
Board as the senior independent
Non-Executive Director during the
year. He is currently Chairman and
Chief Executive of Travelex Holdings
Limited which he founded in 1976.

AAddrriiaann  MMaarrttiinn  
Adrian Martin was appointed 
to the Board as an independent 
Non-Executive Director during the
year. He is currently Chief Executive
of Reynolds Porter Chamberlain
Solicitors, and a Non-Executive
Director of three other
organisations. Until 2000 he was
managing partner of BDO Stoy
Hayward, where he was also
chairman of BDO’s International
Policy Board.

TToomm  DDeerryy  
Chairman, Asia Pacific & America 
Joined M&C Saatchi in 1995 as
Executive Chairman of M&C Saatchi
in Asia Pacific. He has experience 
on both the client side and the
agency side of the business having
worked at Qantas Airlines, Ansett
(General Manager, Commercial) was
a founding partner of the Campaign
Palace and Managing Director of
DDB Melbourne. 

MMoorraayy  MMaaccLLeennnnaann  
Chairman, UK 
Joined Saatchi & Saatchi as a trainee
in 1983 and was appointed Managing
Director of Saatchi & Saatchi UK in
1994. He is a founding member of the
Senior Management team.

NNiicckk  HHuurrrreellll  
Chairman, Europe 
Joined Saatchi & Saatchi in 1985 
as a trainee and was promoted 
to Managing Director of Saatchi 
& Saatchi UK in 1994. He is a
founding member of the Senior
Management team and a member 
of the Executive Committee. 

CChhrriissttiinnee  WWaallkkeerr  
Chairman, Walker Media 
Walker Media was a founding
Director of Ray Morgan and 
Partners which was sold to Saatchi
& Saatchi in 1988. She later became
Chief Executive of Zenith Media and
subsequently set up Walker Media
which started trading in 1998.

EXECUTIVE COMMITTEE*

* THE EXECUTIVE COMMITTEE IS COMPOSED 
OF THE FIVE EXECUTIVE DIRECTORS SHOWN 
ON THE LEFT AND THE FOUR CHAIRMEN ABOVE.

JJeerreemmyy  SSiinnccllaaiirr  
Chairman 
Jeremy Sinclair was one of the
founders of Saatchi & Saatchi in
1970. He became Chairman of the 
UK agency in 1982 and Chairman of
Saatchi and Saatchi International in
1986. He later became Executive
Creative Director of Saatchi &
Saatchi Advertising Worldwide and
Chairman of Saatchi & Saatchi plc.
He is a Founding Director of M&C
Saatchi and was appointed Chairman
during the year.

DDaavviidd  KKeerrsshhaaww  
Chief Executive
David Kershaw joined Saatchi &
Saatchi in 1982, after obtaining 
an MBA at The London Business
School. At Saatchi & Saatchi, he 
was appointed Managing Director 
in 1990 and Chairman and Chief
Executive of the UK agency in 
1994. He is currently Chairman 
of the Advertising Association, 
a UK federation of trade bodies
representing the advertising and
promotional marketing industries. 
He is a Founding Director of M&C
Saatchi and was appointed Chief
Executive during the year.

M&C SAATCHI BOARD OF DIRECTORS
EXECUTIVE DIRECTORS



The Directors submit their report together with the
audited financial statements of the Group for the year
ended 31 December 2004 and the company for the 
8 month period ended 31 December 2004.

RReessuullttss  aanndd  ddiivviiddeennddss
The profit and loss account is set out on pages 24 and 25
and shows the result for the year.

The Directors paid an interim ordinary dividend of
£2,313,119 (2003 – £4,641,000) in respect of the year. 
The Directors recommend the payment of a final 
dividend of £628,799.

PPrriinncciippaall  aaccttiivviittyy,,  ttrraaddiinngg  rreevviieeww  aanndd  ffuuttuurree  ddeevveellooppmmeennttss
The principal activity of the Company and the Group
during the year was the provision of advertising and
marketing services.

The review of trading and future developments appears 
on pages 6 to 9.

CChhaarriittaabbllee  aanndd  ppoolliittiiccaall  ccoonnttrriibbuuttiioonnss
During the year the Group made charitable donations of
£99,000 (2003 – £38,000) and no political contributions.

SSuubbssttaannttiiaall  sshhaarreehhoollddiinngg
At 31 March 2005 the Company had been notified of the
following interests of 3% or more in its ordinary shares:

Number of shares %

David Kershaw 3,799,369 7.0%
Bill Muirhead 3,799,369 7.0%
Maurice Saatchi 3,799,369 7.0%
Jeremy Sinclair 3,799,369 7.0%
Charles Saatchi 3,799,369 7.0%
Fidelity Investments 7,046,884 13.0%
Goldman Sachs 5,579,294 10.3%
New Star Asset Management Limited 1,994,940 3.7%

No other person has notified any interest in the ordinary
shares of the Company required to be disclosed to the
Company in accordance with sections 198 to 208 of the
Companies act 1985 and representing 3% or more of the
issued share capital of the Company.

DDiirreeccttoorrss
The names of the Directors and their biographical details
are given on page 14.

The interests of the Directors in the shares of the Company
are shown in the Remuneration Report on pages 20 to 21.

EEvveennttss  ssiinnccee  tthhee  eenndd  ooff  tthhee  yyeeaarr
No matters or circumstances have arisen since the end of
the financial year which have significantly affected or may
significantly affect the operations of the Group, the results
of those operations, or the state of affairs of the Group in
subsequent financial years.

EEmmppllooyyeeeess
The Directors believe that well informed staff can bring
invaluable commitment and great benefits to the business,
and due consideration is given to their interests when making
management decisions. The Directors and senior managers
regularly have meetings with staff to obtain their views on
matters affecting them, and information is provided
throughout the Group on matters of concern to them.

EEmmppllooyymmeenntt  ooff  ddiissaabblleedd  ppeeooppllee
Full and fair consideration is given to applications for
employment made by disabled persons having regard to
their particular aptitudes and abilities. The services of
existing employees who become disabled are retained
wherever practicable. Appropriate training or retraining 
is arranged to promote the career development of
disabled persons within the Group.

PPaayymmeenntt  ooff  CCrreeddiittoorrss
The Group seeks to abide by agreed payment terms
whenever it is satisfied that suppliers have provided
goods or services in accordance with agreed terms 
and conditions. The Group does not have a standard 
code of conduct dealing specifically with the payment 
of suppliers. Average creditor days for 2004 were 53 
days (2003: 21 days). As a holding company, the Group 
has no meaningful equivalent of creditor days.

DDiirreeccttoorrss’’  rreessppoonnssiibbiilliittiieess
Company law requires the Directors to prepare financial
statements for each financial year which give a true and
fair view of the state of affairs of the Company and Group
and of the profit or loss of the Group for that period. 

In preparing those financial statements, the Directors 
are required to:
– select suitable accounting policies and apply 

them consistently;
– make judgements and estimates that are reasonable 

and prudent; 
– state whether applicable accounting standards have

been followed, subject to any material departures
disclosed and explained in the financial statements; 

– prepare financial statements on the going concern
basis unless it is inappropriate to presume that the
Group will continue in business.

The Directors are responsible for keeping proper
accounting records which disclose with reasonable
accuracy at any time the financial position of the Company
and Group to enable them to ensure that the financial
statements comply with the Companies Act 1985. They are
also responsible for safeguarding the assets of the Group,
and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.

AAuuddiittoorrss
BDO Stoy Hayward LLP have expressed their willingness 
to continue in office, and a resolution to reappoint them
will be proposed at the Annual General Meeting.

By order of the Board

Andy Blackstone, Company Secretary
13 April 2005
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REPORT OF THE DIRECTORS
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A NOTE ABOUT CORPORATE GOVERNANCE
SSttaatteemmeenntt  ooff  ccoommpplliiaannccee
The Directors intend to comply with the 2003 FRC Combined
Code on the Principles of Good Governance and Code of
Best Practice (‘The Code’), insofar as it is practicable for 
a Group of M&C Saatchi’s size and nature. Current areas 
of non-compliance will be addressed as the Group grows.

The Company has adopted a code of Directors’ dealings
appropriate for an AIM-listed company, and takes all
reasonable steps to ensure compliance by Directors 
and employees.

BBooaarrdd  aanndd  bbooaarrdd  ccoommmmiitttteeeess
The Board comprises five Executive and two Non-
Executive Directors. It met twice in 2004 following 
the July flotation, and plans eight meetings for 2005. 
The Board manages the Group’s affairs according to the
schedule of matters reserved for its decision, including
the approval of financial statements, acquisitions and
disposals, authority levels for expenditure, and reviews of
monthly and other management reports. Brief Directors’
biographies can be found on page 14.

