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Forward -Looking Statements

In connection with the provisions of the Private Securities Litigation Reform

Act of 1995 the Reform Act the Company may include forward-looking statements

as defined in the Reform Act in oral or written public statements issued by or on

behalf of the Company These forward-looking statements may include among other

things plans objectives projections and anticipated future economic performance

based on assumptions and the like that are subject to risks and uncertainties As

such actual results or outcomes may differ materially from those discussed in the

forward-looking statements Important factors that may cause actual results to differ

include but are not limited to the unanticipated loss of material client or key

personnel delays or reductions in client advertising budgets shifts in industry rates

of compensation regulatory compliance costs or litigation natural disasters or acts of

terrorism the Companys exposure to changes in the values of major currencies

other than the UK pound sterling because substantial portion of its revenues are

derived and costs incurred outside of the United Kingdom and the overall level of

economic activity in the Companys major markets which varies depending on

among other things regional national and international political and economic

conditions and government regulations in the worlds advertising markets In light of

these and other uncertainties the forward-looking statements included in the oral or

written public statements should not be regarded as representation by the

Company that the Companys plans and objectives will be achieved

EXHIBIT INDEX

Exhibit No. Description

Cover Letter from the Group Chief Executive
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Pursuant to the requirements of the Securities Exchange Act of 1934 the

registrant has duly caused this report to be signed on behalf of the undersigned

thereunto duly authorized

WPP PLC

Registrant

Date 31 May 2013 By Is Paul W.G Richardson

Paul W.G Richardson

Group Finance Director
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We are delighted to enclose your copy of the 2012 Annual Report and Accounts which gives further details on our record twenty-seventh year

2013 has also started in line with our expectations

As always the Report is written for number of different audiences for clients both current and prospective for our people for analysts the

financial community and our share owners throughout the world

In recent years we have drawn visual inspiration for our Reports from India China Africa Brazil the US Eastem Europe and last year the UK all

important markets for our clients and companies This year we have taken our visual cue from the fast growing market of Indonesia and feature the

vibrant work of Erica Hestu Wahyuni

hope you enjoy its look as well as its content As always your views would be very welcome

Best wishes

Is Sir Martin Sorrel

Sir Martin Sorrell

Group Chief Executive

msorrell@wop.com

Enc

Advertising Media Investment Management Information Insight Consultancy

Public Relations Public Affairs Branding Identity l-lealthcare and Specialist Communications

27 Farm Street London WIJ 5RJ Telephone 44020 7408 2204 Fax 44 020 7493 6819 www.wpp.com

WPP plc Registered in Jersey under number 111714 Registered Office Queensway House Hilgrove Street St Helier Jersey JEI IES
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The fast read

Our mission

To develop and manage talent

to apply that talent

thioughout the world

for the bench of clients

to do so in partnership

to do so with protit

Within the WPP Group our clients have access to companIes with

all the
necessary marketing and communications skills companies

with
strong and distinctive cultures of their own famous names

many of them WPP the parent company complements these companies
in three distinct ways

1ir First it relieves them of much administrative work Financial

matters such as planning budgeting reporting control treasury tax

mergers acquisitions investor relations legal affairs and internal and iJ

are cmordinated centrally

Second the pa rent company encourages and enables operating

companies ot different disciplines to work together for the benefit

of clients it also plays an acrosstheGroup role in the management
of talent property procurement IT knowledge sharing practice

development and sustainability

And finally WPP itself function as the 21st ecntui equis ikm

of the full set vice igeney
g01 some clients predoininanth thosm ith

1st geogriphical sptead Ind need fot wide ringe of mrkrtino

services WPP can act as portal to provide single point of contact

and accou nta hi ity

Pead more about our role on page 14

byiM roll

The
grey swans of the Middle East the Eurozone soft or hard landings

in the BRIGs markets uncertainty over Britains place in Furope and

the unresolved US fiscal crisis will weigh on 2013 However the desire

for branding and differentiation in the fasoexpanding economies of Asia

Latin America Africa and the Middle East and Central and Eastern

Europe and tile growth of media investment management and digital in

its myriad forms mean continued demand for advertising and marketing

services Big data the application of technology horizontality and the

recruitment and nurturing of the best talent from around tile world will

ensure WPP meets those needs

Sir Martin Sorrolls article begins on page 84

by Jeremy Bulimore

Unless we consciously cultivate iheory of Mind we risk experiencing

form of blindness that has probably contributed to more wars family

alienations political failures and wastes of marketing nionev than any

other single cause

Jeremy Bullmores essay can be read in full on pages 103 to 105

WPP ANNUAL TIEPOI1T 2012



The fast read

wwdoing
2012 our twenty-seventh year

was another record one with

revenue profitability headline

margin and earnings per

share all reaching new highs
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Rcvenue

Headline EBITDA2

Hoadline operating profit2

Reported operating profit

Headline PBIT

Headline PBIT margin2

Headline PuT

Reported PBT

Headline earnings2

Reported earnings

Headline diluted earnings per share24

Reported diluted earnings per share4

Ordinary dividend per share

Ordinary dividelid per APR3

At 17 April 2013

Ordinary share price

APR price

Market capitalisation

734p

628p

2fllp

$226

ported billings weie down slightly at bilhon but up

wdl over in otistaut currencies Revenues were up lo 10

10 hill ion and almost Ii con rant rr nctc Including

00 of issociatcs1 revenue is cstnnat to tot il oser 1111100

Our nenues profit and market capitalisation xceeiled all or

orlipetitors for the filth consecutive yeai and by tticr iswg amounts

leadlinc P811 is up ovet to All billion ag inst 429

billion in 2011 and up ov 11% in constant cnn metes leadhinc P1311

nargtri was V8% ii 2012 against 11 3O last lear in line with tal get

Ieadluie 811 lA increased to 716 billioi lit idime

piofit -for tax was up ow to Il 317 bilho and xcportcd profit

2012

44405rn
10373m

li1756m

1459m
1241m

l48%

l317in

092m

966m
1823m

2011

44 92m
100 2rn

11 640m

13óarn

L192rn

142rn
34 317

11229

SOOn

882ni

840rn

6/7p

64 Tip

24 60p

$19

12 465rn

8tlrn

67 Pp

$52 23

hc8554r1

cxng-

09

170

14

171

72

83

20

81

26

159

1147

44

139

31 TI

396

31

Net debt at year-end

Average net debt5

Ordinary share price at year-end

APR prIce at year-end

Market capitahsation at year end

2821m

3203m
888 Op

$1290

11237m

O27Op
$78 57

13003m
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The fast read

How weTe Ttothg

The cutoututte.n of heudtite ChIT ts set out

to note St of the ffrsunctcst stutesoents

before tax was up over 8% to 1.092 biilon Diluted headline earnings

per
share were up over 8% to 73.4p an all-time high diluted reported

earnings per
share decreased by over 2% to 62.8p reflecting the

exceptional release of prior year tax provisions in 2011

Dividends were increased by almost 16% to 28.Slp record level

This represents dividend pay-out ratio of 39% on headline diluted

earnings per share

Free cash flow and net debt

Free cash flow strengthened to 1094 billion in the year over billion

for the second consecutive year Net debt averaged 3.2 billion in 2012

up 0.4 billion at 2012 exchange rates and net debt at 31 December

2012 was 2.8 billion 0.3 billion higher than 2011 reflecting

increased spending on acquisitions and higher dividends Average net

debt was around times headline EBITDA in 2012 compared with

1.7 times in 2011 well within the Groups current target range of

1.5-2.0 times

..sctee55cu

Our reported revenue growth for the year of 3.5% wns impacted Lw the

strength of sterling primarily against the Euro On constant cuntency

basis which excludes the impact of currency movements revenues were

up almost 6%
on like-for-like basis which excludes the impact of currency

and acquisitions revenues were up 2.9% with gross margin up 24%
reflecting pressure on gross margins in the Groups Consumer Insight

