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~ We are a leading international
marketing and communications
group delivering record results
-and value for our shareholders

Turnover up 52%
Gross revenue (gross profit) up 54%
Total operating profit* up 71%
Profit before tax* up 82%
Diluted earnings per share* up 40%
Dividend per share up 19%

Profil before tax®
Tolal operating profits
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Chairman’s statement

incepta Group plc

Total rating profit= (£1m)
Bob Morton 14.2

Chairman

incepta Group plc

B m share*
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. Years to February
' . . ~before exceptional items and as restated
cording to FRS14
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growth, success and opportun

An exceptional year of

- ~This has been an exceptional year for Incepta.
Strong organic growth, the acquisition of first
class businesses in our core markets worldwide
and our ability to exploit Opportunities as they
arise, have combined to deliver record financial
results and strengthen our position as one of the
world's fastest growing marketing and
communications groups,

Strong trading across all divisions resulted in
£ross revenue increasing by 54% and total

operating profit before exceptional items by 71%-

to £14.2 millign. Our strategic investment in
Lopex resulted in an exceptional pre-tax profit of
£11.0 million and released net cash of £16.6
million for firther investment i the Group.
Overall, prudent management of our cash fiows
and working capital generated £25.7 million in
cash. Dilujed eamings per share before
exceptional items increased by 40% to 2.88
pence. Since the Group was transformed by the
"gcquisition of Citigate in March 1997, we have
witnessed compound growth in diluted eafnings
per share of well over 40%. The boavd is
recommending a 19% increase in the final
dividend to 0,50 pence per share.
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Qur investment in Dewe Rogerson in October
1998 was driven by our strategy of building

- critical mass In each of the disciplines and core

markets im which we operate. It has been an
outstanding success. Citigate Dewe Rogerson is
the world leader in share offer marketing, this
year pioneering the first pan-European retait
share offering and continuing to play a significant
role in a number of rnajior UK and Eurcpean
mergers and acguisitions.

The acquisitions during the year of i.MAGE in
Singapore, SEA in Germany and, since the year
end, Sard Verbinnen, a leading New York financial
publi¢ relations and crisis communications
consultancy, complement the strengths of
Citigaté Dewe Rogerson perfectly, enabling us to
offer utstanding strategic advice and
implementation in each of the main financial
regions in the world‘.l

The demand for the services of our advertising,
marketing setvices and design & branding
operations has also been strong, with our UK and
international businesses working closely together
to win demanding and high profile mandates.
Four Group companies worked on a global
campaign for the merger of Deutsche Bank and
Bankers Trust, and Park Avenue played a central
role in the UK's Millennium celebrations,

During the year we have also established
Citigate.com at a Group level to co-ordinate our
existing on-lin@ and new media activities,
enabling us to offer our clients a fully integrated
service for all on-line and off-line
communications.

Marte than anything, our success is a reflection of
our peopte. Their expestise and commitment to
the Group have created an entrepreneutrial
culture with the vision and determination to play
a leading role in the consolidation of the global
media sector,

The Group fes made a strong start to 2000/01
and | look forward with confidence to another
year of high growth.

Lo e

Bob Morton
Chairman
2 May 2000




David Wright
Chief Executive

~ Chief Executive’s review

1 am delighted to repart on another qutstanding
year in the development and financial
petfarmance of the Group.

Through sustained organic growth across our core
businesses and strategic investment, we have
sacured a distinctive positioning in the media
sector as one of the most successful and fastest
growing marketing and communications groups.

(Gross revente increased by 54% to £77.2 million
on turnover up 52% to £173.4 million. Profit on
ordinary activities before tax and exceptional
items grew by 82% to £14.0 miilion, whilst our

. operating margin at.over 18% remains.amongst
the highest in our sector. Diluted earnings per

- share rose by 40% uncerlining again our jong
term commitment to generating shareholder
vaiue. This continues the exceptiona! growth
that the Group has achieved since the Citigate -
acquisition at the beginning of the 1997/98
financial year.

We have enjoyed the benefits of our first full year

. following the acquisition of Dewe Rogerson in
Qctober 1998. The enlarged Group has had an
excellent year, establishing Citigate Dewe . -
Rogerson as one of the world's leading financial
communications consultancies.

In July 1999 we demonstrated our ability to
‘capitalise on an earmings-enhancing opportunity
through the disposal of our strategic investment in
Lopex plc, securing an exceptional pre-tax profit of
£11.0 million. Our 27% holding had been
accumulated over a two year period at an average
price of 38 pence per share. A full and final offer
was launched for the whole of the issued ordinary
share cagital not already owned by the Group. we
subsequently accepted’a sebstantial cash counter -
offer of 120 pence per share. Net cash proceeds
of £14.6 million were committed to the Group’s
ongoing investment programme.

A significant development was the establishment
of Citigate.com to consolidate the Group's existing
an-line and new media activities and to enable us
to offer our clients a fully integrated senvice for all
on-line and off-line communications. The new
company has become the engine for our
investment in on-line and new media capability
and spearheads the Group’s determination to
reflect the full potential of new technologies in the
services we provide to cur clients.

Public Relations
Gross revenue for the public relations division
increased by 77% to £41.0 million and operating

profit before exceptional items grew by 136%
to £6.9 million.

Citigate Dewe Rogerson has had an outstanding
year. It has made a major contribution to Group
profits, acted as a catalyst in generating business
for other Group companies and accelerated the
growth in cross-border referrals. '

Citigate Dewe Rogersan is the clear global leader
in share offer marketing having handled 140
transactions to date in 35 different countries
raising over US$340 billion. It is the [eading
innovator In retail share offer marketing as
demonstrated by Deutsche Telekam I, the first
ever pan-European retail offer, and Siemens’
demerger of infinecn Technologies, the largest
high tech IPO to date worldwide, Citigate Dewe
Rogerson advised the Italian Treasury on the
privatisation of ENEL, the largest IPC in the world
in 1999 It is also a leading adviser on European

- technology, listings with Terra Networks, Freeserve,
lastminuite.com, gameplay.com and T-Onling all

~ brought to the market this year.
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The long term potential of

lised

our Group is starting to be rea

Citigate Dewe Rogerson continues to operate at
the heart of corporate activity and has been
invoived in a significant number of the major UK
and European mergers and acquisitions. Projects
included Punch Taverns’ campaign to acauire
Allied Domeca’s pubs, Qlivetti's bid for Telecom
Italia, Scottish Widows' demutualisation and
merger with Lloyds TSB and the merger of
Granada and Radio Rentals TV rental businesses.
We also worked for Paribas-and Société Générale
on their merger and defence against the BNP
bid, Legat & General in its proposed merger with
NatWest and Telewest on its acquisition of
Flextech.

Tne corporate public relations division,
responsible for brand management and
corporate profile development, has continued 1o
prosper. it advised on the launch of Nasdag
Europe and Nasdaq Japan and has grown
significantly through its work for a diverse range
of clients, including Lovells, Granada Road
Services, Littlewoods Leisure, Nomura and
Sports.com. .

Citigate Dewe Rogerson 4lso ranks among the
world's leading investor relations consultancies,

_broviding sirategic advice and programme
implementation for over 200 companies
worldwide. ‘

The financial services public relations division saw
significant growth during the year in terms of

client acquisition and recruitment, driven in both
cases by the desire for ‘best of breed’ association,
The Internet is the key markeiplace dynamic, with

the landscape transforming rapidly. Our clignts are.

both driving and reflecting this accelerating
change and we will continue to develop our
offering to stay ahead of their needs.

Citigate Dewe Rogerson’s new broadcast divisicn
came fully into'its own during the year under
review, handling a range of assignments for
existing efients and winning significant new
business.

For Citigate Technology the current year was one
in which its IT sector clients broadened their PR
programmes to include business managers and
the boardroom, as well as IT specialists. We.
advise a number of major IT services hrands, as
well as leading software vendors and innovative
technology companies.

~ prior to going public, retain us for their fisting and
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Citigate Public Affairs is pow firmly established
as a leading UK public affairs agency, with offices
in Edinburgh, Gardiff and Brussels as well as
London, and gyer 100 clients. During the year, it
advised on the political and regulatory aspects of
several major mergers and acquisitions and on
competition inguiries in the UK and at European
Union level. Clients have benefited from the
company’s expertise in e-commerce, its
understanding of the government’s desire

10 close the digital divide and the European
Commission’s appraach to regulation of the -
new technologies. )

Our US client base also contirues to expand.
ncreasingly, we are providing "front-to-back end”
services to individual ciients as many companies
choose Citigate Dewe Rogerson as their adviser

then assign to us their ongoing communications
programmes. Qur \JS shareholder intelligence
division made several strategic acquisitions

this year, strengthening our position as a global
leader in the provision of information about
share ownership and buying patterns of a
company’s stock. ’

We are experiencing a major expansion in our
Us technology business. Citigate Dewe Rogerson
in New York advised Wit Capitat Group, the first
on-line investrnent bank, on its Nasdaq listing
and provided communications support for its
merger with soundview, a leading technology-
focused investment bank. We also provide
strategic counsel to Internet-driven companies
such as Entrade Inc., that are active in the global
an-line marketplace, and Internet security
organisations such as Content Technologies.

in Hong Kong we underlined our position as one
of the top financial communications
consultancies by advising on the IPO of the
Tracker Fund of Hong Kong. Our newly-acquired
subsidiary in Singapore, renamed Citigate Dewe
Rogerson i MAGE, maintained its pole position in
domestic capital market transactions for the
ninth consecutive year, launching 27 out of a
total of 50 new IPOs for calendar 1999,
accounting for 54% of all IPOs and 63% of all-
monies raised. It has already made a significant

" contribution to the Group in the current year

and enhances our strategic presence in
Southeast Asia. :

We have also begun to reap the benefits of the
renewed strength in Latin American markets and
~_have established a new affiliation in Buenos
Aires, Argentina.




Advertising .
Our advertising division has had a very gocd
year generating gross revenue of £18.1 miilion,
an increase of 39% over the previous year, and
operating profit before exceptional items of
£3.4 million.

Citigate Albert Frank in London has entered the
list of top 30 agencies in the UK for the first time.
This reflects a strong trading performance in our
traditional sectors of corporate, financial and
financial services. As the final stage of the
integration of Dewe Rogerson, their advertising
agency, initially renamed Citigate Dewe Rogerson
Advertising & Branding, was integrated into
Citigate Albert Frank to form a single brand in the
UK. We continue to win widespread recognition
and respect for our créative work and this year
won a Golden ‘Mobius® award for art direction in
the print category for our client Investment
Week. Our new media facility complements
existing services to clients and the agency's role
as a full service provider of advertising and
marketing services.

The services of Citigate Albert Frank and Citigate
Dewe Rogerson, in New Yori were integrated
under a unified management structure and
handled cornprehensive communications
programmes for a number of major clients
_~including Wit Capital Group, EDGAR Online,
IDEAGIobal, Convergence Cammunications,
Prescient Markets and GE Capital.

Qur San Francisco office had its best year ever.
By offering iniegrated advertising, corporate
identity and design services, they secured a
number of high profile mandates including
Morgan Stanley Dean Witter Online, Emery
Worldwide and Dresdner RCM Global Investors.

Alexander Demuth (now rebranded Citigate
.Demuth) expanded its role in the German
marketplace as a specialist in corporate
communications. Corporate advertising
campaigns for Deutsche Bank, Ope! and BHF
Bank and-Corporate branding assignments
for thefnergers of VEBANIAG and
Condor/Neckermann, illustrated the agency's
reputation for strategic communications.

in Hong Kong, Citigate Window Creative attracted
new wark from AXA and SunBvisian as well as
berefiting from increased spending by existing
clients such as The Asian Wall Street Journal and
Schroders, as the economic climate continues
to improve.
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Marketing Services

The year under review was another strong one
for the Group's matketing services divislon, with
£ross revenue increasing by 24% to £9.6 million
and operating profit before exceptional items by
8% to £2.5 million, ’

In addition to work for regular clients, including
Opel's centeqary at the Geneva Motor Show and
several projects for British Airways, Park Avenue
co-ordinated a satellite-linked live eventin
Frankfurt and New York for the global launch of
the Deutsche Bank and Bankers Trust merger.
We also produced a brand awareness video for
Marks & Spencer and siaged the adidas Warld
Conference in Sydney. New Year's Eve marked
the faunch of the British Airways London Eye
with spectacular lasers, lighting, music and
fireworks ail staged by Park Avenue. Frther
along the Thames, ng Majesty the Queen was
opening the Millennium Dome, containing Home
Planet, the only ride in the Dome — designed and
built by Park Avenue.

Building on Park Avenue's established
reputation for'crkative achievement, Yellow Line
was launched during the year as a second
brand to fofus on investor relations logistics.
Park Avenue has also recently established an
office in Frankfurt to provide international
communications expertise for German
companies with global ambitions.

Following the successful acquisition of TEAM and
subsequent merger with LGM, the new enlarged
agency, TEAM LGM, has had an outstanding year.
Many notable campaigns have been carried out
for clients such as ‘Coca-Cola’, HFC Bank, Post
Office Counters and Bestfoods. Significant new
business wins have come from Telewest,
Flextech TV, Bacardi-Martini and bigsave.com.
Now a top 20 agency within its sector, TEAM LGM
has earned a reputation for outstanding
creativity, strong strategic thinking and excellent
delivery.

Design & Branding
Whilst the design & branding division continues
to grow, with gross revenue 34% ahead at £9.1

_millian, its 4% increase in operating profit before

exceptional items to £0.9 million was below
internal expectations. Plans are underway to
develop the division by further growth and
acquisition in key markets to establish greater
critical mass.

Citigate Lloyd Northover has positioned itself as
one of the |eading corporate branding businesses
warldwide. The UK husiness has made substantial
gains in new media activity and on-line branding.
During the year, a corporate branding and design
presence was established in Frankfurt in order to
develop our business in the German market.
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Citigate Publishing is one of the UK's leading
names in cerporate pubtishing, producing
publications in print and on screen for a wide
range of high profile private and public sector
organisations suich as McDonald’s, British Red
Cross, Home Office and Nestlé. During the year,
the business moved into a new office and studio
equipped with the latest publishing technglogy,
from which we are already enjoying both
operational and financial behefits,

Acquisitions
The acquisition of SEA in February of this year
was a major step in the Group's strategy to
create a strong, diversified marketing and .
commurications operation across dantinental
Europe, SEA is one of the leading advertising
and corporate communications businesses in
Germany and has over 150 peaple in is offices
in Dlsseldord, Berlin and Bonn. It complemients
our Frankfurt-based agency, Citigate Demuth,
and gives the Group a substantiai presence in -
one of the most powerful economies in Europe.
SEA Dewe Rogersen, which specialises in
financial public relations and investor relations
i Germany, aiso became wholly-owned by the
Group as part of the SEA transaction and has
peen renamed under the Citigate Dewe
Rogerson drand.

3

Since April 1999, our public affairs operations in
the UK and Europe have been enhanced by the’
addition of The Public Palicy Unit, a business and
management consultancy specialising in
government related work and public affairs. .

In South Africa, two acqulisitions during the year
and one more recently represent significant
Progress in our strategy to buiild a multi-
disciplined practice in the region. Rainmaker
Public Refations and Reader Pollock, an
advertising and marketing agency, were combined
with Citigate South Africa in September 1999,

In March 2000, the Group acquired Ballard & King
Communications, ane of the leading IT public
relations consultancies in South Africa,

There were several smaller acquisitions in the
second half. In the US, the acquisitions of Kissel-
Blake, Power IR and the stockwatch and
shareholder intelligence division of CIC are aimed
at boosting the Group’s investor relations capability
and developing our global on-line applications. We
have also recently acquired SMARTS, one of
the leading advertising and design agencies in

scofland.

Since the year end, the Group's intermet and new
media operations have been expanded further
by the acquisition of London-based MARCHCOM
and CAROL Limited (Company Annual Reports
On-Line). Both companies provide on-line
investor relations services and will extend our
e-commerce and new media capabilities under
the Citigate.com brand,

The Group has also substantially expanded its
financial communications capabilities with the
more recent acquisttion of Sard verhinnen based in
New York. Established in 1992, Sard Verbinnen has
developed into one of the feading financial public
relations and crisis agencies n the US. It specialises
in strategic carporate, financial and investor
relations, crisis communication counsel and
services, with particular expertise and experience
advising organisations during hostile or friendly
MB&A transactions. Since its foundation,

Sart Vierbinnen has acted for clients on over .

" 180 MRA transactions. :

Cur vision .
Qur goal continues to be 10 increase shareholder

. value through the development of an

international marketing and commurications |
group with capability at the highest level I
every divisior. -,

With first time cortributicns from both SEA and
Sard Verbinnen, we expect a substantial part of
the Group's earnings in the 2000/01 financial
year to come from outside the UK. 'We will be
seeking to further our reputatian for earnings
growth through successfui integration of these
and our other recent acguisitions.

The Group will continue to expand its worldwide

presence to provide an even stronger base

from which to meet our clients’ ever-growing
marketing and communications needs. As our
brand becomes increasingly recognised in
global markets, the cpportunities appear
greater than ever.

our people

Oour most valuable resource is our people and it
s their collective abiliv) an% dedication that has
been the single most important factor in the
remarkabie growth of the Group in recent years.

More than 40% of our employees are
sharehalders, owning over 40% of the Group's
equity, and it remains a core strategy to
encourage participation in the success of the
Group in this way. Acquisitions are typically
structured to give key employeas a stake in the
Group in line with the Group's strategy 1o
maintain a wide employee shareholder cufture.

Following tha overwhelming interest in the first
scheme last year, another Save As You Earn
scheme was launched in December 1999 and
was once again heavily oversubscribed. It is the
hoard’s intention to continue to foster its
philosaphy of wide and deep share ownershigp
through similar initiatives in the current financial
year. It is for this reason that the Group is to
seek shareholder approval for new share

option proposais.

This year's results are evidence of the
considerable hard work that has been putin |
around the world. | sincerely thank everyane
in the Group for this achievement.

Current trading

The Graup has made a strong start 1o the current
year. Taking into account the operational bengfits

- expected from our recent acquisitions and the

further development of our new media and
on-line capabilities, the Graup is well placed
1o deliver further nigh growth.

-. ) "Q_——) [ bL—’L >
David Wright
Chief Executive
2 May 2000
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| . Did you know...?

b

« That incepta acquired Citigate in March 1997
creating our four core disciplines of public relations,
advertising, marketing services and design & branding

¥ * That Citigate was founded in 1988 by 35 people
who shared a vision to build the world's leading. marketing
and communications group

« That Citigate’s diluted earnings per share grew by a
compound rate of over 40% as a private aompany over
the five years to 1997

» That Incepta’s earnings per share has grown by a
compound rate of over 40% a year since the Citigate
acquisition based on the key measure of diluted earnings
per share before exceptional items

. « That Incepta was promoted to the UK FTSE 250 in

-~ March 2000 and is one of the fastest growing companies
in its sector

» That Incepta currently employs over 1,300 people in
38 offices across the world in all of the main financial centres

« That Incepta generated revenues of £77 million in the year

to February 2000 from over 1,400 clients covering every
key sector \ : '

» That Citigate Dewe Rogerson is one of the world’s leading
financial communications companies advising on IPOs, listings,
mergers & acquisitions and corporate & financial communications

» That over 40% of Incepta’s equity is owned by over 40% of
its employees demonstrating its entrepreneurial philosophy of
extensive share ownership

» That incepta’s exceptional growth, succeés and potential
reflect the expertise and commitment of its staff
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Public relations can be the most powerful of
communications techniques. It influences
fundamentally how core audiences view a
business, its strategy, management, prospects
and services. In conseguence, it influences not
just an organisation’s image, positioning and
cost of capital, but also the territory core
audiences see as appropriate for its growth,
both organically and by strategic moves.

The authority and visibility of media and analyst
comment interact and provide a multiplier to
communications effectiveness. Particularly as
part of a co-ordinated communications
strategy, public relations can be formidable.




Our clients include:!

Associated British Foods
Financia! commurications

AT Kearney .
Corporate, product and service public relations

Atlantic Telecom i
Financial and corporate public relations

_Bank of Bermuda
- Corporate and business-to-business publi¢ relations

BASF
Public relations

The Boots Company .
Financial and corporate communications
cMG ,

Financial, corporate and business-to-business
public relations

Credit Sulsse Asset Management
Corporate public relations )

Deutsche Telekom )
Financial communications, investor relations
and shareholder mtelligence

Druid

Corporate and busmess £0- busmess public relations
EDGAR Dnllpe

Investor relations

Energis”

Corporate and financial communications

Erste Bank

Financial communications and
investor relations

Fletcher Challenge
Investor relations

Freeserve o
Financial communications

Gambro
Investor relations

’--‘PUb'Iic_' Relations

gameplaycom
Financial communications

Granada

Financial and corporate publlc relations
and public affairs

Integralls Network Systems
Corporate public retations

Investor
tnvestor relations

Legal & General .,
financial and carporate communications

Lioyds TSB
Strategic public affairs advice

" Microstrategy

Corporate and business-to-business public relations
Morse Holdlng's “ ‘ )
Corporate and business-to-business public relations

The Nasdaq Stock Market
Media relations

National Grid Group e
Financial and corporate communications

Ollvetti
Transaction support

orix o
Investor refations, media relations
and shareholder intelligence

Pace Micro Technology
Financial public relations -

Pemod Ricard
Media and analyst refations

Punch Taverns o
Financial communications and public affairs

Raffles Holdings
IPQ investor relations

Schroder Investment Management
Corporate public relations

Scottish Widows )
Demutualisation and merger campaign
SGI

Business-to-business publlc relations

Skandia
Investor relations and shareholder intefligence

Société Générale
Media relations

Telewest Communications
Financial and corporate communications

Toyota Europe )
Strategic public affairs advice

Wit Capital Group
Investor relations, public relations
and sharehclder intelligence

World Pay

Financial and cosporate communications
" Zhejlang Expresswa

y
Corporate and financial publlc relations




Incepta Group pic 14

that Allied cannot duck
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You'll find more on...




igate Public Affairs

Citigate Dewe Rogerson
Citigate Sard Verbinnen

Citigate Technology

C

Public relations hinges on the personal
relationships between client and adviser, the
commitment agencies give to their clients,

the quality of strategic advice they provide and
the depth of their media and ofher connections.