The Directors can, in undertaking their duties, access
independent advice at the Group’s expense, and the
advice and services of the Company Secretary. 

Lloyd Dorfman is the senior independent Non-Executive
Director. An independent Director has no relationship with
Group, or management, impinging on independence; does
not depend on the Group or management as a primary
source of income; has not been a senior manager of the

Group within the last three years; and does not
participate in its incentive bonus or pension schemes.

The Board delegates day-to-day and business
management control to the Executive Directors who are 
in regular contact with each other. Formal decisions are
communicated throughout the Group. The Executive
Directors are responsible for the implementation of Group
policy, the performance and monitoring of the business,
and reporting to the full Board.

Since the 14 July 2004 float the Group has operated with
an Audit Committee, whose terms of reference cover the
points recommended by the Code. The Committee
comprises Lloyd Dorfman and the Chairman, Adrian
Martin, and is attended by Jerry Wales, the Finance
Director, and the auditors as appropriate. 

The Group has a Remuneration Committee, composed 
of the two Non-Executive Directors and chaired by 
Lloyd Dorfman. Its report can be found on page 20.

All Executive Directors have service contracts with the
Group, terminable on twelve months’ notice, which in all
cases may be served by either party.

Following their first appointment to the Board, the terms
of the Articles of Association require all Directors to
retire and stand for re-election at the earliest opportunity.
Under the Articles of Association, a third of the Directors
shall retire from office by rotation; all must retire once
every three years.

In view of the size of the Group there is no 
Nominations Committee.

RReellaattiioonnsshhiipp  wwiitthh  sshhaarreehhoollddeerrss
The Directors consider the clear and timely communication
of information to shareholders as an important part of
their duties. The Chairman’s and Chief Executive’s Reviews
provide a summary of the Group’s trading performance
and future outlook. Furthermore, twice a year, following
the Group’s interim and preliminary final announcements,
the Group’s financial results are published and briefings
held for investment managers and institutional analysts.

AAccccoouunnttaabbiilliittyy  aanndd  iinntteerrnnaall  ccoonnttrrooll
The Directors’ have described their responsibility for
preparing the financial statements on page 17 in the
Statement of Directors’ Responsibilities. The Board has
overall responsibility for the systems of internal control.
Implementation and maintenance of the internal control
systems is the responsibility of Executive Management.
The Board, through the Audit Committee, has reviewed 
the effectiveness of the systems of internal control for the
accounting year, and the period to the date of approval 
of the financial statements. It should be understood,
however, that such systems are designed to provide
reasonable but not absolute assurance against material
misstatement or loss.

The Group has an established framework of internal
controls, the key features are:

Control environment – Organisational responsibilities are
clearly defined, and the Board is committed to employing
staff suitably qualified to allow the delegation of authority
to appropriate levels, maintaining accountability and
acceptable levels of risk.

Information systems – The Group operates a number of
separate systems of financial and operational reporting 
to the Board and senior management, based on an annual
budget and regular forecasts. The Board recognises the
need to review and where appropriate improve information
technology systems. Monthly and other periodic reports 
of actual results and key performance indicators are
produced for, and discussed by, the Directors.

Identification and evaluation of business risks and controls –
Management control is exercised at all levels of the Group,
and regulated by appropriate limits of authority. The
Directors have considered various areas of business risks,
and developed appropriate policies to manage and mitigate
them. These policies are subject to continuous review in the
light of known and perceived changes to these risks.

Quality and integrity of personnel – The Group attaches
great importance to the honesty and integrity of all
personnel – particularly those in positions of authority. 
The Group operates a policy of recruiting and promoting
suitably experienced personnel, and giving them clearly
defined accountabilities. The Group currently employs 
790 people in 13 locations. 

Investment appraisal – Although capital investment is not 
a significant element of the Group’s operations, all major
expenditure is included in the annual budget and reported
to the Board. In addition, the Board, both in regular
meetings and ad hoc reports, regularly reviews all
potential and actual acquisition opportunities.

Monitoring – The Group does not currently employ an
internal auditor. This position will be reviewed during the
coming year by the Board and the Audit Committee.
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The Remuneration committee members are 
Lloyd Dorfman and Adrian Martin.

PPoolliiccyy  oonn  ddiirreeccttoorrss’’  rreemmuunneerraattiioonn
A key Company objective is to attract and retain executives
of high calibre, and reward them in a way that encourages
the creation of value for shareholders. The Committee
undertakes to review Directors’ remuneration packages
annually. No Executive Director plays a part in the
discussion about his own remuneration.

DDiirreeccttoorrss’’  ppeennssiioonn  aarrrraannggeemmeennttss
The Company contributes to the Directors’ money purchase
pension schemes.

DDiirreeccttoorrss’’  ccoonnttrraaccttss
All the Executive Directors have service contracts with
twelve month notice periods.

LLoonngg  TTeerrmm  IInncceennttiivvee  PPllaann  ((‘‘LLTTIIPP’’))
It is the intention of the Directors to operate an LTIP 
for the Group’s senior employees. David Kershaw, 
Bill Muirhead, Maurice Saatchi and Jeremy Sinclair 
will not participate. 

DDiirreeccttoorrss’’  rreemmuunneerraattiioonn

Basic
salary

(including Phantom Benefits
Bonus) Bonus(1) in Kind(2) Other(3) Total

Executive directors £000 £000 £000 £000 £000

YYeeaarr  eennddeedd
3311  DDeecceemmbbeerr  22000033
David Kershaw 271 – 60 25 356
Bill Muirhead 310 – 84 33 427
Maurice Saatchi 271 – 82 33 386
Jeremy Sinclair 271 – 43 33 347

1,123 – 269 124 1,516

Basic
salary

(including Phantom Benefits
Bonus) Bonus(1) in Kind(2) Other(3) Total

Executive directors £000 £000 £000 £000 £000

YYeeaarr  eennddeedd  
3311  DDeecceemmbbeerr  22000044
David Kershaw 229 – 50 25 304
Bill Muirhead 229 – 27 35 291
Maurice Saatchi 229 – 70 35 334
Jeremy Sinclair 229 – 40 35 304
Jerry Wales(4) 300 237(1) 23 25 585

1,216 237 210 155 1,818

(1) Jerry Wales was paid a bonus, in accordance with his ‘phantom’ 
rights, calculated by reference to the values of the share capital 
of M&C Saatchi (UK) Limited and M&C Saatchi Worldwide Limited 
on admission. 

(2) Benefits in kind include car allowances, permanent health 
insurance benefits and chauffeur services.

(3) Other benefits include contributions to money purchase 
pension schemes.

(4) Jerry Wales has been an employee of the Group for ten years. 
He was appointed to the Board of M&C Saatchi plc on 28 April 2004, 
and to the Board of M&C Saatchi Worldwide Limited (the then 
ultimate holding company of the Group) on 19 May 2005.

Basic
salary

(including Phantom Benefits
Non Executive Bonus) Bonus(1) in Kind(2) Other Total
Directors £000 £000 £000 £000 £000

YYeeaarr  eennddeedd  
3311  DDeecceemmbbeerr  22000044
Adrian Martin 20 – – – 20
Lloyd Dorfman 20 – – – 20

40 – – – 40

Both non Executive Directors were appointed to the Company
on 4 June 2004. Their annual fees are £35,000 each.

DDiirreeccttoorrss’’  sshhaarree  iinntteerreessttss
The Directors’ interest in the Company’s ordinary share
capital, all of which were beneficial, were as follows:

Before Admission(1) At 31 December 2004

David Kershaw 6,250,000 13.7% 3,799,369 7.0%
Bill Muirhead 6,250,000 13.7% 3,799,369 7.0%
Maurice Saatchi 6,250,000 13.7% 3,799,369 7.0%
Jeremy Sinclair 6,250,000 13.7% 3,799,369 7.0%
Jerry Wales(2) – – – –
Adrian Martin – – – –
Lloyd Dorfman – – 85,008 0.2%

(1) Interest held by the Directors after the Group had been reorganised
but before admission. On appointment on 28 April 2004 no director
held any shares. On 4 June 2004, 1 ordinary share of £1 was acquired
by Jeremy Sinclair and 1 ordinary share of £1 was acquired by 
David Kershaw.

(2) Upon admission Jerry Wales was granted options for 282,555 (0.5%)
ordinary shares exercisable from 14 July 2006 at 1p each.