custom businesses in mature markets In Q4 like-for-like revenues were

up 2.5% an improvement on Q3 of 1.9% due to stronger growth in all

regIons except North America This reflects reversal of the declining

quarterly like-for-like revenue growth trend which went from 4% tn

QI to 3% in Q2 and to 2% in Q3

Geographic performance

our strongest region in 2012 was again Asia Pacific Latin America

Africa and the Middle East and Central and Eastern Europe with

constant currency growth of over 9% and like-for-like growth of over

8% Latin America delivered the strongest growth with constant

currency revenues up almost 13%

.5

Noel ecu

tiC

55 hi tot ojoi

Slut csTh sin
Al iuMti dl Sst iril

ott ret rn cc
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Western ontiner toil urope although rciitiselv tnoie Jibe tilt

letu thy showed some nupt Ovenhent in Q4 di
year revenue growth

ill Onstitit currencies was well ovet wh it like for like growth

ni onl sli4htly sitite at

4dvei Using md Media Investment Man igement rein mined the strongest

er for in tog th ull ann Ccvi ins uo in constant en rrcneies

and likt for ike Growth in the Groups Media Investment

nagenmeni businesses was vet consistent throughout the year with

in taut currency revenues up owi 12% for the ar md like for like

growth of Ii OH lit combined reported op ra ing nmaigin of this sector

improted hi 1.6 at gin points to 1%

onsuim insl4ht revenut grew on constant crirre ne basis

with gi ow mar gin 0.8 On like for like basis it venues wen up

ith gross it ltf in down .I honever tist businesses ni

Nster tOw th nai kets and syndicated itid send syndicated btisinesses

ni all in mrkets main robust with stronp like lot like revenue gi owth

Out Public Relations Public \lfairs btisinesse ad itO re

difIi tilt year with full eai growth in constant ew tern inS 114 20
md ke for like icy ones don OH Open ting in ii pns lilly
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At tli Groups Branding Ide nt its Flealihe are and Specialist

oinmrntieations businesses nieludtiig diree digital md inter ietive
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The fast read

.HoW weir doinq

Our reason for being the justification for WPPs existence continues to he to add value to our clients

busiiesses and our peoples careers

Our goal remains to he the worlds most successful provider of communications services to multinational

regional and local companies not just the largest To that end we have four core strategic priorities

Increase the share of

revenues from 1aster

growing markets ot

Asia Pacific Latin

America Africa and

the Middle East and

Central and Eastern

Europe to 3540%

Increase the share of

revenues of new media

to 3540%

Increase the share

of more measurable

marketing services

such as Consumer

insight and direct

digital and interactive

to be more than 50%

of revenues with

focus on the application

of new technology

big data and digital

Achieve horizontality

by ensuring our people

work together for the

benefit of clients

primarily through two

horizontal integrators

client leaders and

Country Managers

if we implement this
strategy effectively then our business will be geographically and functionally

well positioned to compete successfully and to deliver on our longterm fitiancial
targets

nu md gi oss ma gin grosi gri iti th in thi industry ms ir mgi suppk minted
ucqui sitions

\nnu il impi os cnucnr in opci iting margin of margin points om mm dipinding on isinuc

growth and staff cost to revenue ratio improvement of 0.3 margin points or more

Annual PElT growth of 10% to 15% delivered through revenLie growth margin expansion

and acquisitions

Our letter to share owners starts on page 20

Our 2012 financial statements are presented in full on pages 171 to 227 and at wwwwpp com/mvestor

U/PP ANNUAL REPORT 2012
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Philip Lader

1arrn of Ninu coo

md vi in mncc Committee

Mcmlx of the ompcntat ion

olllflhittee

Sir Martin Sorrell

Chief evicut vi

Paul Richardson

monet dint ctoi

boirman of the Sustainahility

Committee

Mark Read

Sir iii gy din Clot

hid xn utive WPP 1imta1

Cohn Day
\lcnibcm of hr Audit omnnittce

mud otopt tion imnmrttee

Esther Dyson

Membem ol th Con em it ion

onimit tee and Non iou ion

and Got crnao onimmttce

Orit Gadiesh

\kniber of thr Nomination

and O\ ci nanec Noun mtiec

Ruigang Li

Stanley Bud Morten

Koichiro Naganuma

Lubna Olayan

cuntil 13 June 2012

\lunbem of rhi Nommirammon

mod Govnm nan olnmmttec

Jeremy Builmore

John Jackson

Richard Rivers

Marie Capes

Directors biographies appear ott pages
108 to 111

John Quelch

Jeffrey Rosen

hamrni in ot the omupensatlomr

omnnniter

kmbcm ot the Audit onunittce

Seniom independent dimeetor

Timothy Shnver

J\It tuber ot the Conipensmtion

Conimit tee

Paul Spencer

hamimari of th \ue it Conirnitic

So Trujtllo

Member ol the ud omnnllttc
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Governance

fhe Board of Jircctors is

coliectis ely accountable to the

cinpanys share owners for good

corporate gos ernance and is

committed to achieving compliance

wi the principles of corpoi ate

gosernance set out in the UK
Coi porate Governance ode

Our goal is to comply

ss ii relevant laws regulations

and guide nes such as the 1K

ui 01 atr Gos urnance ode
the US Sarbanes Oxley Act 2002

thc NASI \Q rules and where

practicable ith the guidelines

issued by institutional investors

mu their reprrsentative bodies

WPP operan system

of nternal control which is

maintained and reviewed in

iccordance ith the 1K

orporate
Gun ernance Code

and the guidance in the furnbull

Report as well as the ides ant

prousions of the Securities

Fxchange Act and related

SEC rules as the1 currently ippiy

to the Company in the opinion

of he Board the oinpans has

complied thronghout the year with

the UK Corporate Governance

Code the urnbull Report and

also with the reles ant provisions

of the Securities Exchange Act

1934 and SFC rides

Our five areas of focus are

he impact of our work for

clients Our companies acts ise

clients on sustain ability helping

them to refine their strategies and

create compelling coin munication

salue of client business

supported by our sustainability

credentials was worth at least

$1 billion to the Group in 2012

Marketing standards

Vc work to enihcd high ethical

standards in our conduct and

work for clients and to protect

consumer data used for

marketing purposes

Employment practices

Our talent
strategy

includes

competitive remuneration

alongside focns on diversity and

inclusion high quality training

md employer engagement 320

of Board members and executis

leaders are women although this

is still not good enough

Environmental performance

We have reduced our carbon

footprint per person by 28o

since 2006 Our target is 65c

reduction by 2020

Social investment including

pro hono work Our total social

investment smas worth L162

million the equivalent of 1500

of reported profit before tax

Executive renmnneration policy

is set by WPPs Compensation

Committee and is
goveri

ed

by three guiding principles

Performance

Competitiveness

Alignment with sham

owner interest

inring 2012 in extensivr

consnltarion with on rgesi

share owners WPPs

Compensation Committee

has made substantial changes

to its policy and incentive plai

The full report from WPPs Cornpensatior

Committee can be found on pages 121

to 143

letter from the chairman followed by
review of the Companys governance

and the Nomination and Governance

Committee starts on page 113 Further

details on corporate governance and

how we comply can be found on pages
155 to 168

More information about our sustainability

activities can be found on pages 145

to 153

WPP AN CAL PEPOP 20
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Who we are