This traditional stock-in-trade, however, has to be
coupled to first class systems and databases, the
ability to execute internationally, if not globally,
and the planned management of teams of
professionals working across different fields, in
conjurction with, and complementing, clients’
internal resources.

These qualities are reflected in the range of our
wark, the results achieved and our consequential
growth. :

Raising Capital

Citigate Dewe Rogerson handled more than 60
share offers last year, in the process building a
leading position in acting for dot.coms, high
technology and telecom companies.

Deutsche Telekom

Deutsche Telekom’s second share offer took
place againstthe backcioth of a congested share
offer calendar, decreasing German retail investor
interest in share offer participation, intense
competition in the company’s domestic market
and a share price close to all time highs. The
communications programme designed by
Citigate Dewe Rogerson, including advertising

by Citigate SEA, involved the first ever pan-
Eurapean retail offer, taking advantage of the
introduction of the euro and offering shares

an equal terms to retail investors actoss ten
countries in addition to Germany. The result was
substantial over-subscription; mare than 1 million
German retail investors; over 400,000 retail
investors from outside Germany supplying

30% of retail demand; and proof of ane of the
most important recent innovations In European
equity issuance. ‘

Aligreen Properties .

In April 1999, we launched the IPO of Allgreen
Properties, Singapore’s second largest residential
propenty developer. It was launched in bearish
market conditions with a property market at
historic lows and investor aversion to exposure
in the property sector. The result was an offer
price above the indicative orice range and a
trading debut with a 68% share price premium.
This PO won Citigate Dewe Rogerson LMAGE its
fourth consecutive PRISM Award.

15 Incepta Group pic

Tracker Fund of Honhg Kong

it Hong Kong, as part of the government’s share
disnosal programme, the Tracker Fund of Hong
Kong was floated as an‘index tracking fund. with
work co-grdinated between London and Hong
Kong, Citigate Dewe Rogerson managed the
commurttéations and saw the value of the offer
up-sized from HKE10 billion to over HK$33 biliion,
70% of which was distributed to retail investors
in Hong Kong's first mass marketed retail offer.

Freeserve

I July last year, we handied the communications
for Freeserve’s IPQ. This was ground-breaking,
establishing the vatue in Dixon's subsidiary,
focusing investors on the sector and opening the
way for a flow of capital raisings for dot.coms
and high tech coppanies in the UK and across
continental Europe. Among the dot.com and
technology flotations we handled last year were
Terra Networks and Amadeus Globa! Distribution
in Spain, gameplay.com, freecom.net and
iastminute.go\w in the UK, UPC in the
Netherlands, Wavecom in France and T-Online,
MSH and Mania in Germany.

Infineon Technologies

Siemens AG recently de-merged Infinean
Technologies AG, one of the world's largest
semiconductor companies, through an {PQ.

It was the largest high tech IPO to date
worldwide and the second largest IPO ever in
Germany. In Germany it attracted over 5 million
retail subscriptions, maore than twice the previous

‘record for a German retail offer and

the highest number of orders in a single
company share offer anywhere in the world.

Mergers and Acquisitions

Both in hostile and agreed mergers and
acquisitions, Citigate Dewe Rogerson holds
a leading position in the UK and across
continental Europe.

punch Taverns

Hostile merger and acquisition activity can
seriously damage or promote a company’s
reputation. Nowhere was this clearer than in
punch Taverns' successful £2.7 billion cash
offer for Allied Domecq's retall division. & was
a transaction initially thought impossible by
everyone other than those involved. It was
ehabled not least by a sustained high profile
public relations, public affairs and advertising
campaign which de-stabilised Allied's prior
agreed deal with whitbread, won all the
arguments day-by-day in the media and placed
both Allied and whitbread under continuing

gritical inspection. it helped create & brand for
-Punch, drove the key messages and secured

amemorable victory.
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Olivettt

Olivetti's €60.4 biltion tender offer for Telecom
ltatia was a milestone transaction in ftaly and
continental Europe. Citigate Dewe Rogerson
helped to design and implement domestic and
international communications strategies aimed
at perstading retail and institutional
sharehciders to support the Ofivetti bid. The
overall programme incorporated media relations,
advertising, market research, analyst relations
and crisis communications, all managed both
domestically and internationally,

Legal & General

fegal & General agreed to an offer by National
Westminster Group, which would have ¢reated a
[eader in bancassurance with a distinctive scale,
strategy and potential for revenue growth. The
merger was thwarted by intervention by Bank of
Scotland and then by Royal Bank of Scotland
launching competing bids for Natwest.
Throughout this period the public relations for
Legal & General enhanced its image and
positioning and ensured that both the company
and its management could withdraw and
continue building a strong, independent future,

Energis

Energjs, another client since before its flotation,
fhas bullt its position as a leading alternative
telecoms operator in tIQe Pusiness market,
through strong erganic growth and a series of
strategic acquisitions and partnership alliances.
During last year, public relations has gained
recognition of Energis’ strategy as a European,
not just a UK piaysgr'.

Managing Continued Communications
Programmes

Granada Group pic

Citigate Dewe Rogerson continues to wark
closely with Granada to maintain its position as
the leading media and hospitality group and to
demonstrate the active management's focus on
sharenolder value. Major developrments during
the year included Granada's intervention in the
merger batween United News & Media and
Carlton Communications the proposed merger
of Granada's rental business with Radio Rentals
to create Box Clever as a major high street force

in the marKet for televisions and video recorders,

and the disposal of the remalning stake in GSkyB
at @ substantial profit. We also advise other parts
of the Group, including Granada Media Group,
Forte Hotels and Granada Food Services.
Together with Citigate Pubfic Affairs, we also
devised and implemented a iong-term strategy
t0 support Granada Road Services in its
campaign to improve understanding_df the
economics and future potential of motorway
service areas. . :

CMG

CMG is positioning itself as a thought leader

in the European business marketplace,
understanding the challenges faced by boards
of directors, with the expertise, insight and
know-how to heip solve them, Part of Citigate
Technology's prograrme has been the eCom
index, a regular survey.of decision-makers from
around 250 Eurgpean companies. it has gained
widespread business and broadcast media
coverage across Europe.

Barik of Bermuda .
Over the past two years, Citigate Dewe Rogerson
has co-ordinated public refations, advertising by
Citigate Albert Frank and design by Citigate Lloyd
Northover to support Bark of Bermuda in
developing an international communications
programme to prormote the bank's worldwide
capabilities. Media relations has played a major
roie in gaining even greater recognition for the
bank's global fund services and the launch of its
revolutionary approach to dsset management.

Erste Bank AG

Since advising Erste Bank AG on its IPO in 1997,
ane of the largest iPCs to date in Austria, Citigate
Dewe Rogerson has provided Austria’s second
largest bank with combined international
investor relations and media relations counsel.

In the 1999 Austrian Stock Exchange IR awards
Erste won the award for quality of information
delivered to international financial analysts.

The Nastag Stock Market

Citigate Dewe Rogerson was appointed in 1997
to raise awareness of the Nasdaq Stack Market
in the UK. Echo, the independent media analyst,
has-tracked the progress of Nasdaqg's
programme which has produced a
transformation in the quiality and quantity of
coverage. The success has led 1o a widening of
Citigate Dewe Rogerson’s remit, for example the
announcement of Nasdaq Japan and the launch
of Nasdag Europe.

Wit Capital Group

In the US, Citigate Dewe Rogerson advised Wit
Capital Group on its IPC in June 1999 and has
since provided on-going investor relations, public
refations and sharehalder identification services,
We also advised Wit during its merger wiih
Soundview. Citigate Afbert Frank has developed
Wit's product advertising.
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Telewest takes
broadband lead

By Ashling 0'Connor broadband model,” he said.
------------------------------------------------ “This puts us out in the
Telewest Communications, lead”

the cable operator merging

with Flextech, the digital

content provider, yesterday

took the lead in the broad-
hand marlkat with tha

'National Grid plugs into US power market

Citigate Dewe Rogerson
Citigate Sard Verbinnen

Citigate Technology
Citigate Public Affairs

e L&G shows its strength
- s and stays flexible

If Legal & General had today margins will stay relatively stable. rate at which Mannesmann is
unveiled @ pedestrian set of figures = Prosser has been at the helm growing, but hinges much more on
it would have had a built-in excuse.  thoughout L&G’s decade of prodi-  whether as an investor you can

nergis is buzzing
RGIS WAS burning up the wires

esterday with a triple whammy of
Orporate  announcements. First it

Nasdaq Aims
To Export

A Hot Market
Around Globe

‘GRANADA

GRANADA GROUP PLC

------------------
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Qur clients include.

AlB Govett Asset Management
Product advertising

The Asjan Wall Street Journal
Advertising and design work for
circulation and adsales, ranging
from television o direct mait

AXA Investment Managers
Corporate and product advertising

Bank of America
Print and broadcast advertising
{Prime Brokerage dwision)

Britannic Asset Management
Corporate and product advertising

Chase de vere
Product advertising

Chase H&Q
Corporate identity, global adverusing
and collateral design

Cinven
Media piannirg and buying

cornhill Direct
Direct advertising

crest
Corporate advertising

De Beers
Corperate and financeal advertisirg

Deutsche Bank
International advertising campaigr:

Deutsche Guggenheim Berlin
Corporate advertising and design

Deutsche Telekom
Corporate ang procuct advertising

Dresdner RCM Global Investors
Retait and trade adverstisng

Advertising

EDGAR Online
Corporate and product advertising

Emery Worldwide
Global advertising and collatera! gesign

Etam _
Retail advertismg

GE Financial Assurance
Retail product advertising

Hil! Samuel Asset Management
Financial services advertising

Hong Kong Trade Development Corporation
International corporate advertising
and promotional video

Investec Guinness Flight
Praduct and service advertising

Jones Bootmaker
Brand advertising

JP Morgan
Transactional and recruitment advertising

KGI Securities
Television and print corporate advertising

Macau Government Tourist Office
Image and event advertising

opel

Carporate advertising

PricewaterhouseCoopers
Corporate finance advertising

Prudential
Brand image and communications

Punch Taverns
Bid advertising

The Royal British Legion
Charity advertising

The St. Paul International Insurance
Corporate and product advertising

Schroder Unit Trusts
Praduct advertising and direct marketing

Scottish Widows
Brand development and corporate advertising

Snappy Snaps
Brand advertising

Société Générale
Corporate and financial advertising

Sopexa
Froduct image advertising

South Bank University
Corporate and recruitment advertismg

TAP Air Portugal
Brand and product advertising

Templeton Franklin investment Services
Corparate and product advertising

Threadneedie Investments
Corporate and product advertising

Wit Capital Group
Product advertising




Citigate Albert Frank

Citigate SEA

Citigate Window Creative

Threadneedle Investments

We created a fresh, confident and challenging
brand image for Threadneedie Investments
that is carried through from posters to press
to literature to new media, pljlling together
the different strands of the company under
one banner.

Jones Bootmaker ‘

Our campaigns for Jones have continued 10
upgrade its image gwarenass. The company's
sales have increased significantly and the brand
i3 now seen as very fashicnable with high
consumer loyalty.

Punch Taverns

Advertising was a powerful element in the
co-ordinated campaign that supported Punch’s
successful offer for allied Comecq's retail
division. It built a straight-talking brand and
personality for Punch and, in the end, by a
98.6% majority, Allied shareholders did indeed
accept the ‘Punch Line’ and rejected the
Whithread offer,

Scottish widows

In 1987 we created the Scottish Widow, arguahly
the most powerful brand icon in the financial
services industry. Today we are not only the
brand guardians but continue to create
television, press and poster advertising as well as
developing the guidelines for all usage of the
‘Brand in Print’.
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Schroder Investment Management

Qur Hong Kong agency has been providing fult
communications services for Schroder
Investment Management since 1996,

This vear the Hong Xong gavernment will
introduce a Mandatory Provident Furdt (MPF} and
Schroders is one of the 22 official MPF providers.
The agency produced advertising literature and

a video to promote the Schroders MPF product.
Citigate Dewe Rogersan dovetailed with an
aggressive media relations campaign and

market research.

City Financial Communications

‘Investment Week' is the leading title of this
expanding publishing group. A trade publication
aimed at investment IFAs, it is renowned for its
inisive journalistic style. Featured opposite is
one advertisement from an award winning
campaign emphasising its quaiities through
words such as *sharp’, ‘incisive’ and “iluminating’,

Société Générale

Now in its second year, the corporate image
campaign that our New York agency created

for Société Géngrale (3G) was recognised as the
best corporate Image print campaign in the US
by the Financial Communications Society in
1999. The image campaign continues to run,
complemented by product and industry-targeted
print advertising, including the world's first
billboard featuring M&A tombstones.

Ogel

Citigate Demuth, our agency in Frankfurt, created
a corporate advertising campaign for Europe’s
most popular car brand. The campaign aims to
create awareness of Opel's trail-blazing roie

and the company’s innovatlve approaches in
engineering. The advertisements ran in
opinion-leading German newspapers and
pan-European magazines,

CNF

CNF is the Fortune 500 corporate parent of
Emery Worldwide, Con-Way Transportation and
Menlg Logistics. Qur agency in San Francisco
manages ail of CNF's brand communications,
including their corporate identity, broadcast and
print advertising, collateral materials and website

' design. We have repositioned CNF as the premier

proviger of supply chain management solutions.




can bring brands to life acrogs:the globe.
Park Avenue believe in com#unication
through experience. Our creative and
Innovative communication environments
always touch the hearts and minds of
our audiences.
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Qur clients inciude:
adidas
Globa' marketing avents

Arjo Wiggins Carbonless Papers

Dan Eurcpean promotona &1d orma.ct inerature
Arjo Wiggins Fine Papers

Frometicnal end progact literatare

Asahi

Trade aunch activity

Bacardi-Martini

Onvof’ trade ColsLMer Jromouons
BBC

Consumer eduzahan grogrammes

Bestfoods
Consumer prormousns

bigsave.com

B-COMMErce site laurch: acty iy ana consamer
ACCU SINGE Orogrém e

BMW

Global producs laurciss

British Airways
Global face-1o-face commuinicat ors

Marketing Services

Chase Manhattan
Press canferarces

Ccoca-Cola Great Britain/Coca-Cola Enterprises
Congumer and {ede acivry 1o 'Coce-Colg’
21 'd.et Coke’

Deutsche Bank/Bankers Trust
Global communicat.on of Bankers Trust merger

FIFA
Wworldwige announcement of world Cun venues

First Leisure
Database managemeant Cons.dtancy

Flextech TV
Consumer g7omotions

The Foothall Association
Development of corporate manual and brand
communications guide'ines

Funds Hut; 5
Proguct launch

General Motors Europe
international motor show communicat ons

HEC Bank
Brand development, direct marketing arc point-f-
sale

tnflexion
Prasenianon Consultancy

Interciubnet
Prass conferences

lnvestia
Press conferences

Littlewoods Leisure
Face-to-face events

Marks & Spencer
Internal communications

Millennium Dome _
Zore design ‘o the New Milennum Experience
Compary

Oneworld

The American Airlings, Bnt sh Aimways, Qantas,
Catray Pac.fic and Canad.an Arhnes Adance!
Inte-natonzl aanouncemert and iaunch

Post Office Counters
Promaotions ard oreduct | terature

Telewest Communications
Througn-the-tine supgort of arsduct 1zunchas

Wall's Ice Cream
The tounng 'Sersesiat on’ excengnes




Park Avenue
Yellow Line
TEAM LGM

FundsHub

HFC Bank

TEAM LGM has worked in partnership with KFC
Bank for over 3 years and during that time has
cantinually expanded the depth and breadth of
its contribution. In addition to designing and
managing quarterly direct mail programmes
and contact strategies, the agency has recently
re-branded the Bank’s Personal Banking division
and supported its retail finance business with a
range of promotional materials.

British Alrways London Eye

Park Avenue were given tha challenge of gaining
maximurn publicity for tha launch of the British
Alrways London Eye on New Year's Eve. The
concept was to ‘kidnap’ the evening by making
the London Eye the focal point for visitors to
London and for television viewers, A 'switch-on
moment’ was created, with the Prime Minister,
Tony Blair, firing a laser across the Thames,
setting off & further sequence of lagers, tights
and fireworks.

Co-operation with the major television
companies ensured that the event was carried
live to millicns of viewers across the country and
the coverage became the London highlight used
by countless television companies around the
waorld, This cost-effective launch has established
the British Airways London Eye as the new icon
for tondon in the eyes of many millions of pecple
around the world.

Telewest Communications

TEAM LGM began working with Telewest
Communications in October 1999, Since that
time the agency has developed above and below
the line communications materials for two kay
service offerings — 321 FREE and Surfunlimited.
The agency has also developed all
communications material for the iaunch of

their High Speed [nternet Service, ‘blueyonder’,
ang supported the launch of Telewest Active
Digital with regional press activity and other
printed collateral.
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Millennium Dome Home Planet Zone

Woerking with the New Millennium Experience
Company and their sponsors, British Airways and
BAA, Park Avenue created the Home Planet Zone
within the Greenwich Mitlennium Dome. The
solution was conceived as & 'ride” and features a
journey to Earth, which encourages visitors to
take a fresh look at the Earth, as though seeing it
througtg}he eyes of a first-time visitor, Special
effects, animation, film, music composition,
architecture and design are combined to make
this exciting and educational ride one of the
most enjoyable zones in the Dome.

‘Coca-Cola’

The world's No. 1 soft drinks brand, 'Coca-Cola’,
has been working with TEAM LGM in the UK for
the last three years. Projects have included major
on-pack promations, comprehensive point-of-
sale support programmes and various trading
channel promotional activites, including the
design of all iconography in support of
‘Coca-Cola's 199% Christmas campaign, Following
the development of a central communication
template, TEAM LGM were appointed to lead the
develonmert and activation of point-of-sale
throughout every major trading channel.

Funds Hub

Yellow Line launched Funds Hub, a joint venture
between Investia and Chase Manhattan Bank, at
a press conference in the City. Working alongside
a Citigate Dewe Rogerscn public relations team
and a broadcast consultancy team, we created
an event that launched Funds Hub to the
financial and trade press. We alsc created a
photo opportunity that was syndicated to the
international press.

Peutsche Bank/Bankers Trust

Park Avenue were asked to provide a
motivationai event for staff and to generate
worttiwide press coverage to mark the merger of
Deutsche Bank and Bankers Trust. The solution
invoived global satellite up-links from Deutsche
Bank in Frankfurt ang Bankers Trust in New York,
on the day the bank ‘went global’.

A visual styie was developed for the event which
was applied to the 180m high Deutsche Bank
Towers in Frankfurt, as a way of building

external awareness of the event, The link-up and
broadcast culminated in a speech by the head of
Deutsche Bank, from the Bankers Trust offices in
New York, seen live by employees in more than
1,700 locations, with 80,000 staff sharing the
vision of the 'Global Bank’. The event also
provided a compeliing story for the world's press,
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A brand lives and breathes. It must be nurtured
If it is to grow. It must be exercised if it is to
stay strong. It must be revitalised when it gets
tired and reborn when it grows old. At every
stage of a brand’s life, we provide the strategic
vision and creative skill to help it thrive.




 Design & Branding

.

Our clients-include:

Alliance and Lelcester
Annual report .

AT&T
Retail identity, packaging and coliateral design

AXA
Corporate publishing

sank of Bermuda )
Identity, fiterature, websité and
environment design

BNFL
Brand development and intranet design

BOC
Corporate publishing

Boehringer ingetheim
Corpatate identity

British Red Cross
carporate publishing

C&N Toufistic
corpo/rate identity

cGU
Corporate Jiterature

Christian Salvesen
corporate identity

De L2 Rue
Corporate publishing

bepartment for Education and Employment
Communications consultancy

Divect Line Insurance
Corporate publishing

purban Metrorall
Corporate identity, design and stvertising

Esselte
Annual report

EXXOn/Esso
New Station design and branding

' Freesetve

Annual Teport and corporate wehsite

Getty Center

'dertity implementgtion and signage programme
Group 4 '

Carporate putlishing

Hong Kong Jackey Club

Signage-and waytinding

Icc Durban,

Corporate idenlity, design and advertising

Invesco '
Identity implementation

lohnson Matthey
Corporate literature

Land Transport Authority singapore
\dentity and signage prograrmme
London Transport

Corporate publishing

tucent Technologies

Packaging design

Mchonald's

Corporate publishing

Morgan Stanley Dearn Witter online
Branding and identity programme

MTR Corporation
Corporate and station signage programme

National Savings
Brand development programme

Nestlé
Corparate publishing

Pacific Life
Corporate identity

Queen's University Belfast
Corporate identity

Ralitrack

Corporate identity review and station pranding
securicor '

Employee magazine and websites
smithKline Beecham

signage and wayfinding

vauxhatl Motors
Corporate pudlishing

" viterra

Corporate identity

Xcel Energy )
Brand development

Xstrata
Naring and identity




EXXon/Esso : :
Our atest project for Exxon/Esso has been the
development of a new concept and brand for an
unmanned station, Citigate Bass Yager provided
research, name development, brand design,
architectural design and worldwide market -
testing. Our objective over the years has always
been to continually refresh the brand, to keep it
relevant and alive and to help Bxon/Esso to
maintain its leadership position in a highly
competitive sector,

McDonald's

McDonald's considers good internal
communication an important part of keeping
employees well informed and motivated, In the
past year they asked Citigate Publishing to
increase both the frequency and pagination of
their in-house magazine, ‘McNews’, which
recently won two prestigious ingustry awards for
its design and editorial.