The Directors’ interest in the Company’s redeemable
preference shares, all of which were beneficial, 
were as follows:

Before Admission(1) At 31 December 2004

David Kershaw 2,000 20.0% – –
Bill Muirhead 2,000 20.0% – –
Maurice Saatchi 2,000 20.0% – –
Jeremy Sinclair 2,000 20.0% – –
Jerry Wales – – – –
Adrian Martin – – – –
Lloyd Dorfman – – – –

The redeemable preference shares were redeemed on 
30 July 2004. 

No director of the Company has received or has become
entitled to receive a benefit (other than a fixed salary 
as a full-time employee of the Company or of a related
corporation, or a benefit included in the aggregate amount 
of emoluments shown in the financial statements) by
reason of a contract made by the Company or a related
corporation of which he is a member or with a Company 
in which he has a substantial financial interest.

By order of the Board

Andy Blackstone, Company Secretary
13 April 2005
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We have audited the financial statements of M&C Saatchi
plc for the year ended 31 December 2004 on pages 24 
to 47 which have been prepared under the accounting
policies set out on pages 30 to 31.

RReessppeeccttiivvee  rreessppoonnssiibbiilliittiieess  ooff  ddiirreeccttoorrss  aanndd  aauuddiittoorrss
The Directors’ responsibilities for preparing the Annual
Report and the financial statements in accordance with
applicable law and United Kingdom Accounting Standards
are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statements 
in accordance with relevant legal and regulatory
requirements and United Kingdom Auditing Standards.

We report to you our opinion as to whether the financial
statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985. 
We also report to you if, in our opinion, the Directors’
Report is not consistent with the financial statements, 
if the Company or Group has not kept proper accounting
records, if we have not received all the information and
explanations we require for our audit, or if information
specified by law regarding Directors’ remuneration and
transactions with the Group is not disclosed.

We read other information contained in the Annual Report
and consider whether it is consistent with the audited
financial statements. This other information comprises
only the information contained on pages 1 to 21 and pages
48 to 49. We consider the implications for our report if we
become aware of any apparent misstatements or material
inconsistencies with the financial statements. Our
responsibilities do not extend to any other information.

Our report has been prepared pursuant to the
requirements of the Companies Act 1985 and for no other
purpose. No person is entitled to rely on this report
unless such a person is a person entitled to rely upon this
report by virtue of and for the purpose of the Companies
Act 1985 or has been expressly authorised to do so by
our prior written consent. Save as above, we do not
accept responsibility for this report to any other person
or for any other purpose and we hereby expressly
disclaim any and all such liability.

AUDITORS REPORT
BBaassiiss  ooff  aauuddiitt  ooppiinniioonn
We conducted our audit in accordance with United
Kingdom Auditing Standards issued by the Auditing
Practices Board. An audit includes examination, on 
a test basis, of evidence relevant to the amounts 
and disclosures in the financial statements. It also
includes an assessment of the significant estimates and
judgements made by the Directors in the preparation of
the financial statements, and of whether the accounting
policies are appropriate to the Group’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all
the information and explanations which we considered
necessary in order to provide us with sufficient evidence
to give reasonable assurance that the financial
statements are free from material misstatement,
whether caused by fraud or other irregularity or error.
In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the
financial statements.

OOppiinniioonn
In our opinion the financial statements give a true and
fair view of the state of affairs of the Company and the
Group as at 31 December 2004 and of the Group’s 
profit for the year then ended and have been properly
prepared in accordance with the Companies Act 1985.

BDO STOY HAYWARD LLP
Chartered Accountants
and Registered Auditors
London
13 April 2005



AAss  aatt As at
3311  DDeecceemmbbeerr 31 December

22000044 2003
Note ££000000 £000

PPrrooffiitt  oonn  oorrddiinnaarryy  aaccttiivviittiieess  aafftteerr  ttaaxxaattiioonn 11,,998877 4,389

Minority interests ((553311)) (944)

PPrrooffiitt  ffoorr  tthhee  ffiinnaanncciiaall  yyeeaarr 11,,445566 3,445

Dividends 11 ((22,,994422)) (4,641)

Retained loss for the year 23 ((11,,448866)) (1,196)

EEaarrnniinnggss  PPeerr  SShhaarree 12
––    BBaassiicc 33..4422pp 10.61p
––    DDiilluutteedd 33..4411pp 10.61p

All amounts relate to continuing activities.

The reconciliation of movements in shareholders’ funds is shown in note 24 to the financial statements.

The notes on pages 30 to 47 form part of these financial statements.

24 25

YYeeaarr  eennddeedd Year ended
3311  DDeecceemmbbeerr 31 December

22000044 2003
Note ££000000 £000

TTuurrnnoovveerr
– continuing operations 110066,,888844 101,219
– acquisitions 110088,,330000 –

Turnover 2 221155,,118844 101,219
Cost of sales 3 ((115555,,880077)) (47,608)

GGrroossss  pprrooffiitt 5599,,337777 53,611

Administrative expenses
– ordinary ((5522,,990077)) (48,159)
– exceptional 4 ((22,,779955)) –
– amortisation of goodwill ((777777)) –

Administrative expenses 3 ((5566,,447799)) (48,159)

OOppeerraattiinngg  pprrooffiitt
– continuing operations 22,,225577 5,452
– acquisitions 664411 –

Operating profit 7 22,,889988 5,452

Share of operating profit of associates 335522 652
Interest receivable 8 880000 457
Interest payable 9 ((3300)) (55)

PPrrooffiitt  oonn  oorrddiinnaarryy  aaccttiivviittiieess  bbeeffoorree  ttaaxxaattiioonn 44,,002200 6,506

Taxation on profits on ordinary activities 10 ((22,,003333)) (2,117)

CONSOLIDATED PROFIT AND LOSS ACCOUNT
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CONSOLIDATED STATEMENT OF 
TOTAL RECOGNISED GAINS AND LOSSES

AAtt AAtt At At
3311 DDeecceemmbbeerr 3311 DDeecceemmbbeerr 31 December 31 December

22000044 22000044 2003 2003
Note ££000000 ££000000 £000 £000

FFiixxeedd  aasssseettss
Intangible assets 13 1166,,115588 –
Tangible assets 14 33,,004477 3,453
Investments 15 1155 985

1199,,222200 4,438
CCuurrrreenntt  aasssseettss
Work in progress 16 33,,336688 1,334

Debtor
– due within one year 17 4466,,337744 16,028
– due after more than one year 17 773311 1,061

4477,,110055 17,089

Cash at bank and in hand 1177,,332233 5,047

6677,,779966 23,470
Creditors
– amounts falling due within one year 18 5555,,998800 21,367

Net current assets 1111,,881166 2,103

Total assets less current liabilities 3311,,003366 6,541

Creditors
– amounts falling due after more than one year 19 777744 950
Provisions for liabilities and charges 20 221188 208

3300,,004444 5,383

CCaappiittaall  aanndd  rreesseerrvveess
Share capital 22 554422 12
Share premium account 23 99,,661188 –
Merger reserve 23 1155,,995599 –
Share option reserve 23 551144 –
Profit and loss account 23 22,,994488 3,963

Shareholders’ funds – equity 23 2299,,558811 3,974
Minority interests – equity 446633 1,410

3300,,004444 5,383

These financial statements were approved by the Board on 13 April 2005 and signed on its behalf by:

David Kershaw, Chief Executive

The notes on pages 30 to 47 form part of these financial statements.

YYeeaarr  eennddeedd Year ended
3311 DDeecceemmbbeerr 31 December

22000044 2003
Note ££000000 £000

PPrrooffiitt  ffoorr  tthhee  ffiinnaanncciiaall  yyeeaarr
– Group 11,,114400 2,812
– Associates 331166 633

11,,445566 3,445

Exchange differences on retranslation of opening reserves 226600 526

Total recognised gains and losses for the financial year 11,,771166 3,971

The notes on pages 30 to 47 form part of these financial statements.

