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Directors’ report

The directors of Incepta Group plc present
their report together with the audited
financial statements for the year ended 28
February 2001.

Principal activities

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

Incepta has a Clear focus on the higher
growth, higher value communications
disciplines. The directors believe that the
Group has made substantial prograss during
the year in strengthening its global position.
The Citigate brand has further established
itself as a leader in global financial and
corporate cornmunications. The marketing
services brands have also established styong
feadership positions.

In addition to continued strong organic
growth, the Group completed a number of
acquisitions to strengthen its global
positioning. On 14 Aprit 2000, the Group
acquired Sard Verbinnen & Co., Inc., a
financial public relations agency in the US.
Effective 1 August 2000, the Group acquired
Cunningham Communication, Inc., one of the
leading technology consultancies in the LS.
The Group completed a further

16 acguisitions during the year. A tatal of
£19.6 million, net of costs, was raised via
issues of ordinary shares during the year,

Other developments, current trading and future
prospects of the Group are discussed in detail in
the Chairman’s statement, the Review of
operations and the Finandial review.

Subsequent event

in March 2001, the Company acquired First
Financial Communications B.V., a financial
communications consultancy in The
Netherlands. Details of this acquisition are set
out in note 31 on page 88.

Results and dividends

The Group made a profit attributable to
spareholders for the year of £16,471,000
{2000 - £16,913,000). The directors
recommend a final dividend of 0.60 pence
per ordinary share {2000 — 0.50 pence) to be
paid on 16 July 2001 to shareholders on the
register as at 18 May 2001.

Directors and their interests

The following served as directors during the
year:

David Wright

Richard Nichols

Kevin Steeds

Antheny Carlisle

Charles Good

Neil Mackay

Bob Morton (resigned 31 March 2001)

On 1 April 2001, Rabert Aicock and Christian
Strenger were appointed as directors.

Brief biographical detaiis of the directors at the
date of this report are set out on pages 46
and 47,

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 95 to 93,

Directors’ responsibilities

Company law requires the diractors to
prepare financial statements which give a true
and fair view of the state of affairs of the
Company and the Group at the end of each
financial year and of the profit or loss for that
year. \n preparing those financial statements,
the directors confirm that: suitable accounting
policies have been selected and applied
consistently; reasonabie 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 aiso responsible for keaping
proper accounting records which disclose with
reasonahle accuracy at any time the finangial
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 steps as are reascnably open to
them to safeguard the assets of the Group
and to prevent and detect fraud and other
irreguiarities.

Introduction of the euro

The introduction of the euro on 1 January
1999 has not had a matenial affect on the
operation of businesses in continental Europe.
The Group has prepared for transition to the
single currency within Europe and will
continue to maintain the capabitity to conduct
business in both national and European
currencies for as long as is necessary. The
Group does not currently expect to report its
results in eures until after the introduction of
the commaon currency in the UK,

Charitable and political donations

The Group made charitable donations during
the year amounting to £47,000 (2000 -
£28,000). In addition, the Group's public
affairs division, Citigate Public Affairs, attends
party conferences, dinners and other events
organised by ar on behaif of the political
parties for which they levy a charge.

Substantial shareholdings

As at 4 May 2001, the directors were aware
of the following interest of 3 per cent. or
more in the issued 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 shate

capital held

Shareholder %
Morley Fund Management Limited 3.98

Directors’ report

Policy on payment to creditors

The Company agrees the terms and
canditions under which business transactions
with suppliers are conducted. It 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 suppliers, calculated on the basis
of trade creditors as at 28 February 2001 and
average daily purchases for the year ended 28
February 2001, is 20 days (2000 - 24 days).

Employees

It is the Group’s policy not to discriminate
between employees or potential employees
on any grounds. Full and fair consideration is
given to the recruitment, training and
promotion of disabled people and, should -
staff hecome disabled during the course of
their employment, efforts are made 1o provide
approgriate re-training. The Group places
enormous importance on the contributions of
its employees and aims to keep them
informed of developments in the Group by
way of regufar meetings, newsletters and
publications, together with distribution of the
Annual Report,

Auditors

The auditors, PricewaterhouseCoopers, have
indicated their willingness to continue in
office and a resolution that they be re-
appointed will be proposed at the Annual

General Meeting.

By order of the board

Richard Nichols
Company Secretary
8 May 2001




Consolidated profit and loss account
for the year ended 28 February 2001

2001

2000
Before Exceptional
exceptional items
Total items {note 8} Total
Note £:000 £000 £000 £°000
Turnover 2,3
Continuing operations 195,524 173,409 - 173,409
Acqy_i_sitions 70,129 - - -
265,663 173,409 - 173,409
Cost of sales (112,331}  (96,219) - {96,219
Gross profit (gross revenue) 2,3
Continuing operations 103,713 77,190 — 77,190
Acquisitionsi 49,619 - -~ -
153,332 77,190 - 77,190
Adrministrative expenses (including goodwill amortisation) (126,614) (64,178) (1,220) (65,398)
Other operating income 4 583 573 - 573
Group operating profit before goodwill amortisation 2,3
Continuing operations 16,820 13,585 {1,220) 12,365
Acquisitions 10,972 - - -
27,792 13,585 (1,220) 12,365
Goodwill amortisation {491) - - -
Group operating profit 3
Continuing operations 16,537 13,585 (1,220} 12,365
5gﬁgi_s_itions . 10,764 - - -
27,301 13,585 {1,220) 12,365
VShVarer of opgrgting 7proﬁtr gf associates 7 59 608 - 608
Total operating profit: Group and share of associates 27,360 14,193 (1,220)
Profit on sale of other fixed asset investment - - 10,983
income from other fixed asset investment - 163 -
Net interest payable 6 (681) (323} -
Profit on ordinary activities before tax 2,3, 7 26,679 14,033 9,763
Tax on profit on ordinary activities 9 (10,086) (4,178} (2,688)
Profit on ordinary activities after tax 16,593 9,855 7,075
Minority interests 22 {122) (17
Profit attributable to group shareholders 16,471 9,838
Dividend 10 (2,707)
Profit for the financial year transferred to reserves 21 13,764 14,245
Basic earnings per share 11 4.02p 2.98p 5.12p
Diluted earnings per share 11 3.83p 2.88p 4.95p
Basic earnings per share (before goodwill amortisation) 1 4.14p 2.98p 5.12p
Diluted earnings per share {before goodwill amortisation) 1" 3.94p 2.88p 4.95p

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

as at 28 February 2001
2000
2001 {as restated)
Note £000 £000
Fixed assets
Intangible assets 12 301,635 74,707
Tangible assets 13 15,089 8,237
316,724 82,944
Investments:
Investment in associates 14 70 34
Other investment 14 EAh! -
- - ] ] ..m™ 34
317,505 82,978
Current assets
Work in progress 3,920 3,720
Debtors 15 60,578 41,386
Cashatbankandinhenrd 35 29,493 27,837
93,991 72,943
Creditors: amounts falling due within oneyear 16 (87,921) (67.497)
Net current assets e i B 6,070 5,446
Total assets less current liabilities 323,575 88,424
Creditors: amounts falling due after more than one year 17 (24,545) (14,523)
Provisions for liabilities and jharggf{ - . - 18 (33,913) {12,255)
Net assets 2 265,117 61,646
Capital and reserves
Calledt up share capitat 20 4,437 3,336
Share premium account 21 33,789 13,485
Shares to be issued 21 67,277 22,527
Merger reserve 21 123,710 1,192
Profit and loss account i o - 21 35,654 21,015
Equity shareholders® funds 264,917 61,555
Miﬂoritx interests (equ_ity) i - 22 200 L
Total equity capital employed 265,117 61,646

These financial statements were approved by the board of directors on 8 May 2001 and were signed on

its behalf by:

David Wright
Executive Chairman

"~
\ L/
O
Richard Nichols / p ( 2 ! P
Chief Executive
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Company balance sheet
as at 28 February 2001

2000
2001 (as restated)
Note £000 £:000
Fixed assets
Tangible assets 13 3,584 3,630
Investments:
Investment in subsidiary undertakings i4 287,898 106,221
Other investment 14 711 -
. . 288,609 106,221
292,193 109,851
Current assets
Debtors: due after more than one year 15 61,090 2,664
Debtors: due within one year 15 24,450 24,381
85,540 27,045
Cash at bank an;i in harnrd 7 10,0332 17127
95,573 44,172
Creditors: amounts falling due within one year 16 {42,536) (32,452)
Net current assets ) 53,037 11,720
Total assets less current liabilities 345,230 121,571
Creditors: amounts falling due after more than one year 17 (23,527} (14,493)
Provisions for liabilities and charges . i3 (33,210} (10,364)
Net assets ' 288,493 96,714
Capital and reserves
Called up share capital 20 4,487 3,336
Share premium account 21 33,789 13,485
Shares 10 be issued 21 67,277 22,527
Merger reserve 21 169,077 46,559
Profit and loss account ) - S 7 B B 2 7713,8937 10 SOL
Equity shareholders’ funds 288,493 96,714

These financial statements were approved by the board of directors on 8 May 2001 and were signed on

its behalf by:
~
> e
"

S

David Wright
Executive Chairman

Richard Nichols
Chief Executive




Cash flow from operating activities
Dividends received from associates
Returns on investments and servicing of finance
Taxation
Capital expenditure and financial investment
Acquisitions
Equity dividends paid
Net cash {outflow)/inflow hefore financing
Financing — issue of shares

- increase in debt

Increase in cash

Consolidated cash flow statement
tor the year ended 28 February 20

Reconciliation of group operating profit to cash flow from operating activities

Group operating profit
Goodwill amortisation
Depreciation

Net loss/(profit) on disposal of tangible fixed assets
Other non-cash items

Decreaseincrease) in work in progress
Decrease/(increase) in debtors

{Decrease)increase in creditors

Net, cash inflow from operating activities

Reconciliation of net cash flow to movement in net funds/(debt}

increase in cash
Cash inflow from increase in debt
Issue costs of new bank loans

Movement in net funds/{debt) resuiting from cash flows
Debt acquired with subsidiary undertakings and businesses
Inception of finance leases

Issue of loan notes for non-cash consideration

Other non-cash changes

Effect of foreign exchange

Movement in net funds/{debt)

Opening net funds/tdebty

Closing net {debt)/funds

2001 2000
- - _ - Note £000 ] £:000
29,115 12,630
a9 410
23 {1,203) (277}
23 {9.894) {3,723)
23 (5,947 13,126
23 (33,253) 2,717
{1.961) {1,381)
(23,098) 23,502
23 19,611 95
23 4,515 2,115
1,032 25,712
2001 2000
— e R0 _ B0
27,301 12,365
494 -
4,304 2,351
11 (11)
84 {176}
1,986 (689)
9,839 (3,315)
(14,901) 2,105
o 29,115 12,630
2001 2000
e Moe  FOWFOOO
1,032 25,712
23 (4,515) {2,115}
525 .°
25 (2,958) 23,597
25 (2,981) -
(119) @
{13,904) -
(114} (18)
23 369 381
(19,707) 23,938
L5 v (13529

25 (9,296) 10,411




Statement of total recognised gains and losses
for the year ended 28 February 2001

Group
2001 2000
£000 £:000
Profit attributable to group shareholders 16,471 16,913
Exchange differences on foreign currency net ipvestments 8]5 250
Total recognised gains and losses 17,346 17,163
The Company made no recognised gains and iosses other than a profit after tax and befare distributions
of £5,763,000 (2000 - £12,516,000).
Reconciliation of movements in equity shareholders’ funds
for the year ended 28 February 2001
Geoup Company
2001 2000 2001 2000
Mote £000 £000 £000 £000
Profit attributable to group shareholders 16,471 16,913 5,763 12,516
Dividend - - - ) (2.707) {(1,968) (2,707L ~ (1,968)
13,764 14,945 3,056 10,548
Other recognised gains and losses 875 250 - -
Issue of shares net of issue costs - 143,973 2,122 143,973 2,122
Net movernent in estimated value of shares to be issued
as consideration for acquisitions 21 44,750 20,872 44,750 20,872
Movement in goodwill relating to acquisitions in prior years 7 - {362) - 7 -
Net addition to equity shareholders’ funds 203,362 37,827 191,779 33,542
Opening equity shareholders’fonds 61,555 23728 96,714 63,172
Clasing equity shareholders’ funds 264,917 61,555 288,493 95,714
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Notes to the financial statements
e 28 Febyuary 2001

1 Accounting policies

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

{1) Basis of accounting and presentation of the financial statements
The financial staternents have been prepared in accordance with applicable accounting standards ang
under the historical cost accounting rules. As discussed in note 1(8) below, where goodwill is treated as
having indefinite economic life, the financial statements depart from the requirement of companies’
legisiation to amortise goodwill over a finite peried, in order 10 give a true and fair view,

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 finandial year

dealt with in the consolidated financial statements is disclosed in the staterment of total recognised
gains and losses.

{2} Changes in presentation of financial information
Deferred consideration for acquisitions has been redassified from creditors to provisions {note 18) in order
to better reflect the nature of the liabilities concerned. Comparative figures have been restated accordingly,

Geographical segments in note 2 have been redefined to more appropriately reflect the geographical
distribution of the Group’s operations. Comparative figures have been restated accordingly. A more
detailed analysis by individuat country is considered to be commercially sensitive and is not provided.