DIE Digtal
Pr tior

ReLat onsh

Lv ark ting
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wwwok off corn
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wwwactis at

AGNDA
wwwcrgonclct non corn
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Bar ows

ww banowsonlvoc corn

Blast Radico

www blastradiuscorn

Brkrlcy Pat tnors
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Designkitchrn

www design kitchon corn

Din oguc
wwwdialoquelondon coin

Dig

www digitlondoncorn
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wwwowa ltd Uk
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KBM Group
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Specialist
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Corporate/B2B
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Demographic marketing
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Kl
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www insidowingcorn

Employer brandmg/
recruitment
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marketing
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Tho Food Group
www thotoodgroupcorn
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wwwprisrntoarn corn

Entertcnnment marketing
Alliance

www alliance agency corn

Youth marketing

The Geppofto Group

wwwgeppettogroup corn

leal estate marketing

Pace

www pctcoadv corn

Technology marketing
Bannci Corporation

wwwbl corn

Media production

services

The Farrn Group

wwwfarrngroup tv

Irnagina

wwwrnodiapines

MRC
wwwrnrcstudios corn

United Visions

www unitod visions dc

The Weinstein Company
wwwweinsteinccmcorn

WI IYgital

24/ Media

www.24lrnodia corn

Accoloration

wwwacceleration ha

Blue Stato Digital

wwwbluostatedigitasconi

Tho Data Alliance

wwwthodataailiancacorn

Fabric Worldwide

wwwitabncww corn

Ebiz

wwwfbizcornbr

Hogarth Worldwide

www lsogartilww corn

Johanrios Loonardo

wwwjohannesloonardo

corn

POSSIBLE

wwwpossiblecom

Rockfish

wwwrocldishtntoractivncorn

Salmon

www salmon corn

Syzygy
www syzygy not

The Modma Innovcrtion Group

wwwthornig corn

WI Digital pa tnc

conroar Jes

Acc Meton

www acornoirix corn

eCornrnera

www ecomrnoracoIn

Globant

wwwglobant corn

IDT Holdings Technology
www hdtmodia coin

In Garno Ad Interactive

www ingarnead en

Invidi

www invidmcorn

Jumnptap

www jurnptapcorn

xnySuperrnarket

www rnysuperrnarkcl uS

Moment Syst wns
wwwrniaozhen corn

nPario

www.npano corn

Proclivity Systems

wwwproclivitysystoroscorr

Say Media

wwwxayinedia corn

SEX Entertainment

wwwstxu corn

Vice Modra

wwwvrcecoIn

Visible

wwwvisiblotechnologies

corn

WildTcmngen

wwwwildtctngent corn

WPP kr vl dg
cro nrnuruty

The Store

wwwwpp corn/store
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Why we exist

Our mission

To develop and manage taLent

to apply that talent

throughout the world

for the benefit of clients

to do so in partnership
to do so with profit

etwien them WPP coinpanics haie tells of

thousands of individu it clients Ih uig

ft oi nit iiitt iOU elohil
iaiii

tb igh

sing nation start ups to the smallest of

specialist chat ales Dirrse is they ate they have out

thing in common in pursuing theit objec ivcs they

face foi triidahle competition roing afflueme in

many iris of tile orld conihuied ith overcapacit

ud ovcm supply in almost es ci significant cot isumei

market has put more and more power into the Ii inds

of consumers accelcr ited by technology

\s always if the ire to succeed or sen to

survive with profit ci eiy ompettive company

needs an niti nisically appealing pi oduc oi mr vice

Increasingly part of that ippeal must lit in

conlpanvs ci ident sense of widei responsibility

one eh extends beyond share owners mployees

and nsumei and rc coniscs duty to the

environment and to ocic my as whole Fod is niost

successful companies ir tounded on sti ong salu

But men all that though ren awing the most

fnudai ieutal of eqnirenieni is seld mu enough

Just is cotiipetmtis coster mongers rrangc this ii

apples in appealing displays and poli rn ovmnghs

itch then customers ci es so all companies need

to display thc ir wai es compellingly

Flits itt ed accc ss to high quality in foi inatiom

so ategic advice and specialist coinnluiimcatior sI ills

\n lit the naturt of specialist and cie itis talent

th it is unlil lv to flourish witl in the conf tics

cI cut company Pen Pe with peeialist talents is oik

best antI contribute more wh rec uited trained

ud in spi ix by
spec in list

couip nies

Withm the PP omip or clicnts have ac ess

to oinpanies with all the ilecessars tarl eting

and communications skills conmpames is ith strong

and dit itm tive ci Ire res of th own famous nim

ninny of them PP the
pai cia coi ip my

complemc nts tIlt se conipanic iii three distinct
iys

lirst it relies es them of much adi iuiistr itise

work Financial mattei such as planning

buclgcting cc porting conti ol itt isury i\ iIiergers

acquisitions ins estor tel it ions It al iflairs and

itt rim il audit are co oi diriated centrally is the

opem ating comp inmes esem adnumimsti ative boui

saved is an xtra horn to he dc vot othe put umt

of professional excellence

Second the part tiC coinpamiy eiicour iges
md

cnablc operating companies of dm1 fememit disciplines

to ivork together for the bern fit of clients Such

collaborations base the additional bent lit of

uhancimig the job satisfaction of oum people Iii

parent comnpans also plays an ic ms tht roup olc

mu the followimig functiomis thc mnagennent of dent

imcludmng recruitment and tr inn ug in prop sty

management tu pnoc uiement and II mu knosvledge

sh sting and practice clevclopmc mit is ith an

mcrc asuig emnph isis on corp nate responsil ility

amid sust mimiabihtv

nd finally WPP itself aim function as lie

1st centum equivalent of the full se vice agency

lor sonic cI merits edomi miamaly those is it vast

geogi aphical spread amid mieed fom ni irketing

ic vmcc ranging from advertising cli rough design

and website consti net ion to ese itch amid mm mial

conlmumncations WI5P aim ic as pom cal to

pros ide single point of comitaet an accouraibmhity

No two clients ire itt nctumed in precmsehs the

sailie ssay Withimi WPPs opt mating conmpanies

tennis can he tailor made to ii atch my amid all

WPt ANNJA Ilk 1112







How were doing
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How we1re doing

IH
11 2112 12

WPP out perfot ed tin FF81 101 Index id

out iiued do well host orn tit 21

Reported erenuc as up 50 FlO million

On ronstant eunaio hisis evenues crc up 80o

2nd on lik foi like basis revenues re up 900

and ross margin up L4%

lit iditni 11 lx idluic unnxs bOon lntrrcsl

taxat 1012 depl eclat 1011 and afliOLtis2tio12I rosc

L0 to ovei l/ billion 8218 billion

was 14 in 2012 Ipairist
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1k idiin dilutd irn
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28 ci
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How were doing