Citigate Lloyd Northover

Citigate Bass Yager
Citigate Publishing

Morgan Stanley Dean Witter Online

When our client, Discover Brokerage Direct, was
to be renamed and repositioned as the online
brokerage fitm of its parent, Morgan Stanley
Dean Witter, Citigate was brought in to aid in

the re-branding and launch of the new company.
Our work has included logo and identity design,
development of customer communications,
branch materials, new product support and trade
show booth design,

New Africa Investments Limited (NAIL}

New Africa Investments Limited was founded as

a conglomérate-type holding company, financed

primarily through the issue of low-voting stock to
- create a black-controlled listed company with

assets ranging from interests in financial services

to media. Citigate South Africa is proud to have
been selected as NANL'S lead consultant on alt
aspects of its communications.

Welcoms to
www.securrcor.com

Cur mission is to plae Secuticor at the forefront
of our chasen markats and 1o achieve significant
markel share through quality serdca and
competitive pricing

Tecuncor PLO & b FTSE 250 heled {l
coinpany that continos o exponence "

growth throughoul the amamesation

Fast Track:  sab lrack and trace was fing 3 joh

S

29 incepta Group pic

MTR Corporation

Citigate Lloyd Northover has continued the
implementation of its branding and signage work
for Hong Kong's urban rail network. Qur work
has included the development of comprehensive
guidelines for corporate, station and information
signage. '

Viterra
Viterra, patd of Germany's E.on group, is a new

. kind of energy and real estate services business,

formed by a merger of complementary
businesses. Citigate Lioyd Northover, in
conjunction with Citigate Demuth, created a
name, visuial identity and launch
communications programme. The identity
expresses the idea of dialogue between
company and customer,

Millennium Commission

Citigate Lloyd Northover's cantinuing work for the
Millennium Commission has involved a wide
range of communications and promotional
projects, including a sulte of printed guides to
Millennium projects and attractions, websites for
the Commisgiog and its Awards schemes and the
annual report. th early 2000 the Millennium
Voyager, a travelling exhibition housing interactive
displays, was relaunched and will visit all regions
of the UK during Miliennium year,

De La Rue

When De La Rue wanted to comminicate with
its worldwide customer base about the depth
and range of their products and services, they
appointed Citigate Publishing to write and design
a magazine which would reflect the success and
Innovation of their business. The initial success
of ‘Exchange’ encouraged our client to ask us to
produce follow-up editions in French, Spanish
and German as well as English.

Securlcor

Following our review of Securicor's global brand
strategy and our extensive design and
development work, a new Securicor group
website was launched. Citigate Lioyd Northover
created the central corporate site and 43
microsites within its architecture. A key objective
was to provide an interactive platform for
business and marketing communications and a
service that would be valued by users, as a
means of building brand equity on-line for
Securicor. :




Richard Nichols
Groitp Finance Director

Financial review
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Overview

The Group has witnessed another strong year in
terms of its financial performance. Turnover,
gross revenue (gross profit), operating margins
and earnings all rose significantly as the Group
enjoyed both organic growth and a successful
first full year of integration for Dewe Rogerson,
The exceptional sale of the Group’s Lopex
investrnent significantly increased profit
attributable to shareholders and contributed
towards the Group's net funds position at the
year end. Strict management of working capital
resulied in strong positive operating cash flows,

£or the Group as & whole, turnover grew by 52% to
£173.4 million and grosstevenue by 54% 10 £77.2
million. Profit before tax and exceptional items
increased to £14.0 million, a rise of 82%, at an
increased overall operating margin of 18.4%
compared with 16.5% last year. A net exceptional

~ ain of £9.8 million included profit of £11.0 miion
. arising from the sale of the Group's 27% strategic

investment in Lopex pic. Profit attributable to

 Group shareholders totalled £16.9 million
“compared with £4.3 million last year. Cash )
increased by £25.7 million during the year resulting

in net funds of £10.4 million at the year end.

Operating results

Turnover, gross reverue (gross profit) and
operating profit before exceptional items have
increased across each of the Group's four
divisions. Geographical performance and relative
performance hetwaen divisions reflects
favourably on those areas and disciplines where
the Group is furthest advanced in its Strategy
towards building a core presence and critical
mass. Where our programme of investment is
still at an early stage, results and margins are
affected by the cost of the Group's substantial
investment in pecple and technology to deliver
future growth.

The strong trading performance was most
pronounced in the public relations division,
which showed an 88% rise in turnover to £58.9
million and generated gross revenue (gross
profity of £41.0 miliion, up 77%. The strength of
the Citigate Dewe Rogerson brand in the UK and
Europe coupled with the maturing of the
Group‘s other overseas public relations
operations brought about a significant increase
in the operating margin from 13% 1o 17%. This
contributed 1o the division’s 136% increase in
operating profit before exceptional items to £6.9
million. Over half the Group's gross revenus
(gross profit) and operating profit before
exceptionat iterns for the vear was contributed
by the public relations division, confirming its
current status as the Group's major operating
division,

Advertising turnover increased by 47% to £81.3
million. Gross revenue (grass profit) for our
advertising division increased by 39% 10 £18.1
million, generating operating profit before
exceptional items of £3.4 million, up 61%. Thase
figures reflect a strong trading performance
across the division as well as a first full year

" contribution from our German agency, Alexander
‘Demuth (now trading as Citigate Demuthj.




Operating margin®* (%)

18.4%
17.0%

98 99 00

_ Years to February
*hased on total operating profit
before exceptional items

Turnover by activity

Public Relaticns 32%
Advertising 44%
Marketing Services 13%
Design & Branding 11%

Gross revenue (gross profit) hy activity

Public Refations 53%
Advertising 23%
Marketing Services 12%
Design & Branding 12%

Group operating profit by activity*

Public Relations 51%.
Advertising 25%
Marketing Services 13%
Design & Branding 6%
*before exceptional items

The marketing services division, this year
including Team Marketing Communications for
the whole twelve months, achieved a 24%
increase in gross revenue (gross profit) to £9.6
million. With a large progortion of our marketing
services work being project-based, it was no
surptise that this year's operating margin of 26%
represented a return towards more sustainable
levels compared with the 29% margin achieved
last year. Operating profit before exceptional
items rose 8% to £2.5 million.

Despite a 34% increase in gross revenue (gross
profit) to £9.1 million;, the Group's smallest division,
design & branding, defivered a modest 6% riseiin
operating profit before exceptional ftems 10 £0.9
million. An increase in the proportion of relatively
low mérgin print and artwork assignments resulted
in a lower overall operating margin of 9% for the
division (1999 — 12%). ’

The Group's share of profits before tax from’
associates amounted to £0.6 million, of which
£0.5 mitlion came from the German assoclate,
SEA Dewe Rogerson. This company became
& wholly-owned subsidiary of the Group on
29 February 2000,
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Cash flow- .o

In the year ended 29 February 2000, the Group
generated a net £25.7 million in cash, Operating
cash flows“ciontinued 1o be strong with the
Group's net cash inflow from operations for the
year totalling £42.6 miltion. The sale of the
Group's investment in Lopex pic generated net
cash inflow of £16.6 million, Cash paid in the
year as ¢consideration for companies and
businesses purchased in the current and
previous years amounted ta £3.5 miliion.

Continued investment in new technology and
office refurbishment s pant of the ongoing
integration of acquired businesses were the
principal componekts of capital expenditure in
the year amounting to £3.5 million. Tax
payments during the year totalling £3.7 million
included prior year corporation tax payments of
£1.8 million and current year corporation tax
paid of £1.9 millon under the quarterly
instalment arrangements introduced by the UK
Inland Revenue this year.

Net positive cash fiows during the year together
with £6.2 million in ¢cash gained as a result of
acquisitions, principally SEA, eliminated opening
net debt of £13.5 miflion and left the Group with
net funds of £10.4 million as at 29 February 2000.

Subsequent to the year end, the net funds have
heen reduced significantly given the physical
payment of amounts due in relation to the
acquisition of SEA and a number of other
acquisitions made.

Goodwill

in accordance with Financial Reporing Standard
10, ‘Goodwill and intangible assets’, goodwill
arising on acquisitions made after 28 February
1998 is capitalised as an intangible asset in the
balance sheet. The board is currently of the
ppinion that the Group's goodwili has indefinte

“economic life given the durability of the Group's

brand names, their ability to sustain long term

- profitability, their proven ability to maintaih market

teadership and the Group's commitment to
tevelop and enhance their value across its
network of offices worldwide, At 29 February-2000,
capitalised goodwill amounted to £74.7 million, on
which no amortisation had been charged.

In accordance with the terms of FRS 10 and

FRS 11, ‘Impairment of fixed assets and goodwill’,
the carrying values of intangible assets are
reviewed annuatly for impairment on the basis
stipulated in FRS 11, The individua! circumstances
of each acquisition are assessed to determineg the
appropriate treatment of any related goodwill.
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Gross revenue {gross profit) by region

UK & continental Europe 73%
Rest of the world 27%

Group operating profit by region*

UK & continental Europe 98%
Rest of the world 2%
*hefore exceptional items

Acquisitions

Duting the year, the Group completed the
foflowing acquisitions:

SEA (Germany)

L.MAGE (Singapore)

The Public Policy Unit {UK)
Reader Pallack (South Africa)
Rainmaker (South Africa)
Power IR {US)

Kissel-Blake {US)

A division of CIC (US)

Certain UK minority interests

Full details of all acquisitions are provided in
note 27 to the financial statements.

The total cost of these acquisitions was sorme
E48.7 million, a proportion of which is contingent
on future financiat performance. Far most
acquisitions, deferred ¢consideration is payable in a

‘mixture of cash and shares. Cash deferred

consitieration amounting 1o £94.7 million and
shares to be issued valued at £22.5 million have
been providad In the balance sheet at 29 February
2000. Glven the timing of the acquisition of SEA,

~ the total estimated value of shares to be issued

at 29 February 2000 included initial share
consideration of £14.2 million in respect of
shares which were issued at the begirming of

March to the vendors of SEA.

Since the year end the Graﬁp has adquired Sard
Verbinnen (US), Ballard & King {South Africa) and-
MARCHCom, CAROL and SMARTS (alf UK). -

Treasury

Group Treasury is responsible for managing the -
key financial risks of the Group, including
funding, interest rate and foreign exchange risk,
Regular reporis on all treasury activities are
provided to senior management.

Funding

The Group finances iself through a combination of
equity and medium term debt. The Group satisfied
its liquidity requirements and funded acquisitions
during the year under review from the Lopex sale
proceeds, strong positive operating cash flows and
continued use of medium term bank facilities with
Lloyds TSB Bank plc. The latter include a five year
term foan and a £10 million mutti-currency
revolving loan facility, of which £7.5 million and
£9.0 million respectively were outstanding as at

29 February 2000.

Subsequent to the year end, the Group has
réceived a further £19.0 million by way of a placing
of 16.55 million shares at a price of 115 pence.

Interest rate risk

For most of the year under review, the Group
held significant cash balances as a result of the
net £16.6 million proceeds received in July 1999
from the sale of the Lopex investment. The
Group has sought to maximise its investment
returns using pooling arrangements in each
region that enable available cash to be
aggregated daily and placed in short term
maney market deposits at the highest available
rates of interest.

Tne Group’s principal borrowings are held at
floating rates. To date, the Group has decided not
t0 use any financial instruments to fix the level of
interest rates payable on borrowings.

Regular reports on cash balances, loans and
bosrowings are provided to senior management

‘by the Group's treasury function, whose activities

are monitored within clearly defined parameters
and subject to stringent authority levels.




Group operating profit (Em)y

12.4
6.7
| I
98 99 0c

Years to February

Cash flow from operating activities (Em)

12.6
7.0
| I
9% 00

98

Years to February

Forelgn exchange risk

-~The Group faces foreign Currency exposures on

translation of the net assets and resuits of its
overseas subsidiaries and on trading
transactions undertaken in foreign currencies,

The Group seeks to mitigate the effect of its
structural currency exposures by borrawing in the
same currencies as the operating currencies of its
main overseas operating units. The Group’s
balance sheet translation exposure is managed by
partially matching foreign currency assets with
foreign currency borrowings.

The Group does not hedge its resulis translation
exposures as these are accounting rather than
cash exposures, Foreign currency results are
translated at average exchange rates to reduce -
the effeCt of any short term currency fluctuations.

The Group also has transactional currency
exposures that may arise when revenues and
expenses are principally denominated in
currencies other than the opérating currency of
the 6perating unit involved in the transaction.
The Group's policy is not to hedge against
transactional currency exposures, as they are
not material.
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Tax

An overall tax rate of 29% (1999 — 30%) has been
charged on profits béfore tax of £23.8 million

for the year ended 29 February 2000. The

overall tax rate reflects the current geographical
mix of the Group's profits which predominantly
originate from‘the UK and, o a lesser extent, the
continued utilisahon of brought forward tax
losses in certain subsidiaries.

Attributable profits and dividends

Profit for the year attributable to Group
shareholders was £16.9 million, Basic earnings
per share rose from 1.73 pence {0 5.12 pence,
reflacting this year's net exceptional gain and the
exceptional costs in 1999. The board continues
to focus on diluted earnings per share before
exceptional iterns as its core measure of
sharehalder value given the influence of deferred
consideration shares In acquisitions made by the
Group. This increased by 40% from 2.06 pence to
2.88 pence for the current year.

A final dividend of 0.50 pence per share, up 19%.,
is recommended and is covered over eight times
by profits.

Summary

The Group has made further significant progress
during the year and remains in a strong position
financially. The Group's strong cash generation
and low level of gearing currently provides
sufficient flexibility to manage the ongoing
acquisition programme,

Overall, we remain committed to our prudent
approach to the financial management of the
Group as we continue to build Iong term
shareholder value,

Richard Nichols

Groun Finance Director
2 May 2000
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~ Board of directors

David Wright {age 55}

Chief Executive (nc)

David Wright was appointed chief executive on

3 March 1997, following the acquisition of Citigate
Communications Group Limited (“Citigate™.

He was a founder director and shareholder of
Citigate in 1988. Prior to this he was managing
director of Streets Financial Strategy Limited,

a financial public relations consultancy.

Kevin steeds (age 41)

Executive Director

Kevin Steads was appointad to the board an

3 March 1997, following the acquisition of

Citigate. He qualified as a chartered accountant

with Arthur Young. In july 1985, he joined

Addison Censultancy PLC as financial controller

of their public relations, design and advertising

business. He was also a founder director and

shareholder of Citigate. He currently holds

executive responsibility for the UK public
relations and design & branding divisions.

Chatles Good (age 53)

Non-executive Director {ac, rc)

Charles Gaod is managing directar of Ely Fund
Managers Limited, non-executive chairman of
Auto (ndemnity Plc and a ron-executive director
of English Trust Group PLC and Blooms of
Bressington. He has been a non-executive
director of Citigate since 1988 and joined the
Incepta Group hoard on 3 March 1997. He is a
qualified chartered accountant. '

wa

Bob Morton (age 58}

Non-executive ¢hairman (ac, rc, nc)

Bob Morten is a chartered accountant and
chairman of Vislink plc, Macleilan Group PLC,
Planit Heldings Plc, Baron Corporation Plc,
Harrier Group plc and freecom.net pic. He was
appointed noR-executive chairman of Incepta
on 4 November 1992 and is the senior
independent non-executive of the Company.

Richard Nichols (age 34)

Graup Finance Director

Richard Nichols was appointed to the board on
1 September 1998. He joined Citigate in 1994
from British Gas plc. Prior to this, after
graduation from Cambridge University, he had
joined Price Waterhouse where he qualified as a
chartered acccuntant, He is responsible for the
Group’s worldwide finance and head office
functions and holds executive responsibility for
the marketing services division, He is also
company secretary.

Anthony carlisle {age 53)

Executive Director

Antheny Carlisle joined the board on

19 October 1998 following the acquisition of
Dewe Rogerson Group. He joined Dewe
Rogerson in 1970 and was integral in building
the Dewe Rogerson business and brand as
Executive Chairman of Dewe Rogerson Limited,
He is responsible for UK business development
and client services, as well as retaining his
responsibilities for, and ¢lose involvement with,
major Citigate Dewe Rogerson clients,

Neil Mackay (age 60)

Non-executive Director (ac, re, nc)

Neil Mackay has been a director of Lazard
Brothers & Co., Limited since 1979 and a non-
executive director of Incepta since 8 June 1994,

{ac) member of audit committee
(rc} member of remuneration committee
{ne) member of nomination committeg




Directors’ report

fdr the year ended 29 February 2000

The directors of incepta Groub pic present thelr
report together with the audited financial
statements for the year ended 29 Fabruary 2000.

Principal activities

Incepta is an international marketing and
communications group, its principal activities
being public reiations, advertising, marketing
services and design & branding. Incepta Group
plc itself is the ultimate holding company of
the Group.

On 29 February 2000 the Group acquired the
whole of the issued share capital of SEA Spiess
Ermisch & Andere Werbeagentur GmiH, an
advertising and corporate communications
agency in Germany. initial consideration was
satisfied by the issue of 8.25 million new ordinary
shares and payment of DM 35.4 million in cash.
Further cansideration up to a2 maximum of

DM 46.2 million is payable in a mixture of cash
and shares subject to future financial
perfarmance,

Subseguent to the balance sheet date, on
20 April, the Graup acquired the whole of the
issuied share capital of Sard Verbinnen, a financial

_Public relations agency and mergers and

acquisitions advisor in the US. A totat of 31,76
million shares were issued in relation to the
acquisition. Initial consideration was US$58.0
iillion, comprising Ys$29.0 million in cash, by
means of a vendor placing of 15.88 million

- ordinary shares at 115 pence per share, and

15.88 million new ordinary shares. Further

consideration Up to a maximurm of US$92.0

million is payable in shares depending on future
financial performance. 7

In addition, the Group hias raised £19.0 million by
way ofa pla;ing.of 16.55 million shares at 115 -
pence per share.

Other developments, current trading and future

prospects of the Group are discussed in detail in
the Chairman’s statement, the Chief Executive's

review and the Financial review.

Results and dividends

The Group made a profit attributable to
shareholders for the year of £16,913,000 (1999 —
£4,323,000). The directors recommend 3 final
dividend of 0.50 perice per crdinary share (1999
- 0.42 pence) to be paid on 17 july 2000 to
shareholders on the register as at 12 May 2000,

Directors and thelr interests

The names of the directors at the date of this
repon, together with brief biographical details,
are set out on page 35. All the directors held
office throughcut the year.

The interests of directors in the share capital of
the Company and in share options are set out
in the statement of directors’ remuneration and
interests on pages 4% to 71.

Directors’ responsibilities

Company law requires the directors to prepare
financial staterments which give a true and fair
view of the stale of affairs of the Company and
the Group at the end of each financial year and
of the profit or loss for that year. In preparing
those financial staternents, the directors confirm
that: suitable accounting policies have been
selected and applied consistently; reasonable
and prudent judgements and estimates have
been made; applicable accounting standards
have been followed; and that it is appropriate

to prepare the financial statements on a going
concern basis.

The directors are also responsible for keeping
proper accounting records which disclose with
reasonable accuracy at any time the financial
position of the Company and the Group and to
enable them to ensure that the financial
statements comply with the Companies Act 1985.
They have a general responsibility for taking such

- teps as are reasonably open to them to

safeguard the assets of the Group and to prevent

and detect fraud and other irregularities.
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Year 2000

The Group's Year 2000 compliance programme
was completed on schedule priar to 31
December 1999, All of the Group's critical
business systems were identified, assessed and,
if necessary, replaced or enhanced, As a result of
the high level of planning and detziled work
involved in the programime, no significant
problems were encountered by the Group's
businesses with the miliennium date change. The
Group continues to monitor its critical systems
for any Year 2000 issues which may yet emerge.
The costs charged to the profit and loss account
in respect of the Year 2000 programme were not
material nor are any material costs exsected o
be incurred on this Issue in the future.

Introduction 6f the euro

On 1 January 1999, 11 of the 15 cauntries of the
Eurcpean Union-introduced the euro as their
cemmaon currency, although for a further three
year transition period the ald national currencies
continue in patallel, The Group operates through
subsidiaries, associates and affiliates in many of
these participating countries. The introduction
of the eura will potentially have an impact in
the UK, which is not yet participating in the
COmMmMOn currency.

The Group has prepared for transition to the
single currency within Europe and will continue
to develop its strategy thraughout this period,

. The Group will continue to maintain the
capability to conduct business in both national
and European currencies for as long as is
necessary. The Group does not currently expect
to reportits results in euros Until after the
introdction of the common currency in the UK.