Financial Reporting Standard ('FRS?) 15: ‘Tangible fixed assets’ and FRS 16: 'Current tax’ both came into
effect for these financial statements but have not resufted in any changes in presentation.

(3) Basis of consolidation
The Group finandial statements consolidate the accounts of the Company and all of its subsidiary
undertakings. Associates are included under the equity accounting method. The results of subsidiary
undertakings and associates acquired or disposed of in the year are included in the consolidated profit
and Yoss account from the effective date of acquisiion or up 1o the effective date of disposat.

{4) Turnover

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

(5) Foreign currencias
In the financial statements of individual group undertakings, transactions in foreign currencies are
recorded in the local currency using the rate of exchange ruling at the date of the transaction.
Maonetary assets and liabilities denominated in foreign currendies 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 accoeunt.

In the consolidated financial statements, the results of overseas subsidiary undertakings are 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 long term funding of
investments in overseas subsidiary undertakings are dealt with through reserves. All other exchange
differences are dealt with in the profit and loss account.

(6) Leases

When the Group enters into a lease which entails taking substantially all the risks and rewards of
ownership of an asset, the lease is treated as a 'finance lease’. 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 instaiments under such feases, net of finance charges, are included within
creditors. Rentals payable are apportioned between the finance element, which is charged to the profit

and loss account, and the capital element which reduces the cutstanding obligation for future
instalments.

Alt ather leases are accounted for as ‘operating leases’ and the rental charges are charged to the profit
and loss account on a straight kine basis over the life of the lease.
{7) Fixed assets

Depreciation is provided to write off the cast 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 leng leasehold property in order to reduce the carrying value
ta the residual value estimated by the directors over a period of between 30 and 70 vears.

Fixed asset investments are stated at the lower of cost and recoverable amount, where recoverable
amaunt is the higher of net realisable value and value in use.
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Notes to the financial statements
28 February 2001

Accounting policies (continued}

Goodwill and intangible assets

Goodwill arising on acquisitions of businesses, associated undertakings or subsidiary undertakings is
calculated as the excess of the fair value of the consideration given and costs of acquisition over the fair
value of the separable net assets acquired. Goadwill arising on acquisitions up to and including

28 February 1998 was written off against reserves immediately on acquisition.

In accordance with FRS 10: 'Goodwill and intangible assets’, goodwill asising on acquisitions on or after
1 March 1998 is capitalised as an intangible fixed asset and amortised over its estimated useful
economic fife. Each acguisition is assessed with reference 1o its durability, abiiny 1o sustain long term
profitability, proven ability to mainiain market leadership and the Group’s commitment to develop and
enhance its value across its network of offices worldwide. Based on their assessment of acquisitions
during the year and reassessment of certain prior year acquisitions, the directors are of the opinion that
the intangible assets of the Group have economic lives ranging from 10 years to indefinite with effect
from the date of acquisition for current year acquisitions and 1 March 2000 for prior year acguisitions.
During the year, £491,000 (2000 - nil) was charged to operating profit in respect of goodwill
amortisation. Goodwill previously written off directly to reserves has not been reinstated on the balance
sheet in accordance with the transitional provisions of FRS 10.

On the subsequent disposal or termination of a previously acquired business, the profit or foss on
disposal or termination is calculated atter chasging the amount of any related goodwill taken directly to
reserves on acquisition and the net book value of any related goodwill capitalised in the balance sheet.

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 amount if required. No such adjustment was considered necessary as at 28 February
2001 or as at 29 February 2000.

Where goodwill is treated as having indefinite economic life, the financial statements depart from the
requirement of cempanies’ legislation to amortise goodwill over a finite peried, in order to give a true
and fair view for the reasons outlined above. Capitalised goodwill regarded as having indefinite useful
economic life amounted to £290.5 million as at 28 February 2001 (2000 — £74,7 million). If this
goodwill were to be amortised over a period of 20 years, operating profit for the year ended

28 February 2001 would have decreased by £10.4 miilion {2000 - £1.6 milfion).

Work in progress

work in progress comprises costs incurred on behalf of clients and is stated at the lower of cost and
estimated net realisable value,

{10} Financial instruments

The costs of issue of capital instruments such as the issue costs of new debt are charged to the profit
and loss account on an annual basis aver the life af the instrument.

{11} Pensions

The Group operates defined contribution money purchase pension schemes and makes contributions 1o
individual employees’ personal pension schemes. The Group's contributions are charged against profits
in the year in which contributions are made.

{12} Tax

The charge for tax is based on 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 demonstrated with reasonable
certainty that an actual liability will crystalise in the foreseeable future.




Segmental information
Classes of business

Notes to the financial statements
28 February 2001

Gross profit Profit on ordinary
Turnover (gross revenue) activities befare tax
2001 2000 2001 2000 2001 2000
£'000 £000 £000 £000 £'000 £'000
Public Relations 114,115 58,923 83,292 41,008 14,981 6,869
Advertising 98,367 21,305 36,618 18,067 8,139 3,403
Marketing Services 39,496 23,719 23,334 9,599 4,578 2,457
Design & Branding 22,487 19,205 10,874 9,084 94 856
Intra-group trading (8,802) {9,743} (786) (568) - -
T . 265,663 173409 183332 77090 27,792 13585
Goodwill amottisation (491) -
Share of operating profit of associates 59 208
Income from other fixed asset investment - 163
Net interest payable (581) (323)
) N 26679 14033
Exceptional items (note 8} - 9,763
R N e _ e e - T ETe T T g
Exceptignal items Net assets/(liabilities)
20014 2000 2001 2000
£000 £000 £000 £000
fublic Relations - (1e4) 55,158 670)
Advertising - (495) 8,209 117)
Marketing Services - - 18,436 4,103
Design & Branding - (31} 3,294 1,932
Parent company and non-operational - 10,453 180,022 56,398
o B B T 2T Te7er 265119 61,646
The above analyses of turnover, gross profit (gress revenue), profit on ordinary activities before tax and
net assets for the year ended 28 February 2001 include the following amounts in relation 1o
acquisitions during the year:
Profit
on otdinary
Gross profit activities
Turnover {gross revenue) before tax Net assets
€000 £000 £000 £000
Public Relations 37.634 28,883 4,639 53,246
Advertising 3,803 2,356 458 659
Marketing Services 27,502 17.411 5,350 15.354
Design & Branding 1,200 959 525 1,984
e - i - T 70,139 49619 10972 71243
Goodwill amortisation (208)
Net interest payable 7 ) ) B L
e ’ T 710,692

L
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Notes to the financial statements
28 February 2001

2 Segmental information (continued)

Geographical segments

Gross profit Profit on ordinary

Turnovar by origin {gross revenue) activities before tax
2001 2000 2001 2000 2001 2000
£000 £000 £000 £000 £000 £000
LK, 132,910 105,815 77.911 53,096 16,430 12,560
Rest of the world 141,555 77,337 76,207 24,662 11.362 1,025
ly\ﬁgroup f.rading _ i 3 (8,802) {9,743} {786} {568) - -
} - 265,663 173,408 153,332 77,190 27,792 13,585
Goodwili amortisation - S = {491) -
Share of operating profit of assaciates 59 608
Income from other fixed asset investment - 163
Net interest payable - {681) (323)
T - T T T T T 26,679 14,033
Exceptional items (nate 8) - 9,763

' e T 26,679 2379

Turnover by destination
(before intra-group trading}
2001

Exceptional items

Met assets/(liabilities)

2000 2001 2000 2001 2000
£000 £000 £'000 £000 £000 £000
UK 109,744 88,760 - 9,930 190,155 64,369
Rest Of the yvorkii - 164,721 94,392 - (167} 74,964 (2,723)
274465 183152 - T 9783 265,119 61,646
3 Analysis of the results of acguisitions
2001 2000
Continuing Continuing
operations Acquisitions Total operations
£000 £000 £000 £000
Turnover 195,524 70,139 265,663
Cost Qf Sales L e o (91.811) {20,520) (112,331)
Gross profit (gross revenue) 103,713 49619 153,332 196G
Administrative expenses (including goodwill amortisation} before exceptional items (87,754) {38,860} {126,614) (64,178)
Other operating income 578 5 583 573
Group operating profit before geodwill amortisation 16,820 16,972 27,792 13,585
Goodwill amortisation (283) (208) {491) -
Group operating profit before exceptional items 16,537 10,764 27,301 13,585
Share of operating profit of associates 59 - 59 608
Income from other fixed asset investment - - - 163
Net interest payable {609} (72} {681) (323)
T B T T ase87 10692 26678 14033
Exceptional items (note 8) - - e - - - 9,763
Profit on ordinaty activities before tax 15,987 10,692 26,679  23.796
Details of acquisitions rade during the year are provided in note 27,
4 QOther operating income

Other operating income of £583,000 (2000 — £573,000} consists of rental income from office space

which has been sub-iet.
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. Notes to the financial statements
28 February 2001

Employee numbers and remuneration

The average number of persons empioyed by the Group (including directors) during the year, analysed
by class of business, was as follows:

2001 2000
Public Refations 780 468
Advertising 407 213
Marketing Services 305 111
Design & Branding 163 157
Head office 38 37
T - T T 1693 986
The aggregate payroll costs of these persons were as follows:
2001 2000
£000 £000
Wages and salaries 73,372 37,290
Social security costs 7.165 3178
Qther pensian costs 2,077 1,734
st = 7 P TR A
Aggregate payroll costs include the following amounts in respect of the exceptional items disclosed in
note B:
2001 2000
£000 £'000
Wages and salaries - 1,027
Social security costs - 155
Cther pension costs - 36
- T o N h ) o = 1,218
Exceptional items in the year ended 29 February 2000 included a provision of £530,000 in relation to
employer's National Insurance contributions payable on certain share aptions (note 8). This amount is
not included in the table above.
The informatjon on directors’ emaluments and share options set out on pages 95 to 98 forms part of
these financial statements.
Net interest payable
2001 2000
£000 £7000
Interest payabie:
Group
- on bank ieans and overdrafts 1,466 993
- on loan notes 267 74
- in respect of finance leases 33 18
e e e TGS
Interest receivable:
Group
—on bank deposits (1,081) (755)
Associates
- on bank deposits B 7 ) )]
- - ) ) 681 323

73 Incenta Group oic
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Notes to the financial statements
28 February 2001

Profit on ordinary activities before tax
Profit on ordinary activities before tax is stated after charging/crediting):

2001 2000
£000 £'000
Staff costs (note 5) 82,614 42,202
Depreciation of tangible fixed assets:
- owned assets 4,108 2,312
- assets held under finance leases 196 39
Net loss/(profit) on disposal of tangible fixed assets 11 (1)
Rent and other operating lease rentals 7,493 4530
Exchange losses/(gains) 326 (146)
Group audit fees and expenses:
- current year, of which the parent company was £65,000 (2000 — £55,000) 430 215
- under provision in prior year - 49
Fees paid to PricewaterhouseCoopers for non-audit services in the UK were £279,000 (2000 -
£240,000}. Of this amount £154,000 (2000 - £34,000) has been capitalised within intangible fixed
assets, being costs of acquisitions.
Exceptional items
2001 2000
£000 £000
Profit on sale of other fixed asset investment - 10,983
Provision for employer’s National Insurance contributions on unapproved share options - {9303
Restructuring costs - {690)
T - _ e - — %76
During the year ended 29 February 2000, the Group sold its strategic investment in Lopex ple, making a
profit on sale of £10,983 000, The investment had previously been included in fixed asset investments
at an historic cost of £3,535,000. Proceeds from the sale were £17,650,000 and total costs associated
with the sale amounted fo £1,132,000.
In addition, in the year ended 29 February 2000, a provision of £530,000 was made in relation to
employer’s National insurance contributions payable on unapproved share options granted since 6 April
1999 and £630,000 of redundancy costs were incurred in the final stages of the Group’s restructuring
programme following the Dewe Rogerson acquisition in October 1998.
Tax on profit on ordinary activities
2001 2000
£000 £0D0
LUK corporation tax payable on the profit for the year at 30% (2000 - 30%) 5,358 6,154
Foreign taxes on profits of subsidiary undertakings 5,542 541
Share of tax of assaciates 18 286
Over provision in fespect of prior years {832) (118)
ST Al TS Ll “i6aee T T et

In the year ended 29 February 2000, net tax payable on exceptional items amounted to £2,688,000,
including £3,024,000 payable in respect of the sale of the fixed asset investment.