CONSOLIDATED BALANCE SHEET
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YYeeaarr  eennddeedd YYeeaarr  eennddeedd Year ended Year ended
3311 DDeecceemmbbeerr 3311 DDeecceemmbbeerr 31 December 31 December

22000044 22000044 2003 2003
Note ££000000 ££000000 £000 £000

Cash inflow from operating activities 31 44,,995533 139
Dividend received from associates 772288 810

RReettuurrnnss  oonn  iinnvveessttmmeennttss  aanndd  sseerrvviicciinngg  ooff  ffiinnaannccee
Interest received 668877 261
Interest paid ((33)) (7)
Interest element of finance lease rental payments ((2277)) (45)
Minority interest dividend paid ((11,,229966)) (743)

Net cash outflow from return on investment 
and servicing of finance ((663399)) (534)

TTaaxxaattiioonn
UK taxation paid ((11,,113366)) (1,269)
Overseas taxation paid ((666644)) (470)

((11,,880000)) (1,739)
CCaappiittaall  eexxppeennddiittuurree  aanndd  ffiinnaanncciiaall  iinnvveessttmmeenntt
Purchase of tangible fixed assets ((992222)) (1,591)
Sale of tangible fixed assets 441177 133
Sale of a part share of a subsidiary undertakings 552277 –

NNeett  ccaasshh  iinnffllooww//((oouuttffllooww))  ffrroomm  ccaappiittaall  eexxppeennddiittuurree  
aanndd  ffiinnaanncciiaall  iinnvveessttmmeenntt 2222 (1,458)

AAccqquuiissiittiioonnss  aanndd  ddiissppoossaallss
Investment in subsidiary ((338822)) –
Cash acquired with subsidiary undertakings 29 22,,224433 –
Investment in associate –– 1

11,,886611 1

Equity dividends paid ((22,,331133)) (4,641)

Net cash inflow/(outflow) before financing 22,,881122 (7,422)

FFiinnaanncciinngg
Share placement 1100,,553377 –
Share placement costs ((883355)) –
Shares issued to minorities 110077 6
Repayment of bank loans ((2211)) (34)
Capital element of finance lease rental payments ((222255)) (165)

Net cash inflow/(outflow) from financing 99,,556633 (193)

Increase/(decrease) in cash in the year 33 1122,,337755 (7,615)

The notes on pages 30 to 47 form part of these financial statements.
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AAtt At
3311 DDeecceemmbbeerr 31 December

22000044 2003
Note ££000000 £000

FFiixxeedd  aasssseettss
Investments 15 52,585

CCuurrrreenntt  aasssseettss
Debtors 17 66,,444411
Cash at bank and in hand 99,,880011

1166,,224422
CCrreeddiittoorrss
––  aammoouunnttss  ffaalllliinngg  dduuee  wwiitthhiinn  oonnee  yyeeaarr 18 885522

NNeett  ccuurrrreenntt  aasssseettss 15,390

67,975

CCaappiittaall  aanndd  rreesseerrvveess
Share capital 22 542
Share premium account 23 9,618
Merger reserve 23 56,763
Share option reserve 23 514
Profit and loss account 23 538

Shareholders’ funds – equity 23 67,975

The company was incorporated on 28 April 2004 and subsequently merged with M&C Saatchi Worldwide Limited 
on 14 July 2004.

These financial statements were approved by the Board on 13 April 2005.

David Kershaw, Chief Executive

The notes on pages 30 to 47 form part of these financial statements.

COMPANY BALANCE SHEET CONSOLIDATED CASH FLOW STATEMENT
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((ee))  FFiixxeedd  aasssseettss  aanndd  ddeepprreecciiaattiioonn
Depreciation is provided to write off the cost, less estimated
residual values, evenly over the expected useful lives, of all
fixed assets, except freehold land. Depreciation is calculated
at the following rates:

Short leasehold – over the period of the lease
improvements
Furniture, fittings and – 10% to 25% in equal instalments
other equipment
Computer equipment – 25% to 33% in equal instalments
Motor vehicles – 25% in equal instalments

((ff))  VVaalluuaattiioonn  ooff  iinnvveessttmmeennttss
Investments held as fixed assets are stated at cost less 
any provision for impairment.

((gg))  LLeeaasseedd  aasssseettss
Where assets are financed by leasing agreements that give
rights approximating to ownership (finance leases), the
assets are treated as if they had been purchased outright.
The amount capitalised is the present value of the minimum
lease payments payable over the term of the lease. 
The corresponding leasing commitments are shown 
as amounts payable to the lessor. Depreciation on the
relevant assets is charged to the profit and loss account.

Lease payments are analysed between capital and interest
components so that the interest element of the payment 
is charged to the profit and loss account over the period 
of the lease and represents a constant proportion of the
balance of capital repayments outstanding. The capital part
reduces the amounts payable to the lessor. All other leases
are treated as operating leases. Their annual rentals are
charged to the profit and loss account on a straight-line
basis over the term of the lease.

Reverse premiums and similar incentives to enter into
operating lease agreements are initially recorded as
deferred income and released to the profit and loss
account over the period to the date on which the rent is
first expected to be adjusted to the prevailing market rate.

((hh))  PPeennssiioonnss
The Group does not operate any company pension
schemes. The Group makes payments to certain employees
to enable them to contribute to their personal pension
plans. Payments are charged to the profit and loss account
in the period in which they are due.

((ii))  DDeeffeerrrreedd  ttaaxxaattiioonn
Deferred tax balances are recognised in respect of all timing
differences that have originated but not reversed by the
balance sheet date except that the recognition of deferred
tax assets is limited to the extent that the Company
anticipates making sufficient taxable profits in the future 
to absorb the reversal of the underlying timing differences.

Deferred tax balances are not discounted.

((jj))  FFoorreeiiggnn  ccuurrrreennccyy
Foreign currency transactions arising from normal 
trading activities are recorded in local currency at 
current exchange rates.

Monetary assets and liabilities denominated in foreign
currencies at the year end are translated at the year 
end exchange rate, or, where appropriate, the rate 
implied in forward contracts.

Foreign currency gains and losses are credited or charged
to the profit and loss account as they arise.

The results of overseas operations are translated at the
average rate of exchange, the balance sheets of overseas
operations are translated at the closing rate of exchange.
Exchange differences which arise from translation of the
opening net assets and results of foreign subsidiary
undertakings are taken to reserves.

((kk))  SShhaarree  BBaasseedd  ppaayymmeennttss
The Groups’ share based payments have been accounted for
in a manner that we believe is not materially different to that
calculated in accordance with FRS 20. The cost of share based
payments given less any consideration to be received from
employee is charged to the Group’s profit and loss account
over the period to which the employee’s performance relates.
Where awards are contingent upon future events (other than
continued employment) an assessment of the likelihood of
these conditions being met is made at the end of each
reporting period and an appropriate provision made.

Share based payments include options issued to
employees, phantom bonuses and other long term 
equity linked bonuses. 
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1. ACCOUNTING POLICIES
The financial statements have been prepared under the
historical cost convention in accordance with applicable
accounting standards. 

The following principal accounting policies have 
been applied:

((aa))  BBaassiiss  ooff  ccoonnssoolliiddaattiioonn
The M&C Saatchi plc consolidated financial statements
incorporate the financial statements of M&C Saatchi plc
and all of its subsidiary and associated undertakings made
up to 31 December 2004. The Group uses the ‘acquisition’
or ‘merger’ methods of accounting to consolidate the
results of subsidiary undertakings as appropriate.

AAccqquuiissiittiioonn  aaccccoouunnttiinngg
Where the acquisition method is used, the results 
of subsidiary undertakings are included from the 
date of acquisition. 

MMeerrggeerr  aaccccoouunnttiinngg
Where merger accounting is used, the investment is
recorded in the Company’s balance sheet at the value 
of the shares issued, together with the fair value of 
any additional consideration paid.

In the Group financial statements, merged subsidiary
undertakings are treated as if they had always been a
member of the Group. The results of such a subsidiary are
included for the whole period in the year it joins the Group.
The corresponding figures for the previous year include 
its results for that period, the assets and liabilities at the
previous balance sheet date and the shares issued by the
Company as consideration as if they had always been in
issue. Any difference between the nominal value of the
shares acquired by the Company and those issued by the
Company to acquire them is taken to reserves. 

GGooooddwwiillll
Goodwill arising on an acquisition of a subsidiary undertaking
is the difference between the fair value of the consideration
paid and the fair value of the assets and liabilities acquired.
Positive goodwill is capitalised and amortised through the
profit and loss account over ten years, being the Directors’
estimate of its useful economic life.

AAssssoocciiaatteess
An entity is treated as an associated undertaking where the
Group has a participating interest and exercises significant
influence over its operating and financial policy decisions.

In the Group financial statements interests in associated
undertakings are accounted for using the equity method 
of accounting. The consolidated profit and loss account
includes the Group’s share of the operating results,
interest, pre tax results and attributable taxation of such
undertakings based on audited financial statements for 
the year. In the consolidated balance sheet, the interests 
in associated undertakings are shown as the Group’s 
share of the net assets.

((bb))  TTuurrnnoovveerr
Turnover represents amounts invoiced to clients, 
excluding sales taxes, for services provided to clients. 

Turnover for each type of revenue is recognised 
on the following basis:

(1) Project fees are recognised over the period 
of the relevant assignments or agreements.

(2) Retainer fees are spread over a period of the contract
on a straight line basis.

(3) Production fees are recognised at the point the client
accepts delivery of each component of a project. 
The amount of total project revenue allocated to each
component is assessed according to the stage of
completion of the project as a whole.