Charitable and political donations .

The Group made charitable donations during

the year amounting to £28,000 {1999 - £25,000).
In addition, the Group‘s public affairs subsidiary,
Citigate Public Affairs, attends party conferences,
dinners and cther evenits organised by or on
behalf of the political parties for which they

levy & charge.
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‘Substantial shareholdings

As at 28 April 2000, the directors were aware of
the foliowing interests of 3 per cent. or more in
the'issﬂeg.‘ordinary share capital of the Company
and had not been notified, pursuant to the

" provisions of the Companies Act 1985, of any

further such interests:

Percentage

of issued share

capital held

Shareholder %
Edinburgh Fund Managers 5.93
Mercury Asset Management 434
M&G Investment ylanagement 3.90
AXA Sun Life Investment Managemenit 3.64
AECG Carlisie 324
Scudder Threadneed!le Investments 3.09
ALR Morton ‘ 305

Policy on payment to creditors

Tre Company agrees the terms and conditions
under which business transactions with suppliers
are conducted. i complies with these payment
terms, provided that it is satisfied that the
supplier has provided the goods or services in
accordance with agreed terms and conditions.
The number of days taken to pay supgliers,
celculated on the basis of trade creditors as at
29 February 2000 and average daily purchases
for the year ended 29 February 2000, is 24 days
(1999 ~ 32 days).

Empioyees

it is the Graup’s policy not to discriminate
between employess or potential employees on
any graunds. Full and fair consideration is given
to the recruitment, training and promotion of
disabled people and, should staff become
disabled during the course of their employment,
efforts are made to provide appropriate re-
training. The Group places enormous importance
on the contributions of its emplayees and aims
to keep them informed of developments in the

- Group by way of regular meetings, newsletters

and publications, together with distribution of the
Annual Report.

Auditors

The auditors, PricewaterhouseCoapers, have
indicated their willingness to continue in office
and a resolution that they be re-appointed will be
propased at the Annual General Meeting.

By order of the board ™ / m D M
Richard Nichols ‘ J

Company Secratary
2 May 2000
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Report of the auditors

Auditors’ report to the members of Incepta
Group plc

wWe have audited the financial statements on
pages 40 to 64 (incluchng the additional
disclosures on pages 69 to 71 relating to the
remuneration of the directors specified for our
review by the London Stock Exchange) which
have been preparec under the historicat cost
convention and the accounting policies set out
on pages 45 and 44

Respective responsibilities of directors

and auditors

The directors are responsibie for preparing the
Annual Report. As descrined on page 36, this
includes responsinility for preparing the financial
statements, in accordance with applicable United
Kingdom accounting standards. Our
responsibilities, as independent auditors, are
established in the United Kingdom by statute, the
Auditing Practices Board, the Listing Rules of the
London Stack Exchange and our profession’s
ethical guidance.

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
United Xingdom Cormnpanies Act. We also report
to you if, in our opinion, the directors’ report is
not cansistent with the financial statements, i
the Company has not kept proper accounting
records, if we have not recaived all the
nformation and explanations we require for our
audit, or if information specified by law or the
Listing Rules regarding directors’ remuneration
and transactions is not disclosed.

we review whether the statement an nages &6
and &7 reflects the Company's compliance with
the seven provisions of the Combined Code
specified for our review by the London Stock
Exchange, and we report of it does not. We are
nok required ta consider whether the boarg's
statements on internal controt cover ail risks and
controls, or to form an opinion on the
effectivenass of the Company's or Group's
corporate governance procedures or its risk ang
contral proceduras.

Basis of audit opinion

We conducted aur audit in accordance witnt
Auditing Standards issued by the Auditing
Practices Board. An audit includes examination,
on a test basis, of evidence relevant to the
amounts and disclostires in the financial
gtatements. 1t also includes an assessment of the
significant estimates and judgements made by
the dirgctors in the preparation of the financial
staterments, and of whether the accounting
policies are appropriate to the Company's
circumstances, consistently applied and
adequateiy disclosed,

we planned and performed our audit so as to
obtain all the information and explanations which
we considered necessary in order to grovide 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 adeguacy

of the presentation of information in the finaocial ]

statements.

Opinion

In our opinion the financial statements give a
true and fair view of the s1ate of affairs of the
Campany and the Group at 29 February 2000
and of the profit and cash flows of the Group
for the year then ended gnd have been
properly prepared in accordance with the
Caompanies Act 1985,

we read thé other information contained in the PLLEwa OV LD P" - r

Annual Report and consider the implications for
our report if we become aware of any apparent
misstatements or matenal meonsistencies with
the financial statements.

PricewatérhouseCoopers
Chartered Accountants and Registered Auditors
London

2 May 2000
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Consolidated proflt and loss account

for the year ended 29 February 2000

2000 1999
Before Exceptional Before Exceptional
exceptional items exceptional items
items (Note 8) Total tems {Noe B Total
Nate £'000 £'000 £000 E'00C £000 £'000
Tumaver 2,3 S
Continuing operations 169,985 - 169,985 113773 - 113773
Acquisitions ' 3424 - 3,424 - - -
173,409 - 173,409 113,773 - 113,773
Cost of sales (96,219) - (96,219 (63,643) (63,643)
Gross profit (gross revenue) 2,3 77,190 - 77,190 50,130 - 50,130
Administrative expenses (64,178} (1,220) (65,398) {42,404 (1,45%) (43,863}
Other operating income 4 573 - 573 387 - 387
Group operating profit 3 ‘
Continuing operations 12,757 (1,220) 11,537 8113 (1,459) 6,654
Acquisitions 828 - 828 - - -
. 13,585 (1,220) 12,365 8,113 (1,45%) 6,654
Share of operating profit of associates 608 - 608 174 - 174
Total operating profit: Group and share of associates 14,193 (1,220} 12,973 8,287 (1,459 6,828
Profit on sale of other fixed asset investment - 10,983 10,983 - - -
Income from other fixed asset investment 163 - 163 116 - 116
Net interest payable (323} ~- (323) (682) - (682)
Prafit on ordinary activities hefore tax 2,37 . 14,033 9,763 23,796 775 {1,455 6,262
Tax on profit on ordinary activities 9 (4.178)  (2,688) (6,866) (2,208) 303 (1,905)
Profit on ordinary activities after tax ,9.855 7075 16,930 5513 (1,156) 4,357
Minarity interests 22 (17} - (17) (34) - (34)
profit attributable to Group shareholders 9,838 7,075 16,913 5,479 1,156) 4,323
Dividend 10 {1,968) (1,381)
Profit for the finaticial year transfetred to reserves 21 14,945 2942
Basic earnings pet share 11 2.98p 5.12p 2.19p 1.73p
Diluted earnings per share 1 2.88p 4.95p 2.06p 1.63p

s

There is no difference between the profit reported above and historical cost profit.

s g e ‘.‘m#f\*- N
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Cconsolidated balance sheet

RN T R B S

2000 T
o £7000 :
P - . . S, — e .
rixed assets
ntanglt oeets 74,707 27,286
Tangble =t 8,237 6,439
82,944 33,725
st s _
jvestits ' N associates 14 34 21
Other 1 <tment 14 - 5,935
' 34 5,746
82,978 39,471
Current assets
WOI 10y EIess 3,720 2,296
Deblors 15 41,386 31,627
Cash gt .k and in hand 25 27,837 2.860
72,943 36,783
Credltors amounts falling due within one year 16 (69.991) (3%.633)
Net current aSSEtS/(liabllltleS) 2,952 (2.850)
Total assets less current liabilities 85,930 36,621
Creditors: amounts falling due after more than one year 17 {23,754) (12,754)
mes:ons for liabilities and charges 18 (530) -
Net assets 2 61,646 23.827
Capital and reserves
Cailed 11, share capital 20 3,336 3283
Share 2:=1ruum account 21 13,485 12.608
Shares t : Je ssued Al 22,527 1,655
Merge- ianve 21 1,192 -
Prefat ar -~ loss acuounf 2 21,015 6,182
Equity shareholders funds 61,555 23728
Mmom wterests (equmj\ 22 91 9G
Total equity capital employed 61,646 23,827
Thase * sEl st ments veers approved Dy the doard of Srectors on 2 May 2000 a0 were SIRnec on its
bena f .

David . 4t — ) ‘

Chysf £ T uwe

Richar: * ~hrs L/— l\ \ ;-
Group,  ~ance Director \ ) \-« ,\‘ L
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Company balance sheet

as at 29 February 2000

2000 1999
Note £'000 £'000
Fixed assets
Tangible assets ) 13 3,630 794
Investments 14 106,221 62,416
7 109,851 63,210
Current assets
Debtors 15 27,045 24,849
Cash at bank and in hand ‘ 17,127 1,196
_ 44,172 26,045
Creditors: amounts falling due within one year 3 16 {33,624) (13,427
Net current assets 10,548 12,618
Total assets 1ess current liabilities 120,399 75,828
Creditors: amounts falling due after more than one year _ 17 {23,155) (12,658)
Provisions for liabllities and charges 18 (530) _
Net assets 96,714 63,172
Capital and reserves :
Called up share capitat 20 3,336 3,283
Share premium account 21 13,485 12,608
Shares 10 be issued 21 22,527 1,655
Merger reserve 21 456,559 45,367
Profit and loss account ~” yal 10,807 259
Total equity capital employed 965714 63,172
These finanicial statements were approved by the board of directors on 2 May 2000 and were signed on its
behalf by: -
David Wright
Chief Executive
Richard Nichols

Group Finance Director




Consolldated cash flow statement

for the year ended 29 February 2000

. 2000 1999
Note £'000 £000
Cash flow from operating activities 12,630 6,972
Dividends received from associates 410 -
Returns on investments and servicing of finance 23 (277} {481
Taxation 23 (3,723) (3,047)
Capital expenditure and financial investment 23 13,126 (2,213)
Acquisitions 23 2,717 {10,916
equity dividends paid {1,331 771
Net cash inflow/(outflow) hefore financing 23,502 (10,456)
Financing - issue of shares 23 95 (140)
- increase in dept 2% 2,115 7,486
Increase/(decrease) in cash 25,712 (3,110
Reconciliation of Group operating profit to cash flow from operating activities
2000 1959
£'000 £000
Group operating profit 12,365 6,654
Depreciation 2,351 1,643
Net (profitl/loss on disposal of tangible fixed assets 11) 73
Other non-cash items {(176) 130
Increase in work in progress (689) (552)
Increase in debtors . (3,315) (2,801)
Increase in creditors 2,105 1,825
Net cash inflow from operating activities 12,630 6,972
Reconciliation of net cash flow to movement in net funds/(debt) 'y
2000 1999
Note £'000 £'000
Increase/{decrease) in cash 25,712 (2,110}
Cash inflow from increase in debt 23 (2,115) (7,486)
issue costs of new bank loans - 90
Movement in het funds/(debt) resulting from cash flows 25 23,597 (10,506)
Loans and finance leases acquired with subsidiary undertakings and businesses - (179}
Inception of finance leases (2) (78}
1ssue of loan notes for non-cash consideration - (94)
QOther non-cash changes (18) (1)
Effect of foreign exchange 25 361 (90}
Movement in net funds/(debt) 23,938 10,957)
Opening net debt 25 (13,527) (2,570)
Closing net funds/(debt) 25 10,411 (13,527)
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Statement of total recognised gains and losses

for the year ended 29 Februayy 2000

Group
£000 £000
Profit attributable to Group sharehotders : 16,913 4,323
Exchange differences on foreign currency net investments 250 (45}
Total recognised gains and losses y 17,163 4,278

The Company made no recognised gains and losses other than a profit after tax and before distributions

of £12,516,000 {199% - £179,000).

~

Reconciliation of movement in shareholdérs’ funds

for the year ended 29 February 2000

Group

company
2000 1959 2000
NP‘EE £000 £'000 £'000 £°000
Profit attributable to Groyp, sharehoiders 16,913 4,323 12,516 179
Dividend {1,968) {1,381) {1,968} (1,391)
14,945 2,942 10,548 1.212)
Other recognised gains and 10sses 250 (45} - -
Issue of shares net of issuie costs 2,122 30,403 2,122 30,403
Net movement in estimated value of shares to be issued
as consideration for acqussitions 21 20,872 (2,440) 20,872 (3,440)
Movement in goodwill relating to acguisitions In prior years 21 {362) 1,489 - -
Net addition to shareholders’ funds 37,827 25,349 33,542 19,751
Opening shareholders’ funds/(deficit) 23,728 (1,621 63,172 43,421
Closing shareholders’ funds 61,555 23728 96,714 63,172

¥
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Notes to the financial statements

29 February 2000

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are
considered material in relation to the financial statements.

{1) Basis of accounting and presentation of the financial statements
The financial statements have been prepared in accordance with applicable accounting standards and

under the historical cost accounting rules except, as discussed in note 1{8) below, in order to give 2
true and fair view in respact of goodwill.

in accordance with section 230{3) of the Companies ACt 1985, the Company is exempt from the
requirement to present its own profit and loss account. The profit of the Company for the financial

year dealt with in the consolidated financial statements is disclosed in the statement of total
recognisad gains and losses.

(2) Changes in presentation of financial information o
FRS 13, ‘Derivatives and other financial instruments: disclosures’, has been adopted in these financial
statements. This standard requires disclosures that provide information about the management of

financial instrurnents and their impact on the Group’s risk prafile, performance and financial condition,
These are sef out in the Financial review and in notes 1(10) and 26,

Basis of consolidation

The Group financial statements consolidate the accounts of the Company and all of its subsidiary
undertakings. Associates are included under the equity accounting method. The resulis of subsidiary
undertakings and associates acquired or disposed of in the year are incfuded in the consolidated
profit and loss account from the effective date of acquisition or up to the effective date of disposal.
(4) Tumover

Turnover represents amounts receivable, either for services to customers or for work completed
during the year, excluding VAT,

Foreign currencies

It the financial staterments of individual Group undertakings, transactions in fareign currencies are
recorded in the locat currency using the rate of exchange ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are translated using the rate of

exchange ruling at the balance sheet date and the gains or losses on translation are included in the
profit and loss account.

{3

-

5

—

In the consolidated financial statements, the results of overseas subsidiary undertakings are vy
translated at the average rates during the year and the balance sheets of these undertakings are

translated at the year end exchange rates, Exchange differences arising on the re-transiation at year

end rates of opening net assets and results for the year of overseas subsidiary undertakings and of

tong term funding of investments in overseas subsidiary undertakings are deait with through reserves,

All other exchange differences are dealt with in the profit and 10ss account.

{6) Leases
when the Group enters into a lease which entails taking substantially ail the risks and rewards of
ownership of an asset, the lease is treated as a 'finance 'ease’. The asset is recorded in the balance
sheet as a tangible fixed asset and is depreciated over the estimated useful life or the term of the
lease, whichever is shorter. Future instalments under such leases, net of finance charges, are included
within creditors. Rertals payabile are apportioned between the finance elerment, which is charged to

the profit and Joss accolnt, and the capital element which reduces the outstanding obligation for
future instalments.

All other ieases are accounted for as ‘operating leases’ and the rental charges are charged to the
profit and loss account on a straight line basis over the life of the lease.

{7) Fixed assets

Depreciation is provided to write off the cost less the estimated residual value of tangible fixed assets
by equal instalments over their estimated useful economic lives as follows:

Short leasehold property - Life of lease
Fixtures, fittings, vehicles & equipment - 20% to 35% per annum.

Depreciation is provided on freehold and long leasehold property in order to reduce the carrying
value to the residual value estimated by the directors over a peried of between 30 and 70 years.

Investments in subsidiary undertakings in the Company’s balance sheet are stated at cost less
provision for permanent diminution in vaiue.
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1 Accounting policies (continued)
{8} Goodwill and Intangible assets
Goodwill arising on acguisitions of businesses, associated undertakings or subsidiary undertakings is
; calcutated as the excess of the {air value of the consideration given and costs of acquisition over the
fair value of the separable net assets acquired. Goodwill arising on acquisitions up to and including
: 28 February 1598 was written off against reserves immediately on acquisition. 1n accordance-with
: FRS 10, ‘Goodwill and intangible assets’, goodwill arising on acquisitions on or after 9 March 1998 is
“; capitalised as an intangible fixed asset and amortised over its estimated useful economic Tife.
Goodwill previously written off directly to reserves has not been reinstated on the balance shee,

but written off directly against the profit and loss resenve in accordance with the transitional
provisions of FRS 10.

On the subsequent disposa! or termination of a previously acquired business, the profit o loss on
disposal or termination is calculated after charging the amount of any refatett gootwill wsken directly 10
reserves on acquisition and the net book value of any related goodwill capitalised in the balance sheet.

The directors are of the opinian that the intangible assets of the Group have an indefinite econornic
life given the durability of the Group's brand names, their ability to sustain long term profitability, their
proven ahility 10 rmainiain market ieadership and the Group’s commitment to develop and enhance
their value across its network of offices workdwide. In accordance with FRS 10 and FRS 11,
"Impairment of fixed assets and goodwill', the carrying values of intangible assets are reviewed
annually for impairment on the basis stipulated in FRS 11 and adjusted to the recoverable amourt i

required. The individual circumstances of each acquisition are assessed to determine the appropriate
treatment of any related goodwili.

The financial statements depart from the requirernent of companies’ legisiation to amortise goodwil
ovar a finite period in order to give a true and fair view, for the reasons outlined above. f the goodwill
arising on all acquisitions made since 1 March 1998 had been amortised over a period of twenty

years, operating profit for the year ended 29 February 2000 would have decreased by £1.6 milion  ~~

(1999 ~ £0.5 million).

(9) Work in progress o
Work in progress comprises costs incurred on behal of clients and is stated at the lower of cost anc
estimated net realisable value.

(10} Financial instruments _
The costs of issue of capital instrurrents such as the issue costs of new debit are charged ta the profit
and loss account on an annual basis over the life of the instrument.

(11} Pensions

The Group operates defined contribution money purchase pension schemes and makes contributions
to individual employees’ personal pension schemes. The Group’s cantribytions are charged against
profits in the year in which centributions are made.

(12) Tax '
The charge for tax is basedyon the results for the year and takes into account deferred tax on timing
differences arising due to the different treatment of certain items for tax and accounting purposes.

Provision is made for deferred tax only to the extent that it can be demaonstrated with reasonable
certainty that an actual liability wilt crystallise in the foreseeable future.

2
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Gross profit Profit on ordinary
Turnover {gross revenue} actlvities before tax
2000 19%9 2000 1999 2000 1999
£000 £000 £'000 £'000 £000 £000
Public Relations 58,923 31,408 41,008 23,231 6,369 2,912
Advertising 81,305 35,461 18,067 12,955 3,403 214
Marketing Services 23,719 18,489 9.599 7.763 © 2,457 2,277
Design & Branding 19,205 41,826 9.084 6,761 856 810
Intra-group trading {9.743) 3.411) (568) (580) - -
173,409 113,773 77.190 50130 13,585 8113
Share of operating profit of associates 608 174
Income from other fixed asset investment 163 116
Net interest payable (323) (682)
14,033 7,721
Exceptional items (note 8) 9,763 (1,459
23,796 6,262
Exceptional items Net assets{liabliitles)
2000 C ot 2000 199%
£'000 £000 £000 £'000
Public Relations (164) (643} {670) (510
Advertising {495) (223 (117} 1,560
Marketing Services - (226) 4,103 4,236
Design & Branding {31 (367 1,932 1,424
Parent company and non-cperational 10,453 - 56,398 17,117
9,763 (1,459) 61,646 23827
The above analyses of turnover, gross profit (gross revenue), profit on ordinary activities before tax and v
net assets/(liabilities) for 2000 include the following amounts in relation to acquisitions during the year;
Profit
on ordinary
Gross profit activities
Turnover  (gross revenue) before tax Net assets*
£000 £000 £000 £000
Public Relaticns 3.266 2,788 845 535
Advertising 158 44 (17) 759
3,424 2,832 828 1,294
Net interest payable }]
: 827

*Includes Citigate Dewe Rogerson i.MAGE (Pte} Limited, SEA Spiess Ermisch & Andere Werbeagentur
GmbH and 36A Dewe Rogerson GmbH only, a5 net assets at 29 February 2000 for all other
acquisitions are not separately identifiable from the net assets of continuing operations.
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29 February 2000
Segmental information (continued)
Geographical segments
N Gross profit Profit on ordinary
Tumover by origin {gross revenue) activities before tax
2000 1 2000 1995 2000 1999
£000 £000 - £000 £000 £000 £'000
UK & continental Eurcpe 112,566 74,059 56,644 35,527 13,336 7,412
Rast of the world 70,586 43,125 21,114 15,183 249 701
Intra-group trading (9,743) (3411} (568) (580) - -
173,409 113,773 77,190 50,130 13,585 8113
share of operating profit of agsaciates 608 174
income from cther fixed asset investment 163 11é
Net interest payable (323) {682)
14,033 7.721
Exceptional items (note 8) 9,763 (1.459)
23,796 6,262
Tutnover by destination
(hefore intra-group trading) Exceptional items Net assets/(liabilities)
2000 19%9 2000 1599 2000 1999
£'000 £000 £°000 £600 £'900 £000
UK & continental Europe 136,213 66,972 9,930 (1,083} 65,451 30,402
Rest of the world 46,939 50,212 {167} .- (376) (3.805) {6,575)
183,152 1 17,184 9.763 (1,459 §J.6§6 23,827
Analysis of the results of acquisitions
2000 1999
continuing Continuing
operations Acquisitions Total operations
£000 £'000 £000 £'000
Turnover 169,985 3,424 173,409 113,773
Cost of sales (93,627) (592} (96,219) (63,643)
Gross profit (gross revenug) 74,358 2,332 77,190 50,130
Administrative expenses befote exceptional items (62,174) (2,004) (64,178) (42,404)
Qther operating income 573 - 573 387
Group operating profit hefore exceptional items 12,757 828 13,585 8,113
Share of operating profit of associates 608 - 608 174
Income from other fixed asset investment 163 - 163 116
Net interest payable . {322) )] (223) 1682)
13,206 827 14,033 7721
Exceptional items (note 8) 9,763 - 9,763 (1,459)
Profit on ordinary activities before tax 22,969 827 23,796 6,262

Details of acquisitions made during the year are provided in note 27.