Average net debt

2206 34413 ioó It 3203

Net kht aseraged 3.2 billion in 2012 up 0.4

billion at 2012 exchange rates The average net debt

to headline Bli IA atm was .8 tinies well within

the groups current target range of 2.0 times

In 11 30 of the oups evenu came ft om

ific attn Amci ica Mi Middle

utd astei urope perc ntage poi its

hnli mi iied is ith the pi eviou

ub
ttt cjandM liv

IV eta mci

liii it

130110 31 tOt Pubi Al it

di idity tcCtX

tat om on ado

\l irl fl vices comprised ilniost 6O of on

et ues in 012 siniilai iopoitiofi to 2011

Eli ti on perfot ming tot was Adi attising

ut di Investment nagemci vith like for

like titie iowth of ov io

Asia Pa -iii tin \i xi ka Afri Middle

ast and nti il in Furop xc ron

inai gui gi owth in 01 Ind no at nt fo 34%
of the Groups ic1 dIm 111

0/
/0

itt and do it Ii

go

C_on 11 igt

dli RI inP At

BratiincI ItyI-t at

and 0mm tattoO

FBI cC ii ru ution hi adly in len Ii ic ens es

ivith Adver in id Wa ny it na nn it

sho ving ignift -in mat Em trowtI

VI 1030 nOt debt to

ii 11 131313DA tall

203m

lIw Group continues to work to achieve continuity

and flexibility of funding Ui tel rawn om initted

borrowing facilities are maintained in excess of

peak net borrowing le\ els and debt maturities are

monitored closely

0/

NoR /01 100

ii

We ontiio to pc

AtoP Ii latinAntia

AId lvlidd

01 tat Li Tot

10 11 toil 11111 lou 31 lii Ito ii tatmori
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How wre doing

out short pi ice ose shai ply tn 2012 in met case

of over 310 to S88Op at ear end lb is sti ong

momentum Ii is eoiitmnhic In 2013 with tlic shar

prie ri nip to 115 .Op at the rime tnt ig up

6o fit in Januari livrdends rvei mci eased by

almost 16 to 28 Ip cord vel his
reg resents

dii idend pay out mann of 39 on headline diluted

cat nmngs sha largely achieving the objective

set in 2010 of mci easniy the dix rdc rid pay out ratio

to approxi rnat 10 You hoar ri ill eontinu

revirw hethei the dir idend pry out rio should

be niereas fin then

Reported bilungs were down slightly at 44.4

billion hut up is ill oxei ui constant iii renc ies

Rest noes isei h0 to If billion and up

air rost in nistant urrenc ies heluding I00
of 1550cc tes rcvenue is estrm ed to total 12
billion $0 billion Out revenncs exceded 21

out ci nipe tit is for the lift Ii unset mivc cii and

in increa mug amount leadline P131 was Li over

billion igainst 1.429 billion in 2011

and up oi em in contant curr mit ies 11 adlnie

P131 mai gin was 4.8o in 012 aeai nst

last
ye ii

in Inn with target and mini surpissnig

hr Instoric al pin
fornia high 14 in 008

On pm oss or 1rpm the headline Phi ni irpin

was ho up 0.6 mu irpm points on 2011 Ibis

is probably mm accum ite isis tom
competitive

coniparisons epom ted profit belorc intci and tax

iose iii em to LI 311 billion 1mm 51.258 billion

leadline 131 ID which is cx men ic that

Cri vau cquity iO lOt cxaiuplc uc tom Inn

companu increased 1w to Il 56 billion

Icadline
pi

oht km ta as up or er to

LI 31 billion in Ii eported pm odt before mx was

up ovt to 1092 billion Imlntcd heidlnit

ariiiiigs pci Oar wei ci 4p

ill time high and dilut reported em nings pet

share decreased os to 62.Sp ref1
ctmng

thi eleasc of pi tot yeai ta ovisions in 2011

lice cash flow strengthc ned LI .004 billion in

the Iii lmnm tor tI se one1 ons nine

year debt is ige If billion in 2012

0.5 billm at 2112 ext ha ipi rates and tic debt at

Dear sha owr er

012 our twentyseventh year

was another record one with

evenue pu ifitabi.ity head joe

maigin and earnings per share

all reaching new highs and for the

second year iunnnig your Company
was awarded Cannes Lion for

Creative Iokling ornpany of the

Ycar in recognition of your Companys
colle tive creative excellence hese

record results were achieved against

backdrop of economic UIl ertamty

and fragile client confidence

10 JAt 10 20



wmftq

Iecembcr 202 was 2.8 billion 0.3 billion

higi er than 201 reflecting increased spending on

at quisitions chiefi KQA and higher dividends

Iquity and debt analysts appear comfot table with

tI level of the Groups average net debt which

was uound 1.8 times headline 1.51 IDt 2012

comparc.d with 17 timesin 2011 and well within

ii Groups current target rangc of .S 2.0 times

In September 2012 the Group successfully

isued $500 million of 10-year bonds at coupon
of 3.6250 together with 1300 million of 30 ear
bonts it 5.i25 lhis was the first time company
in 01 industry has issued 30-year debt and the

oni were well recehed investors with strong

dcmand for both These bonds haie improved the

niat ai in profile of the Groups debt

Heid ineinterestcovcrin 2012 was 7.2 timc.s

So tai in the flu st three months of 2013 aerage net

Iebt was up approximately 0.3 billion at 3.0 billion

.ijainst billion for the same period in 2012 at

013 exchange rates Our long term debt is cot tently

tatcd Ba2 and BBS and our shout-term debt P2 and

by Moodys and Standard Poors iespecthely

With curt em equit inaiket capitalisation of

ippuoxi intt1 13.0 billion the total enterprise value

our ompany is approximately 16.3 bilbon

multiple of 9.1 timcs 2012 headline B1TD

bvnue growth bcttot ix fourth quorttr

Our reported resenue growth for the ear of 3.5c

isimputed bi the strength of sterling primarily

q.aiust the 1.uro On constant currency basis

uch excludes the impact of cui rency movements

use mues wete up almost 6%
On like for-like basis which excludes the

nip itt currenci and acquisitions resenues were

ip
2.9c with

gross margin up 2.4c reflecting

piessuic on gross margins in the Groups Consumec

Insight custom businesses in thi niatuie markets of

North kmerica the UK and Western onnnc.ntal

Europe In the fourth quarter likc-foi like resenues

is it up an improvement on the third quaitei

of I.9o due to stionger growth in all
regions

except Noith America Ihis reflects resersal of

the declining quarterly like -for-like revenue grow th

trend which went from in quartet one to

in quarter .wo and to in quarter thiee

taR Am ncaaja tkdti coy

ike-for revenue prowth in North America

declined is the sear progressed from over lo in

the first quarter to down -06 in quarter tour

Relatisels strong growth in the Cu oups Advertising

and Media Ins estment Management bus nesses was

more than offset by pai ts of the Groups Consumer

Insight Public Relations Public Affairs and

Standing Identity I-lea lthcaie and Specialist

Communications busincsscs This seems to be

indicative of continued pressure on discuetionan

client spendinp In constant currencies full ear
revenue growth was well over 30 while like-for-like