(4) Commission on media spend is recognised when 
the advertisements appear in the media, or when
production is complete.

((cc))  WWoorrkk  iinn  pprrooggrreessss
Work in progress comprises all outlays incurred on behalf
of clients which have still to be recharged, and is stated 
at cost less any provisions for any amounts that may not 
be recovered.

((dd))  IInnttaannggiibbllee  aasssseettss  aanndd  aammoorrttiissaattiioonn
Amortisation is provided to write off the cost, less
estimated residual values, evenly over the expected useful
lives, of all intangible assets.

NOTES TO THE ACCOUNTS
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5. EMPLOYEES
The average monthly number of employees of the 
Group during the year, including Executive Directors, 
was as follows:

22000044 2003
nnuummbbeerr number

Full time 779900 622

22000044 2003
Note ££000000 £000

Staff costs for all employees, 
including Executive Directors, 
consist of:

Wages and salaries 3311,,992299 30,253
Social security costs 22,,881199 2,338
Pension costs 26 11,,332288 1,359

3366,,007766 33,950

6. DIRECTORS’ REMUNERATION
22000044 2003
££000000  £000 

Total for the seven Directors:

Directors’ emoluments 11,,446666 1,392
Phantom bonuses 223377 –
Contributions to money 
purchase pension schemes 115555 124

11,,885588 1,516

Highest paid Director:

Directors’ emoluments 332233 394
Phantom bonuses 223377 –
Contributions to money 
purchase pension schemes 2255 33

558855 427

Unaudited detail on Directors’ remuneration is disclosed 
in the Remuneration Report on pages 20 to 21. 

The number of Directors under money purchase pension
scheme was 5 (2003: 5).

7. OPERATING PROFIT
22000044 2003
££000000  £000 

This is arrived at after 
charging/(crediting):

Profit on disposal of fixed assets ((3344)) (1)
Charitable donations 9999 38
Depreciation of tangible fixed assets(1) 11,,116677 1,141
Operating leases rentals
– plant and machinery 8844 90
– other 33,,003311 2,660
AAmmoorrttiissaattiioonn  ooff  ggooooddwwiillll 777777 –
Auditors’ remuneration
– audit services 224400 159
– non audit services 

(float & reorganisation)(2) 447788 –
– non audit services (other advice) 3377 –
– non audit services (tax) 7700 73
Exchange differences 7711 15

(1) Depreciation includes £140k (2003 - £335k) charged on assets held
under finance leases and hire purchase contracts.

(2) In addition to non audit services (float and reorganisation) of £478k
charged to the profit and loss account, £100k was charged to cost 
of investment and a further £125k to share premium.

8. INTEREST RECEIVABLE
22000044 2003
££000000  £000 

Group 668877 261
Associates 111133 196

880000 457

9. INTEREST PAYABLE
22000044 2003
££000000  £000 

Bank overdrafts 11 7
Interest on finance leases 2277 45
Associates –– 1
Other 22 2

3300 55
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NOTES TO THE ACCOUNTS CONTINUED
2. TURNOVER, PROFIT AND NET ASSETS
Turnover and profit before taxation are attributable to the
provision of advertising and marketing services.

22000044 2003
££000000  £000 

TTuurrnnoovveerr
Analysis by geographical market:

BByy  oorriiggiinn
UK 116688,,880099 56,716
Asia and Australia 4411,,773366 41,928
America 44,,663399 2,575

221155,,118844 101,219

GGrroossss  PPrrooffiitt
Analysis by geographical market:

BByy  oorriiggiinn
UK 3333,,771177 31,004
Asia and Australia 2233,,112266 20,805
America 22,,553344 1,802

5599,,337777 53,611

OOppeerraattiinngg  pprrooffiitt//((lloossss))
Analysis by geographical market:

BByy  oorriiggiinn
UK 1122 3,769
Asia and Australia 22,,668866 1,934
America 220000 (251)

22,,889988 5,452

PPrrooffiitt//((lloossss))  bbeeffoorree  ttaaxxaattiioonn
Analysis by geographical market:

BByy  oorriiggiinn
UK 11,,008855 4,802
Asia and Australia 22,,773366 1,956
America 119999 (252)

44,,002200 6,506

2. TURNOVER, PROFIT AND NET ASSETS CONTINUED
22000044 2003
££000000  £000 

NNeett  aasssseettss//((lliiaabbiilliittiieess))
Analysis by geographical market:

BByy  oorriiggiinn
UK 3300,,557744 6,055
Asia and Australia 22,,446666 1,957
America ((22,,336677)) (2,629)

3300,,667733 5,383

3. COST OF SALES AND ADMINISTRATIVE EXPENSES
22000044 2003
££000000  £000 

Cost of sales
Continuing operations 5500,,555544 47,608
Acquisitions 110055,,225533 –

115555,,880077 47,608

Administrative expenses
Continuing operations 5544,,007733 48,159
Acquisitions 22,,440066 –

5566,,447799 48,159

4. EXCEPTIONAL ITEMS
During the year the Group reorganised and floated on 
AIM. The resulting cost incurred totalled £3,998k, of which
£2,795k was charged directly to the profit and loss account,
£368k included in cost of investments and £835k was
charged against share premium.
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NOTES TO THE ACCOUNTS CONTINUED
11. DIVIDENDS

22000044 2003
££000000  £000 

Paid prior to reorganisation and flotation(1)

Ordinary shares of £1 – 
£144 per share (2003 – £365) 11,,880000 4,560

Ordinary shares of £1 – 
£135 per share(2) 333388 –

‘B’ shares of £1 – 
£41,100 per share (2003 – £18,400) 116644 74

‘C’ shares of £1 – 
£10,924 per share (2003 – £6,900) 1111 7

22,,331133 4,641
Proposed final dividend of
M&C Saatchi plc – £1.16p per share 662299 –

22,,994422 4,641

(1) These dividends were paid by M&C Saatchi Worldwide Limited 
(the previous ultimate holding company of the M&C Saatchi Group). 
Its share capital before reorganisation consisted of 12,500 ordinary
shares of £1, 4 ‘B’ shares of £1 and 1 ‘C’ share of £1.

(2) Dividend waved by all the Ordinary £1 shareholders, with the 
exception of Charles Saatchi who held 2,500 shares. 

12. EARNINGS PER SHARE
The calculation of basic and diluted earnings per share 
is based on the profit after tax and minority interest,
divided by the number of shares in issue during the year.
The number of shares stated for 2003 and brought forward
into 2004 is the number of shares that M&C Saatchi plc
would have issued had MC Saatchi Worldwide Limited
occurred at the beginning of 2003. (The actual number 
of shares that exist on 31 December was 12,500.)

12. EARNINGS PER SHARE CONTINUED
Earnings per share is calculated as follows:

22000044  2003 

BBaassiicc
Profit for the year ££11,,445566kk £3,445k
Weighted average number of 
ordinary shares 4422,,554422kk 32,484k

Basic earnings per share 33..4422pp 10.61p

DDiilluutteedd
Profit for the year ££11,,445566kk £3,445k
Weighted average number of 
ordinary shares 4422,,773322kk 32,484k

Basic earnings per share 33..4411pp 10.61p

The outstanding options at 31 December 2004 was 
411,050 (2003 – nil), and their weighted average for the 
year was 190,322.

13. INTANGIBLE ASSETS
Goodwill

£000 

1 January 2004 –
Additions 16,935
Amortisation (777)

31 December 2004 1166,,115588

Additions represent the goodwill arising on the acquisition 
of a further 29% beneficial interest in Walker Media
Holdings Limited (£4,394k) and the acquisition of certain
minority interests in Group companies (£12,541k). 
These transactions occurred prior to the flotation on 
14 July 2004 and were fulfilled by issuing equity.

The company had no intangible fixed assets during the 
year to 31 December 2004.