Other operating income

Other operating income of £573,000 (1599 — £387,000} consists of rental income from office space

which has been sub-let.

)
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5 Employee numbers and remuneration
The average number of persons employed by the Group (including directors) during the year, analysed
by class of business, was as follows: ’ i
2000 1999 :
public Relations : 468 308 i
Advertising 213 155 !
Marketing Services M 86
Design & Branding 157 144
Head office . 3z 29
s 986 722
The aggregate payroll costs of these persons were as follows:
2000 1999
£000 £000
wages and salaries 37,290 25,469
Sociat security costs } - 3178 2,147
Other pension costs 1,734 1,234
42,202 28,850
Aggregate payroll costs inciude the following amounts in respect of the exceptional items disclosed in
note 8:
2000 199
£000 £'000
Wages and salaries 1,027 649
Social security costs 155 38
Other pension costs 36
AR Y 1,218 687
Exceptional items in the year ended 29 February 2000 include & provisicn of £530,000 in relation to
employer's naticnal insurance contributions payable on certain share options (note 8). This amount is
not in¢cluded in the table abave,
The information on directors’ emoluments and share options set out on pages 69 to 71 forms part of
these financial statements.
6 Net interest payable
2000 1999
£000 £000
nterest payabile:
Group
- on bank loans and overdrafis 993 810
-on ¢ther loans 74 138
- in respect of finance leases 18 20
) 1,085 968
Interest receivatie:
Group
- on bank deposits {755) (282}
ASsOCiates .
- on bark deposits 7} @
323 682
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7 Profit on ordinary activities before tax
Profit on ordinary activities before tax is stated after charging/(crediting):
‘ 2600 1999
£'00D £000
Staff costs (note 5) _ 7 42,202 28,850
Depreciation of tangible fixed assets: .
- owned assets 2,312 1,576
- assets held under finance leases : : 3¢ 67
Net {profiti/loss on disposal of tangible fixed assets . (11 73
Rent and other operating lease rentals 4,530 2,773
Exchange (gains)losses {146} 88
Group audit fees and expenses of which the parent company was £55,000 (1999 - £24,000
- current year 215 165
- under provision In prior year 49 -
Fees paid to PricewaterhouseCoopers for non-audit services in the UX were £240,000 (1999 -
£201,000), Of this amount £34,000 (1999 - £181,000) has been capitalised durlng the year witnin
intanginle fixed assets, being costs of acquls tions.
Depreciation, Ioss on disposal of tangible fixed assets and rent and cther operating lease rentals for 1999
include £8,000, £102,000 and £73,000 respectively in relation to the exceptional costs arising in that year.
8 Exceptional items -
- 2000 1999
* o £7000
Profit on sale of other fixed asset investment 10,933 -
Provision for national insurance contributions on share options . {530) -
Restructuring costs:
- Redundancy {690} (687)
- Reorganisation - {772)
9,753 (1,45%)
During the year, the Group seid its strategic investment in Lopex pl, making a profit on sale of
£10,983,000. The investment had previously been included in fixed asset investments at an historic
cost of £5,535,000. Proceeds from the sale were £17,650,000 and total costs assotiated with the sale
amounted to £1,132,000. §
A provision of £530,000 has been made in relation to employer’s national insurance contributions
payable on certain share options. The UK government has recently announced that for unapproved
options granted since 6 April 1999, companies have an uncapped liability to employer’s national
insurance contributions at 12.2% of the gain that the employee ultimately makes. The provision is
based on such unappraved aptions outstanding at 29 February 2000 and on gains that would be
made at the year end sharg price of 172.5p.
During the year, the Group undertaok the final stages of its restructuring programme following
ihe Dewe Rogerson acquisition in October 1998. Redundancy costs of £690,000 were incurred,
largely relating to the creation of a single UK advertising brand, Citigate Albert Frank, which
invoived the integration of Citigate Dewe Rogerson Advertising & Branding with the Group's existing
advertising business,
The £1,459,000 of exceptlonal COSts incurred in 1999 related to a restructuring programme principally
resulting from acquisitions in that year.
9 Tax on profit on ordinary activities _
' 2000 1959
. _‘ £000 £000
UK corporation tax payable on thé."’proﬂt for the year at 30 per cent. (1999 — 31 per cent) 6,154 1,790
Foreign taxes on profits of subsidiary undertakings ) . 5414 151
Share of tax of associates 289 78
Quer provision in respect of prior years ’ (118) (4
6,866 1,905

Net tax payahle on exceptional Items amounted 10 £2,688,000 {1999 — £303,000 receivable), including
i £3,024,000 payable in respect of the sale of the fixed asset investment.
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Dividend
2000 1999
£000 £5000
final dividend proposed 1,968 1,381
A final dwidend of 0.50p per share (1999 - 0.42p per share) is recommendead and, subject 1o approval
by sharehalders, will be paid on 17 July 2000 to sharehciders on the register at 12 May 2000.
Earnings per share .
Basic earnings per share has been calculated using eamings of £16,213,000 (1999 — £4,323,000) and a '
weighted average number of shares in issue during the year of 330,546,515 ordinary shares (1999 -
249,737,118). Diluted earnings per share has been calculated on the same earnings figure and an
aggregate weighted average number of shares of 342,022,113 {1999 — 265,336,318).
£arnings per share befcre exceptional items has been calcutated using earnings before exceptional
items of £9,838,000 {1999 — £5,479,000) and the same weighted average number of shares as for
hasic earnings per share or diluted earnings per share as applicable.
Reconciliations of the earnings and weighted average number of shares used in the calculations are
set out below:
2000 1995
Weighted Weighted
average Earnings average Earnings
number of per number of per
Earnings shares share Earnings shares share
£000 Million p £°000 Miltion n
Basic EPS 16,913 330.55 5.12 4,323 24%.74 1.73
Effect of dilutive securities:
Opuans angd warrants 9.87 436
Contingently issuable shares in relation to acquisitions 1.60 11.24
Diluted EPS 16,913 342.02 4.95 d,323 |3 265.34 1.63
Earnings per share before exceptional items
Basic EPS 16,913 330.55 5.12 4,323 249.74 1.73
Exceptional items {post tax) (7,075) 1,156
Basic EPS hefore exceptional items 9,838 330.55 2.98 5479 249.74 2.19
Diluted EPS 16,913 342.02 4.95 4,323 265.34 1.63
Exceptional items (post tax) {7,075) 1,156
Diluted EPS before exceptional items 9,338 342.02 2.88 5,479 265.34 2.06
intangible fixed assets
Goodwlll
£'000
At 1 March 1999 27,286
Goodwill arising on acquisitions in the year 47,685
Adjustment in relation to prior year acquisitions (264)
At 29 February 2000 74,707

The goodwill arising on acquisitions in the year relates to the acquisiticns of SEA Spiess Ermisch &
Andere Werbeagentur GmbH and other subsidiaries and businesses as tetailed in note 27.
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13 Tangible fixed assets
Group Freehold Fixtures,
and long short - fittings,
leaseheld leasehold vehicles &
property property equipment Total
 £'000 £°000 £000 £000
cost '
At 1 March 1999 435 4,270 10,432 15,137
Acquisitions 128 23 2,194 2,345
Additions - 1,099 2,450 3,549
Disposals {56) (s (700) {761}
Foreign exchange - 2 (11} 9
At 29 February 2000 507 5,389 14,365 20,261
Depreciation
At 1 March 1999 36 ) 1,878 6,784 8,698
Acquisitions 94 8 1,558 1,660
Charge for the year 7 458 1,886 2,351
Disposals (31) 4 (643) (678)
Foreign exchange - 2 (% 7
At 29 Februaty 2000 106 2,342 9.576 12,024
Net book value
Al 29 February 2000 401 3,047 4,789 8,237
At 28 February 1999 359 2,392 ; 3,548 6,439
The net hook value of assets at 29 February 2000 includes an amount of £268,000 in respegt of assets
held under finance leases (28 February 1999 — £305,000}.
company Freehold Fixtures,
and long Short fittings,
leasehold leasehold vehicles &
property property equipment Total
£'000 £000 £000 £000
cost
AL 1 March 1999 379 148 834 1.361
Additions LY - 1,004 854 1,858
Disposals - - (27) (27}
Transfers from subsidiary undertakings - 2,243 1,592 3,835
A 29 February 2000 379 3,395 3,253 7,027
Depreciation
At 1 March 1999 5 [ 556 567
© Charge for theyear 7 7 245 416 668
Disposals - - (20) (20)
Transfers from subsidiary uncertakings - 1,226 956 2,182
At 29 February 2000 12 1,477 1,908 3,397
Net book value
At 29 February 2000 367 1,918 1,345 3,630
At 28 February 1999 374 142 778 794

The net book value of assets at 29 February 2000 includes an amount of £87,000 in respect of assets
held under finance leases. No assets were held under finance leases at 28 February 1999.

U
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Fixed asset investments
Group Investment in Other
associates investment
£000 £'000
At 1 March 1999 211 5,535
Disposals (note 8) - (5.535)
Share of profits less dividends for the year {123) -
Foreign exchange N s -
Adjustment on acquisition of the remaining 52.5% interest in SEA Dewe Rogerson GmbH (note 27) (59) -
At 29 February 2000 ' 34 -
.n“
The invesiment in associates at 29 February 2000 represents the Group's 40% holding in Capital
Communications Kft and 34% holding in NBS Spolka z.0.0. Both companies are public refations
consultancies, registered in Hungary and Poland respectively. The carrying value of the investmeants
equates to the Group's share of net assets and does not include any goodwill,
company Investment
in subsidiary
undertakings
£'000
At 1 March 1999 62,416
Additions 43,805
At 29 February 2000 106,221
Investment in subsidiary undertakings is stated at cost. Additions during the year are discussed in
note 27. )
Loans to Group undertakings are included in debtors.
Principal subsidiary undertakings and associates at 2¢ February 2000 are listed in note 32. A full list of
subsidiary undertakings and associates will be annexed te the Company's next annual return, LY
Debtors
Group Company
2000 1999 2000 1999
£000 £1000 £°000 £7000
Amounts fafling due within one year:
Trade debtors 37,045 28,310 - -
Amounts owed by subsidiary undertakings - - 22,600 21,749
Amounts owed by associates
- trading balances - 445 - -
- dividend receivable 74 35 - -
Corporation tax 407 631 515 -
Advance corparation tax recoverable 317 193 193 193
Other debtors 1,657 625 596 151
Prepayments and accrued income 1,886 1,272 477 n
41,386 31,514 24,381 22,304
Amounts falling due after more than one year: -
Amounts owed by subsidiary undertakings - - 2,664 2,545
Other debtors - 116 - -
41,386 31,627 27,045 24 849

Included within other debtors falling due within one year for the Group is an amount of £47,000 (1999
- £74,000) relating to shares in the Company held by the Citigate Communications Group Limited
Employee Share Trust. The shares were issued at the time of the Citigate acquisition as consideration
for Citigate Communications Group Limited shares which were held by the Employee Share Trust in
accorgance with an agreement dated 4 April 1995 between the Employee Share Trust and Citigate
Communications Group Limited. The shares are to be distributed under a replacement option scheme
resulting from the acquisition and are valued at cost, Further detaiis of the option scheme are

provided on page 71.
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Creditors: amounts falling due within one year
Group company
2000 1999 2000
£'000 £000 £000 £000
Bank overdraft Y - 641 - -
Bank loans 1,983 1,986 1,933 1,982
Loan notes 807 844 807 344
Obligations under finance leases falling due within one year 113 122 73 -
Trade creditors ) 18,850 13,983 614 343
Amounts ewed to subsidiary undertakings ’ - - 12,650 6,003
Amounts owed to associates - trading balances - 23 - -
Corporation tax 6,086 2,228 - 182
Other taxes and social security 1,931 1,579 736 429
Initial consideration for acquisition of SEA (note 27) 11,062 - 11,062 -
Deferred consideration for acquisitions 2,494 958 1,172 183
Advance corporation tax payable 124 - - -
Proposed dividend 1,961 1,381 1,968 1,391
Qthey creditors 5,165 23N 149 sl
Accruais and deferred income ’ 19.415 13,577 2,410 2,050
69,991 39,633 33,624 13,427
Included within other crediters for the Group is £97,000 {1999 - £238,000) relating to liabilites and
accrued obtigations of the Citigate Communications Group Limited Employee Share Trust, representing
the income tax liabifity, acerued professional fees and a provision against future commitments. The o
proposed dividend for the Group is stated after degucting dividends of £7,000 {(199% — £10,000) in
respect of shares held by the Citigate Communications Group Limited Employee Share Trust. 7.
£736,000 of the loan notes shown above were issued on 28 February 1997 as part of the consideration
for the acquisition of the Park Avenue Productions pic minority interests. They are secured by way of a
charge cover the minority interests acguired and are repayable on six months’ notice.  ~
Creditors: amounts falling due after more than one year
Group Company
2000 1999 2000
£000 £000 £000 £'000
Bank locans ) 14,480 11,906 14,480 11,906
Obligations under finance le¥sas falling due between one and five years 43 138 13 -
Loan notes - . 750 - 750
Deferred consideration for acquisitions . 9,231 - 8,662 -
23,754 12,794 23,155 12,656
The bank loans shown above and in note 16 are funded under facilities with Lloyds TSB Bank pic and
comprise a £10.0 millionTive vear term loan facility and a £10.0 million five year multi-currency
revolving loan facility, both dated 16 October 1998. The aggregate amounts drawn down under these
facilities at 29 February 2000 totalled £16.5 million. £6.5 million was drawn down and £1.5 million
repaid during the year on the multi-currency revolver koan. £2.0 million was repald during the year on
the term loan. interest payable on the majority of the Group's borrowings is payable at & margin of
1.5% over UBOR or foreign equivalents appropriate [0 the base currency of the facility. Borrowings
urider the loan agreements are secured by fixed and floating charges over the assets of the Company
and certain of the Group's subsidiary undertakings. The borrowings are governed by financial
covenants based on the results and financial position of the Group.
Bank loans are stated net of unamortised issue costs of £62,000 {1999 — £80,000). Total issue costs of
£90,000 were incurred in respect of the loan facilities described above. These costs are allocated to
the profit and loss account over the 5 year term of the facilities on a straight line basis.
e
Provisions for llabilities and charges
Group Company
£'000 £'000
At 1 March 19997 . ‘ - -
Charged to profit and 1oss account in respect of employer's national insurance contributions on share options (note &) 530 530
AL 29 February 2000 : o 530 530

The provision is expected to be fully utilised within two to five years,

PR it
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Deferred tax

At 29 February 2000, the Group had potential deferred tax assets of £1,181,000 (1999 - £818,000) in

relation to allowable tax losses and £9292,000 (1999 - £873,000) in relation to timing differences, These
assets have not been recognised in the financial statements,

Called up share capital —
2000 1999
£000 £000
Authorised ‘
Ordinary shares of 1p each 441,955,000 (1999 - 441,955,000 : =3 4,420 4,420
Allotted and fully paid
Ordinary shares of 1p each 333,557,447 {1999 - 328,317,474) 3,336 3,283
A total of 3,895,322 shares were issued during the year as deferred consideration for the acquisitions
of Park Avenue Productions plc minority interests, Amdur Creative Services Limited, RLS {Public
Relations) Limited, Team Marketing Communications and Alexander Demuth GmbH made during
prior years.
0n 23 July 1999, the holders of 141,360 warrants exercised the right to subscribe for 141,360 shares,
at a price of 19.3p.
On 27 Septemnber 1999, 577,264 shares were issued gs part of the initial consideration for the
acquisition of I.MAGE Marcom (S} Pte Ltd and i. MAGE Public Relations (S} Pte Ltd.
A total of 626,027 shares were issued during the year under the Company's share option schemes for *
a total consideration of £71,000.
Subsequent to the year end, 8,245,982 shares were issued as initial consideration for the acquisition
of SEA Spiess Ermisch & Andere Werbeagentur GmbH, 31,761,939 shares were issued in relation 10
the acquisition of Sard Verbinnen and a total of 3,429,518 shares were issued as consideration for
other acquisitions made during the year and subsequently.
in April 2600, the Group issued 16,551,900 shares by way of a placing at 115p per sharg, raising k
£19.0 million.
Also subsequent 1o the year end, a further 5,525 shares were issued under the Company's share
optian schemes.
The total number of shares in issue as at 2 May 2000 is 393,552,311,
Further shares are to be issued subject to future financial performance as deferred consideration for
the acquisitions of Team Marketing Communications, .MAGE Marcom (S) Pte Ltd, i.MAGE Public
Relations {S) Pte Ltd, Rainmaker Public Relations CC, Reader Pallock CC and SEA Spiess Ermisch &
Andere Werbeagentur GmbH. The estimated value of these shares is included in shares to be issued
at 29 February 2000 {ncte 21). Also included in shares to be issued at 29 February 2000 are 300,000
shares to be issued &s cansideration for the acquisition of 5% of SEA Dewe ROgerson GmbH.
The Company has shareholder authority 16 purchase its own shares, to 3 maximum of
33,103,747 shares,
Warrants
There were in issue at 29 February 2000 1,575,537 warrants (1999 - 1,716,897), each of which gives
the right to subscribe for 1 ordinary share of 1p on 30 June 2000 (or, if later, 30 days after the
despatch of the annual accounts). There has been no change to the number of warrants in issue
since the year end. The current exercise price is 19.3p per share, having been changed from 19.7p
with effect from 15 September 1998 following the placing and open offer associated with the
acquisition of Dewe Rogerson Groug Limited.
Options )
As at 29 February 2000, certain employees including directors held options over ordinary shares of 1p
under the following schemes:
Dptions held Exercise prices
1999 (per share) Exercise periods (various dates)
Employee Share Qpticn Scheme 3,776,000 4,631,000 10.5p to 31.0p up to 29 Octeber 2007
Executive Share Option Plan 6,385,000 1,400,000 23.25pt0100.5p . between 22 September 2001 and 25 January 2010
1998 Savings Related Share Option Scheme 2,184,512 2,385,939 15.2p between 1 January 2001 and 31 December 2002
1999 Savings Related Share Option Scheme 1,706,738 - 47.0p petween 1 January 2002 and 30 lune 2003

14,052,250 8,416,939

A total of 7,561,212 options were granted, 631,552 exercised and 1,294,349 lapsed during the year
under the ahove schemes. Further details are shown in the statement of directors’ remuneration and
interests on pages 70 and 71.
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21 Reserves
Group Share
premium Shares to Merger Profit and
account be issued reserve loss account
£'000 £'000 £000 £000
~
At 1 March 1999 ' ; 12,608 1,655 - 6,182
Retained profit for the year - - - 14,945
Exchange differences on foreign currency net investments - - - 250
Premium on shares issued as consideration for acquisitions 789 - 1,192 -
: Premiumn on shares issued under share aption schemes 65 - - -
il E Preriurn on shares issued to warrant holders 26 - - _
! Share issue costs (3) - - -
1 Net movement in estimateg value of shares to be issued as consideration for acquisitions - 20,872 - -
4 Movernent in goodwill relating to acquisitions in prior years - - - {362)
j_‘ | At 29 February 2000 13,485 22,527 1,192 21,015
‘ Shares to be issued includes £14,224,000 in respect of initial consideration for the acquisition of SEA
i Spiess Ermisch & Andere Werbeagentur Gmbk (note 27),
g A merger reserve has been created in relation to 3,627,264 shares issued during the year as -
ak consideration for the acguisitions of Park Avenue Productions plc minority interests, RLS (Public
g | ' Refations} Limited, . MAGE Marcom {S) Pte Ltd and i. MAGE Public Relations {S) Pte Ltd.
o Curmulative goodwill relating to acquisitions made up to and including 28 February 1998, which has
i? ;'l been eliminated against reserves, amounts to £46,259,000 (1999 — £45,897,000).
Bk Company ‘ . Share T
1 d premium Shares to Merger Profit and
L account be issued reserve lass account
R v £'000 £000 £'000 £'000
N
Lol At 1 March 1999 12,608 1,655 45,367 259
2 E Retained profit for the year - - - 10,548
i Premium on shares issued as consideration for acquisitions 789 - 1,192 -
Premiurn on shares issued under share option schemes 65 - - -
Premium on shares issued to warrant hoiders 26 - - -
Share issue Costs {3) - - -
Net movement in estimated value of shares to be issued as consideration for acquisitions - 20,872 - -
At 29 February 2000y 13,485 22,527 46,559 10,807
22 Minority interests
£000
At1March 1999 9 |
Minority interests’ share of profit for the year 17
Minority interests’ share of exchange differences on foreign currency net investments 9
Acquisitions of minority interests (note 27) (16)
AL 29 February 2000 . 1
c
23 Analysis of cash flows
2000 1999
) £000 £'000
Retums on investments and servicing of finance
Interest received e 754 282
Interest paid : i (1,160} {769)
issue costs of new bank loans . : - (50)
Interest element of finance lease payments i {18) (20)
Dividend received, from other fixed asset investment 147 116
' ' 277) 481)
Taxation . .
UK tax paid : (3.609) (2,841
Overseas tax paid (114) {206)