Notes to the financial statements
28 February 2001

10 Dividend
2001 2000
£000 £000
Final dividend propased 2,707 1,968
A final dividend of 0.60p per share {2000 - 0.50p per shara) is recommended and, subject to approval
by shareholders, will be paid on 16 July 2001 to shareholders on the register at 18 May 2001.
11 Earnings per share
Earnings per share has been calculated using the following: .
2001 2000
Earnings Weighted average Earnings  Weighted average
£000 number of shares £000 number of shares
Basic EPS 16,471 410,086,758 16,913 330,546,515
Diluted EPS 16,471 430,419,490 16,913 342,022,113
Basic EPS before goodwill amortisation and exceptional items 16,962 410,086,758 9,838 330,546,515
Diluted £PS before goodwill amaertisation and exceptional items 16,962 430,419,490 9,838 342022113
Reconciliations of the earnings and weighted average number of shares used in the calculations are set
out below:
2001 2000
Weighted  Earaings Wweighted  Earnings
average per average per
Earnings number of share Earaings nymber of share
£000 shares P £:000 shares p
Basic EPS 16,471 410,086,758 4.02 16,913 330,546,515 5.12
Effect of dilutive securities:
Options and warrants 12,178,004 9,879,329
Contingently issuable shares in refation tg acquisitions 8,154,728 1,596,269
Diluted €8PS~ T T 7T h T7T16.471 430,419,490 6913 T 342022113 495
Earnings per share before goodwill amortisation and exceptional items
Basic EPS 16,471 410,086,758 4.02 16,913 330,546,515 5.12
Goodwill amor©tisation 491 -
Exceptional items {post tag) ) 5 - - ) ) - ~ (7,07 ) ~
Basic EPS before goodwill amortisation and exceptional items 16,962 410,086,758 4.14 9,838 330,546,515 298
Difuted EPS 16,471 430,419,490 383 16,913 342,022,113 4.95
Goodwill amortisation 491 -
Exceptiona! items (post tax) - {7,075}
Diluted EPS before goodwill amortisation and exceptional items 16,962 430,419,430 394 9,838  342022,113 288
12 intangible fixed assets
Goodwill
£'000
At 1 March 2000 74,707
Goodwill arising on acquisitions in the year (note 27) 230,191
Adjustrments in relatian to prior year acguisitions 2,772)
Goodwill amortisation ) _ (491)
AL 28 February 2001 T T T 301,635
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13 Tangible fixed assets

Group Freehold Fixtures,
& long short fittings,
I hold ! hold vehicles &
property property equipment Tetal
£'000 £000 £000 £'000
Cost
At 1 March 2000
Acquisitions
Additions
Disposals

Foreign exchange
AL 28 Febrdary 2001 o

Depreciation e e
At 1 March 2000

106 2,342 9,576 12,024
Charge for the year 17 701 3,586 4,304
Disposals - {62) (3.538) {3,600)
Foreign exchange 21 30 352 403
4 35 Febraty 2001 - o ' 4 133
Netbook value T T T T T
At 28 February 2001 15,089
At 29 February 2000 401 3,047 4,789 8,237
The net book value of assets at 28 February 2001 includes an amount of £770,000 in respect of assets
held under finance leases (29 February 2000 — £268,000),
Company Freehold Fixtures,
& long Short fittings,
leasehold leasehold vehicles &
property property equipment Total
£000 £000 £7000 £'000
Cost
At 1 March 2000 379 3,395 3,253 7.027
Additions 7 256 599 862
Disposals - - (484) (484)
At 28 February 2001 _ ' - B 3 ) ] ' - T 386 3681 3,368 7,405
Depreciation S T T e e
At 1 March 2000 12 1,477 1,908 3,397
Charge for the year B 307 587 902
Disposals - - (478) {478)
AL28 Februoary 2000 T T T T T T T T T T e T 2 3
Nt Book value ~ T T T e e e ¢ St i
At 28 February 2001 366 1,867 1.351 3.584
At 29 February 2000 367 1,918 1,345 3,630
The net book value of assets at 28 February 2001 includes an amount of £48,000 in respect of assets
held under finance leases (29 February 2000 - £87,000).
14 Fixed asset investments
Group Investment in Other
associates investment
£000 £000
At 1 March 2000 34 -
Additions - 711
Share of profits less dividends for the year 31 -
Foreign exchange ) 5 -
At 28 February 2000 - ' T e T T M

The investment in associates at 28 February 2001 represents the Group’s 40% holding in Capital
Communications Kit and 34% holding in N8S Spolka z.0.0. Both companies are public relations
consultancies, registered in Hungary and Poland respectively. The carrying value of the investment in
associates equates to the Group's share of their net assets and does not inciude any goodwill.

The amount shown as other investment represents the Group's investment in Openshop Helding AG, a
German technology company. This investment was made as part of the Group's development and
marketing of its new media and on-line capabiliies. 1115 a listed investrnent on an overseas stotk
exchange with a market vatue at 28 February 2001 of £110,000. The other investment is shown at cost
as, in the opinion of the directors, its cost is lower than its recoverable amount, being its value in use.
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Company Invastment in
subsidiary Other
undertakings investment
£000 £000
At 1 March 2000 106,221 -
Additions 201,064 M
Transfers to Qroup companies {19,387} -
At 28 February 2001 ‘ 287,898 711
Leans to group undertakings are included in debtors.
Principal subsidiary undertakings and associates at 28 February 2001 are listed in note 32. A full list of
subsidiary undertakings and assodiates will be annexed 10 the Company's next annual return.
Debtors
Group Company
2001 2000 2001 2000
£°000 £000 £000 £1000
Amounts falling due within one year:
Trade debtors 52,886 37,045 - -
Armounts owed by subsidiary undertakings - - 22,916 22,600
Arnounts owed by associates — dividends receivable 34 74 - -
Corporation tax 672 407 761 515
Advance corporation tax recoverable - 193 - 193
Withholding tax recoverable 135 124 - -
Other debtors 2,004 1,657 354 596
Prepayments and accrued income 4,847 1,886 419 477
60,578 41,386 24,450 24,381
Amounts falling due after more than one year:
Amounts owed by subsidiary undertakings - - 61,090 2,664
60,578 41,386 85,540 27,045
Included within other debtors falling due within one year for the Group is an amount of £24,000 {2000
- £47,000) 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
accordance 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
resuiting from the acquisition and are valued at cost. Further details of the option scheme are provided
on page 98,
Creditors: amounts falling due within one year
Group Cormpany
2000 2000
2001 {as restated) 2001 (as restated)
£7000 £000 £'000 £000
Bank loans - 1,983 - 1,983
Loan notes 14,660 BO7 14,642 807
Qbligations under finance leases falling due within ane year 474 113 7 73
Trade creditors 19,980 18,850 586 614
Amounts owed 1o subsidiary undertakings - - 16,121 12,650
Amounts owed t0 associates — trading balances 13 - - -
Corporation tax 7,938 £,086 - -
Cther taxes and sociai security 5,295 1.931 958 736
imitial consideration for acquisition of SEA - 11,062 - 11,062
Advance corporation tax payable - 124 - -
Proposed dividend 2,702 1,961 2,707 1,968
Other creditors 5,564 5,165 112 149
Accruals and delerred income 31,245 19,415 7,403 2,410
87,921 67,497 42536 32,452

Deferred consideration for acquisiions has been tediassified from creditors 1o provisions (note 18) in order
to batter reflect the nature of the liabilities concerned. Comparative figures have been restated accordingly.

Included within other creditors for the Group is £100,000 {2000 — £97,000) relating to fiabilities and
accrued obligations of the Citigate Communications Group Limited Employee Share Trust, representing
its income tax liability, accrued professional fees and a provision against future commitments. The
proposed dividend for the Group is stated after deducting dividends of £5,000 (2000 - £7,000) in
respect of shares held by the Citigate Communications Group Limited Employee Share Trust.

77 Incepts Grour oic

T




Notes to the financial statements
28 February 2001

16 Creditors: amounts falling due within one year (continuad)
Lean notes were issued as part of the consideration for certain acquisitions. They are secured either on cash
deposits, by guarantee or by way of a charge aver the minority interests acquired. Cash depasits provided
as security are inclugded within cash at bank and in hand. All loan notes are repayable on six manths notice
at the hofder’s discretion and are interest-bearing at the following rates:

2001 2000
£'000 £°¢00
Secured
Bank base rate plus 0.25% 136 736
Bank bid rate less 1.15% 71
Bank base rate less 2.5% 12,326 -
""" 13,064 T ea7
Unsecured
Bank base rate less 1.5% 1,596 -
S S . S 14,660 v
17 Creditors: amounts falling due after more than one year
Group Company
2004 2000
2001 (as restated) 2001 {as restated)
£000 £000 £000 £000
Bank loans 23,527 14,480 23,527 14,480
Obligations under finance leases falling due between one and five years 128 43 - 13
Corporation tax 423 - - -
Other creditors 467 - - -
I B S T2a545 0 14523 23827 14,493
Bank loans are stated net of unamartised issue costs of £473,000 {2000 - €£62,000}. fssue costs of £525.000
were incuned in respect of the borrowing facilities described in note 26. They are aftocated te the profit and
loss account over the five year term of the facilities on a straight line basis. lssue costs of £62,000 relating to
the previous facility were charged to the profit and loss account during the year.
Ceferred consideration for acquistions has been redassified from crediters to provisions {(note 18) in order
to better reflect the nature of the liabilities concerned. Comparative figures have been restated accordingly.
18 Provisions for liabilities and charges
Group Employer's Deferred
National e considerati
on share options for acquisitions Total
£000 £000 £000
AL 1 March 2000 (as restated) 530 11,725 12,255
Paid during the year - (2,862) (2,862)
Net movernent in estimated deferred consideration payable for acquisitions - 24,520 24,520
AT Febriary 2001 T T T e e >
Company Employer's Deferred
National Insurance consideration
on share options for acquisitions Total
£7000 £000 £'000
At 1 barch 2000 {as restated) 530 9,834 10,364
Paid during the year - (1.212) (1.212)
Net movement in estimated deferred consideration payabte for acquisitions - 24,058 24,058
A2BFebraary 2001 T T T T gy ey ™ gm0

Deferred consideration for acquisitions has been reclassified from creditors to provisions in order to better
reflect the nature of the fiabilities concerned. Comparative figures have been restated according'y.

The provision for employer's National Insurance on unapproved share opticns granted since 6 April 1999
is expected 1o be fully utilised within two to five years.

Provisian for deferred consideration for acquisitions

Acquisitions made by the Group typically involve an earn-out arrangement whereby the consideration
payable includes a deferred element that is subject to the future financial performance of the acquired
entity. The provision for deferred consideration for acquisitions of £33.4 million a5 at 28 February 2001
represents the directors’ best estimate of the amount expected to be payable in cash or loan notes. The
estimated value of deferred consideration payable by issue of new ordinary shares in the Company of
£67.3 million is included in the balance sheet as shares to be issued (note 21). The directors estimate
that, in delivering the future financial performance required for these amounts to become payable, the
acquired entities witl generate £68.1 million of operating cash inflows.
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18 Provisions for liabilities and charges {continued)
Details of each acquisition made during the current year are set out in note 27. The maximum potential
deferred cash and loan note consideration payable under all earn-cut arrangerents ongoing as at 28 February
2001 is £71.5 willion. I the opinion of the directors, the £38.1 million not provided for above represents a
contingent liability as the likefihood of payment is considered to be remote.
19 Deferred tax
At 28 February 2001, the Group had potential deferred tax assets of £1,289,000 (2000 - £1,181,000)
in relation to allowable tax lasses and £647,000 (2000 - £992,000) in relation to timing differences.
These assets have not been recognised in the financial statements as, in the opinion of the directors,
iheir recoverability is not beyond reasonabte doubt.
20 Called up share capital
2001 2000
£'000 £'000
Authorised
Ordinary shares of 1p each 614,000,000 (2000 - 441,955,000} 6,100 4,420
Allotted and fully paid
Crdinary shares of 1p each 448,656,576 (2000 — 333,557,447) 4,487 3,336
Pursuant to an ardinary reselution passed at the Company's Annual General Meeting on 7 July 2000,
the authorised share capital of the Company was increased from £4,419,550 to £6,100,000 by the
creation of 168,045,000 ordinary shares of 1 pence each 1o rank pari passy in all respects with the

existing ordinary shares of 1 pence each of the Company.

A total of 9,520,445 shares were issued during the year as deferred consideration for the acquisitions
of Team Marketing Communications, 1.MAGE Marcom (%) Pte Ltd, I MAGE Public Relations (S) Pte Lid,

SEA Spiess Ermisch & Andere Werbeagentur GmbH and 5% of SEA Dewe Rogerson GmbH, all of which
were made during prior years.

In April 2000, 31,761,939 shares were issued in relation t¢ the acquisition of Sard Verbinnen & Co., Inc..
During the year, a total of 22,422,026 shares were issued in relation to the acquisition of Cunningham
Communication, nc. and a total of 31,244,463 shares were issued as consideration for other
acquisitions made during the year.

Cn 17 April 2000, the Company issued 16,551,300 shares by way of a placing at 115 pence per share,

raising £19.0 million. On 23 August 2000, the Company issued 704,225 shares by way of a placing at
142 pence per share, vaising £1.0 million,

Qn 30 June 2000, the rights of halders of warrants to subscribe for ardinary shares in the Company
expired. During the year, the rights to subscribe for ome share for each warrant held at a price of 19.3
pence per share were exercised by or on behalf of holders of 1,575,537 warrants, There were mo
warrants in issue as at 28 February 2001 and none have heen issued subsequently.