tevenues were down in irginal at O.I
onscrselv and against market rends thc UK

showed an improving rate of qnarteil like-for luL

resenue growth as the cai progressed from 2.10o ni

the fist quatter to over So in quarter four In the last

quai ter pai tkularly strong growth in Ads ertising and

Media Investment Management was partlj offset by

slower giowth in Consumet Insight Branding

Identity and IleaLthcare ommunications Full esr

ievenue growth in constant cu rencics was well over

md like-for-like giowth was 40n

Western Continental Europe akho.ugh

uelatively more difficult showed some improvement

in the fourth quau tet with giowth in aly Turkey

and surprisiugh neece but Spain Portugal

Scandinavia ran.e the Netherlands and

Switr.erland weie tougher with the conti miming effects

of the Furoione ciisis impacting parts of the Legion

lull year icvenue giowth in constant currencics was

well ova 3o while lukt for like prow ih was onb

slightly ositive it lo

Our strongest region in 2012 was agaum Asia

Pacific itun mnerica fruca and the Middle Fast

11VI UiN L.i Oh



How wre doing

nd entral and astern rope ss ith constant

cut rency giowth of over 9% and likc lot -like growth 0/

of ovet principal driven by atm Anicrk md

the BRICs1 and Next
parts

of Asia Pacific and

rite IVF ar the MIS ii

atin merie shoWed the strongest growth
at

of all of our sub
egions in the ycam with constant ii or

un eney revenues up almost Io and iik foi like
11

revenues up well ove lloo lb iddk 1st

Af ict showed the iongest growth of our sub

repions in the fourth quarter with like fom like
UI

revenues up almost 10% trirl with all swtors

imptoving ull
ycai tevenue growth sv-is almost /0

900 enri al and astetn Lurope after chffie nit

third quarter improved signifw andy in the fin ii

quarter with likcfor like growth of ovei 1200 in
lo

Russi Full year like for like growth in tills sub

region wis
II 140

oil yeat evenues for time BRI which account to

fo almost $2 11111100 of ievenue almost $3 billion

tneiudin associates we up ovei 11% on like for vito in

liFe tsis with tile Next 11 nd CIV IS up almost 11

12 1o mod mci 110o respecril ely he MIS was up

over 1% In 201 30% of the Cioups revenues

anie from sia Pacific Itin Amei ica \frica and in

tile Middle asm tel cnti al amid astei urope in ion

pert tnt ag p0 nts more ompam ed with the
I0O

Ia nI onlii II 0110

pres rous year and ag lmnst the Ci oup strategic
cv- On 140111 cci no

ob tmvc of 35 40% OVCt tile next two to thi ee years Ii Mid vi

Marl ets outside North niei ica now account for
cc

660 of ow revenues
1111 ID Ii

1111 11

ii lila-i

11 Ii vi III 11111

11111 tV 111 JI 11I
II Lii UI Vvil 11 -I 11

Waii ii Ii
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How wro doing
Sr tcw- WI

St ng growth in advert sing and mdia

\dvernslng and Media Investment Managemcnt

na med the strongestperformmg sector with full

year rev nues up 5.2c in constant currencies and

Co liketor4ike in the final quarter constant

currency revenues vvere up 400o and like fordike

is venues were up 540 considerably stronger than

the thud quarter like forlike growth of 29c
Of the Groups advertising networks Ogi Ivy

Mat her wInch was named Network of the Year at

an nes performed especially well in North America

the and atin America with Grey in North

erica even stronger However the Groups

advertising businesses in Western Continental

iii ope generally remained under pressure with

like for like revenues down Growth in the Groups

Media investment Management businesses has been

set consistent throughout the year with constant

ciii rency rvenues up over 2o for the year and

hikedoi -like growth of 1I00o tenthavenue the

engagement netss ork focused on outof -home

media was stablished towards the end of 2010

tiC in 2012 showed strong revenue growth vs

like for like revenues up ovet 70 following growth

of over 14c in 2011 he strong revenue growth

aeross most of the businesses together vs ith

got cost control resulted in the combined reported

wratnig margin of this sector improving by 16

in Irgin points to C.70
In 2012 Ogilvy Mather jWl YR Grey

United generated estimated net new business

billings of LI .087 billion $1 T40 billion GroupM

the Groups Media Investment Management aim
vs ch includes Mindshare MFC Media om

vus GroupM Search and Xaxis together with

rr nihavenue generated estimated net new business

billings of 2148 billion 1.437 billion

onsumer Insight revenues gress 2.8e on

constant currency basis with gross margin up O.8
On like fordike basis revenues were up O.8 ith

gross margin dow 1.10o he pattern of revenue

grow th seen in the first nine months continued into

the final qu ii icr with the matni markets of Noi th

Constant currency1 revenue growth

by sector

12-
II

12

Headline PBIT2 margins by sector

AdvortunT 11dMdla 12

mv sirnoni Mcrnagornent

Cons ins ins jht 12 IIlIIthIl11111311111i211

Pubic P011110 12

PubhAticm ii iZJ
Brondlnq Id nsbty 12

ilcoifli no or
11 LzzzJ

pcc 101st 11110 1111 111

12 taIi15IIii1il 52
11

12
lv vtl0lnq und Mcd

Invc 011010 Munoq uterI

111101 ins ibI
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PrbbcAicnr

Iluandn Idc ntltv

1110111 CII cord

Spc-IIQ1ISIC 111 00111010
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How were doing
Letter to share owners

America and Continental Europe difficult but

counterbalanced by strong growth in the faster-

growing markets of Asia Pacific Latin America

Africa the Middle East In the fourth quarter

the UK also slowed Headline PBIT margins fell

0.5 margin points to 10.0% while reported gross

margin margins headline PBIT as proportion of

gross margin rather than revenue fell 0.4 margin

points to 13.9% The central issue continues to be

like-for-like revenue growth in the custom businesses

in mature markets where discretionary spending

remains under review by clients Custom businesses

in faster-growth markets and syndicated and

semi-syndicated businesses in all markets remain

robust with strong like-for-like revenue growth

The Groups Public Relations Public Affairs

businesses had more difficult year with full-year

growth in constant currencies of 4.2% and like-for-

like revenues down 1.0% with continuing pressure

in North America and Continental Europe across

most of the Groups brands only partly offset by

strong growth in the UK Latin America and the

Middle East Africa Operating margins fell by

1.2 margin points to 14.9%

Over 32% of the Group 2012

revenues came from direct digital and

interactive. growing 6.7% like-for-like

over
2011w

At the Groups Branding Identity Healthcare

and Specialist Communications businesses including

direct digital and interactive constant currency

revenues grew strongly at 10.2% with like-for-like

growth of 2.6% Like-for-like revenue growth

slipped slightly in
quarter four due primarily to

slower growth in parts of the Groups Branding

Identity and Healthcare Communications businesses

but remained close to 2% AKQA the leading digital

agency acquired in July 2012 performed well with

full year like-for-like revenues up 10% Operating

margins for the sector as whole improved slightly

up 0.1 margin points to 14.4%

Over 32% of the Groups 2012 revenues came

from direct digital and interactive up over one

percentage point from the previous year and growing

6.7% like-for-like over 2011 Marketing services

comprised almost 60% of our revenues in 2012
similar proportion to 2011

Margins reach new high

Headline PBIT margins were up 0.5 margin points to

14.8% compared to 14.3% in 2011 in line with the

Groups margin target and surpassing the previous

pre-Lehman pro forma high of 2008 which we

equalled in 2011 This headline margin of 14.8% is

after charging 51 million $82 million of severance

costs compared with 54 million $84 million in

2011 In 2012 the impact of exchange rates reduced

reported margins and on like-for-like basis

headline PBIT margins actually improved 0.7 margin

points Over the last two years reported headline

PBIT margins have improved by 1.6 margin points

and by 1.8 margin points like-for-like

Given the significance of Consumer Insight

revenues to the Group with none of our direct

parent company competitors present in that sector

gross margin and headline
gross margin margins or

headline PBIT as percentage of
gross margin are

more meaningful measure of comparative margin

performance This is because Consumer Insight

revenues include pass-through costs principally for

data collection on which no margin is charged and

with the growth of the internet the
process

of data

collection is more efficient Headline gross margin

margins were up 0.6 margin points to 16.1%

achieving the highest reported level in the industry

Group revenues are more weighted to the second

half of the year across all regions and functions and

particularly in the faster-growing markets of Asia

Pacific and Latin America As result the Groups

profitability continues to be skewed to the second

half of the year
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How were doing