{3,723) (3.047)
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2000 1999
£000 £'000
capital expenditure and financial investment
Purchase of tangible fixed assets - (3,549) {2,374)
Disposal of tangible fixed assets o4 161
Net cash inflow from sale of other fixed asset investment 16,581 -
- 13.126 (2,213)
Acquisitions
Purchase of subsidiary undertakings inote 27) (1,629) {5,556)
Purchase of businesses (note 27) (1,897} {1,551
Net cash/ioverdraft) acquired with subsidiary undertakings and businesses {note 27) *a 6,243 (236)
Purchase of other fixed asset investment - (3,573
2,717 (10,916)
Financing
issue of shares:
Proceeds from issue of ordinary share capitat 98 117
Share issue costs {3) 257}
95 (140)
Increase in debt:
Repayment of bank loans {3,503) 9,277
Draw-down of bank loans 6,511 17,850
Capital element of finance fease payments - (106) (87
Repayment of ioan notes {787} {1,000
2,115 7,886
2,210 7.346
Acquisitions .
Acquisitions accounted for £444,000 {1999 - £1,154,000) of cash flow from operating activities, £nil 4
{1999 - £772,000) of taxation, and £6,000 (1999 ~ £238,000) of capitai expenditure in the year. These
amounts only represent the cash flows of Citigate Dewe Rogerscn i. MAGE (Pte) Ltd, as cash flows for
all other acquisitions are not separately identifiable from the cash flows of continuing cperations.
Exceptional items
Cash flow from operating activities includes an outflow of £609,000 (1999 - £792,000) in respect of the
exceptional items arising in the year {note 8).
Major non-cash transactions
Part of the cansideration for the acquisitions of subsidiary undertakings during the year comprised
shares. Further details are set out in note 27. ’
25 Analysis of net funds/(debt)
At 1 March Exchange Other At 29 Februaty
1999 Cash flows movements movements 2000
£'000 £'000 £'000 £'00D £'000
Cash at bank ang in hand 2,860 25,071 {94} - 27,837
Bank overcraft 641} 641 - - -
Loan notes
- amounts falling due within cne year (844} 773 - (736) (807)
- amounts falling due after mare than one year (750) 14 - 736 -
Bank loans
~ amounts falling due within one year (1,986) 2,000 - {1,997) {1,983)
- amounts falling due after more than one year (11,906) {5,008) 455 1,979 (14,480)
Finance leases
- amounts falling due within cne year (122} 106 - {97) {113)
- amounts falling duge after miore than one year (138 - - 95 a3}
{13,527} 23,597 361 {20) 10,411

Other movements comprise amortisation of loan issue costs and inception of finance leases, together
with transfers between ageing categories of loan notes, bank loans and finance ieases.
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26 Financial instruments
The Group's financial instrurments comprise cash at bank and In hand, borrowings in the form of loan
notes, bank loans and finance l@ases, considaration for acquisitions and various items such as trade
debtors and trage creditors that arise directly from its operations. As permitted by FRS 13, short-term
dehtors and creditors have been exciuded from all financial instrument disclosures other than
currency exposure disclosures.
The Group's policies and sirategies I refation to risk and financial instruments are explained in the
Financial review on pages 32 and 33. Accounting policies relevant to financial instruments are detailed
in note 1{10).
The Group does not enter intc any hedging arrangements involving derivative financial instruments.
Interest rate risk proflle of financial labilities
As at 29 February 2000.
Financial
Floating rate Fixed rate liabilities
financial financial on which no
llabilities liabllities  interest is paid Total
currency £'000 £000 £000 £'000
Sterling : 8,245 85 730 9,060
US dollars 1,013 70 1,171 2,254
Hong Kong dollars 976 1 - 977
£V currencies {exciuding Sterling) 7,036 - 19,725 26,761
Other currencies - - 1,161 1,161
17,270 . 156 22,787 40,213
The finating rate financial liabilities bear interest at rates fixed in advance for three months by
reference to the national LIBOR equivalent rates.
Financia! fiabilities
Fixed rate financial liabilities on which no
interest is pald
Welghted average Weighted average
Weighted average period for which period until
interest rate rate is fixed maturity
Currency % Months Months
Sterling 12.0 15 21
US dollars 8.5 11 12
Hong Keng dollars 7.8 18 -
EU currencies (excluding Sterling 1. - - 18
Other currencies - - 2
104 13 17
As at 28 February 1999:
- Financial
Foating rate Fixed rate labitities
financial financial on which no
liabllities liabilities  interest is paid Total
Currency £000 £000 £000 £000
Sterling . 11,654 136 00 11,890
US dollars ) 1,000 124 63 1,187
Hong Kong dollars 973 - 1 1,084
EU currencies (exciuding Sterling) 2,500 - 684 3,184
16,127 260 958 17,345
Financial llabilities
Fixed rate financial liabilities on whith no
v Interest is paid
. . Weighted average Weighted average
Weighted average . period for which period until
. interest rate rate is fixed maturity
currency R % Months Meonths
Sterling co 120 27 10
Us dollars . 89 22 3
Hong Kong dollars : - _ 4
EU currencies (excluding Sterling} - _ 1

10.5 25 10
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2000 1999
Cash at Other fixed Cash at
bank ant 355t tank and Other
in hand jnvestment in hand debtors Total
Currency £'000 £000 £7000 £000 £°000
Sterling 16,784 5,535 132 - 5,667
us doliars 1,725 - 1,244 116 1,360
Hoeng Kong doliars 440 - 298 - 298
EU currencies (excluding Sterfing) 7,919 - b64 - 464
Other currencies 969 - 522 - 522
27,837 5535 7860 116 8571
NO interest 1,386 5,535 1,658 116 7.309
Floating rate 25,229 - 1,108 - 1,108
Fixed rate 1,230 - 94 - 94
27,837 5,535 2,860 116 8,511
Cash at bank and in hand includes deposits placed with banks on money markets at avernight rates.
Other debtors in 1999 comprised deposits in respect of rent.
Maturity of Group financial liabilities
2000 1999
Borrowings consideration Borrowings Consideration
and finance for and finance far
leases acquisitions Total leases acquisitions Total
£000 4 £000 £000 £'000 £OR0
in one year or less or on demand 2,903 13,556 16,459 3,593 958 4,551
In more than one year but not mare than two years 2,07 189 2,206 2,798 - 2,798
In more than two years but not more than five years 12,506 9,042 21,548 9,996 - 9,996
17,426 22,787 40,213 16,28% 958 17,345
Borrowings and finance leases above include unamortised loan issue costs of £62,000
{1999 - £80,000).
Maturity of Company borrowings and finance leases
Company borrowings including bank 'oans, bank overdrafts and loan notes, and cbligations under
finance leases, fall due as follows:
2000 1999
£'000 £000
In one year or less or on demand 2,863 2,826
In more than one year but not mare than two years 1,994 2,688
In more thar two years but not more than five years 12,499 9,968
17,356 15,482
Borrowing facilities
The Group had an undrawn committed facility of £976,000 available at 29 February 2000 (1999 -
£5,532,000) in respect of which all conditions precedent had been met at that date. This relates to a
£10.0 million five year multi-currency revolving loan facility with Uoyds TSB Bank plc which bears
interest at floating rates and expires in October 2003.
Fair values of financial assets and liabilities
The fair values of primary financial instruments held or issued to finance the Group’s operations, as
determined by market values or caiculated by discounting expected future cash flows at prevailing
interest rates, are set out below:
2000 1999
Book Fair BOOK Faiv
value value value value
£'000 £'000 £000 £000
Bank overdraft - - (641 (641
Bank loans {16,463) (16,463) {13,892} (13,892)
Loan notes {807) (807) (1,594) (1,594)
Obligations under finance leases {156} {156} {260 (260}
Initial consideration for acquisition of SEA (11,062) (11,062) - -
Deferred consideration for acquisitions {11,725) (9.070) (958) (908)
Other fixed asset investmerit - - 5,535 7,060
Other debtors - - 116 116
Cash at bank and in hand 27,837 27,837 2,860 2,860
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26 Financial instruments (continued)
currency exposures
The Group's objectives in managing the structural currency expasures arising from its net investments
overseas are explained in the Financial review on page 33. Gains and losses arising from these
currency exposures are recognised in the staternent of total recognised gains and losses. The table
below shows the Group's transactional currency exposures that give rise to the net currency gairs
and losses recognised in the profit and loss account. Such exposures arise from monetary assets and
monetary liabilities of the Group that are not denominated in the operating currency of the operating
unit involved. -
As at 29 February 2000:
Net foreign currency monetary assets/(labillties)
EU curreéncles
Hong Kong {excluding Other
Functional currency Sterling USs dollars dollars Sterling) currencies Total
of Group operatlon £000 £000 £'000 £000 £'000 E'000
Sterling - 2,759 531 (3,872) {413) (995)
Us doliars 222 - (278) - 237 181
Hong Kong dollars {63) (12) - (26) 506 405
EU currencies (exciuding Sterling) {3 8 - - - 5
Other currencies 23 237) - - - (214}
Total 17% 2,518 253 (3,898) 330 (618)
As at 28 February 1999: ~7
. Net foreign currency monetaty assets/{labliitiesy’ «
: EU currencies
Hong Kong {excluding Other
Functional currency sterling US dollars dollars Sterling) currencies Total
of Group operation £000 £000 - E'000 £000 £'000 £000
Sterling - {1,263) 12 41 148 {1,062
LS dollars {45) - (488) - 206 (327
Hong Kong dollars 95 74 - - 226 395
Other currencies - (122) - - - {122)
Total 50 {1,311) (476) 41 580 {1,114)
%
27 Acquisitions _
SEA acquisition
The Group acquired the whole of the issued share capital of SEA Spless Ermisch & Angiere
Werbeagentur GmbH on 29 February 2000. Initial consideration comprised DM 35,400,000 in cash and
8,245,982 new ordinary shares in the Company. A maximum deferred consideration of DM 27,720,000
in cash and DM 18,480,000 new ordinary shares in the Company will be paid subject to future
financial performance.
As part of the SEA acquisition, the Group acquired a further 47.5% of SEA Dewe Rogerson GmbH,
which was previously a 47.5% associate. On 29 February 2000, the Company also acquired the
remaining 5% of SEA Dewe Rogerson GmbH for censideration of 300,000 new ordinary shares in the
Campany to be issued in annual instalments up to 29 February 2003.
Estimated acquisition costs amount ta £300,000, of which none had been paid at 29 February 2000.
The book values and fair values of assets and liabilities acquired were as follows:
Fair value
Book value adjustment Fair value
£000 £'000 £'000
Tangible fixed assets 448 - 448
Work in progress s 1,007 {252) 755
Debtors 6,668 - 6,668
Cash at bank and in hand 6,227 - 6,227
Taxation {1,138) - (1,138)
Other creditors  © {12,135) - {12,135)
Less: share of associate aiready owned (59) - {59)
1,018 (252) 766
Goodwil ' 39,776
Total cost 40,542

The fair value adjustent to work in progress s to ensure consistency of accounting palicies. All fair
values are provisional awaiting final determination of the batarices acquired. .

naaEEr
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The results for SEA Spiess Ermisch & Andere Werbeagentur GmbH from the start of its financial period
on 1 January 2000 up to 2% February 2000, the date of acauisition, were: turnover DM 14,705,000,
operating profit OM 3,814,000, profit hefore tax DM §,435,000; tax charge DM 2,200,000

The profit after tax for the year ended 31 December 1999 was DM 4,582,000,

The resuits for SEA Dewe Rogerson GmoH from the start of its financial pericd on 1 Aprit 1599 up 10
29 February 2000, the date of acquisition, were: turnover DM 16,459,000; operating profit

DM 3,887,000; profit before tax DM 3,964,000; tax charge DM 1,773,000. The profit after 1ax for the
year ended 31 March 1999 was D 1,028,800,

Since it was established in 1970, SEA has grown into one of the leading advertising and corporate

communications agencies in Germany. it has a proven receord of sustained revenue growth and

profitability. The Group is committed t¢ investing in the brand as part of its strategy to build a strong wr
European operation. Accordingly, the goodwill arising or the acquisition is not amortised a5 the ’
directors regard it as having an indefinite economic life.

Other acquisitions

During the year, the Company acquired 100% of i MAGE Marcom (S) Pte Ltd and i MAGE Public
Relations (3) Pre Lid, public relagions consultancies based m Singapore. initial consideration comprised
§$1,200,000 in cash and 577,264 new ordinary shares in the Company, plus $$37,00C in cash for the
net assets acquired. Deferred consideration of 5$6,500,000, including $33,250,000 in new ordinary
shares in the Company, was paid subsequent to the year end. LMAGE, which commenced trading in
1988, has a strong reputation and market share in the local IPO market and a proven track record of
profitability. The goodwiil arising on the acquisition of the i.MAGE companies is not amortised as the
directors regard it as having an indefinite econgmic life.

The Group acquired the trade and certain assets of The Public Paticy Unit Limited ("PPU"}, a business
and management consultancy specialising in government refated wark and public affairs in London
and Brussels, effective 1 April 1999. initial consideration comprised £100,000 in ¢ash, plus £9,000 in
cash for the assets acquired, A maximum deferred consideration of £1,230,000 in cash will be paid
subject to future financial performance. The acquisition of PPU, which was incorporated in 1985 and
nas a biue-chip client base and extensive profile in a specialist field, strengthens the Group's pubic
affairs capabitity. The Group is committed to developing an European infrastructure and critical mass in

indivigual disciplines. The directors regard the gooawill arising en this acquisition as having an
indefinite econpmic tife.

The Group acquired the trade and certain assets of Kissel-Blake, the New York based shareholder h )
intelligence division of Georgeson Sharehclder Communications tnc., effective 30 July 1999. nitiat

consideration comprised US$250,000 in cash. A maximum deferred consideration of US$500,000 in

cash will be paid subject to future financial performance. The goodwill arising on this acquisitior is not

amortised as the directors consider that the Kissel-Blake business, specifically its proprietary computer

software and rejated equipment, will enhance the quality and profitability of the Group’s existing

shareholder services and cemplement the Groug's other activities in North America indefinitely.

The Group acquired the trade and certain assets of Reader Pollock CC, an advertising and marketing
agency in Cape Town, effective 1 September 1999. Initial consideration comprised Rand 1,000,000 in
tash, plus Rand 33,000 in cash for the assets acquired. A maximum ceferred consideration of Rand
5,500,000, of which a maximurn of Rand 4,125000 is payable in cash at the vendar’s discretion, will
be paid subject {0 future financial performance. The Group acquired the trade and certain assets of
Rainmaker Public Relations €C, a public relations agency in Cape Town, effective 1 September 1999.
Initiai consid.ration comprised Rand 400,000 in cash, plus Rand 2,000 in cash for the assets acquired.
A maximum deferred consideration of Rand 2,400,000, of which a maximum of Rand 1,800,000 is
payable in cash at the vendar’s discretion, will be paid subject to future financiai performance, Both
Cape Town agencies are significant players in their local marketpiace. They have merged with Citigate
South Africa’s existing operations in Cape Town, bringing complementary skills and quality clients,
generating creative synergies and realising econgmies of scale, The Group is committed to investing in
its presence in this region and the goodwill arising on these acquisitions is consequently not
amortised as the directors regaro it as having an indefinite economic life.

The Group acquired 100% of Power IR Corp., an investment information database development
company 'ocated in New York, effective 1 January 2000. Witiat consideration comprised US$500,000 in
cash. A maximum deferred consideration of US$300,000 will be paid subject to defivery and final
acceptance of enhanced versions of the database software within specific time deadlines, The
existing software has a praven blue-chip custamer profile. Goodwill arising on the acguisition is net
amortised as the directors believe that the Power IR database wili become a ¢ritical component of
Citigate Dewe Rogerson's investor relations product offering as well as generating cost savings by
virtue of heing an internal contact management resaurce.

The Group acquired the trade and certain assets of the stockwatch and sharenholder intelligence
division of Corporate Investor Communicaticns, Inc., effective 1 January 2000. Initial consideration was
US$1,500,000 in cash and 8 maximum deferred consideration of US$2,600,000 is payabie in cash
subiect to future financial performance. Goodwill arising on the acauisition is not amortised as the
directors consider that the acquired business, which is a leading provider of ownership identification
and analysis for public companies in the US, will indefintely ennance the guality ant profitability of the
Group's investor relations operations.

0N 30 June 1999, the Group acquired the 10% minority interest in its subsidiary Westminster Europe
Limited, for cash consideration of £7,000. On 29 February 2000, the Group acquired the 49% minority
interast in its subsidiary, Newbridge Partnership Limited, for cash consideration of £25,000.

The total cost of these acquisitions amounted to £8,1%1,000 inclutding £7,796,000 of consideration,
comprising £6,347,000 of cash and £1,449,00C of shares, and £395,000 of acquisition Costs.
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27 Acguisitions (continued)
The aggregated boOk vaiues and fair values of assets and habnmes acquired as a result of these
acquisitions were as follows:
Falr value
Book value adjustment Fair value
£000 £000 £'000
Tangible fixed assets 237 - 237
Debtors 222 (2} 220
Net cash at bank and in hand } 16 - 16
Craditors . (2o - (207)
Mincrity interests acquired 16 - 16
284 {2) 282
Goodwill 7,909
Total cost 8,191
All fair values are provisional awaiting final determination of the balances acguired.
Goodwil! arising on all acquisitions in the.year has been capitalised (note 12}.
Cash flow
The cash flow during the year in relation o acouisitions was as foliows:
SEA Other
acquisition acnquisitions Total
T £000 £'000 £'000
Purchase of subsidiary undertakings ‘ - 1,629 {1,629)
Purchase of businesses - - (1.897) {1.897)
Net cash acquired with subsidiary undertakings and businesses 6,227 16 6,243
Net cash inflow/(outflow) . 6,227 {3.510) 2.777
The cash flow in respect of other acquisitions includes outflows of £639,000 within purchase of
subsidiary undertakings and £37,000 within purchase of businesses refating to acquisitions made
before 1 March 1999.
28 Commitments
Annual commitments under nonqce%nceuame aperating leases are as follows,
2000 1995
Land and Land and
buildings Other buildings Other
£000 £000 £000 £000
Group
Operating leases which expirg.
within one year . 730 46 267 92
within two to five years 819 140 1,639 243
after five years 2,71 20 1,963 -
4,340 206 3,869 335
company
Operating leases whwch expma
within one year 159 - 159 -
within two to five years - - 182 -
159 - 3m -

[\

29 Contingencies
Deferred consideration
Under the terms of certagin acquisition agreements, additional consideration is payable by the
Company and certain of its subsidiary uncertakings contingent on performance. The estimated
amount of such contingent consideration is accrued for in creditors or lncluded in shares tobe
issued.
Guarantees

In connection with the Group's barking agresments with Lioyds TSB Bank plc (note 17), the Company
and certain of its UK subsidiary undertakings have entered imo debenture and composite arrangements.
Citigate Inc, has also entered into a separate security agreement with Lioyds TSB Bank pic.
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In relation to acquisitions in the current and prior years, the Group paid cash consideration of
£1,392,000 and ssued 3,706,332 new ordinary shares in aggregate to the following indivicuals who, as
directors of the Company o its principal subsidiaries, are deemed related parties: M Amdur, S Bushe,
X Colmant, A Demuth, R Gihson, N Greening, P Kraus, W Kisters, £ Lee Kia long, | Uiddell, £ Lim, B
Meising, C Miller, G Perry, W Peters, A Robin, P Simmons, A Simpsen, E Spiess, A Thomas, D Tuke-
Hastings. In addition, a maximum further consideration of £1,910,000 and 2,417,596 new ordinary

shares (based on the share price of Incepta Group pic as at 29 February 2000) is payable in aggregate
to certain of these individuals.

The Group and its associates during the year carried out consultancy work on behalf of each other's
clients. Aggregate amounts included in turnover and cost of sales in the consolidated profit and loss
acoount in respect of these transactions were as follows:

Turagver
£'000

29 February 2000

Cost of sales
£000

Citigate Dewe Rogerson GmbH
Capital Communications Kft
NBS Spoika z2.0.0.

704
1
94

{283)

ALY

As detailed in note 27, Citigate Dewe Rogerson GmbH became a wholly owned subsidiary of the
Group on 29 February 2000. There were balances of £nil and £74,000 respectively due from the

Group’s two rtemaining associgtes, Capital Cornmunications Kft ang NBS Spotka 2.0.0, as at
29 February 2000,

There were no further related party transactions during the year.

Subsequent events

Acquisition of Sard verbinnen

On 14 Aprit 2000, the Group acquired the whole of the issued share Capital of Sard verbinnen, a
financial public relations agency and mergers and acquisitions adviser in the US. A total of 31.76
million shares were issued in relation to the acguisition. Initial considleration was US$58.0 million,
comprising U$$29.0 million in cash, by means of a vendor placing of 15.88 million ordinary shares at
115p per share, and 15.88 million new ordinary shares. Further consideration up to a maximum of
US$%2.0 million is payable in shares depending on future financial perfarmance.