A total of 1,318,594 shares were issued during the year under the Company’s share option schernes for
total consideration of £240,000.

Subsequent to the year end, 2,155,456 shares were issued as initial consideration for the acquisition of

First Financial Communications B.\. and 421,740 shares were issued under the Company’s share option
schemes.

The total nurnber of shares in issue as &t 8 May 2001 is 451,233,772,

Further shares are 1o be issued subject to future financial performance as deferred consideration for
acquisitions. The estimated value of these shares is included in shares to be issued at 28 February 2001

(note 21}
The Company has shareholder authority 1o purchase its own shares 1o a maximum of 39,355,231 shares.
Options

As at 28 February 2001, certain employees including directors held options over ordinary shares of
1 pence under the following schemes:

Options held Exercise prices

2001 2000 (per share) Exercise periods (various dates)
Employee Share Option Scheme 2,596,000 3,776,000 10.5p to 31.0p Up to 29 October 2007
Executive Share Option Plan 6,535,000 6,385,000 23.25ptc 129.0p Between 22 September 2001 and 20 October 2010
Executive Long Term Incentive Plan 3,174,000 - 129.0p Between 20 October 2003 and 20 October 2010
1998 Savings Related Share Option Scheme 1,961,695 2,184,512 15.2p Between 1 January 2001 and 31 December 2002
1999 Savings Related Share Optian Scheme 1,522,786 1,706,738 47.0p to 50.0p Between 1 January 2002 and 30 June 2003
2000 Savings Related Share Option Scheme 1,227,967 -~ 103.6p 1o 139.5p Between 1 January 2003 and 30 June 2004

717,017,448 14,052,250

A total of 4,872,219 options were granted, 1,315,042 exercised and 591,979 fapsed during the year
under the above schemes. Further details are shawn in the statement of directors' remuneration and
interests on pages 95 to 93,
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Reserves
Group Share
premium Shatres to Merger Profit and
account be issued reserve loss account
£000 £000 £000 £000
At 1 March 2000 13,485 22,527 1,192 21,015
Retained profit for the year - - - 13,764
Exchange differences on foreign currency net investments - - - 875
Prernium on shares issued as consideration for acquisitions 191 - 123,221 -
Premium on shares issued via placings 19,862 - - -
Premium on shares issued under share option schemes 227 - - -
Premium on shares issued to warrant holders 288 - - -
Share issue Costs (264) - (703) -
Net movemnent in estimated value of shares to be issued as consideration for acquisitions - 44,750 - -
AL 28 February 2000 T B T T T Tmase T 7,277 1237100 35,654
A merger reserve has been created in refation 1o 94,784,213 shares issued during the year as
consideration for acquisitions, as permitted by section 131 of the Companies Act 1985.
Cumulative googwill relating 1o acquisitions made up to and incuding 28 Fepruary 1998, which has
been eliminated against reserves, amounts to £46,259,000 (2000 - £46,259,000).
Company Share
premium Shares to Merger profit and
account be issued reserve loss account
£7000 £'000 £000 £000
At 1 March 2000 13,485 22,527 46,559 10,807
Retained profit for the year - - - 3,056
Premium on shares issued as consideration for acquisitions 19 - 123,221 -
Premium on shares issued via placings 19,862 - - -
Premiurm on shares issued under share option schemes 227 - - -
Pramium on shares issued to warrant holders 288 - - -
Share issue costs {264) - (703) -
Net movement in estimated value of shares to be issued as consideration for acquisitions - 44,750 - -
P e * - R -~ > > IR 1 Y7y B % T 4
Minority interests
£000

At 1 March 2000 91
Minority interests’ share of profit for the year 122
Minority interests’ share of dividends (22)
Minority interests’ share of exchange differences on foreign currency net investments 9
By 28 February 2000 o e e/ T200
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2001 2000
£000 £°000
Returns on investments and servicing of finance
Interast received 1475 754
Interest paid {1,698) {1,160)
Issue tosts of new bank loans (525) -
Interest element of finance lease payments (33} (18)
Dividend received from other fixed asset investment - 147
Dividends paid to minority interests (22) -
T T3 277)
Taxation
UK tax paid (5.874) (3,609}
Overseas fax paid (4,020) (114)
T (o894 3,723
Capital expenditure and financial investment
Purchase of tangible fixed assets (5,317} (3,549
Disposal of tangible fixed assets 81 a4
Purchase of other fixed asset investment {711) -
Net cash infiow from sale of other fixec_i assel nvestment ) - 15,581
T T T T T T T s 13,126
Acquisitions
Purchase of subsidiary undertakings (note 27) {38,915} {1,629)
Purchase of businesses {ncte 27) {744) (1,897)
Net cash acquired with subsidiary undertakings and businesses {note 27) 6,406 6,243
) o o o O (33.253) 2,717
Financing
Issue of shares:
Proceeds from issue of ordinary share capital 20,578 98
Share issue costs {967} (3}
T 1975171 - o5
Increase in debt:
Repayment of bank loans (26,974) {3,503}
Draw-down of bank loans 42,000 6,511
Capital elernent of finance lease paymerts {(397) {100)
Repayment of loan notes (114) ) (787
o 4;5?5 T 2,115
T T ‘ ) T 2826 2,210

Acquisitions

Acquisitions accounted for £7,786,000 (2000 — £444,000) of cash flow from operating activities,
£3,138,000 (2000 - nil) of taxation, and £1,858,000 (2000 ~ £6,000} of capital expenditure in the year.
These amouints represent the ¢ash flows of alt acquisitions except PLPR Communications, as its cash
fiows are not separately identifiable from the cash fiows of continuing cperations.

Exceptional items

Cash flow from operating activities includes an outfiow of £81,000 {2000 - £609,000) in respect of the
exceptionat items arising in the vear ended 29 February 2000 (note 8).

Major non-cash transactions

Part of the consideration for the acquisitions of subsidiary undertakings during the year comprised
shares. Further details are set out in note 27.

S R

81 incenta Grour oo




T

Notes to the financial statements
28 February 2001

25 Analysis of net {(debt)/funds

26

At 1 March

Actuisitions Exchahge Other At 28 February
2000 Cash flows {excluding cash) movements movemehts 2001
£:000 £000 £000 £000 £000 £000
Cash at bank and in hand 27.837 1,032 - 624 - 29,493
Loan notes
- amounts falling due within ane year 8o 114 (63) - {13,904) {14,660}
Bank loans
- amounits falling due within one year {1,983) 4,133 {2,200) 68 {18) -
- amounts falling due after more than one year (14,480} (8,634) - 3171 (96) (23,527)
Finance leases
- amounts falling due within one year (113) 291 {536) {4) (112) (a74)
- amounts failing due after more than one year (43) 106 (182) {2) (N {128)
T 10,611 2958}  (2.981) 369 {18,137 {9,296)
Other movements comprise loan notes issued as consideration for acquisitions, arnortisation of loan
issue costs and inceptian of finance leases, together with transfers between ageing categaries.
Financial instruments
The Group’s financial instruments comprise cash at bank and in hand, borrowings in the form of loan
notes, bank loans and finance leases, consideration for acguisitions and various iterns such as rade
debtors and trade creditors that arise directly from its operations. As permitted by FRS 13: ‘Derivatives
and other financial instruments: disclosures®, short-term debtors and creditors have been excluded from
all financial instrument disciosures other than currency exposure disclosures,
The Group's policies and strategies in relation to risk and financial instruments are explained in the
Financial review on pages 43 and 44. Accounting policies relevant to financial instruments are detailed
in note 1(10).
The Group deoes not enter into any hedging arrangements involving derivative financial instruments.
Interest rate risk profile of financial liabitities
As at 28 February 2001:
Financial
Floating rate Fixed rate liabilities
finandial financial on which no
liabilities liabilities interest is paid Total
Currency £:000 £000 £000 £000
Steriing 38,187 238 16,206 54,631
EU currencies (excluding Sterling) ~ ~ 9,800 9,800
US dollars - 336 2,326 2,662
QOther currencies - 28 5,051 5,079
- ) - 38187 02 33383 2 X/

Fixed rate financial liabilities

Financial liabilities

on which no

interest is paid

Weighted average Weighted average

Weighted average period for which period untit

interest rate rate is fixed maturity

Currency Y Months Months
Sterling 9.8 15 18
EU currencies (exciuding Sterling) - - 26
U5 dollars 9.3 14 27
Qther currencies 7.0 34 12
a4 18 20
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26 Financial instruments {continued)
As at 29 February 2000:
Financial
Floating rate Fixed rate liabilities
financial financial on which ne
liabilities liabilities interest is paid Total
Currency £000 £7000 £000 £G00
Sterling 8,245 85 730 9,060
EU currencies (excluding Sterling) 7,036 - 19,725 26,761
US dollars 1,013 70 1,171 2,254
Other currencies ) 976 1 1,161 2,138
' : A b 5 5 LT 72787 40,333
Financiat liabilities
Fixed rate financial liabilities on which no
interest is paid
Weighted average Weighted average
Weighted average peried for which period until
interest rate rate is fixed rmaturity
Currency % Months Months
Sterling 120 15 ral
EU currencies (exciuding Sterling) - - 18
US dallars 85 11 12
Other currencies 7.8 18 2
T i B N 7 B - B 104 T 13 ) 17
Interest rate risk profile of financial assets
2001 2000
Other fixed Cash at Cash at
asset bank and bank and
investment in hand Total in hand
Currency £'000 E000 £000 £'000
Sterling - 13,563 13,563 16,784
EU cutrendies {exchuding Sterting} N 10,067 10,778 7,919
Us dallars - 2,939 2,939 1,725
Other currencies - 2,924 2,924 1,40_9
- - o ' ' T T 29,4037 30,208 27,837
No interest 71 1,652 2,363 1,386
Floating rate - 27,785 27,785 25221
Fixed rate ) _ ) N ) ] _ ) - 56 56 _ 1,239_
T 711 20493 30,204 27,837

Cash at bank and in hand includes deposits placed with banks on money markets at overnight rates.
Maturity of group financial liabilities

2001 2000

Borrowings Deferred Borrowings Deferred

and finance consideration and finance consideration
leases for acquisitions Total leases for acquisitions Totat
£000 £000 £'000 £000 £000 £'000
In orie year or less or on demand 15,134 6,010 21,144 2,903 13,556 16,459
In mofte than one year but not more than two years 110 8,408 8,518 2,017 189 2,206
In more than two years but not more than five years 23,545 18,965 42,510 12,506 9,042 21,548
T © 38,789 12472 17,426 22,787 40,213
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26 Financial instruments (continued)
Maturity of Company borrowings and finance leases

Company barrowings including bank leans, bank overdrafts and loan notes, and obligations under
finance leases, tail due as foliows:

2001 2000
£900 £000

in one year or less or on demand 14,649 2,863
In more than one year but not more than two years -

1,994
In more than two years but not more than five years 23,527 12,459
T T T - i 38,176 17,356
Borrowing facilities
The Group had an undrawn committed facility of £51.0 million available at 28 February 2001 (2000 -
£976,000) in respect of which all conditions precedent had been met at that date. This relates to a
£75.0 milltan five year mutti-currency tacility arranged through Lloyds TSB Bank ple which bears interest
of between 1% and 1.5% above LBOR and expires in September 2005. The total facifity includes a
£50.0 million five year revalving loan facility and a £25.0 million revolving 364 day loan facility with an
option to convert into a four year term loan.
Fair vailues of financial assets and liabilities
The fair values of primary finandial instruments held or issued to finance the Group’s operations, as
determined by market values or calculated by discounting expected future cash flows at prevailing interest
rates, were not materially different to their carrying values as at 28 February 2001 or 29 February 2000.
Currency exposures
The Group’s obiectives in managing the structural currency exposures arizing from its net investments
overseas are explained in the Financiat review on page 44. Gains and losses arising from these currency
exposures are recogrised in the statement of total recognised gains and losses. The table below shows
the Group's transactional currency exposures that give rise to the net currency gains and losses
recagnised in the prafit and loss account. Such exposures arise fram manetary assets and monstary
lizbifities of the Group that are not dencminated in the operating currency of the operating unit
invalved.
As at 28 February 2001
Net foreign currency monetary assets/(liabilities)
EE currencies
(excluding Other
Functional currency Sterling Sterling) Us dollars currencies Total
of group operation £000 £'000 £000 £009 £000
Sterling - (1.976) (957} {267) (3.200)
£U currencies {excluding Sterling) 35) - 8 -~ (2N
US dollars (51) (46) - - (97)
Other currencies 60 - {321) - {261)
Total {26) C{2022y T (2100 (267) (3.585)
As at 29 February 2000:
Net foreign currency monetary assets/(liabilities)
EU currencies
(excluding Other
Functional currency Sterling Sterling) us dollars currencies Total
of group operation £000 £000 £000 £000 £000
Sterling - (3,872 2,759 118 (995)
EL} currencies (excluding Stetling) (3) - 3 - 5
US dollars 222 - - 1) 181
Othar currencies @a (26) (249} - (315
Total 179 {3.898) 2,518 77 (1,124)

Monetary assets and liabilities of group operations for which Hong Kong dollars is the functionat

currency were disclosed seperately in the prior year but are reported within other currencies in the
tables above.

lcepta Group pic 84




27 Acquisitions

Sard Verbinnen acquisition

O 14 April 2000, the Group acquired the whole of the issued share capital of Sard Verbinnen & Co.,

Inc., a finandial public relations agency and mergers and acquisitions adviser in the US. Initial

consideration was US$58 0 million, comprising U$$29.0 million in cash, by means of a vendor plading
of 15,880,969 ordinary shares at 115 pence per share together with a i3$173,000 cash payment, and
15,880,970 new ordinary shares in the Campany. & maximum deferred consideration: of US$92.0
millior is payable in new ordinary shares in the Company depending on future financial performance.