10. TAXATION ON PROFITS FROM ORDINARY ACTIVITIES
22000044 22000044 2003 2003

Note ££000000  ££000000  £000 £000 

CCuurrrreenntt  ttaaxx
UK corporation tax on profits for the year 11,,220044 1,333
Overseas tax payable 11,,002244 611
Adjustment in respect of previous years 1155 (34)
Associates 114488 214

Total current tax 22,,339911 2,124

DDeeffeerrrreedd  ttaaxx
Origination and reversal of timing differences ((335588)) (7)

Movement in deferred tax provision 21 ((335588)) (7)

Taxation on profit on ordinary activities 22,,003333 2,117

The tax assessed for the year differs from that obtained by using the standard rate of corporation tax in the UK. 
The differences are explained below:

22000044 2003
££000000  £000 

Profit on ordinary activities before tax 44,,002200 6,506

Profit on ordinary activities at the standard rate of corporation 
tax in the UK of 30% (2003 – 30%) 11,,220066 1,952

Effects of:
Expenses not deductible for tax 115500 242
Float expenses not deductible for tax 337799 –
Goodwill amortisation 223333 –
Exchange adjustment taken to reserves subject to tax 8811 –
Utilisation of tax losses 3311 32
Differences between capital allowances and depreciation ((2255)) 5
Short term timing differences 117755 –
Short term timing differences due to provision on options 
& phantom bonus accruals 221144 –
Adjustment to tax charge in respect of previous years 1155 (34)
Tax rate differences ((6688)) (73)

Current tax charge for year 22,,339911 2,124



14. TANGIBLE ASSETS
Furniture,

Short fittings and
leasehold other Computer Motor

Freehold improvements equipment equipment vehicles Total
Group £000 £000 £000 £000 £000 £000 

CCoosstt
At 1 January 2004 311 2,008 2,220 2,712 694 7,945
Reclassifications – (252) 241 106 (95) –
Additions – 2 397 524 28 951
New acquisitions – 198 81 353 – 632
Disposals (311) (1) (61) (392) (384) (1,149)
Exchange translation differences – (15) (26) (57) – (98)

AAtt  3311  DDeecceemmbbeerr  22000044 –– 11,,994400 22,,885522 33,,224466 224433 88,,228811

DDeepprreecciiaattiioonn
At 1 January 2004 – 1,352 988 1,689 463 4,492
Reclassifications – (218) 180 80 (42) –
New acquisitions – 46 73 279 – 398
Provision for year – 203 269 612 83 1,167
Disposals – (1) (67) (386) (312) (766)
Exchange translation differences – (9) (15) (33) – (57)

AAtt  3311  DDeecceemmbbeerr  22000044 –– 11,,337733 11,,442288 22,,224411 119922 55,,223344

NNeett  bbooookk  vvaalluuee
AAtt  3311  DDeecceemmbbeerr  22000044 –– 556677 11,,442244 11,,000055 5511 33,,004477

At 31 December 2003 311 656 1,232 1,023 231 3,453

The net book value of tangible fixed assets for the Group includes an amount of £213k (2003 – £461k) in respect 
of assets held under finance leases and hire purchase contracts. The Company had no assets held under such leases.

The Company held no tangible fixed assets during the year to 31 December 2004.
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NOTES TO THE ACCOUNTS CONTINUED
15. INVESTMENTS

Associated
undertakings Other Total

Group £000 £000 £000 

CCoosstt
At 1 January 2004 78 26 104
Investment sold (63) – (63)
Reclassification to subsidiary (15) – (15)
Amortisation of investment – (7) (7)
Exchange rate movement – (4) (4)

3311  DDeecceemmbbeerr  22000044 –– 1155 1155

SShhaarree  ooff  rreettaaiinneedd  pprrooffiittss
At 1 January 2004 881 – 881
Retained loss for the year (1 January 2004 to 14 July 2004) (412) – (412)
Dividends waived (422) – (422)
Reclassification to subsidiary (14 July 2004) (47) – (47)

AAtt  3311  DDeecceemmbbeerr  22000044 –– –– ––

TToottaall

AAtt  3311  DDeecceemmbbeerr  22000044 –– 1155 1155

At 31 December 2003 959 26 985

Company £000 

CCoosstt
At 1 January 2004 –
Additions 52,585

3311  DDeecceemmbbeerr  22000044 5522,,558855
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NOTES TO THE ACCOUNTS CONTINUED
15. INVESTMENTS CONTINUED
The Group’s share of the results and balance sheet of its associates are as follows:

22000044 2003
Company ££000000  £000 

Share of turnover 3333,,337711 70,596

Share of profit before tax 444466 847
Share of taxation ((114488)) (214)

Share of profit after tax 331166 663

Share of fixed assets –– 130
Share of current assets –– 22,477
Share of current liabilities –– (21,721)

Share of net assets –– 886

16. WORK IN PROGRESS
22000044 22000044 2003 2003

GGrroouupp CCoommppaannyy Group Company
££000000  ££000000  £000 £000 

Work in progress 33,,336688 –– 1,334 –

17. DEBTORS
22000044 22000044 2003 2003

GGrroouupp CCoommppaannyy Group Company
Note ££000000  ££000000  £000 £000 

Due within one year:

Trade debtors 4433,,228877 1111 12,518 –
Amount due from subsidiary undertakings –– 66,,227744 – –
Other debtors 558877 114422 1,271 –
Prepayments and accrued income 22,,550000 1144 2,239

4466,,337744 66,,444411 16,028 –

Due after more than one year:

Deferred tax asset 21 337700 –– 225 –
Other debtors 336611 –– 836 –

773311 –– 1,061 –

15. INVESTMENTS CONTINUED
Country of Proportion of voting rights

incorporation and ordinary share capital 
Name or registration held at 31 December 2004 Nature of business

M&C Saatchi Limited UK 100% Advertising
M&C Saatchi Sponsorship Limited UK 100% Advertising
M&C Saatchi International Limited UK 100% Holding Company
M&C Saatchi (Management) Limited UK 100% Dormant
LIDA Limited UK 100% Direct marketing
M&C Saatchi Marketing Arts Limited UK 50% Consultancy
The Immediate Sales Company Limited UK 83.2% Direct marketing
Talk PR Limited UK 72.9% Public relations
Influence Communications Limited UK 100% Advertising
Newinco 292 Limited UK 100% Property rental
Walker Media Holdings Limited UK 75% Holding Company
Walker Media Limited UK 75% Media buying
M&C Saatchi Worldwide Limited UK 100% Holding Company
M&C Saatchi Agency (ESOP) Limited Jersey 100% Dormant
M&C Saatchi International Holdings BV UK Branch 100% Holding Company
M&C Saatchi Agency Pty Limited Australia 100% Advertising
M&C Saatchi Direct Pty Limited Australia 100% Direct marketing
Go Studios Pty Limited Australia 100% Advertising
EMC Saatchi Pty Limited Australia 100% Dormant
Bright Red Oranges Pty Limited Australia 100% Advertising
DNA Agency Network Pty Limited Australia 90% Advertising
Dery Finance PtyLimited Australia 100% Holding Company
M&C Saatchi (Hong Kong) Limited Hong Kong 100% Advertising
M&C Saatchi Agency (S) Pte Limited Singapore 100% Advertising
M&C Saatchi Agency Inc USA 96% Advertising
M&C Saatchi LA Inc USA 84% Advertising
M&C Saatchi Limited New Zealand 100% Advertising
M&C Saatchi (M) SDN BHD Malaysia 80% Advertising
M&C Saatchi Limited Japan 64% Advertising
M&C Saatchi Consulting (Shanghai) Limited China 100% Consultancy

In 2003 the investment in Walker Media Holdings Limited represented 100% of the issued ‘B’ ordinary shares representing
50% of the issued share capital. On 14 July 2004 the Group acquired a further 25% of Walker Media Holdings Limited,
causing Walker Media Holdings Limited to be accounted for as a subsidiary. The results shown below for 2004 represent 
the first half of the year. 
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NOTES TO THE ACCOUNTS CONTINUED
20. PROVISIONS FOR LIABILITIES AND CHARGES CONTINUED

Deferred Phantom National
Taxation Bonus Insurance Total

£000 £000 £000 £000 

At 1 January 2004 208 – – 208
Charge to the profit & loss account (199) 892 66 759
Paid in the year – (749) – (749)

At 31 December 2004 99 114433 6666 221188

21. DEFERRED TAXATION
The amounts of provided deferred taxation are as follows:

Deferred
taxation

Group Note £000 

At 1 January 2004 in provisions 20 208
At 1 January 2004 in long-term debtors 17 (225)

Exchange translation differences (17)
14

(3)
Credited to profit and loss account 10 (358)

At 31 December 2004 (361)

At 31 December 2004 in provisions 20 9
At 31 December 2004 in long-term debtors 17 (370)

At 31 December 2004 (361)

22000044 2003
££000000  £000 

Accelerated capital allowances 2277 268
Provision on options & phantom bonus accruals ((221144)) –
Sundry timing differences ((117744)) (285)

((336611)) (17)

The Group has no unprovided deferred taxation.

CCoommppaannyy
The company had neither provided nor unprovided deferred taxation.

18. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
22000044 22000044 2003 2003

GGrroouupp CCoommppaannyy Group Company
££000000  ££000000  £000 £000 

Bank loans –– –– 21 –
Trade creditors 3311,,118899 3355 5,872 –
Other creditors 882222 55 458 –
Amounts due to subsidiary undertakings –– 55 – –
Tax and social security 22,,555533 –– 1,326 –
Dividends payable 662299 662299 – –
Corporation tax 11,,227799 –– 780 –
Obligations under finance leases and hire purchase contracts 113333 –– 222 –
Accruals and advanced billings 1199,,337755 117788 12,688 –

5555,,998800 885522 21,367 –

19. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

22000044 22000044 2003 2003
GGrroouupp CCoommppaannyy Group Company

££000000  ££000000  £000 £000 

Other creditors 666633 –– 721 –
Obligations under finance leases and hire purchase contracts 111111 –– 229 –

777744 –– 950 –

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

22000044 2003
££000000  £000 

In one year or less, or on demand 113333 222
In more than one year but not more than two years 8855 78
In more than two years but not more than five years 2266 150

224444 450

20. PROVISIONS FOR LIABILITIES AND CHARGES
22000044 2003

Note ££000000  £000 

Deferred taxation 21 99 208
Phantom bonus provision(1) 114433 –
National Insurance on employee Options 6666 –

221188 208

(1) Certain Executives are entitled to ‘phantom’ bonuses in M&C Saatchi Sponsorship Limited & Talk PR Limited, calculated with reference to the
relevant company’s share of Group profits after tax and the market capitalisation of the Group. The liability could crystallise from 2007 or 2009
when the Executive or Group respectively have the right to exercise the options.
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NOTES TO THE ACCOUNTS CONTINUED
23. RESERVES

Ordinary Share Share(1) Profit
share premium Merger option and loss

capital account reserve reserve account Total
Group £000 £000 £000 £000 £000 £000 

At 1 January 2004 12 – – – 3,961 3,973
Exchange differences – – – – 260 260
Script issue 312 – – – (312) –
Ordinary shares issued in respect of acquisitions 134 – 16,484 – – 16,618
Issue of options – – – 514 – 514
Share placement 84 10,453 – – – 10,537
Share issue costs – (835) – – – (835)
Redemption of redeemable preference 
shares on subsidiary – – 50 – (50) –
Merger reserve release on Goodwill amortisation – – (575) – 575 –
Retained Profit for the year – – – – (1,486) (1,486)

AAtt  3311  DDeecceemmbbeerr  22000044 554422 99,,661188 1155,,995599 551144 22,,994488 2299,,558811

Ordinary Share Share(1) Profit
share premium Merger option and loss

capital account reserve reserve account Total
Company £000 £000 £000 £000 £000 £000 

Ordinary shares issued in respect of acquisition 
of M&C Saatchi Worldwide Ltd 421 – 52,164 – – 52,585
Ordinary shares issued in respect 
of other acquisitions 37 – 4,599 – – 4,636
Share placement 84 10,453 – – – 10,537
Issue of options – – – 514 – 514
Share issue costs – (835) – – (835)
Retained Profit for the year – – – – 538 538

AAtt  3311  DDeecceemmbbeerr  22000044 554422 99,,661188 5566,,776633 551144 553388 6677,,997755

(1) 411,050 (0.8%) ordinary share options were issued on 14 July 2004. These options are exercisable from 14 July 2006 at a price of 1p each.
(2) Before M&C Saatchi Worldwide Limited merged with M&C Saatchi plc it split all its £1 shares into 1p shares and then issued, by way of 

a scrip issues, 30,000,000 new 1p ordinary shares, 1,149,340 new B shares and 83,826 new C shares. The 1p B and C shares were converted 
to 1p ordinary shares.

Minority shareholders in M&C Saatchi Marketing Arts Limited, The Immediate Sales Company Limited, Talk PR Limited,
Walker Media Holdings Limited, DNA Agency Network Pty Limited, M&C Saatchi Agency Inc, M&C Saatchi LA Inc and
M&C Saatchi (M) SDN BHD, have rights to swap their minority shareholding for equity in M&C Saatchi plc at a fair value.
The earliest year these rights can be exercisable is 2007.

The Company has taken advantage of the dispensation under Section 230(3) of the Companies Act 1985, allowing it not 
to publish its own profit and loss account. The Group profit for the year includes a loss after tax and before dividends 
of £(333k) which relates to the Company.

22. SHARE CAPITAL
22000044

CCoommppaannyy
££000000  

AAuutthhoorriisseedd
200,000,000 ordinary shares of 1p each 22,,000000

22000044
CCoommppaannyy

££000000  

AAllllootttteedd,,  ccaalllleedd  uupp  aanndd  ffuullllyy  ppaaiidd
54,206,799 ordinary shares of 1p each 554422

554422

M&C Saatchi (The Company) was incorporated on 28 April 2004 and subsequently merged with 
M&C Saatchi Worldwide Limited on 14 July 2004.

– On incorporation the Company issued 2 ordinary shares of £1 each.
– The Company’s shares were then split into 200 ordinary shares of 1p. 
– 5,000 redeemable preferences of £10 each were issued in the Company.
– 42,068,116 ordinary shares of 1p were issued in exchange for M&C Saatchi Worldwide Ltd.
– 3,708,511 ordinary shares of 1p were issued in exchange for the minority shares in certain 

of our Asia Pacific companies.
– 8,429,972 ordinary shares of 1p were issued by the company when its shares were admitted to AIM.
– All ordinary shares were issued at £1.25 per share.
– On the 30 July 2003, 2,000 redeemable preferences of £10 each were redeemed.
– Certain employees hold options for 411,050 ordinary shares exercisable from 14 July 2006, at 1p.
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NOTES TO THE ACCOUNTS CONTINUED
26. PENSIONS
The Group does not operate any company pension
schemes. The Group makes payments to certain employees
to enable them to contribute to their personal pension
plans. Payments of £1,328,342 (2003 – £1,358,879) were
made in the year and charged to the profit and loss
account in the period they were due. At the year end, 
there are unpaid amounts included within accruals 
totalling £82,490 (2003 – £63,451).

27. RELATED PARTY TRANSACTIONS
During the year, the Group entered into the following
transactions with related parties.

Jeremy Sinclair, Maurice Saatchi, Bill Muirhead and 
David Kershaw who are Directors of M&C Saatchi plc are
also Directors of 36 Golden Square LLP. These companies
therefore have a controlling nucleus of Directors in common.

On 14 July 2004 Newincco 292 Limited, a Group 
undertaking, sold the freehold interest in 36 Golden Square
to 36 Golden Square LLP for £310,500.

Newincco 292 Limited received a ground rent totalling
£15,625 (2003 – £2,500) from 36 Golden Square LLP 
during the year.

The Group paid rent to 36 Golden Square LLP totalling
£1,672,000 during the year (2003 – £165,291 for rent 
since 24 November 2003). 

No amounts remained outstanding between any member 
of the Group and 36 Golden Square LLP at the year end.

Maurice Saatchi is Co-Chairman of the Conservative 
party. During the year the Group charged, on an arms
length basis, the Conservative Central office £350,684
(2003 – £3,000) for advertising and marketing services 
of which £31,603 (2003 – £nil) was outstanding at the 
year end.

Lloyd Dorfman is Chairman and Chief Executive of Travelex
Holdings Limited. During the year the Group charged, on an
arms length basis, subsidiaries of Travelex Holdings Limited
£356,786 (2003 – £704,351) for advertising and marketing
services of which £114,952 (2003 – £153,957) was outstanding
at the year end.

24. RECONCILIATION OF MOVEMENT IN SHAREHOLDERS’ FUNDS

22000044 22000044 2003 2003
GGrroouupp CCoommppaannyy Group Company

££000000  ££000000  £000 £000 

PPrrooffiitt  ffoorr  tthhee  ffiinnaanncciiaall  yyeeaarr
– Group 11,,114400 11,,116677 2,812 –
– Associates 331166 –– 633 –
Dividend ((22,,994422)) ((662299)) (4,641) –

((11,,448866)) 553388 (1,196)

Exchange differences 226600 –– 526 –
Issue of shares 2277,,115555 6677,,775588 – –
Share issue cost ((883355)) ((883355)) – –
Issue of options 551144 551144 – –

Net addition/(reduction) to shareholders’ funds 2255,,660088 6677,,997755 (670) –
Opening shareholders’ funds 33,,997733 –– 4,643 –

Closing shareholders’ funds 2299,,558811 6677,,997755 3,973 –

25. COMMITMENTS UNDER OPERATING LEASES

As at 31 December 2004, the Group had annual commitments under non-cancellable operating leases as set out below:

22000044 2003
LLaanndd aanndd 22000044 Land and 2003
bbuuiillddiinnggss OOtthheerr buildings Other

££000000  ££000000  £000 £000 

Operating leases which expire:
Within one year 117744 5588 66 10
In two to five years 883366 113399 1,020 82
More than 5 years 11,,996611 –– 1,672 –

22,,997711 119977 2,758 92

28. CONTINGENT LIABILITIES
The Group has guaranteed amounts due to certain
suppliers of its subsidiary company Walker Media Limited.
At the year end the liabilities covered by these guarantees
totalled £20,238,545 (2003 – £13,531,225).