Letter to share owners

Operating costs contained

During 2012 the Group continued to reap the

benefits of containing operating costs with

improvements across most cost categories

particularly property commercial and office costs

On like-for-like basis the average number of

people in the Group increased by 1.6% in 2012

On the same basis the number of people in the

Group at 31 December 2012 was 0.4% lower than at

the end of 2011 This point-to-point decrease reflects

the adjustments in staff costs made in the second half

of 2012 following the slowdown in revenue growth

after the first quarter of the year Also on like-for-

like basis revenues increased by 2.9% and gross

margin 2.4%

Reported staff costs excluding incentives rose

by over 5% and by over 7% in constant currency

Incentive payments amounted to 291 million or

over $465 million which was well over 16% of

headline operating profit before incentives and

income from associates compared with 338 million

or almost 20% in 2011 Performance in parts of the

Groups custom research public relations and public

affairs healthcare and direct digital and interactive

businesses fell short of the maximum performance

objectives agreed for 2012 as the like-for-like

revenue growth rate slowed in
quarters two and

three in 2012 This followed the record profit and

margin performance in 2011 when most of the

Groups operating companies achieved maximum
incentive levels Our objective remains to pay out

approximately 20% of operating profit before bonus

and taxes at maximum and 15% at target and
in some cases 25% at super-maximum

Headline operating margins before all incentives

and income from associates were 16.9% down

0.1 margin points compared with 17.0% last year

The Groups staff cost to revenue ratio including

incentives increased by 0.3 margin points to 58.9%

compared with 58.6% in 2011 Following intentional

reductions in 2009 and 2010 after the Lehman crisis

the Group increased its investment in people

particularly in the latter part of 2011 and in early

2012 mainly in the faster-growing geographic

and functional markets such as media investment

management and digital as like-for-like revenues

and gross margin increased

Part of the Groups strategy is to continue to

ensure that variable staff costs incentives freelance

and consultants costs are significant proportion

of total staff costs and revenue as this provides

flexibility to deal with volatility in revenues and

recessions or slowdowns In 2012 the ratio of

variable staff costs to total staff costs was 11.4%

compared with 12.2% in 2011 and 9.7% in 2009

As proportion of revenue variable staff costs were

6.7% in 2012 compared with 7.2% in 2011 and

5.7% in 2009 The business is therefore well

positioned if current market conditions change

In the second half of 2012 the Group received the

proceeds from the sale of the stake in Buddy Media and

also completed the sale of the freehold of 285 Madison

Avenue the New York headquarters of Young

Rubicam Inc These two transactions combined

resulted in an exceptional gain of 102 million

Offsetting this gain an exceptional restructuring

charge of 93 million was taken the majority of

which was to address certain structural issues within

businesses primarily in Western Continental Europe

and to balance staffing levels and align staff costs

given anticipated levels of revenue

Although one of the Super Marios Mario Draghi

who took over as the President of the European

Central Bank has certainly improved the prospects of

the Eurozone in the last year or so it seems that slow

growth or stagnation in Western Continental Europe

is likely to continue for some time We may well only

be half way through lost decade post-Lehman

In addition the devastating effects of Hurricane

Sandy the significant loss of power in New York and

the subsequent flooding which occurred had some

impact on the operational effectiveness of certain of

the Groups IT infrastructure and the Group has

reviewed its back-office systems and made provision

for the write-off of IT equipment This will accelerate

the Groups overhaul of its approach to centralising

IT services
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As result of all this headline PBIT rose over

7% to 1.531 billion from 1.429 billion up over

11% in constant currencies Reported PBIT rose over

4% to 1.311 billion from 1.258 billion up over

8% in constant currencies

Net finance costs excluding the revaluation of

financial instruments were 214 million up 7%
from 200 million in 2011 reflecting higher average

net debt offset by lower funding costs Headline

profit before tax increased by over 7% over 12%

in constant currencies to 1.317 billion and reported

profit before tax was up over 8% well over 14%

in constant currencies to 1.092 billion

The Groups tax rate on headline profit before

tax was 21.2% compared with 22.0% in 2011

and on reported profit before tax was 18.1% against

9.1% in 2011 The difference in the reported tax rate

is primarily due to the exceptional release in 2011

of prior year corporate tax provisions following

the resolution of number of open matters

Diluted headline earnings per share rose over

8% over 13% in constant currencies to 73.4p and

diluted reported earnings per share decreased by over

2% increased by almost 2% in constant currencies

to 62.8p again reflecting the release of prior year

tax provisions in 2011

2012s challenges

Despite being record year 2012 felt
very

different

We reached our targets but we got there ugly

Having budgeted 4% like-for-like revenue growth at

the beginning of 2012 the first quarter started well

on budget if not ahead and with the quarter one

revised forecast strengthening investment in talent

continued following the additions made at the end of

2011 However as the like-for-like revenue growth

rate started to slow in
quarter two we did not start

to make the cost adjustments quickly enough to

counter the increased staff investment until quarters

three and four although we are now much better

balanced for 2013 with the like-for-like number

of people in the business slightly down at the end

of the year compared with the beginning of 2012

So why was 2012 such difficult year Clients

were certainly in stronger shape with profits at an

all-time high as proportion of GDP margins

generally stronger share prices rising as institutional

investors rotated Out of cash or government securities

and sitting on in the case of US-based multinationals

over $2 trillion in cash with relatively unleveraged

balance sheets But whilst clients were certainly in

better shape than pre-Lehman in September 2008

they still lacked the necessary
confidence given the

grey swans or known unknowns Black swans are

the unknown unknowns which by definition we

do not know what they are like Cyprus or the tragic

Boston bombings
There are at least four grey swans perhaps five

now in the case of the UK Firstly the fragility of the

Eurozone certainly better since Mario Draghi took

over as President of the ECB but still subject to

potential shocks for example from elections in Italy

or potential corruption problems in Spain or black

swan in Cyprus The Eurozone has also been aided by

others stressing the need to reduce unemployment and

surrendering the inflation rate constraint for example

by the Chairman of the Federal Reserve Bank in the

US the re-elected Prime Minister Abe in Japan and

perhaps the new Governor of the Bank of England in

the UK This has certainly helped equity securities too

Second the problems of the Middle East which

are probably now if anything worse than year

ago with heightened conflicts and tensions in

Tunisia Libya Egypt Gaza Syria and above all

potential conflicts between Israel and Iran

Third China or BRICs hard or soft landing

although all the evidence we have seems to point

to soft landing in China and continued growth in

Brazil and India and even stronger growth in Russia

The rise of the hundreds of millions in the new

middle-classes in all these countries seems to be

the real economic motive force particularly for the

fast-moving consumer goods industries Certainly

in the case of China the West seems to have

fundamentally misunderstood the significance of

the 12th Five Year Plan That plan looks for lower
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quantum but higher quality growth at around 7.5%