Estimated acquisition costs amount 1o £356,000, of which £316,000 had been paid at 28 February 2001,
The book values and fair values of assets and liabilities acquired were as follows:

Tangible fixed assets
Debtors

Cash at bank and in hand
Taxation

Other creditors
Goodwill
Totat cost

The fair value adjustment to debtors reflects write downs to estimated realisable value. Al fair values
are provisional awaiting final determination of the balances acquired.

The results of Sard Verbinnen & Co., Inc. from the start of its financial period on 1 January 2000 until
acquisition, were: turnover U$$6,395,000; operating loss US$359,000; loss before tax U5$361,000; tax
charge US$7,000, reflecting acquisition related costs which more than offset the underlying operating
profit of the business. The profit after tax for the year ended 31 December 1999 was US$1,800,000.
Cunningham Communication acquisition
The Group acquired the whale of the issued share capital of Cunningham Communication, Inc., one of
the leading technology communications consultancies in the US, effective 1 August 2000. initial
consideration of U5$45.0 millior: comprised US$22.5 million in cash, by means of a vendor placing of
10,563,381 new ordinary shares in the Company at 142 pence per share together with a U53$718,000

cash payment, and 11,858,645 new ordinary shares in the Company. A maximum deferred

consideration of US$15.0 million in cash and US$15.0 million new ordinary shares in the Company is
payable subject to future financial performance.

Estimated acquisition costs amount to £297,000, of which £287,000 had been paid at 28 February 2001.

The book values and fair values of assets and liabilities acquired were as follows:

Tangible fixed assets

‘Waork in progress

Debtors

Banik overdrafi

Bank loans

Obligations under finance feases
Taxation

Qther creditors

Gogdwill
Total cost

Notes to the financial statements

28 February 2001
Fair value
Book value adjustment Fair value
£000 £000 £'000
244 - 244
3,026 (63) 2,963
810 - 810
1 - 1
(4.081) - 7(4,03])
T i -ESB) - '{(63)_-
. T0805
o o 70,542
Fair value
Book value adjustment Fair value
£'000 £000 £000
2,463 - 2,463
98 - 98
7311 (172} 7,139
(801) - {801}
(1,969) - {1,969}
(326} - (326)
(282) - (282)
, (a.011) LT woan
o 544_37 B ) (1_727) 2,271
I
R TR

The fair value adjustrment 1o debtors reflects write downs to estimated realisable value. All fair values
are provisional awaiting final determination of the balances acquired.

The resuits of Cunmingham Communication, Inc. from the start of its financial period on 1 January
2000 until acquisition, were: turnover US$17,599,000; operating loss US$3,254,000; loss before tax
US$3,345,000; tax charge US$319,000, reflecting acguisition related costs which more than offset the
underlying operating profit of the business. The profit after tax for the year ended 31 December 1999

was US$441,000.
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Notes to the financial statements
28 February 2001

27 Acguisitions (continued)
Other acquisitions
On 27 March 2000, the Company acquired the whole of the issued share capital of twa London-based
online investor relations companies, MARCHCom.co.uk Limited and CAROL Limited. initial
consideration comprised £140,000 in <ash, £1,795,000 in loan notes and 1,516,268 new ordinary
shares in the Company. A maximum deferred consideration of £2,000,000 in loan notes and

£2.000.000 in new ordinary shares in the Company will be paid subject 1o future financial
performance.

The Company acquired 100% of JKD Communications Limited, a London based business-to-business
new media development and design agency, effective 1 March 2000. Initial consideration comprised
£1,245,000 in cash and 1,772,844 new orcinary shares in the Company. A maxirnum deferred
consideration of £5,660,000, of which the vendors can elect to receive up to £2,660,000 in loan notes,
witl be paid subject 1o futare finandal performance.

The Group acquired the trade and certain assets of Ballard & King Communications CC, a South Adtican
IT public relations consultancy, effective 1 March 2000. Initial consideration comprised Rand 3,400,000
in cash and 43,060 new ordinary shares in the Company. A maximum deferred consideration of Rand

6,000,000, of which a minimum of Rand 600,000 is payable in cash, will be paid subject to future
financial performance.

The Company acquired 100% of Finex Communications Group plc, an integrated global marketing
services agency, effective 1 April 2000 Initial consideration comprised £5.0 million in loan notes and
2,108,972 new ordinary shares in the Company. A maximum deferred consideration of £17.0 million

will be paid in cash of loan notes and new ordinary shares in the Company subject to future finandial
performance.

On 7 April 2000, the Group acquired 100% of Smarts (Advertising and Design} Limited, an advertising
and design agency n Scotland, Consideration comprised £1,330,000 in cash and 844,743 in niew
ordinary shares in the Company.

The Group acquired the trade and certain assets of PLPR Communications, a consumer public relations
consuitancy in Northern ireland, effective 1 May 2000. {nitial consideration comprised £150,000 in
cash. A maximum deferred consideration of £275,000, of which a minimum of £69,000 is payable in
cash, will be paid subject to future financial performance.

The Company acquired 100% of Financial Group 5.1, based in Milan and offering advertising, direct
marketing and marketing training services, effective 15 June 2000. Initial consideration comprised Lire
4,205,000,000 in cash and 612,128 new ordinary shares in the Company. A maximum deferred

consideration of Lire 9,410,000,000, of which Lire 4,705,000,000 is payable in cash subject to future
financial performance.

The Company acquired 100% of DVL Smith Group Limited, effective 1 July 2000. The DVL Smith Group
is a group of research companies based in Londen. {nitial consideration comprised £1,200,000 in cash
and 559,440 new ordinary shares in the Company. A maximum deterred consideration of £5,500,000,

of which @ minimum of £3,300,000 is payable in cash or loan notes at the Company's discretion, will
be paid subject to future finandial performance.

The Company acquired effective control of 100% of Su Yeang Dasign Pte Ltd, a visual communications
consultancy based in Singapore, on 1 Septarmber 2000, Initial consideration comprised $$3,000,000 in
cash and 517,777 new ordinary shares in the Company, plus $$1,563,000 in cash and 304,573 new
ardinary shares in the Company for the net assets acquired. A maximum deferred consideration of

$$25,000,000, of which 5$15,000,000 is payable in cash, will be paid subject to future financial
performance.

The Group acquired the trade and certain assets of Oaktree Communications (Pty) Limited, a
Johannesburg based design and financial advertising agency, effective 1 Septernber 2000, Initial
consideration comprised Rand 1,000,000 in cash. A maximum deferred consideration of Rand 1,750,000,
of which Rand 525,000 is payable in cash, will be paid subject to future financial performance.

The Company acquired 100% of Gramma AB, an integrated communications consultancy based in
Stackholm, effective 1 October 2000. Initial consideration comprised SEK 16,500,000 in cash and
2,501,942 new ordinary shares in the Company. A maximum deferred consideration of SEK

151,000,000, of which a minimum of SEK 75,500,000 is payable in cash, will pe paid subject to future
financial performance.

The Company acquired 100% of Dynamo Marketing Limited, effective 1 October 2000. The Dynamo
Group is an UK group of prometional enarketing companies. Initial consideration comprised £2,606,0Q0
in cash, £1,669,000 in lcan notes and 3,045,110 new ordinary shares in the Company A maximum
deferred consideration of £11,450,000, of which £5,500,000 15 payable in loan notes and £11,000,000
is subject to future financial performance, will be paid.

The Company acquired 100% of Key Communications Limited, an UK public relations consultancy,
effective 1 Novernber 2000. Initial consideration comprised £40,000 in cash, £1,578,000 1n lcan notes
and 2,571,836 new ordinary shares in the Company, plus £562,000 for the net assets acquired. A
maximum deferred consideration of £1,300,000 wili be paid subject to future financial performance.
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27 Acquisitions {cantinued)

The Group acquired 100% of Hudson Technalogy Group, Inc., a US based online and new media
censulting firm, effective 1 Novernber 2000. Initiaf consideration comprised $4,000,000 in cash and
2,120,665 new ordinary shares in the Company. A maximum deferred consideration of $17,000,000,
will be paid in cash and shares subject to future financial performance.

The Group acquired 100% of Broad Street Productions, Inc., a US based company specialising in high-
end corporate videos, major corporate conferences, interactive media events and design & branding
programmes, effective 1 February 2001. Initial consideration comprised $8,316,000 in cash and
6,119,795 new ordinary shares in the Company. A maximum deferred consideration of $15,000,000, of

which $6,750,000 is payable in cash and $8,250,000 is payable in shares, will be paid subject to future
financial performance.

The Company acquired 100% of The RED Consuttancy Group Limited, a UK company offering strategic
advice and implementation in the business-to-business, corporate and consumer public relations
market, effective 16 February 2001. Initial consideration comprised £1,138,000 in cash, £3,861,000 in
lean notes and 6,604,704 new ordinary shares in the Company. A maximum deferred consideration of

£13,000,000, of which £5,416,667 is payable in cash, will be paid subject to future finandial
performance.

The aggregated book values and fair values of assets and Yiabilities acquired as a result of these
acquisitions were as follows:

Notes to the financial statements
28 February 2001

Fair value
Book value adjustments Fair value
£000 £000 £'000
Tangible fixed assets 3,108 (256} 2,852
Work in progress 1,968 - 1,968
Debtors 16,459 168 16,627
Bank loans (231) - {231)
Loan notes (63) - {63)
Obligations under finance leases (382) - (382)
Taxation (1,373) - (1,373}
Met cash at pank and in hand 6,397 - 6,397
Other creditors (20,969) - (20,969)
o B - - Taga T () T a826
Goodwill ' ey 127,634
Totatcost T T T T e T T T k10
The fair value adjustrents to tangible fixed assets were made to ensure consistency of accounting
policies. The net fair value adjustment to debtors reflects write downs to estimated realisable value and
an adjustment to ensure consistency of accounting policies. Alf fair values are provisicnal awaiting final
determination aof the balances acquired.
Goodwill anising on ail acquisitions in the year has been capitalised {ncte 12).
Cash flow
The cash flow during the year in relation to acquisitions was as follows:
Sard Cunningham Other
Verbil e ication acyuisitions Total
£000 £000 £'000 £000
Purchase of subsidiary undertakings {427} (781) {37,707) (38,915}
Purchase of businesses - - {744) (744)
Net cash/{overdraft) acquired with subsidiary undertakings and businesses 310 (801} 6,397 6,406
Net cash inflow/{outflow} ) T ' ’ 383 (1,582} (32054)  (33,253)

The cash flow in respect of other acquisitions includes outflows of £14,671,000 within purchase of

subsidiary undentakings and £154,000 within purchase of businesses relating to acquisitions made before
1 March 2000.
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Notes to the financial statements
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28 Commitments
Annual commitments under non-canceliable operating leases are as follows:

Group 2001 2000
Land and tand and
buildings Other buildings Other
£000 £000 £:000 £'000
Operating leases which expire:
within one year 1,503 128 730 46
within two to five years 4,454 275 819 1490
after five years 5,169 62 2,791 20
11,126 465 4,340 206
Company 2001 2000
Land and Land and
buildings Other buildings Other
£000 £000 £000 £:000
Operating leases which expire within one year 218 4 159 -
29 Contingencies
Deferred consideration
Under the tesms of certain acquisition agreements, additional consideration is payable by the Company
and certain of its subsidiary undertakings contingent on performance. The estimated amount of such
contingent consideration is included in provisions and shares to be issued.
Guarantees
In connection with the Group's banking and borrowing facilities with Lioyds TSR Bank ple {note 26), the
Cormpany and certain of its subsidiary undertakings have entered inte cross-guarantee and indemnity
arrangements with Lloyds TSB Bank plc, HSBC Bank plc, The Chase Manhattan Bank, Scotiabank Europe
ple and The Co-operative Bank PLC.
30 Related party transactions
In relation to acquisitions in the current and prior years, the Group paid cash consideration of £30.6
million, issued £13.2 million of foan notes and issued 80,278,085 new ordinary shares in aggregate to
the following individuals who, as directors of the Company or its principal subsidiaries, are deemed
related parties: E Afors, P Ariow, K Ballard, | Bate, L Brend, S Bushe, P Cameron, A Catlin, R Catlin,
A Cunninghar, N Cunningharm, C Davies, P de Wesselow, A Dexier, D Dreyfuss, L Fetherston, R Fine,
D Fink, J Foenander, A Fry, D Fry, P Fuller, P Goodwin, C Gulliver, J Hamilton, } Kelsey, C Kent,
D Kidwell, H King, £ Lee Kia long, £ Lim, L Loubser, G Manzone, P Mactin, B Meising, D Mittereder,
R Mortice, N Notarini, N Pritchard, $ Pritchard, j Rabin, P Reynolds, | Sanderson, G Sard, A Simpson,
D Smith, J Smith, £ Spiess, A Thomas, M Townend, M Triggs, S Turner, P Verbinnen, T Warren,
D Watson, $ Yeang, M Zischka. A maximum further consideration of £39.6 million in cash, £17.0
million in joan notes and 106,621,013 new ordinary shares (based on the share price of Incepta Group
pic as at 28 February 2001} is payable in aggregate to certain of these individuals,
The Group and its asscciates 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
account in respect of these transactions were as follows:
Turnover Cost of sales
£000 £000
Capital Communications Kft 8 3
N8BS Spolka z.o.0. 5 13

There were dividends of £5,000 and £29,000 respectively due from the Group's two associates, Capital

Communications Kft and NBS Spolka z.0.0., and a trading balance of £13,000 due to NBS Spolka
z.0.9., as at 28 February 20Q1.