29. ACQUISITION OF WALKER MEDIA HOLDINGS LTD
On the 14 July 2004 the Group acquired an additional 
29% of Walker Media Holdings Limited for £4,335,710 paid
by the issue of shares. Before the acquisition the Group
held 46% of Walker Media Holdings Limited shares.

In calculating the goodwill arising on acquisition the fair
values of the net assets of Walker Media Holdings Limited
have been assessed. No adjustment from book value was
deemed necessary. 

Book and
Fair Value

£000 

Fixed assets tangible 234

CCuurrrreenntt  aasssseettss
Debtors 13,838
Cash at bank and in hand 2,243

TToottaall  AAsssseettss  1166,,331155

CCrreeddiittoorrss
Due within one year 16,204

NNeett  AAsssseettss 111111

Equity consideration 4,336
Cost of acquisition 90
Less net assets acquired (29%) (32)

GGooooddwwiillll  aarriissiinngg  oonn  aaccqquuiissiittiioonn 44,,339944



31. NET CASH INFLOW FROM OPERATING ACTIVITIES
22000044 2003
££000000  £000 

Operating profit 22,,889988 5,452
Amortisation of intangible fixed assets 777777 –
Non cash flow expenses associated with reorganisation 446600 –
Depreciation 11,,116677 1,141
Profit on sale of tangible fixed assets ((3344)) (1)
(Increase)/decrease in work in progress ((22,,006622)) 463
Increase in debtors ((1166,,223333)) (2,998)
(Increase)/decrease in creditors 1177,,990022 (4,183)
Exchange differences 7788 265

44,,995533 139

32. ANALYSIS OF CHANGES IN NET FUNDS

Balance at Balance at
1 January Cash Finance Exchange 31 December

2004 inflow leases movements 2004
£000 £000 £000 £000 £000 

Cash at bank and in hand 5,047 12,375 – (99) 17,323

Debt due within one year (21) 21 – – –
Finance leases (450) 225 (31) 12 (244)

TToottaall 44,,557766 1122,,662211 ((3311)) ((8877)) 1177,,007799

33. RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS

22000044 22000044 2003 2003
££000000  ££000000  £000 £000 

Increase in cash in the year 1122,,337755 (7,615)
Cash outflow from decrease in lease financing 222255 165
Inception of finance leases ((3311)) (96)
Exchange differences ((8877)) 228
Cash outflow from repayment of bank loan 2211 34

Movement in net funds in the year 1122,,550033 (7,284)
Net funds at start of year 44,,557766 11,860

Net funds at end of year 1177,,007799 4,576
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NOTES TO THE ACCOUNTS CONTINUED
29. ACQUISITION OF WALKER MEDIA HOLDINGS LTD CONTINUED
The results of Walker Media Holdings Ltd prior to its acquisition were as follows:

PPrrooffiitt  &&  lloossss  aaccccoouunntt

1 January 2004
to 13 July 2004 2003

£000 £000 

Turnover 7722,,556644 153,470

Operating profit 776644 1,418
Net Interest 224433 423

Profit on ordinary activities before taxation 11,,000077 1,841
Taxation on profits on ordinary activities ((332211)) (465)

Profit for the year 668866 1,376

CCaasshh  fflloowwss
The net inflow of cash arising from the acquisition of Walker Media Holdings Ltd was as follows:

£000 

Cost of acquisition (90)
Cash acquired 2,243

NNeett  ccaasshh  iinnffllooww 22,,115533

30. FINANCIAL INSTRUMENTS 
The Group has no borrowings and holds cash on short term deposit. During the year the Group received an average 
of 4% on its deposits.

CCuurrrreennccyy  eexxppoossuurree  
The monetary assets and liabilities of the Group that are not denominated in the functional currency of the operating 
unit concerned are shown below. The fair value of the monetary assets is not materially different to the book value.

US Dollar Euro Total
£000 £000 £000 

Functional currency of Group operations
22000044  SStteerrlliinngg  &&  TToottaall 11,,558833 111199 11,,770022
2003 Sterling & Total – 10 10

These balances arose from trading with clients who pay in currencies other than the currency of the local office.
Exchange rate exposure is minimised by using forward contracts when the amount of future currency exposure 
on client contracts is material and known.
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2003 M&C Walker Re- Enlarged
Saatchi Media organisation Group 

Worldwide £000 £000 £000 

TTuurrnnoovveerr 101,219 153,470 (742) 253,947
Cost of sales (47,608) (147,763) 742 (194,629)

GGrroossss  pprrooffiitt 53,611 5,707 – 59,318

Administrative expenses
– Ordinary (48,159) (4,289) – (52,448)
– Exceptional – – – –
– Amortisation of goodwill – – – –

OOppeerraattiinngg  pprrooffiitt 5,452 1,418 – 6,870

Share of operating profit of associates 652 – (652) –
Interest receivable 457 425 (196) 686
Interest payable (55) (2) 1 (56)

PPrrooffiitt  oonn  oorrddiinnaarryy  aaccttiivviittiieess  bbeeffoorree  ttaaxxaattiioonn 6,506 1,841 (847) 7,500

Taxation on profits from ordinary activities (2,117) (465) 214 (2,368)

PPrrooffiitt  oonn  oorrddiinnaarryy  aaccttiivviittiieess  aafftteerr  ttaaxxaattiioonn 4,389 1,376 (633) 5,132

Minority interests (944) (130) 650 (424)

PPrrooffiitt  ffoorr  tthhee  ffiinnaanncciiaall  ppeerriioodd 3,445 1,246 17 4,708

EEaarrnniinngg  ppeerr  sshhaarree
– Basic 10.61p 2.44p (4.36)p 8.69p
– Diluted 10.61p 2.44p (4.40)p 8.65p

SShhaarreess  eeaarrnniinngg  ppeerr  sshhaarree  iiss  bbaasseedd  oonn:: 32,483,666 35,952,232 54,206,799 54,206,799
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RECONCILIATION OF THE UNAUDITED PRO FORMA ACCOUNTS TO THE
AUDITED ACCOUNTS FOR THE YEAR ENDED 31 DECEMBER 2004

22000044 Removal
exceptional Re-

M&C items and organisation Enlarged
Saatchi plc goodwill (1) Group 

£000 £000 £000 £000 

TTuurrnnoovveerr 215,184 – 72,564 287,748
Cost of sales (155,807) – (69,763) (225,570)

GGrroossss  pprrooffiitt 59,377 – 2,801 62,178

Administrative expenses
– Ordinary (52,907) – (2,037) (54,944)
– Exceptional (2,795) 2,795 – –
– Amortisation of goodwill (777) 777 – –

OOppeerraattiinngg  pprrooffiitt 2,898 3,572 764 7,234

Share of operating profit of associates 352 – (352) –
Interest receivable 800 – 131 931
Interest payable (30) – – (30)

PPrrooffiitt  oonn  oorrddiinnaarryy  aaccttiivviittiieess  bbeeffoorree  ttaaxxaattiioonn 4,020 3,572 543 8,135

Taxation on profits from ordinary activities (2,033) (460) (173) (2,666)

PPrrooffiitt  oonn  oorrddiinnaarryy  aaccttiivviittiieess  aafftteerr  ttaaxxaattiioonn 1,987 3,112 370 5,469

Minority interests (531) – 90 (441)

PPrrooffiitt  ffoorr  tthhee  ffiinnaanncciiaall  ppeerriioodd 1,456 3,112 460 5,028

EEaarrnniinngg  ppeerr  sshhaarree
– Basic 3.42p 5.74p 0.12p 9.28p
– Diluted 3.41p 5.72p 0.11p 9.24p

SShhaarreess  eeaarrnniinngg  ppeerr  sshhaarree  iiss  bbaasseedd  oonn::  ((22)) 42,541,744 47,068,544 54,206,799 54,206,799

(1) Reorganisation column restates the first half of the year to show Walker Media Holdings Limited as a subsidiary, and adjusts minority interests 
by £262k to remove the minority charge relating to the M&C Saatchi minorities that were acquired during the reorganisation.

(2) 54,206,799 is the number of ordinary shares in existence at 31 December 2004 and includes the new shares placed on 14 July 2004.
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