p.a compound which we would kill for combined

with higher consumption lower savings social

security safety net and stronger services sector

almost charter for WPP The new politburo

leadership seems to be another bull market signal

Fourth and most importantly dealing with the US

deficit and record level of $16 trillion of debt in the

most effective way This remains the elephant in the

room as the US is still twice the size of the Chinese

economy at around $16 trillion GDP versus over

$8 trillion out of global total of around $70 trillion

The last minute attempts to deal with the problem in

the US Congress on New Years Eve in 2012 only

succeeded in kicking the can further down the road

and the sequester is ill-equipped to help having been

really devised as compromise measure in June 2011

never to be used Neither will the sequester help

growth in the first half of 2013 in the US

Finally the decision to launch referendum for

Britains European Union membership whilst no

doubt being an astute political move adds further

uncertainty to the UK economy until after the next

UK General Election in 2015

remain focused on strategy

of adding capacity and brand building in

both fast-growth geographic markets and

functional markets like
digital

So all in all whilst clients may be more confident

than they were in September 2008 pre-Lehman with

stronger balance sheets these increased levels of

uncertainty combined with strengthened corporate

governance scrutiny make them unwilling to take

further risks They remain focused on strategy of

adding capacity and brand building in both fast-

growth geographic markets and functional markets

like digital and containing or reducing capacity

perhaps with brand building to maintain or increase

market share in the mature slow growth markets

This approach also has the apparent virtue of

limiting fixed cost increases and increasing variable

costs although we naturally believe that marketing

is an investment not cost We see little reason if any

for this pattern of behaviour to change in 2013

with continued caution being the watchwords There

is certainly no evidence to suggest any such change

in behaviour so far in 2013

The outlook for 2013 continues to

be demanding

2013 looks to be another demanding year There

will be no maxi- or mini-quadrennial events and

as mentioned above the US deficit and debt

remain ignored

The pattern for 2013 looks very similar to 2012

perhaps with increased client confidence balancing the

lack of maxi- or mini-quadrennial events Forecasts

of worldwide real GDP growth still hover around 3%
with inflation of 2% giving nominal GDP growth of

around 5% for 2013 although they have been reduced

recently and may be reduced further in due course

Advertising as proportion of GDP should at least

remain constant overall although it is still at relatively

depressed historical levels particularly in mature

markets post-Lehman and advertising should grow

at least at similar rate as GDP
The three maxi-quadrennial events of 2012 the

UEFA Football Championships in Central and Eastern

Europe the Summer Olympics and Paralympics in

London and last but not least the US Presidential

elections in November did underpin industry growth

but not perhaps as much as was thought with money

being switched from existing budgets particularly in

the cases of the UEFA Championships and Olympics

Although both consumers and corporates seem to

be increasingly cautious and risk averse they should

continue to purchase or invest in brands in both

fast- and slow-growth markets to stimulate top-line

sales growth As leading chief investment officer of

one of the largest investment institutions said earlier

this year companies may be running out of ways of
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reducing costs and have to focus more on top-line

growth Merger and acquisition activity may be

another way of doing this but may be more risky

way than investing in marketing and brand and

hence market share

In 2013 our prime focus will remain on growing

revenues and
gross margin faster than the industry

average driven by our leading position in the new

markets in new media and in consumer insight

including data analytics and the application of

technology creativity and horizontality the

increasing opportunities for coordination and

co-operation between activities both nationally

and internationally and at client and country level

New markets new media and Consumer Insight

account respectively for 30% 33%l and 24% of

the Groups revenues of $16.5 billion demonstrating

the success of our strategic focus

tNew markets new media and

Consumer Insight account respectively

for3O% 33%1 and 24% of the

Group
revenues

At the same time we will concentrate on meeting

our operating margin objectives by managing absolute

levels of costs and increasing our flexibility in order to

adapt our cost structure to significant market changes

and by ensuring that the benefits of the restructuring

investments taken in 2012 are realised

The initiatives taken by the parent company in

the areas of human resources property procurement

IT and practice development continue to improve the

flexibility of the Groups cost base Additionally as

noted earlier flexible staff costs including incentives

freelance and consultants remain close to historical

highs of around 7% of revenues and continue to

position the Group extremely well should current

market conditions change

Including AKQ.A on fun-year basis
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The budgets for 2013 have been prepared on

somewhat more conservative basis than usual

hopefully following the slowing like-for-like

revenue growth rate in the middle two quarters of

2012 However they continue to reflect the faster-

growing geographical markets of Asia Pacific Latin

America Africa and Central and Eastern Europe

and faster-growing functional sectors of Advertising

Media Investment Management and direct digital

and interactive to some extent moderated by the

slower growth in the mature markets of the US and

Western Europe Our 2013 budgets show like-for-

like revenue and
gross margin growth of around

3% and target operating margin improvement

of 0.5 margin points

Incentive plans for 2013 will continue to

emphasise revenue particularly in the mature

markets of our custom Consumer Insight businesses

and operating profit growth in conjunction with

operating margin improvement although objectives

will continue to include qualitative Group objectives

including coordination and co-operation talent

management and succession planning

At the time of writing we have revenue and profit

data for the first three months of 2013 The Group
has had solid start to the year with like-for-like

revenue growth up over 2% in the first quarter The

trend by geography is similar to the final quarter of

2012 with strong growth in Asia Pacific and Latin

America countered by the more difficult mature

Western and Continental Europe markets By sector

Advertising and Media Investment Management
remains strong and Consumer Insight is showing

an improvement in growth compared with the fourth

quarter of 2012 These trends are in line with our

budgets which also indicate broadly steady rate

of growth throughout the year albeit with the usual

conservatism in quarter four Operating profits and

margins were above budget

2014 looks better prospect however with the

FIFA World Cup in Brazil the Winter Olympics in

Sochi and would you believe another US election

the mid-term Congressionals The first two events

will continue to reposition Brazil and Latin America

and Russia and Central and Eastern Europe in the

worlds mind just like the Beijing Olympics did for

China and Asia and the FIFA World Cup did for

South Africa and the continent of Africa and

London 2012 did for the UK

The longer term looks more fcivouxczble

In the long term the outlook for the communications

services industry appears favourable

Globalisation overcapacity of production in

most sectors and the shortage of human capital the

developments in new technologies and media the

growth in importance of internal communications

the need to influence retail distribution brand

emphasis on health and weilness the growth in

government spending and the new focus on corporate

sustainability issues such as climate change underpin

the need for our clients to continue to differentiate their

products and services both tangibly and intangibly

Moreover the continuing growth of the BRICs
Next 11 and other faster-growing geographical