There were no further related party transactions during the year.

31 Subsequent event

In March 2001, the Company acquired the whole of the issued share capital of First Financial
Comrunications BV, a finandal communications consultancy in The Netherlands. initial consideration
was NLG 15.0 million, comprising NLG 7.5 million in cash and 2,155,456 new ordinary shares in the
Campany. Further consideration up to a maximum of NLG 10.5 milian is payable in cash and shares
subject to future financial perfarmance.
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32 Principal subsidiary undertakings and associates

Principal subsidiary undertakings as at 28 February 2001

Country of incarporation/

Notes to the financial statements

28 February 2001

Directly owned
Name prindipal oparation hy the Company Class of business
Citigate Dewe Regerson Limited England Public Relations
Citigate Technology'
Citigate Westminster Limited
Citigate Public Affairs?
Citigate DVL Smith Limited v
Key Communications Limited v
Citigate MARCHCom timited v
Citigate Albert Frank Limited Advertising
Finex Communicatiens Group plc v Marketing Sefvices
Dynamo Marketing Limited Vs
JKD Communications Limited e
TEAM LGM Limited
Park Avenue Productions plc v
The RED Consuitancy Group Limited s
Citigate Lioyd Northover Limited Design & Branding
Citigate Publishing Limited
Citigate Holdings GmbH Germary e Holding Company
Citigate Dewe Rogerson GmbH # Public Relations
Citigate SEA GmbH & Co KG Advertising
Citigate Demuth GmbH Public Relations
Advertising
Design & Branding
Park Avenue GmbH Marketing Services
Citigate Grarnma AB Sweden v Public Relaticns
Citigate ltalia S.rl. Italy v Adverlising
Citigate Inc. USA
Citigate Albert Frank® Advertising
Citigate Corporate Branding® Dasign & Branding
Citigate Dewe Rogersen Inc. Public Relations
Citigate Sard Verbinnen inc. s
Citigate Cunningham Inc. s
Citigate Hudson inc. v
Citigate Broad Street Inc. v Marketing Services
Citigate Asia Limited Hong Kong
Citigate Dewe Rogerson* Public Relaticns
Citigate Lloyd Northover* Design & Branding
Citigate Window Creative timited Advertising
Citigate Dewe Rogerson i MAGE Pte Ltd Singapore v Public Relations
Citigate Su Yeang Design Pte Lid v Design & Branding
Citigate Dewe Rogerson Communications Private Limited India e Public Relations
Citigate SMARTS Limited Scotland Public Relations
Advertising
Design & Branding
Citigate Northern Ireland Limited Northern ireland Public Relations
Design & Branding
Citigate South Africa (Pty) Limited South Africa Public Relations
Advertising
Design & Branding
incepta Holdings Limited England v Halding Company
Citigate.com Limited

1 Trades as a division of Citigate Dewe Rogerson Limited  * Trades as a division of Citigate Asia Limited
* Trades as a division of Citigate Westminster Limited # Owned 5% directly and 95% indirectly
* Trades as a division of Citigate inc.

All of the above subsidiary undertakings are wholly owned with the exception of Citigate Demuth GmbH
{80.2% owned) and Citigate Window Creative Limited (85% owned).
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Notes to the financdial statements
(continued) 28 February 2001

32 Principal subsidiary undertakings and associates {continued)
Associates as at 28 February 2001
Cauntry of incorporationy

Name principatl operation Class of business
Capital Communications Kft Hungary Public Relations
NBS Spolka z.0.60. Poland Public Relations

All subsidiary undertakings and assodiates have financial year ends which are coterminous with that of
Incepta Group plc with the exception of The RED Consuttancy Limited, which has a 16 February year
end, and Capital Communications Kit and MBS Spolka z.c.o., which have 31 Decernber year ends.
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Auditors’ report to the members of
Incepta Group plc

We have audited the financial statements on
pages 64 to 90.

Respective responsibilities of directors
and auditors

The directors are responsible for preparing the
Annual Report. As described on pages 62 and
63, this includes responsibility for preparing
the financial statements, in accordance with
applicable United Kingdorr accounting
standards. Our responsibilities, as independent
auditors, are established in the United
Kingdom by statute, the Auditing Practices
Board, the Listing Rules of the Financial
Services Authority 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 Kingdom Companies Act. We
also report to you if, in our opinion, the
directors’ report is not consistent with the
financial statements, if the Company has not
kept proper accounting records, if we have
net received all the information and
explanations we require for our audit, or if
information specified by law or the Listing
Rules regarding directors’ remuneration and
transactions is nat disclosed.

We read the other information contained in
the Annual Report and consider the
implications for our report if we become
aware of any apparent misstatements or
materal inconsistencies with the financial
statements.

We review whether the statement on pages
92 and 93 refiects the Company’s compliance
with the seven provisions of the Combined
Code specified for our review by the Financial
Services Authority, and we report if it does
not. We are not required to consider whether
the board's statements on internat control
cover all risks and controls, or to form an
opinian on the effectiveness of the Company's
or Group’s corperate governance procedures
or its risks and control procedures,

Report of the auditors

Basis of audit opinion

We conducted our audit in accordance with
Auditing Standards issued by the Auditing
Practices Board. An audit includes
examination, on a test basis, of evidence
relevant to the amounts and disclosures in the
financial staternents. It also includes an
assessment of the significant estimates and
judgements made by the directors in the
preparation of the financial statements, and
of whether the accounting policies are
appropriate to the Caompany's circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to
obtain aif the information and explanations
which we considered necessary in order 1o
provide us with sufficient evidence to give
reasonable assurance that the financial
statements are free from material
misstatement, whether caused by fraud or
other irregularity or error. In forming our
opinion we also evaluated the overall
adequacy of the presentation of information
in the financial statements.

Opinion

In our cpinion the financial staternents give a
true and fair view of the state of affairs of the
Cormnpany and the Group at 28 February 2001
and of the profit and cash flows of the Group
for the year then ended and have been

properly prepared in accordance with the
Companies Act 1985.

Pru-ip wateMou bbCCD‘P‘o 3.,
PricewaterhouseCogpers

Chartered Accountants and Registered
Auditors

London
g May 2001
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COI’pOTE\tE governandce
for the year ended 28 February 2001
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The Groug is committed to high standards of corporate governance. The board is accountable to the
Company's shareholders for good governance.

Statement of compliance

The hoard has reviewed the Campany’s compliance with the Cade of Best Practice as set out in Section 1 of
the Combined Code annexed to the Listing Rules of the Financial Services Authority {'the Combined Code’).
The board confirms that, throughout the year ended 28 February 2001, the Company has beer in

comptiance with Section 1 of the Combined Code and guidance issued by the Turnbull Committee relating
to provision D.2.1 of that Code.

Application of principles of good governance
Board of directors

The board is responsible for leading and controlling the Group. Al of the major decisions affecting the Group
are made by {he board including those relating 1o corporate strategy, operating pohicy, board appointments
and all investment decisions. Board meetings follow 2 formal agenda of matters specifically reserved for
decision by the board. Each board member receives monthly trading results, inciuding & cemprehensive
review and analysis. Prior to each board meeting, directors are sent an agenda and a full set of board papers
for each agenda item to be discussed at the meeting. Additional infarmation is provided as appropriate.

The composition and effectiveness of the board is reviewed reqularly, particularly with regard to the skills
and experience required of the executive and nan-executive directors in relation to the Graup’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-executive directors have 2 wide range of
knowledge and experience which they contribute to the board’s deliberations.

Throughout the financial year, the board of directors consisted of seven members, three of whom were non-
executive. The offices of Chairman and Chief Executive were held by separate individuals, with the former
being a non-executive roie. Currently, the board consists of four executive and four non-executive directors.
The Chairman and Chief Executive positions are held by separate individuals but are now both executive
rales. The board has narningted Robert Alcack as the Company's senior independent director. Biographies of

the current directors and their membership of the board and its committees are shown against the
individua directors' names on pages 4% ard 47.

Any director who is appointed during the year is required to stand for election at the first Annual General
Meeting after his appointment. n addition, one third of all directors are required to retire by rotation at
each Annuat General Meeting of the Company.

Al directors are abie, where appropriate, 10 secure the assistance of outside professional advice at the
Company’s expense.

Non-executive directors

‘With their different backgrounds, the non-executive directors bring a wide range of experience and
expertise to the Company’s affairs and provide independent judgement on key issues of strategy,
perfarmance 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' notice tg
expire at any time,

Threughout the financial year, the Company had three independent non-executive directers, Bob Morton,
Neil Mackay and Charles Goad, who attended monthly hoard meetings and whe were all members of the
Company’s Audit Cornmittee and Remuneration Committee. On 31 March 2001, Bob Moarton stepped
down from the board and on 1 Aprit 2007 Robert Alcock and Christian Strenger joined the board as non-
axecutive directors, the former in the capacity of non-executive Deputy Chairman,

Board committeas

Centain of the board's duties are delegated to committees of the beard, all of which have written terms of
reference and whose responsibilities and composition are as follows:

The Audit Committee ensures that an objective and professional refationship is maintained with the external
auditors, The Committee meets twice a year to discuss accounting, audit and internal contrel matters, as
well as reviewing the financial statements and compliance with accounting standards. The Group Finance
Director is invited to attend part of each meeting. The external auditors may request a meeting with the
Audit Committee at any time and one of their representatives is present at all meetings. There is provision
for the external auditors to discuss any concerns they may have with the Committee in the absence of
management if necessary. Throughout the financial year, the Committee comprised whoily of the three non-
executive directors under the chairmanship of Bob Morton. With effect from 1 April 2001, it is chaired by
Robert Alcock and comprises all four current non-executive directors.

The Remuneration Committee meets at least twice a year to review the remuneration packages and service
contracts of the directors and certain senier executives. The Committee is also responsible for administering
the Company's share option scheme. Throughout the financial year, the Committee comprised wholly the
three non-executive directors under the chairmanship of Bob Morton, With effect from 1 April 2001, itis
chaired by Robert Alcock and comprises all four current non-executive directors.

The Nomination Committee meets as necessary and is responsible for reviewing and making proposals to
the board on the appointrment of directors. Throughout the finandial year the Commitiee consisted of Bob
Mortan, Neil Mackay and David Wright and was chafred by Bob Morton. The Committee currently

comprises Robert Alcock, Neil Mackay, Charles Good, David Wright and Richard Nichols and is chaired by
David Wright.
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Relationship with institutional investors

The Company has designated David Wright and Richard Nichols as its principal spokespersons with
institutional investors, analysts, press and other interested parties.

Relationship with private investors

The board recognises that not all the Companys private investors have reguiar access to market information.

Ali shareholders are sent copies of Annual and Interim Reperts and, where appropriate, circulars and
prospectuses, and are given notice to enable them to attend the Company’s Annual General Meeting.
Shareholders whase shares are held by naminees may receive copies of such communicatians upan request,

Additionally, the Company has an internet web site, wwnw.incepta.com, on which it publishes its Annual
ard Interim Reports, press releases and other such infarmation concerning the Company’s business and

development and which enables information on the Company to reach a greater number of investors
worldwide.

Internal controis

The board of directors has averall responsibility for establishing key procedures designed to achieve a sound
system of internal controls and for reviewing its effectiveness.

The Combined Code has extended the requirement that the board reviews and reports on the effectiveness
of the Group’s system of internal controi to cover all controls induding financial, operaticnal, compliance
and risk management, Last year, the Company reported, under the ransitional arrangements then available,
that it had established procedures to ensure full compliance with this requirement from 1 March 2000.
Financial reporting

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

Operational control environment

An environment of campetence and integeity is promoted by way of stringent receuitment procedures,
reqular staff appraisals and communication of codes of conduct and control procedures by seniar
management across the Group. A dear group organisational structure is maintained with appropriate lines
of reporting and delegation of authority.