Other acquisitions

0On 27 March 2000, the Group acquired two London based on-line investor relations companies:
MARCHCom.co.uk Limited and CAROL Limited. MARCHCOm specialises in integrated corporate and
investor communications via the Internet. CAROL iS a leading on-line annual report senvice, providing
access to annual reports for companies throughout Europe, Asia and the US. Maximum total
consideration payable is £8.0 million subject to future financig! performance.

On 30 March 2000, the Group acquired the business and assets of Ballard & King Communications,
one of the leading IT public refations consultancies in South africa, The Group paid initial consideration

of Rand 4.0 million. The maximum consideration payabie is Rand 10.0 million subject to future
financial pe-formance.

On 7 Aprit 2000, the Group acguired Smarts Advertising and Design Limited, a leading advertising and
design agency in Scotiand. A total consideration of £2.5 million was paid.

Placing of shavres

In April 2000, the Group raised £19.0 million by way of & placing with institutions of 16,551,900 shares at
115p per share.
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" 32 Principal subsidiary undertakings and associates
! Subsidiary undertakings at 29 February 2000
! Country of incorporation/
i Name ) principal operation Class of bhusiness
% Citigate Dewe Rogerson Limited England Public Relations
' Citigate Technology'
' Citigate Westminster Limited
Citigate Public Affairs®
'\ Citigate Albert Frank Limited England Advertising
! Park Avenue Productions ple England Marketing Services
L Yellow Line”
i TEAM LGM Limited
i Citigate Lloyd Northover Limited England Desigh & Branding
.i Citigate Publishing Limited Publishing
|
: incepta Moldings GmbH Germany Holding Company
|
| SEA Spiess Ermisch & Andere Werbeagentur GrmbH Germany Advertising
' SEA Dewe Rogerson GmbH : Public Relations
Alexander Demutn GimbH Public Relations
Advertising
Design & Branding
Park Avenue Productions GmbH Germany Marketing Services
Citigate Inc UsA
. Citigate Albert Frank” . Advertising
i Ciugate Bass Yager* Design & Branding
' ] Citigate Dewe Rogerson inc USA PUBHC Relations
Citigate Asia Limited Hong Kong
Citigate Dewe Rogerson® Public Relations
Citigate Lloyd Northover® Design & Branding
Citigate window Creative Limited Hong Kong Advertising
Citigate Dewe Rogerson i.MAGE (Pte) Ltd Singapore Public Relations
|
‘[ Citigate Singapore (Pte) Limited Singapore Design & Branding
1 Citigate Dewe Rogerson Coﬁlrﬁunications Private Limited india Public Relations
i
i Citigate Scotland Limited Scotland
i

:l . Design

| ' .

| Citigate South Africa (Pty} Limited South Africa Public Relations e

‘ | Advertising ’

E Design

‘; Incepta Holdings Limited England Holding Company
Citigate.com Limited %
* Trades as a divisian of Citigate Dewe Rogerson Limited 7

Citigate Northern Ireland Limited

2 Trades as a division of Citigate Westrninster Limited
*Trades as a division of Park Avenue Productions pic
% Trades as a division of Citigate inc

® Trades as a division of Citigate Asia Limited

" Associates at 29 February 2000
(43

Northern Ireland

Country of incorgoration/

Design
Public Relations

Name principal opetation Class of business
Capital Communications Kft Hungary Public Relations
NBS Spolka z.0.0. Poland

Fublic Refations

b

All of the above subsidiary underakings are wholiy owned with the exception of Alexander Demuth
GmbH (80.2% owned) and Citigate Window Creative Limited (85% owned) and all interests are.held
indirectly with the exception of Park Avenue Productions plc, Citigate Dewe Rogersan i.MAGE (Pie)
Limited, Citigate Dewe Rogerson Communications Private Limited, Incepta Holdings Limited and
incepta Holdings GmbH, which are owned directly by the Cempany.

All subsidiary undertakings and associates have financial year ends which are cotesminous with that
of incepta Group plc with the exception of SEA Spiess Ermisch & Andere Werbeagentur GmbH, Capital
Cormmunications Kft and NBS Spolka z.0.0. which have 31 Decemiier year ends, and SEA DeWe
Rogerson GmbH which has a 31 March year end. -
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The Group is committed to high standards of corporate governance.

The board is accountable to the Company's shareholders for good governance and this statement
describes how the relevant principles of governance are applied to the Company. Throughout the vear
the Company has been in compliance with the provisions set out in Section 1 ¢f the Combined Code
far Corporate Governance issued by the London Stock Exchange. The Combined Code is a
combination of recommendations of three committees formed to evaluate and report on coroofate
governance within UK industry, in particular UK listed companies.

Board of directors 4

The board of directors currently consists of seven members, three of whom are non-executive, who
meet regularly throughout the year and retain full and effective cortrol over the Company. Each board
member receives maonthly trading resuits, including a comprehensive review and analysis. Prior to
each board meeting, directors are sent an agenda and a full set of board papers for each agenda iter
t0 be discussed at the meeting. Additional informaticn is provided as appropriate. All of the major
decisions affecting the Group are made by the beard including those relating to corporate strategy,
operating policy, board appointments and all investment decisions. Board meetings follow a formal
agenda of matters specifically reserved for decision by the board.

The composition and effectiveness of the board is reviewed regularly, particularly with regard to the
skil's and experience required of the executive and non-executive directors in relation to the Group's
businesses. This review concentrates on experience, age and term of service. and maintaining the
balance between executive and non-executive directors. Both executive and non-exacutive directors
have a wide range of knowledge and experience which they contribute to the board’s deliberations.

Biographies of the directors and their membership of the board and its commitiees are shown against
the individua! directors’ names on page 35.

The board’s current policy on the roles of the chairman and chief executive is that the positions
should be held by separate individuals and that the role of chairman should be non-executive,

Any director who is appointed during the year is required to stand for election at the first Annual

General Meeting after his appeintment. In addition, one third of all directers are requlred to retire by
rotation at each Annual General Meeting of the Company.

Non-executive directors

The Comgpany has three independent nan-axecutive directors, Boh Mottan, Neil Mackay and Charles
Good, who all attend monthly board meetings and are all members of the Company's Audit
Committee ana Remuneration Committee. With their diifferent backgrounds, they bring a wide range
of experience angd expertise to the Company’s affairs and provide independent judgement on key
issues of strategy, performance and resources, including key appointments and standards of conduct.

Each of the non-executive directors has a signed letter of appointment terminable by either party on
six months' natice to expire at any iime,

Board commiittees

Cartain of the board's duties are delegated 10 committees of the board, whoge responsibilities and
composition are as follows: 1

The Audit Committee ensures that an chjective and professional relationship is maintained with
the external auditors. It comprises wholly the threé non-executive directors under the chairmanship
of Bob Morton. The Group Finance Director is invited to atterd part of each meeting. The Committee
meets twice a year to discuss accounting, audit and internal control matters, as well as reviewing the
financial statements and compliance with accounting standards. The externai auditors may request a
meeting at any time and-gne of their representatives is present at all meetings. There is provision for

the external auditors ta discuss any cancerms they may have with the Committee in the absence of
management if necessary.

The Remuneration Committee meets at least twice a year to review the remuneration packages
and service contracts of the directors and certain senior executives. The Committee is also

responsibie for administering the Company s share option scheme. it comprlses wholly the three non-
executive directors Lmder the chalrmanshlp of Bob Morton.

The Nomination Committee meets as necessary and is responsible for reviewing and making
nroposals to the board on the appointment of directors. The Committee consists of Bob Morion,
Neil Mackay and David Wright and is chaired by Bob Mortan,

The members of alf committees are able, where appropriate, to secure the assistance of outside
professional advice, Each Committee operates within defined terms of reference.

Relationshlp with institutional investors

The Company has designated Dakad Wright and Richard Nichols as its pnncmal spokespersons with
institutional investors, analysts, press and other mterested parties.

Relationship with private investors )

The board recognises that not all the Company’s private investors have regular access 1o market
information. All shdrehalders are sent copies.of Annual and Interim Reports and, where appropriate,
circulars and prospectuses and are given notice to enable them to attend the Company’s Annual

General Meeting. Shareholders whose shares are held by nominees may receive copies of such
communications upon request .

Additionally, the Company has an Internet web site, wwwmcepta com, on which it publishes its
Annug! and Interim Reports, press releases and other such information concerning the Company's

husiness and development and which enables information on the Company 10 reach a greater
number of investors woridwide.

Internal financial controls

For the year ending 29 February 2000, the Group contmued to apply the London $tock Exchange” s
{ransitional arrangements for compliance with the internal control requwrements of the Combined
Code. Accordmgly, we report below only on internat financial contros.

._CO rporate governance

for the year ended 29 February 2000




Corporate governance o

Control envirgnment

An environment of competence and integrity is promoted by way of stringent recruitment
procedures, regular staff appraisals and communication of codes of conduct and contrel procedures
by senior management across the Group. A tlear group organisational stiucture is maintained with
appropriate lines of reporting and delegation of authority.

Financial reporting

The Group operates a comprehensive financial reporting system. Detaited annual budgets are
prepared by operating units, reviewed by Group Finance and approved at subsidiary beard meetings.
The overall Group budget is reviewed and approved by the board. Opefating units complete standard
monthly reporting packages which compare actual and forecast resuits together with cash flows
against budget and prior year. Performance is discussed at monthly subsidiary board meetings and

consolidated actual and forecast resuits by operating unit are reviewed and discussed oy the board v
each manth.

Contro! procedures

Oetalled internal financial control procedures are set out for operating units. Self-certification contral
questionnaires are completed by the head of finance at each operating unit and are reviewed hy
Group Finance and the results are repored to the Audit Committee.

Monitoring system

The effectiveness of the system of internal financial contral is reviewed on an ongging basis by the
Audit Committee, which receives a report from the Group Finance team at each meeting.

The directors are satisfied that procedures necessary to implement the "Turnbull” guidance and
thereby ensure full compliance with the internal control requirements of the Combined Code have
been in place since 1 March 2000.

Going concern

The directors have reviewed the Group’s budget and cash flow for the year to February 2001 and
considered outline plans for the Group thereafter. The directors are satisfied that the Company and
the Group have adequate resources to continue in operational existence for the foresesable futurs.
Accordingly, they continue to adopt the going concern basis in preparing the financial siatements.

far the year ended 29 Febryary 2000
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incepta Group has established a Remuneration Committee to addrass ali matters relating to the
remuneration of s key executives.

The constitution and responsibility of the Remuneration Camiittee

The Remuneration Committee’s principa!l function is to determine the remuneration packages of the
executive directors and certain ¢ther senior executives of the Group. It reviews the performance of |
the executive directars and sets the scale and structure of their remuneration and the basis of thei’r
service agreements with due regard to the interests of shareholders, No executive director may -
participate in decisions regarding his own remuneration.

The Committer also makes recommendations to the board concerning the allocation of share cptions
to employees,

The Committee consists solely of non-executive directors, Bob Morion (Chairman), Neil Mackay and
Charles Good. The Committee has access to professional advice as and when it considers it necessary.

Remuneration policy

In determining remuneration packages, the Remuneration Committee has regard to the importance of

attracting, retaining and metivating executive directors of the highest calibre as well as linking reward
to the Group’s performance.

Within this context, the Committee has developed remuneration packages which provide a
competitive base salary combined with incentive arrangements linked to chalienging performance
targets. The interests of the executive directors are aligned with those of shareholders.

Remuneration packages

Basic salary and benefits in kind

Basic salary and benefits are normally determined on an annual basis, currently 1 March, after
considering the individua!'s pertormance, responsibiiities and rarket trends, Particular regard is paid
to salary levels in companies of a comparahle size, sector and performance. Benefits may include life
assurance, permanent health and private medical insurance. The value of benefits is not pensionable.

Performance related bonus

The executive directors may be awarded an annual cash bonus up to a maximum of annual basic salary,
which is not pensionable, providing an incentive 10 achigve short-term performance targets related 1o
gamings per share growth. In addition, the Committee may also award individual discretionafy bonuses.

For the year under review, discretionary bonuses were paid in relation to the Group's investment and
subsequent disposal of its stake in Lopex plc, generating an exceptional gain of £10,983,000. In
addition, the executive directors were awarded bonuses on meeting EPS growth targets for the year.

Anthony Carliste also received a bonus relating to the performance of the consulting division of
Citigate Dewe Rogerson.

Pensions

“Pension confributions are made to the executive directors’ pension plans, David Wright, Kevin Steeds
and Richard Nichols currently paTmpate in a company money purchase pension ptan, managed through
Allied Dunbax, The Company conthibtites 10% of annual salary 1 the pension plan, The Committee
allows each director, at his own discretion, to make a salary sacrifice to increase his pension
contribution by transferring part of his annual salary into the money purchase pension plan. Anthony
Carlisle receives 20% of annual salary, wiich is paid into his personal pension scheme arrangements.
share options
The Committee decided to award share options to Richard Nichals in May 1999 in arder to provide
him with 2 competitive remumeration. package and secure his services to the Group, Other share
options awarded during the year have been directed towards the key executives in the core operating

subsidiaries, maintaining the cammitment ta the philasophy of wide and deep share ownershin
acress the Group.

The executive directors are entitled to partlcmate in the: Incepta Group Savings Related Share
Option Scheme,

In April 1995, Citigate awarded certain share options to Kevin Steeds under the Citigate-
Communications Group Limited Approved Executive Share Qption Scheme, Following the acquisition
by Incepta, Kevin Steeds accepted a replacement option proposal in which the original option was
cancelled and replaced by one approved and one un-approved share option plan.

Service contracts

David Wright and Kevin Steeds hoth have service agreements with the Cempany terminable by either
party giving 1o the other not less than twelve months' written notice. On 19 March 1999, Richard
Nichals entered into a new service agreement with the Company, terminable by either party giving to
the other not less than six months' written notice expiring on or at any time after 30 Jung 2001,
Anthony Cariisle has an agreement with the Company terminable by either party giving to the other
not less than twelve months’ written notice expiring on or at any time after 30 September 2001.

Dutside appointments ,

The Group eXpects that executive directars will operate under full time service contracts and would
not normally accept-appointments outside of the Group. It is recognised, however, that provided the
time commitment is limited, a non-Group appointment may broaden the management experience of
the exequtives concerned. Any such appointment would require the approval of the Committee and it
woslld be expected that any payment for such services would be retained by the executive.

Non-executive directors

The executive directors are responsnble for setting the non-executive directors’ fees. All non-executive

directors have signed a latter of appointment termmable by either party on six months' notice to
expire at any time.

Remuneration report

or the year ended 29 February 2000




Directors' remuneration and interests

far the year ended 29 February 2000

Remuneration Packages
The remunération of each director for the year ended 29 February 2000 was as follows:

Basic salary/ Pension cash value of Exceptional Total emoluments  Total emoluments
fees Bonus contributions  benefits in kind item {bonus) 2000 1999
£ £ ) £ £ £ £ £
Executive
David Wright (1) 216,667 112,500 21,667 1,606 225,000 577,440 263,500
Richard Nichgls (2} 131,250 75,000 13.125 - 150,000 369,375 78713
Anthony Carlisle 3 250,000 200,000 50,000 1,796 - 501,796 176,203
Kevin Steeds {4) 148,333 75,000 . 14,833 1,027 100,000 339,193 210,052
W

Non-executive (5)
Bob Marton 22,500 - - - - 22,500 20,000
Neil Mackay 16,500 - - - - 16,500 15,000
Chartes Good 16,500 - - - - 16,500 15,000
Total 1,843,304 778,468

(1) Davig Wright was the highest paid director for the year under review. Under nis service contract
he was initially paid an annual salary of £175,000 in the period to 1 May 1999, which was then
increased to £225,000. The Company also contributed 10% of annual salary to the executive’s

pension plan. Under the salary sacrifice arrangements in place, he elected 1o direct 4.2% of nis
annual salary to his pension.

David Wright was awarded a discretionary bonus of £225,000 on 8 September 1939, in relation to
the Group’s investment in and subsequent disposal of its stake in Lopex plc {note 8). As at 29
February 2000, he was awarded an additional bonus of £225,000, based on the Group's financial
performancea ior the year, but he elected 10 waive haif this armount.

(2) Richard Nichols, under his service contract, was paid an annual salary of £105,000 in the period to
1 Aprit 1999, which was then increased 1o £120,000 and then again to £135,000 with effect from
1 May 1999. The Company also contributed 10% of annual salary to the executive's pension plan.

Richard Nichcls was awarded a discretionary bonus of £150,000 on 8 September 1999 in relation to b
the Group's investmeant in and subsequent disposal of its stake in Lopex plc (note 8). As at 29

February 2000, he was awardad an additional bonus of £150,000, based on the Group's financial

perfarmance for the year, but he elected to waive half this amaunt,

It is noted that he joined the board ¢n 1 September 1998, Accordingly, the information in the
above table for the prior year reflects only & months of his actual annual remuneration.

(3) Anthony Cariisle, under his service contract, was paid an annual salary of £250,000 in the period

to 29 February 2000. The Company alse contributed 20% of annual salary to the executive’s
pension plan.

Antheny Carlisle was also awarded a bonus of £200,000 in relation te his performance for the
consultancy division of Citigate Dewe Rogerson in the period.

it is roted that he joined the board on 19 October 1998 and accordingly, the information in the
abave table for the prior year reflects only 42 months af his actual annual remuneration.

{4) Kevin Steeds, under his service contract, was initially paid an annuai salary of £140,000 in the
period to 1 May 1999, which was then increased to £150,000. The Company also contributed 10%
of annual salary to the executive's pensicn plan. Under the salary sacrifice arrangements in
place, he elected to direct 5.0% of his annual salary to his pension.

Kevin Steeds was awarded a discretionary bonus of £100,000 on 8 September 1999 in relation to
the Group's investment In and subsequent disposat of its stake in Lopex plc (note 8). As at 29
February 2000, he was awarded an additional bonus of £150,000 based on the Group’s financial
perforrmance for the year, but he elected to waive half this amount,

(5) In their capacity as non-executive directors to the Group, Bob Morton, Neil Mackay and Charles
Good receive annual fees of £25,000, £18,000 and £18,000 respectively, having been increased
from £20,000, £15,000 and £15,000 respectively with effect from 1 September 1999,
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Shareholdings

Directors’ remuneration and

mtereStS {continued)

for the year ended 29 February 2000

The directars in service at 1 March 1999 and who served during the year held interests in the ordinary share ¢apital of the Company as follows:

As at 1 March 1999

As at 29 February 2000 As at 2 May 2000
Executive
David wright 10,290,028 '/ 10,490,028 10,490,028
Richard Nichols 675,000 800,000 800,000
Anthony Carlisle 12,765,979 12,765,979 12,765,979
Kevin Steeds 3,773,397 3,773,397 _3,773,397
Non-executive
Bob Morton 12,000,000 12,000,000 12,000,000
Neil Mackay 508,181 508,181 508,181
Charles Good 4,752,256 4,752,256 4,752,256

The above shareholdings were ali beneficially held except for 2,109,276 ordinary shares attributable to Charles Goed and 192,034 ordinary shares attributable to

Nell Mackay which were non-beneficially held. Included in the holding of Bab Morton are 2,500,000 shares held by Southwind Limited, an investment company
which is ultimately owned by a trust established by Mr Morton for the benefit of his children.

None of the directors has any other interest in the shares of the Company or its subsidiaries,

The directors’ interests in share options under the Company's share option schemes are included in the tables below:

Incepta Group plc Employee Share Option Scheme

The Incepta Group pic Employee Share Option Scheme was established on 4 November 1988 for a term of 10 years. 2

-

Accordingly, no further options have been granted under the Scheme during the current financial year, The table below summarises all outstanding aptions

currently issued under the scheme.

Held on Exercised

Lapsed Held on Held on Exercise
1 March during the during the 29 Fehruary 2 May price per
1999 year year 2000 2000 share Exarcisalile between
Directors
Richard Nichols 120,000 - - 120,000 120,000 21.40p 29 October 2000-2007
Employees
Total by 375,000 - - 375,000 375,000 15.67p 3 Oclober 1994-2001
exercise price - 250,000 - - 250,000 250,000 24.50p 5 July 1996-2003
140,000 - - 140,000 140,000 31.00p 1 September 1996-2003
40,000 - - 40,000 40,000 12.50p 31 January 1998-2005
220,000 (220,000) - - - 10.50p 27 December 1998-2005
2,100,000 {400,000) - 1,700,000 1,700,000 10.50p 5 lanuary 1999-2006
14600 - - 146,000 146,080 20.50p 18 Wiy 1999-2006
1,240,000 - (235,000} 1,005,000 1,005,000 21.40p 29 October 2000-2007
Total ) 4,631,000 {620,000) (235,000 3,776,000 3,776,000

incepta Group plc Executive Share Option Plan

The Incepta Group plc Executive Share Option Plan was established by the Company at its Annual General Meeting on 3 july 1998, for a term of 10 years The table

below summarises all outstanding optians currently issued unger the plan.