Risk management

The beard has established an ongoing process for identifying, evaluating and managing the significant risks
faced by the Group. A risk review report, which identifies key risks, the impact should they occur, and
actions being taken to manage those risks o the desired level, is produced at least half-yearly by each
business unit and by each Group departrrental head. In additior, proposed improvements to the way that
risks are managed are a'so reported. This system has been in place throughout the year under review and
1p to the date of approval of this annual report and is reviewed regularly by the board of directors. It is
designed to manage rather than to eliminate the risks inherent in achieving the Group's business objectives
and can therefore provide only reasonable and not absclute assurance against material misstatement or loss,
The risk management process is applied to all new businesses acquired by the Group as part of their
integration. The board receives regular reports on progress dunng the year.

Petaited internat financial procedures are set out for operating units, Seif-certification control questionnaires
ate completed by the head of finance at sach eperating unit and are reviewed by Group Finance and the
results are reported to the Audit Committee.

The directors are satisfied that the procedures in place throughoeut the year ensured full compliance with the
internai control requirements of the Combined Code,

Going concern
The directors have reviewed the Group's budget and cash fiow for the year ending 28 February 2002 and
cansidered outline plans for the Group thereafter. The directors are satisfied that the Company and the

Group have adeguate resources to continue in operational existence for the foreseeable future. Accordingly,
they continue to adopt the going concern basis in preparing the financial statements.

Corporate governance
for the year ended 28 February 2001
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Remuneration report
for the year ended 28 February 2001
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Incepta Group has establisned a Remuneration Committee to address all matters relating to the
remuneration of its key executives.

The constitution and responsibility of the Remuneration Committee

The Remuneration Committee’s principal function is to determine the remuneration packages of the
executive directors. 1 reviews the performance of the executive ditectors and sets the scale and structure of
their remuneration and the basis of their service agreements with due regard to the interests of
shareholders. No executive director may participate in decisions regarding his own remuneration.

The Committee also makes recommendations to the board concerning the allocation of share options to
employees.

The Committee consists solely of non-executive directors. During the course of the finandal year, the
Remuneration Comnmittee was chaired by Bob Morton and also comprised Neil Mackay and Charles Good.
With effect from 1 April 2001, Robert Alcock {non-executive Deputy Chairman) was appointed Chairman of
the Remuneration Committee. A% the same time, Christian Strenger joined the Committee. The Committee
has access to professional advice as and when it considers it necessary.

Remuneration policy

in determining remuneration packages, the Remuneration Committes has regard to the importance of

attracting, retaining and motivating 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 challenging 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 eon an annual basis, currently 1 March, after considering
the individual’s performance, responsibilities and market trends. Particular regard is paid to salary levels in
companies of a comparable 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 o achieve short-terr performance targets related 1o
earnings per share growth. in addition, the Committee may also award individual discretionary bonuses,

For the year under review, the executive directors were awarded bonuses on meeting earnings per share
growth targets for the year. Anthony Carlisie alse received a bonus relating to the performance of the
consulting division of Citigate Dewe Rogerson.

Pensions

Pension contributions are made to the executive directors’ pension plans. David Wright, Kevin Steeds and
Richard Nichols currently participate in a company maney purchase pension plan. The Company contributes
10% of annual salary to the pension plan. The Committee allows each director, at his own discretion, to
make a satary 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, which is paid into his
personal pension scheme arrangements.

Share options

The Committee decided to award share options to certain key executives in the core operating subsidiaries

during the course of the year, maintaining the commitment to the philosophy of wide and deep share
ownership across the Group.

The executive directors are entitled to participate in the Incepta Group Savings Related Share Option
Scheme.

Service contracts

David Wright, Richard Nichols, Kevin Steeds and Anthony Carlisle all have service agreemeats with the
Company terminable by either party giving to the other not less than twelve months written netice.
Outside appointments

Tne Group expects that executive directors will operate under fult tirne service contracts and would not
normally accept appointments cutside 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
executives concerned. Any such appointment would require the approval of the Committes and it would be
expected that any payment far such services would be retained by the executive.

Non-executive directors

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

directars have signed a fetter of appaintment terminable by either party on six months notice to expire at
any time,




Directors’ remuneration and interasts
for the year ended 28 February 2001

The remuneration of each director for the year ended 28 February 2001 was as follows:

Basic salary/

Pension Cash value of Total emoluments  Total emofuments
fees Bonus wontributions  benefits in kind 2004 2000
£ £ £ £ £ £
Executive directors

David Wright {13 300,000 300,000 30,000 3.065 633,065 577,440
Richard Nichols (2} 180,000 180,000 18,000 134 378,134 369,375
Anthony Carliste (3) 300,000 200,000 60,000 2,469 562,469 501,796
Kevin Steeds (4) 175,000 175,000 17,500 1.686 369,186 339,193

Non-executive directors  (5)
Bob Morton* 25,000 - - - 25,000 22,500
Neil Mackay 18,000 - - - 18,000 16,500
Charles Good 18,000 - - - 18,000 16,500
Robert Alcock** - - - - - -
Christian Strenger** - - - - - -
2.003.854 1,843.304

Resigned from the board on 31 March 2001
Appointed ta the board on 1 April 2001

(1) David Wright was the highest paid directer for the year under review. Under his service contract,
he was paid a salary of £300,000 in the year to 28 February 2001. The Company also contributed
10% of annual salary to the executive’s pension plan. Under the salary sacrifice arrangements in
place, he elected to direct £16,300 of his annual salary to his pension.

David Wright was also awarded a bonus of £300,000 based on the Group's financial perfarmance
far the year.

{2) Richard Nichols, under his service contract, was paid an annuai salary of £180,000 in the year to

28 February 2001. The Company also contributed 10% of annual salary 1o the executive’s
pensicn plan.

Richard Nichols was also awarded a bonus of £180,000 based on the Group's financial
pertormance for the year.

{3) Anthony Carlisle, under his service contract, was paid an annual salary of £300,000 in the year

to 28 February 2001. The Company also contributed 20% of annual safary to the executive’s
pension plan,

Anthony Carlisie was aiso awarded a bonus of £200,000 in relation to his performance for the
consultancy division of Citigate Dewe Rogerson in the period.

(4) Kevin Steeds, under his service contract, was paid an annual salary of £175,000. The Company
also contributed 10% of annual salary to the executive’s pension plan, Under the salary sacdfice
arrangements in place, he elected to direct £17,500 of his annual salary to his pension.

Kevin Steeds was also awarded a bonus of £175,000 based on the Group’s financial performance
for the year.

(5) in their capacity as non-executive directors to the Group, Bob Morton, Neil Mackay and Charles
Good received annual fees of £25,000, £18,000 and £18,000 respectively.
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Directors’ remuneration and interests
for the year ended 28 February 2001

Shareholdings

The directors in service at 1 March 2060 and who served during the year held interests in the ordinary
share capital of the Company as follows:

As at 1 March 2000 As at 28 February 2001

As at B May 2001
Executive
David Wright 10,490,028 10,490,028 10,490,028
Richard Nichols 800,000 800,000 200,000
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 nfa*
Neil Mackay 508,181 508,181 508,181
Charles Good 4,752,256 3,265,689 3,265,689
Robert Alcock*** nfa* nfa* 5,000
Christian Strenger*** nfa* n/a* -

*

not applicable as not a serving director at that date
** resigned from the board on 31 March 2001
*** appointed 10 the board on 1 Aprit 2001

The above shareholdings were all beneficially held except for 2,109,276 ordinary shares attributable to
Charles Good and 192,034 ordinary shares attributable 1o Neit Mackay which were non-beneficially held,
included in the holding of Bob Mortor are 2,500,000 shares held by Southwind Limited, an investment
company which is uitimately 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 directers’ Interests in share options under the Company’s share options are included in the tables
below:

Incepta Group plc Employee Share Option Scheme

The Incepta Group plc Employee Share Option Scheme was established on 4 Novernber 1988 for a term
of 10 years. Accordingly, no further options have been granted under the Scheme during the current
financial year. The table below summarises all outstanding options currently issued under the scheme.

In normat drcumstances, the options may be exercised at any time between the third and tenth
anniversaries of their date of grant.

Exercisable between

5 July 1996-2003

Held on Exercised Held on Held on Exercise
1 March during 1he 23 February 3 May price per
2000 year 2001 2001 share
Director
Richard Nichols 120,000 - 120,000 120,000 21.40p 29 October 2000-2007
Employees
Total by exercise price 375,000 (375,000) - - 15.67p 8 October 1994-2001
250,000 (250,000 - - 2450p
140,000 - 149,000 140,000 31.00p 1 September 1996-2003
40,000 - 49,000 40,000 12.50p 31 Janwary 1998-2065
1,700,000 (200,000) 1,500,000 1,100,000 10.50p 5 january 1999-2006
146,000 - 146,000 146,000 20.50p 18 July 19998-2006
1,005,000 {355,000 650,000 650,000 21.40p

3776000 (1,180,0000 2,596,000 2,196,000

29 October 2000-2007

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. In normal circumstances, the options may be exercised at
any time between the third and tenth anniversaries of their date of grant, provided that performance
conditions relating to earnings per share grawth to which they are subject have been fulfilled.

Held en Graoted Held on Held an Exercise
1 March auring 28 February 8 May price per
2000 the year 2001 2001 share Exercisable between
Director
Richard Nichols 1,000,000 - 1,000,000 1,000,000 24.50p 4 May 2002-2009
Employees
Total by exercise price 825,000 - 825,000 825,600 23.25p 22 Septerber 2001-2008
2,175,000 - 2,175,000 2,175,000 24.50p 4 pay 2002-2009
2,185,000 - 2,185,000 2,185,000 55.50p 12 Cctober 2002-2009
200,000 - 200,000 200,000 100.50p 25 January 2003-2010
- 150,000 ] 150,000 150,000 129.00p 20 October 2003-2010”
T e 5,385,000 150,000 6,535,000 6,535,000 ) ' )
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for the year ended 28 February 2001

Incepta Group plc Executive Long Term Incentive Plan

The incepta Group plc Executive Long Term Incentive Plan was established by the Company at its
Annual General Meeting on 7 July 2000, for a term of 10 years. In normal circumstances, the options
may be exercised at any time between the third and tenth anniversaries of their date of grant to the
extent that they have vested, provided that performance conditions relating to 2arnings per share
growth to which they are subject have been fulfilled. Options will vest in respect of one third of the
shares on each of the third, fourth and fifth anniversaries of the date of grant.

Granted Lapsed

Held on Held on Exercise
during the during the 28 February 8 May price per
year year 2001 2001 share
Employees
Total 3,474,000 {300,000 3,174,000 3,154,000 129.0p

The Group is committed 1o a philosophy of wide and deep share ownership. As such, the Group has
introduced a Savings Related Share Cption Scheme in each of the last three years to enable every
employee 1o particpate in the growth of the Group. The tables below summarise the current options
issued and outstanding under each of the three schemes.

Incepta Group plc 1998 Savings Related Share Option Scheme

Held an Execcised Lapsed

Held an Held on Exarcise
1 March during the during the 28 February 8 May price per
2000 year year 2001 2001 share
Directors
David Wright 38,240 - - 38,240 38,240 15.2p
Richard Nichols 38,240 - - 38,240 38,240 15.2p
Kevin Steeds 38,240 - - 38,240 38,240 15.2p
Employees
Total by exercise date 1,821,102 {22,508) (82,043} 1,626,581 1,826,581 15.2p
12,746 - - 12,746 12,746 15.2p
8,922 - (8,922) - - 15.2p
7,648 - - 7,648 7,648 15.2p
108,374 (107,949 {1,425) - - 15.2p
2,184,512 {130,457) {92,360) 1,961,695 1,961,695
Incepta Group plc 1999 Savings Related Share Option Scheme
Held on Exercised Lapsed Held on Held on Exercise
1 March during the during the 28 February 8 May price per
2000 year year 2001 2001 share
Directors
David Wright 5771 - - 5771 5771 47 Op
Richard Nichols 5,771 - - 51N 5,771 47 Cp
Kevin Steeds 5771 - 5771 5771 47.0p
Employees
Total by exercise date 184,688 {4,160) {10,701 169,827 169,827 50.0p
1,504,737 {425) (168,666} 1,335,646 1,333,998 47 O0p
"' 1,706,738 @585  (179.367) 1,522,786 1,521,138
Incepta Group plc 2000 Savings Related Share Option Scheme
Granted Lapsed Held on Held on Exercise
during the during the 28 February 3 May prica per
year year 2001 200 share
Directors
David Wright 748 - 748 748 103.6p
Richard MNichols 748 - 748 748 103.6p
Kevin Steeds 748 748 748 103.6p
Employees
Total by exercise price 953,678 (20,252) 933,426 932,304 103.6p
281,183 - 281,183 281,183 110.0p
11,114 - 11,114 11,114 139.5p
1,248,219 {20,252) 1,227,967 1,226,845

Exercisable between

20 October 2003-2010

Exercisable between

1 January-30 June 2002
1 January-30 June 2002
1 January-30 June 2002

1 January-30 lune 2002
1 February-30 Suly 2002
1 May-31 Qctober 2002
1 July-31 December 2002
1 January-30 June 2001

Exercisable between
1 January-30 lune 2003

1 January-30 June 2003
1 jznuary-30 June 2003

1 January-30 June 2002
i January-30 June 2003

Exercisable between

1 January-30 June 2004
1 January-20 June 2004
1 January-30 jfune 2004

1 January-30 June 2004
1 January-30 June 2003
1 January-30 june 2004
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Directors’ remuneration and interests
for the year ended 28 February 2001

Other schemes

Certain former directors and employees of Citigate Communications Group Limited hold share options
over the Company’s shares under separate schemes. The replacement option schemes resulted from
options originally held under the Citigate Communications Group Limited Approved Executive Share
Option Scheme and sought to place each option holder in a similar position to that which they were in
before the acquisition by Incepta in March 1997. The shares in Incepta Group plc, over which these
options have been granted, are already issued and are 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 during the during the 28 February 8 May price per
2000 year year 2001 2001 share Exercisable between
Directors i
Kevin Steeds 216,098 - - 216,093 216,093 4.36p 25 April 1998-2005
Employees
Tota) 464,610 (464,610) - - - 4.26p 25 Apt 1998-2005
T T T T esn08 0 Weagley & 216008 28098 7
As a result of the deferred consideration payable under the acquisition of Citigate Communications
Group Limited, the Citigate Employes Share Trust also issued the following unapproved share options
an 1 july 1998. The unapproved options may be exercised after 31 January 1995 and only if there has
been no exercise prior to 1 February 1999 of the approved replacement option as detailed above,
Citigate Communications Group Limited Unapproved Executive Share Option Scheme
Held on Exercised Lapsed Held on Held on Total
1 March during the during the 28 February 8 May exercise
2000 year year 2001 1004 price xercisable between
Directors
Kevin Steeds 110,505 - - 110,505 110,505 £1 1 February 1999-1July 2005
Employees
Total 237,585 (237,585) - - - £1 1 February 1999-1July 2005
T T T T T 3480000 (237.585) 7 Tqwes0s T T1wos0s 0
Share price
The market price of Incepta Group plc shares as at 28 February 2001 was 107.0 pence per share.
The price ranged from 96.5 pence per share to 183.0 pence per share during the financial year.




Notice of Annual General Meeting

Notice is hereby given that the Annuai General Meeting of Incepta Group plc will be held at 26 Finshury Square, London, EC2A 15H on 6 July 2001 at
12 noon for the transaction of the following business:

Ordinary Business

Resolution 1

To re-elect Richard Nichols as a director of the Company, who retires by rotation in accardance with the Articles of Association.
Resolution 2

To re-elect Neit Mackay as a director of the Company, who retires by rotation in accordance with the Articles of Association.
Resolution 3

To elect Robert Alcock, being a director of the Company appointed on 1 April 2001, who retires in accordance with the Articles of Association,
Resolution 4

To elect Christian Strenger, peing 2 director of the Company appointed on 1 Aprit 2001, who retires in accordance with the Articles of Association.
Resolution 5

To elect Michae! Butterworth, being a director of the Company to be appointed before the Annual General Meeting, who retires in accordance with the Articles
of Association.

Resolution 6

That the directors be generally and unconditionally authorised:

{a) to exercise the power contained in the Articles of Association of the Company as from time to time varied so that, to the extent and in the manner determined by
the directors, the holders of ordinary shares of 1p each in the capital of the Company be permitted to elect to receive new ordinary shares, credited as fully paid,
instead of the whole or any part ¢f any dividends (including interim dividends) paid by the directors or declared by the Company in general meeting (as the case
may be) during or in respect of any financial year of the Company ending on or prior to 28 February 2006, including the final dividend for the financial year ended
on 28 february 2001; and
10 capitalise the appropriate nominal amount of the new ordinary shares falling to be alfotted pursuant to any electicns made as aforesaid out of the armount
standing to the credit of any reserve or fund {including the profit and loss account, share premium account, capital redemption reserve or any cther non-
distributable reserve), whether or not the same is available for distribution, as the directors may determing, 1o apply such sum in paying up such ordinary shares in
full and to allot such ordinary shares to the shareholders of the Company validly making such elections in accordance with their respective entitterments.
Explanation of Resclution 6

This resolution, which will be proposed as an ordinary resolution, relates to the Company’s proposal to allow sharehoiders to take dividends in the form of
shaves instead of cash as described in a separate letter from the Chairman dated 1 June 2001,
Resolution 7

That the directors” report and financial statements of the Company for the year ended 28 February 2001 be received and adopted.
Resolution 8

b

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

Resolution 9

To declare a final dividend of 0.60 pance ret per ordinary share.

Resolution 10

That the Company be and is hereby authorised to:

a)  make donations to €U Political Organisations; and

b} incur EU Political Expenditure

in an aggregate amount not exceeding £100,000 during the period ending on the date of the Company’s Annual General Meeting in 2002. Such authority shall extend
to enable any such donation to be made or expenditure to be incurred by the Company or by its wholly owned subsidiary Citigate ‘Westminster Limited, trading as
Citigate Public Affairs. For the purposes of this resolution, “donations”, “EU Political Organisations” and “EU Political Expenditure” have the meanings set out in Part XA
of the Companies Act 1985 {as amended by the Political Parties, Elections and Referendurns Act 2000).

Explanation of Resclution 10

Authority is sought to enable the Company to enter into financial arrangements with organisations which may fall within the definition of “political crganisations” under
the Political Parties, Elections and Referendums Act 2000 (the "Act”) which came into force on 186 February 2001 and which contains restrictions cn companies making
donations or Incurring expenditure in relation to EU Political Organisations. The Act requires companies 1o seek shareholder approval for donations 10 organisations
within the European Union which are, ot could be, categorised as £l Palitical Qrganisations as provided for by the Act.

Although the Company does not intend to make donations to political parties within the normal meaning of that expression, as part of its nerma! work on behalf of
clients and as part of its own marketing, the Company’s public affairs subsidiary, Citigate Westminster Limited, trading as Citigate Public Affairs, needs to attend or
sponser events which are organised by the political parties or other political organisations, for which a charge is made. The Company may also from time to time invite
clients and prospective clients to attend events that could fall within the meaning of the Act's provisions. The Act defines “donations” very broadly such that this sort of
activity would fall within its ambit. It simifarly defines EU Political Qrganisations very widely such that it may include, for example, bodies concernad with policy review
and law reform, with representation of the business community or with the representation of their communities or special interest groups which the Company may wish
ta support.

The Company believes that the authority proposed under this resolution 1o allow it to fund activity which would bear the much broader meaning cf a donation, as
provided for by the Act, to a timif of £100,000 is necessary.

kn accordance with the Act the Company will make disclosure in its next Annual Report of any danation made by it te an EU Bolitical Organisation ar any EU Political
Expenditure incurred which is in excess of £200.

Special Business

Resolution 11

That the authorised share capital of the Company be increased from £6,100,000 to £9,100,000 by the creation of 300,000,000 additional ordinary shares of 1
pence each to rank pari passu in all respects from their date of issue with the existing ordinary shares of 1 pence each of the Company.

Explanation of Resolution 11

This resoluticn, which will be propesed as an ordinary resolution, will increase the Company’s authorised share capital. Institutional quidelines effectively provide
that the Company should restrict the amount of “headroom” (.¢. the difference between 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 (by 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 Cempany). The directors
therefore now wish to take this opportunity to increase the authorised share capital to create some new free “headroom” and to allow for the issue of scrip
dividends. The resofution proposes an increase of the existing authorised share capital ot approximately 49%.
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Resolution 12 :

That the directors be and hereby are generally and unconditionally authorised pursuani 1o section 80 of the Companies Act 1985 {"the Act”) to exerdise all
powers of the Campany to allot, grant options over, 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 1o an aggregate nominal amount of £4,587,662 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 resciution save that, before such expiry, the Company may make any
offer or agreement which would or might require relevant securities to be allotted after such expiry and, notwithstanding such expiry, the directors may allot

relevant securities in pursuance of any such offer or agreement, and provided further that all unexercised authorities previously granted to the directors to allot
relevant securities be and are hereby revoked.

Expianation of Resoiution 12

Resolution 12 which will be proposed as an ardinary resolution, would give the directors authority to allot shares up to a maximum nominal amount of
£4,587,662 being the whole of the authorised but unissued share capital of the Company and representing 101% of the Company's current issued share
capital. This amount of authority is required to provide the directors with flexibility to allot shares up to approximately one third of the Company's issued share
capital in addition to allowing for the allotment of shares in respect of deferred consideration which may fall due pursuant to acquisitions, on the exercise of
options and also an the issue of scrip dividends. The existing autharity would be revoked and this authority would expire on the date of the 2002 Annual

General Meeting or 5 Cctober 2002, whichever is the earlier. Save as set out above, the directors have no present intention of exercising this authority.
Resolution 13

That subject to the passing of Resolution 12, the directors be and are hereby empowered pursuant to section 95 of the Companies Act 1985 (“the Act”) 1o
allot equity securities (25 defined in section 94(2) of the Act) for cash pursuant 1o the general authority conferved on them by Resolution 12 as {f section 83(1}
of the Act did not apply to any such allotment provided that this power shall be limited to:
(ay the allotment of equity securities in connection with an offer of securities {whether by way of a rights issue, open offer or stherwise), open for acceptance
for a period fixed by the directors, to holders of ordinary shares on the register on any fixed record date in proportion to their holdings of ordinary shares,
subject 10 such exclusions or other arrangements as the directors may deem necessary or expedient in relation 1o fractional entitlements or legal or '
practical problems arising under the laws of, or the requirements of any regulatory body or any stock exchange in any territory; and
{b) the aliotment {ctherwise than pursuant to paragraph {2) above) of securities up to an aggregate nominal amount of £225,616
and shall expire, unless previously renewed, revoked or varied by the Company in general meeting, at such time as the general authority conferred on the
directors by Resolution 12 expires save that, before the expiry of this power, the Company may make any offer or agreement which would or might require

equity securities to be allotted after such expiry and, notwithstanding such expiry, the directors may allot equity securities in pursuance of any such offer or
agreement.

Explanation of Resolution 13

Resolfution 13 will be proposed as a special resolution and would renew the pawer 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 did not apply:

{a) in respect of the whole of the authorised but unissued share capital in connection with an offer to existing shareholders (to allow the directors to take
action to overcome certain practical difficulties which could arise in the case of such an offer}, and

{(b) up to a nominal amount of £225,616, being 5% of the current issued share capital of the Company {to give the directors some flexibility in financing
business opportunities as they arise).

This pewer would expire on the date of the 2002 Annual General Meeting or 5 October 2002, whichever is the earlier.

Resolution 14

That the Company be and is hereby unconditionally and generally authorised pursuant 1o Article 11.4 of the Articles of Association of the Company and in

accordance with 1he provisions of section 166 of the Companies Act 1985 {“the Act™), 1o make market purchases {as defined in section 163 of the Act) of
ordinary shares of 1 pence each in the capital of the Company provided that:

{@) the maxirurn number of orginary shares hereby authorised to be purchased is 45,123,377;

(B the minimum price which may be paid for any such ordinary share is 1 pence per share;

1)  the maximum price which may be paid for any such ordinary share i3, in respect of a share contracted 1o be purchased on any day, an amount equal 1o
105 % of the average of the middle market gquotations 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

the authority hereby conferred shall expire cn the date of the 2002 Annual General Meeting or 5 October 2002, whichever is the earlier (but so that this

power shall enable the Company to make offers or agreements befare the expiry of this authority which would or might require ordinary shares to be
purchased by the Company after the expiry of this power),

Explanation of Resoclution 14

In certain circumstances it may be advantagecus for the Cempany 10 purchase its own shares. Resclution 14, which will be proposed as a special resclution,

seeks authofity from sharehoiders to do so, such authority to expire on the date of the 2002 Annuat General Meeting or 5 October 2002, whichever is the

eartier. The directors intend to exercise this power only if and when, 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 inta account befare deciding upon this course af action. Any shares purchased in this way will be

cancelied and the number of shares in issue will be accordingly reduced.

This resolution specifies the maxitwum number of shares which may be acquired (being 10% of the Company’s issued share capital as at 8 May 2001 of
451,233,772) and the maximum and minimum prices at which they may be bought.

(d)

The board unanimousiy recommends sharehelders to vote in favour of Resolutions 1 to 14 above.

i
By order of the board Registered Office; :
RS Nichals 3 London Walt Buildings :
Company Secretary London Wall

London

8 May 2001 EC2M 55Y
Notes
1.

A shareholder entitled to attend and vote at the meeting is entitled to appoint one or mere proxies (o attend and, on a poll, vote instead of him. A proxy need not bea
shareholder 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 authority (if any} under which it is signed or a duly certified copy of such power

or authority must be deposited with the Company's Registrars, Lloyds TSB Registrars, The Causeway, Worthing, West Sussex, BNB9 6ZL not later than

12 noon on 4 July 2001 being 48 hours before the meeting.
3. Inthe case of a Corporation, the Formn of Proxy should be under its Common Seat, or under the hianeg of an officer of the Corporation duly authorised in that behalf,
4.

Copies of the following documents, which are available for inspection at the Registered Office of the Company during usual business hours on any weekday (Saturday

and public holidays exceptad) will also be avalable for inspection at the place of the Annual General Meeting from 9 am. on the day of the mesting uniil the 5
conclusion of the meeting: -

{a) copies of service contracts of the directdrs 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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