Held on

Granted Lapsed Held on Held on Exercise
1 March during during the 29 February 2 May price per
1999 the year year 2000 2000 share Exercisable between
Directors
Richard Nichols ¢ - 1,000,000 - 1,000,000 1,000,000 24.50p 4 May 2002-2009
. 4
Employees .
Totat by 1,400,000 - (575,000) 825,000 825,000 23.25p 22 September 2001-2008
EXErCise price . - 2,425,000 {250,000 2,175,000 2,175,000 24.50D 4 May 2002-200%
* .- 2,185,000 - 2,185,000 2,185,000 55.50p 12 October 2002-2009
- 200,000 - 200,000 200,000 100.50p 25 January 2003-2010
Total © 1,400,000 5,810,000 iBZE,UOO} 6,385,000 6,385,000




Directors’ remuneration and interests e

for the year entied 2% February 2000

The Group is committed to a philosephy of wide and deep share ownership. A such, the Group has introduced a Savings Related Share Option Scheme in each of
the last two years to enable every employee to participate in the growth of the Group. The tabies below summarise the current options issued and outstanding

ungder each of the two schemes.

Incepta Group plc 1998 Savings Related Share Option Scheme

«

Held on exercised Lapsed Held on Held on Exercise
1 March during the during the 29 February 2 May price per
1999 year year 2000 2000 share Exercisable between
Directors 4
David Wright 38,240 - - 38,240 38,240 15.20p 1 January - 30 June 2002
Richard Nichols 38,240 - - 38,240 38,240 15200 1 January — 30 June 2002
Kevin Steeds 38,240 - - 38,240 38,240 15200 1 January — 30 June 2002
Employees
Total by exercise date 2,108,278 {6,709 {170,467 1,931,162 1,915,806 15.20p 1 January - 30 June 2002
12,746 - - 12,746 12,746 . 1520p 1 February - 31 July 2002
8,922 - - 8,922 8,922 15.20p 1 May - 31 October 2002
7,648 - - 7.648 7,648 15.20p 1 july - 31 Gecember 2002
133,625 (4,843) {19,408} 109,374 109,374 1520 1 lanuary — 30 June 2001
Total 2,385,939 {11,552) {189,875) 2,184,512 2,169,216
incepta Group plc 1999 savings Related Share Option Scheme
Granted Lapged Held on Held on Exercise
during during the 29 February 2 May price per
the year year 2000 2000 share Exercisable between
Directors T
David Wright 5771 - 5771 5,771 47,000 1 Janhuary — 30 June 2003
Richard Nichols 5771 - 5,771 5771 47.00p 1 January — 30 June 2003
Kevin Steeds 5,771 - 5771 5,771 47.00p 1 January - 30 June 2003
Employees
Total by exercise date 189,178 (4,490) 184,688 183,604 47.00p 7 January - 30 June 2002
1,544,727 (39,984) 1,504,737 1,493,195 47.00p 1 January — 30 June 2003
Total 1,751,212 (44,474) 1,706,738 1,694,112

in addition, certain former directors and employees of Citigate Communications Group Limited hold share options over the Company's shares under a separate
scheme. The replacement option schemes resulted from options originally held under the Citigate Communications Group Limited Approved Executive Share
Optioi. Scheme and sought to ptace each option holder in a similar position to that which they were in before the acquisition by Incepta. The shares in Incepta
Group plc, over which these options have been granted, are already issued and arg held by the Citigate Employee Share Trust. The tables below summarise the

current options outstanding under these two schemes.

Citigate Communications Group Limited Approved Executive Share Option Scheme

Held on

Exercised

Lapsed Held on Held on Exercise
1 March guring the during the 29 February 2 May fwice per
999 year year 2000 2000 share Exercisable between
Directors
Kevin Steeds 216,098 - - 216,098 216,098 4.86p 25 April 1998-2005
Employees
Total 1,166,927 (637,488) (64,829) 464,610 464,610 4.86p 25 April 1998-2005
Total 1,383,025 (637.488) (64,829) 680,708 680,708

As a result of the deferred consideration payale under the acguisition of Citigate Communications Group Limited, the Citigate Employee Share Trust also issued

the foliowing un-approved share options on 1 July 1998. The Ln-approved Options may be exercised after 31 January 199% and only if there has been no exercise
prior to 1 February 1999 of the appreved replacement option as detailed above.

Citigate Communications Group Limited Un-Approved Executive Share Option Scheme

Heid on

Exercised Lapsed

Held on

Heid on Totai
1 March during the during the 29 February 2 May exercise
1999 year year 2000 2000 price Exercisable between
Directors
Keviri Steeds 110,505 - - 119,505 110,505 £1 1 February 1999-1 July 2005
Employees
Total 558,045 (287,310} (33,150) 237,585 237,585 £1 1 February 1999-1 July 2005
Total 668,550 (287,310} (33,150) 348,090 348,090
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Five year financial information

2000 1999 1998 1997 1936
£'000 £000 £000 £'000 £/000

Profit and loss :
Turnaver 173,409 113,773 88,171 16,819 26,142
Gross profit (gross revenue) _ 77,190 50,130 33,887 6,488 9,042
Total aperating profit: Group and share of associates 14,193 8,287 5,776 1,584 812
Income from other fixed asset investment _ 163 116 28 - -
Exceptional items 9,763 (1,459} - - 693
Net interest {payable)/receivable ’ (323) (682) {193} 27 (149)
Profit on ordinary activities before tax 23,796 6,262 5,611 1611 1,361
Tax on profit on ardinary activities (6,866) {1,905) (1,697) (621) (355)
Profit on ordinary activities after tax 16,930 4,357 3914 9%0 1,006
Minority interests (17) (34) (30) (374) {254)
Profit attributable to Group shareholders 16,913 4,323 3,384 614 752
Dividend (1,968) (1,381 (773) - -
Profit for the financial year transferred to reserves 14,945 2,942 3,111 616 752
Balance sheet
Fixed assets 82,978 39,471 5,251 909 959
Net current assets/(liabilities} 2,952 (2,850 (1,290) 395 {449}
Creditors: amounts falling due after more than one year (23,754) (12,794 . 15,580} {2,500} -
Provisions for liabilities and charges (530) - - - (16} {30
Net assets/lliabilities) 61,646 23,827 (1,619) (1,21'23 * 480
Equity sharehalders’ funds 61,555 23728 (1,621) (1,212 138
Minority interests (equity} 91 . 9% 2 ~ 342
Total equity capital employed 61,646 23,827 {1,619} (1,212 480
Net funds/(debt) 10,411 {13,527) (2,570} (1,215) 170
Cash flow
Group operating profit 12,365 6,654 5761 1,584 812
Depreciation 2,351 1,643 1,230 197 333
Cther non-cash items and working capital {2,086) (1,325) {1,113) 389 (38)
Cash flow from operating activities § . 12,630 6,972 5,878 2,170 1,107
Dividends received from associates 410 - 57 - -
Returns on investments and servicing of finance (277) (481) (75) (309) {201}
Taxation (3,723) (3,047 {1,245) (474 {195}
Capital expenditure and financial investment 13,126 (2,213 (1,067) (150 (553)
Acquisitions and disposals 2,717 {10,916) (6,548) (122 {1,197)
Eguity dividends paid . . (1,381 771 - - -
Net cash inflow/{outflow) before financing 23,502 (10,456} (3,000 1,15 (1,039
Shareholder information
Basic earnings per share* 2,98p 2.19p 2.28p 0.53p 1.13p
Diluted earnings per share* . 2.88p 2.06p 1.75p 050p 1.73p
Dividend per share 0.50p 0.42p 0.35p - i
Share price - high o ’ 172.50p 30.25p 26.25p 22.50p 14.00p

- low 19.50p 16.25p 18.50p 13.50p 6.50p

*hefore exceptional items and as restated for FRS14.




‘Shareholder information

Group Information

If you would like further information about the Group, please visit our website, at www.incepta.com.

Investor Relations

should you have any queries, please contact either Richard Nichols (Group Finance Director) or Debbie

Slater (Investor Relations and Marketing Manager) on +44 (0320 7282 2800. Alternatively, you can e-mail
YOUT enguiry to incepta@incepta.couk

share Price Information
In addition to information published in the financiai pages of the press and that contained on the incepta
website, the latest price of the Incepta Group shares on the London Stock Exchange can be abtained in

the UK from the FT Cityline service by tetephoning D906 843 1958. Calls are charged at 40p per minute at B
all times.

shareholder Enquiries
The Company’s share régister is maintained by Harford Registrars, Harford House, 101-103 Great Portland
Street, London, W1IN 6LL (tefephone +44 {020 7637 $523). Please contact them if you have enguiries about

your incepta Group shareholding, including those cencerning change of name or address, loss of share
certificate, dividend warrant or fax voucher.

flegistered Office and Group Headguarters
3 Lendon Wall Buildings

London Wall

Londan

EC2M 55Y

Telephone: +44 (0)20 7282 2800

Analysis of shareholders as at 29 February 2000

Size of shareholding

Shareholders ordinary shares

Numbser % Number %

1- 2,000 659 33.2% 685,876 0.2%
2,001 - 10,000 637 *32.1% 3,464,573 1.0%
10,001 - 100,000 449 22.6% 16,303,013 4.9%
100,001 - 1,000,000 173 8.7% 56,684,068 17.0%
1,000,601 and over 1] 3.4% 256,419,917 76.9%
1,984 100% 333,557,447 100%

Financial Calendar 2000

2 May 2000 Announcernent of final resuits

£ May 2000 Ex-dividend date for final dividend
12 May 2000 Record date for final dividend

7 July 2000 Annual General Meeting

17 July 2000 Finat dividend paid

Mid October 2000 Annpuncement of half year results to 31 August 2000
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Notice of Annual General Meeting

Notice is hereby given that the Annual General Meeting of Incepta Group plc will be held at 3 London Walk Buildings, London, EC2M 55Y on 7 july
2000 at 12 noon for the transaction of the following business:

Ordinary Business

Resolution 1

That the directors’ report and financial statements of the Company for the year ended 29 February 2000 be received and adopted.
| Resolution 2 ’

To declare a final dividend of 0.50 pence net per ordinary share.

[ Resolution 3 )

] To re-elect ALR Morton as a director of the Company, who retires by rotation in accordance with the Articles of Association.
Rasolution 4

To re-elect KB Steeds as a director of the Company, who retires by rotation in accordance with the Artictes of Association.
Resolution 5

To re-appoint PricewaterhouseCoopers as auditors of the Company to hold office until the next General Meeting at which the accounts are laid
before the Company and to authorise the directors to fix their remuneration.

Special Business
Resolution &

That the authorised share capital of the Company be increased from £4,419,550 to £6,100,000 by the creation of 168,045,000 ordinary shares of 1
pence each to rank pari passu in all respects with the existing ordinary shares of 1 pence each of the Company.

Explanation to Resolution 6

This resoiution, which will be proposed as an ordinary resolution, will increase the Cormnpany’s authorised share capitat. Institutional guidetines
effectively provide that the Company should restrict the amount of “headroom” (i.e. the difference betweéen its authorised and issued share capital)
to one third of the Company's issued share capital. The free “headroom” currently available to the Company has now been reduced (i the grant of
options and contingent obligations entered into by the Company to satisfy deferred consideration payable in respect of acquisitions by the
allotment of shares in the Company). The directors therefore now wish to take this opportunity to increase the authorised share capital to create
some new free “neadroom”. The resolution proposes an increase of the existing authgrised share capitel of approximately 38%.

Resolution 7

That the directors be and are hereby authorised to establish an all empioyee share plan {"the All Empioyee Plan”) on terms which gualify for inlend
Revenue approval pursuant to legisfation to be enacted in the Finance Act 2000 and under which shares in the Company may be issued or
purchased by the trustees of a UK resident trust for the benefit of employees and former employees of the Company and its subsidieries ("the
Group”) using funds provided by members of the Group and/or employees of the Group (provided that the number of shares which may be issued,
whether under that or any other employee share schemes in any period of 10 years shall not exceed 10 per cent of the ordinary share capital of
the Company in issue from time to time) and the directors be and they are hereby authorised 10 do all such acts and things as may be necessary
or desirable to carry the same into effect.

Resolution & AR

Subject to the approval of the infand Revenue, that the directors be and are hereby authorised to amend Rule 4.1 of the Incepta Group pic
Executive Share Option Plan by deleting sub-rules 4.1(b}-(d} inclusive.

Resolution 9

That the rules of the Incepta Group plke Executive Long Term Incentive Plan which are summarised in the Appendix to the Chairman’s letter, set out

in the form of the draft doctment produced to the meeting and, for the purposes of identification signed by the Chairman of the meeting, be and
are herehy approved and adopted.

Explanation of Resolutions 7, 8 and 9. Each of these resofutions will be proposed as an ordinary resolution

A separate letter from the Chairman explains the background to resolutions 7, 8 and ¢, A summary of the principal features of the All Employee
Plan and the Executive Lang Term Incentive Plan appear in Appendix 1 and Appendix 2 to the Chairman’s fetter.

Resolution 10 '

That the directors be and hereby are generally and unconditionally autharised pursuant to section 80 of the Companies Act 1985 ("the Act" o
exercise all powers of the Company to allot, grant options aver, deal with or dispose of any relevant securities {as defined In section 80(2) of the
Act) to such persons, at such times and generally on such terms and conditions as the directors may determine up to an aggregate nominal
amount of £2,164,477 provided that this authority shall expire, unless previously renewed, revoked or varied by the Company in general meeting,
fifteen months after the passing of this resolution, or, if earlier, at the conclusion of the Annual General Meeting next following the passing of this
rasolution save that, befare such expiry, the Company may make any offer or agreement which would or might require relevant securities to be
altotted after such expiry and, notwjthstanding such expiry, the directors may allot relevant securities in pursuance of any such offer or agreement,
and provided further that all unexetdised authorities previously granted to the directars to allot relevant securities be and are hereby revoked.

Explanation of Resclution 10

Resolution 30 which will be proposed as an ordinary resolution, would give the-directors autharity to allot shares up t¢ a maximum nominal
amount of £2,164,477°baing the whole of the authorised but.unissued share capital of the Company and representing 55% of the Company's
current issued share capital. This amount of authority is required to provide the diractors with flexibility to allot shares up to approximately cne
third of the Campany’s issued share capital in addition to allowing for the allotment of shares in respect of deferrad consideration which may fall

due pursuant to acquisitions and also on the exercise of warrants and options. The existing authority would be revoked and this authority would
expire on the date of the 2001 Annual General Meeting or 6 October 2001, whichever is the earlier. Save as set out above, the directors have no
present intention of exercising this authority. -

Resolution 11

That subject to the passing of Resciution 10, the directors be and are hereby empowered pursuant to section $5 of tne Companies Act 1985 (“the
Act”) to aliot equity securities (as defined in section 94(2) of the Act) for cash pursuant to the general authority conferred on them by Resoiution 10
as if section 89(1) of the Act did not apply to any such allotment provided that this power shall be limited to:

(@ the allotment of equity securities in connection with an offer of securities, open for acceptance for a period fixed by the directors, to holders
of ardinary shares on the registar on any fixed record date in propartion ta theit haldings of ordinary shares, subject to such exclusions or
" ather arrangements as the directors may deem necessary or expedient in relation to fractional entitlernents or legal or practical problems
arising under the laws of, or the requirements of any regulatory body or. any stack exchange in any territory; and
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o) tne allotrnent (otherwise than pursuant to paragraph {a) above) of securities up 1o an aggregate nominal amount of £196,776

and shall expire, unless previousty renewed, revoked or varied by the Company in general meeting, at siich time as the generai authority conferred
on the directors by Resolution 10 expires save that, before the expiry of this power, the Company may make any offer or agreement which would

or might require equity securities 1o be allotted afier such expiry and, notwithstanding such expiry, the directors may allot equity securltles in
pursuance of any such offer or agreemant.

Explanation of Resolution 11

Resolution 11 will be proposed as & special resolution and waouid renew the nower of the directors to allot shares for cash as though the rights of
pre-emption conferred by section 89(1) of the Companies Act 1985 4id not apply:

{a) in respect of the whole of the authorised but unissuad share capital in connection with an offer to existing shareholders (to allow the directers
to take action to overcome certain practical dgifficulties which could arise in the case of such an offer), ang

{ty up to a nominal amount of £196,776, being 5% of the current issued share capital of the Company {to give the directors some flexitility in
financing business opportunities as they arise).

This power would expire on the date of the 2001 Annual General Meeting or é Gctober 2001, whichever is the earlier.
Resolution 12

That the Company be and is herely uncanditonally and generally authorised pursuant to Article 11.4 of the Articles of Association of the Company
and in accordance with the provisions of section 166 of the Companies Act 1985 (“the Act”), to make market purchases {as defined in section 163
of the Act) of ardinary shares of 1 pence each in the capital of the Company provided that:

{a) the maximum number of ordinary shares hereby authorised to be purchased is 39,355,231:
{by the minimum price which may be paid for any such ordinary share is 1 pence per share;

(cy the maximum price which may be paid for any such ordinary share is, in respect of a share contracted to be burchasé’d on any day, an amount
gqual to 105 % of the average of the middle market guotations for an ordinary share as derived from the Daily Official List of the London Stock
Exchange on the ten business days immediately preceding the day on which any such ordinary share is contracted to be purchased; and

o) the authority hereby conferred shalt expire on the date of the 2001 Annual General Meeting or 6 October 2001, whichever is the earlier {out so
that this power shail enable the Company to make offers or agreements before the expiry of this authority which wouid or might require
ordinary shares 1o be purchased by the Company after the expiry of this power). vy

Explanation of Resolution 12

In certgin circumstances it may be advantageous for the Company to purchase its own shares. Resolution 12, which will be proposed as a special

resolution, seeks authority from sharehotders to ¢o so, such authority tc expire on the date of the 2001 Annual General Meeting or 6 October 2001,

whichever is the earlier. The directors intend to exercise this power only if and whan, in the light of market conditions prevailing at the time, they

believe that the effect of such purchases will be to increase earnings per share and is in the best interests of shareholders generally. Other
investment opportunities, appropriate gearing levels and the overall position of the Company will be taken into account before deciding upon this
course of action. Any shares purchased in this way will be cancelled and the number of shares in issue will be accordingly reduced.

This resolution specifies the maximum number of shares which may be acquired {being 10% of the Company’s issued share capital as at 2 May
2000 of 393,552,311} and the maximum and minimum prices at which they may be bought.

The board unanimously recommends shareholders to vote in favour of Resolutions 1 to 12 above.
By order of the board

RS Nichols
Company Secretary

2 May 2000

Registered Office:

3 Londaon wall Buildings
London wall

Landon,

EC2M 58y

Notes

1. ashareholder entitled to attend and vote at the meeting is entitied to appoint one or more proxigs to attend and, on a poll, vote instead of
him. A proxy need not be a sharehelder of the Company Returning the Form of Proxy will not prevent a shareholder from attending in person

and voting at the meeting.

2. The instrument appointing a proxy and the power of attorney or other autherity (if any) under which it (s signed or a duly certified copy of such
power or authority must oe deposited with the Company's Registrars, Harford Registrars, Harford Housg, 101-103 Great Portland Street, London
W1N 6LL not later than 12 noon on 5 July 2000 being 48 hours hefore the meeting.

3. Inthe case of a Corporation, the Form of Proxy should be under its Common Seal, or under the hand of an officer of the Corporation duly
authorised in that behalf.

4.

Copies of the following documents, which are available for inspaction at the Registered Office of the Comparty during usual business hours on
any weekday (Saturday and public holidays excepted) wili also be available for inspection at the place of the Annual General Meeting from 9
a.m, on the day of the meeting until the conclusion of the meeting:

{a) copies of service contracts of the directors with the Company; and
B the register of interests of the directors (and their families) in the share capital of the Company.
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To  Keith Goodman

Campany
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Fax (20 7799 8657
From  Kerry Glover
Retunfax  (Q2Q7 638 7091

Distribution

Date  17/7/00
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Keith,

Exchange rate schedule as requested.

If you have experienced any problems with the transmission of this fax please inform the sender on +44 (0)20 7638 9571

Registered office at 3 London Wall Buildings Londen Wall Londan EC2M 58Y. Registered in England 2005521
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Masako Kuwahara, Sharifa Mall, Dee McCulloch, Steve
Milovanovic, Julia Norton, Rosi Papke, Peter Robinson,
James Saville, Mary Taylor, Janet Walker, Nici Watkins,
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New Group Exchange Rates

Please could you use the rates below for translating any foreign currency denominated balances

3 London Wall Buildings
London Wall

Landon ECZM 55Y

Tel +44 (0)20 7638 9571
Fax +44 (0)20 7282 8030

|Incepta

in your 30 June balance sheets and then for any inter-company transactions in July.

Group Exchange rates for 30 June 2000 Balance Sheets and inter-company sales during

July:

Rates to the pound:

US dollar 1.51 Austrian Schilling 21.73
Rand 10.26 Belgian Franc 63.7
Hong Kong $ 11.80 French Franc 10.36
Singapore $ 2.62 Irish Punt 1.24
Deutsche Mark  3.09 Chinese RMB 12.55
Indian Rupee 67.63 Brazilian Real 273
Japanese Yen 160.2 Australian $ 2.52
Polish Zloty 6.62 Italian Lira 3058

Hungarian Forint 414.3
Euro 1.58

For inter-company transactions / balances between non-sterling currencies please use

cross rates derived from the above i.e.:

HKS$ to Singapore $ - 4.504 Yen to US$ - 106.093
Rand to US dollar - 6.795 IR to USS$ - 44.788
HKS to US dollar - 7.815 HKS to RMB - 0.940
DM to US$ - 2.046 SG$ to USS - 1.735

If you have experienced any problems with the transmission of this fax please inform the sender on +44 (0)20 7638 9571

Registered office at 3 London Wall Buildings London Wall London EC2M 55Y. Registered in England 2005521