markets will add significant opportunities in Asia

Pacific Latin America Africa and the Middle East

and Central and Eastern Europe along with the

growth of new-BRICs such as Vietnam Pakistan

Indonesia Bangladesh Nigeria Colombia Turkey

and Mexico and even Myanmar Advertising and

marketing services expenditure as proportion

Revenue in faster-growing mwkets

2004-2012 $bn

Onuicornn

2004 2010 20H

Peer data sourced from annual results translated at average exchange rate

for the year

Assumed non-Euro countries in Europe are 3% of revenue and Canada

is 1.5% of revenue

2012
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of GDP has started to resume its growth although

in these relatively low-inflationary times where our

clients have limited pricing power we remain

committed to working with our clients and their

procurement departments to improve the effectiveness

and efficiency of their spending and investments

Given these short-term and long-term trends

your Company believes it has the correct strategic

priorities new markets new media Consumer

Insight and horizontality and focus on not

only strategic planning creative execution and

distribution but also on both the application of

technology and analysis of data to the benefit

of our clients and people

Including associates the Group currently

employs over 165000 full-time people up from over

158000 the previous year in over 3000 offices in

110 countries It services 350 of the Fortune Global

500 companies all 30 of the Dow Jones 30 63 of the

NASDAQ 100 31 of the Fortune e-50 and almost

760 national or multinational clients in three or more

disciplines Almost 480 clients are served in four

disciplines and these clients account for over 57%

of Group revenues The Group also works with

almost 360 clients in six or more countries

The Group continues to improve

co-operation and coordination among
its operating companies in order to add

value to our clients businesses and our

peoples
careers

These statistics reflect the increasing opportunities

for horizontality developing client relationships

between activities nationally internationally and by

function We estimate that well over third of new

assignments in the
year were generated through the

joint development of opportunities by two or more

Group companies The Group continues to improve

co-operation and coordination among its operating
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companies in order to add value to our clients

businesses and our peoples careers an objective

which has been specifically built into short-term

incentive plans Horizontality has been accelerated

through the appointment of more than 35 Global

Client Leaders for our major clients accounting for

almost $6 billion of total revenues of $17 billion

and Country Managers in growing number of test

markets The Group continues to lead the industry

in coordinating investment geographically and

functionally through parent company initiatives

and winning Group pitches For example the Group

has been very very
successful in the recent wave of

consolidation in the pharmaceutical industry and

the resulting team pitches
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Our reason for being the justification for WPPs existence continues to be to add value to our clients

businesses and our peoples careers Our goal remains to be the worlds most successful provider of

communications services to multinational regional and local companies not just the largest

To that end we have four core strategic priorities

Increase the combined

geographic share of

revenues from the

faster-growing markets

of Asia Pacific Latin

America Africa and

the Middle East and

Central and Eastern

Europe to 35-40%

Increase the share

of more measurable

marketing services

such as Consumer

Insight and direct

digital and interactive

to be more than 50%

of revenues with focus

on the application of

new technology big

data and digital

Achieve horizontality

by ensuring our people

work together for the

benefit of clients

primarily through two

horizontal integrators

client leaders and

Country Managers

If we implement this strategy effectively then our business will be geographically and functionally

well positioned to compete successfully and to deliver on our long-term financial targets

Revenue and gross margin growth greater than the industry average supplemented by acquisitions

Annual improvement in operating margin of 0.5 margin points or more depending on revenue

growth and staff cost to revenue ratio improvement of 0.3 margin points or more
Annual PBIT growth of 10% to 15% delivered through revenue growth margin expansion

and acquisitions

Increase the share of

revenues of new media

to 35-40%
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Our six specific objectives

Here are six objectives which represent our key

performance indicators KPIs For an assessment

of how we performed against them in 2012

read on

Continue to improve

openg margins

Increase flexibility in

the cost structure

Use free cash flow to enhance

share owner value and

Improve return on capital

Continue to develop the value

added by the parent company

EmphasIze revenue growth

more as margins Improve

Improve still further the

creative capabilities and

reputation of all our businesses

First to continue to improve operating margins

In 2012 we achieved margin of 14.8% new

high We continue to believe margin of around

18% or more is tough but realistic objective

given that our best-performing companies in each

services sector have already demonstrated they can

perform at combined Group margin of 17% It may
well be that headline PBIT as percentage

of
gross

margin is more accurate competitive comparison

and we achieved 16.1% in 2012 the highest level

in the industry

The Group has embarked Ofl number of

programs to improve operational effectiveness

including shared service centres and offshoring

certain tasks away from high-cost markets We

are consolidating IT infrastructure and centralising

systems development and applications to create

efficiencies and focus investment These programs

are projected to deliver 1.0 margin point benefit

over the course of the next three to five years

Headline operating margins vs peers

IPG

Ornnlcom
20

Havos ____
WPP including

associates

-- WPP gross

margin margIn2 10

2011 2012

Based on headline operating profit as defined on page 227 excluding shore of results of associates and sourced from relevant public filings adjusted

to comparable basis to WPP

Gross margin margin is defined as headline PBIT as proportion
of

gross margin

2008 2009 2010

31 WPP ANNUAL REPORT 2012



How were doing
Letter to share owners

Second to increase flexibility in the cost

structure In 2012 flexible staff costs

including incentives freelance and

consultants remained close to historical

highs of around 7% of revenues and continue to

position the Group extremely well if current market

conditions change

Chcmge in vcmable costs

2012 9.7 13.4 12.2 11.4 5.7 7.8 7.2 6.7

2011
15

2010 12

JILIIuIEJI
Variable stall costs Variable stall costs as

asa%ofstdtwsts a%olrevenue

Third to enhance share owner value and

maximise the return on investment on the

Companys substantial free cash flow of

almost 1.1 billion or over $1.7 billion

There are broadly three alternative uses of funds

Capital expenditure which usually approximates

the depreciation cost Pressure here has eased as

technology pricing has fallen although we have

increased investment in our digital- and technology-

based service offering in line with our strategic

goals The Group has actively assessed its IT

infrastructure in 2012 and consequently accelerated

its overhaul of centralised IT services although the

pace of
process simplification offshoring and

outsourcing needs to be quickened We have been

too slow We have also invested significantly more in

real estate following lease renewals to secure greater

efficiencies large part of the proceeds from the sale

of the freehold of 285 Madison Avenue in New York

have been reinvested in relocating the headquarters

of Young Rubicam Inc to more modern

efficient facility at Columbus Circle

Mergers and acquisitions which have historically

taken the lions share of free cash flow Here we have

raised the hurdle rate on capital employed so that our

return on capital may be increased There is very

significant pipeline of reasonably-priced small- and

medium-sized potential acquisitions with the

exception of Brazil and India and digital in the US
where prices seem to have got ahead of themselves

because of pressure on our competitors to catch up
This is clearly reflected in some of the operational

and governance issues that are starting to surface

elsewhere in the industry particularly in fast-

growing markets like China and Brazil

Our acquisition focus in 2012 was again on the

triple play of faster-growing geographic markets

new media and consumer insight including the

application of technology and big data totally

consistent with our strategic priorities in the areas

of geography new communication services and

measurability In 2012 the Group spent 500
million on initial acquisition payments net of cash

acquired and disposal proceeds Net acquisition

spend is currently targeted at around 300 to

400 million per annum and we will continue

to seize opportunities in line with our strategy

Dividends or share buy-backs We have

increasingly come to the view based on co-operative

research with leading investment institutions that

currently the markets favour consistent increases in

dividends and higher maintainable pay-out ratios

along with anti-dilutive buy-backs and of course

sensibly-priced strategic acquisitions

Following the strong first-half results in 2012 your

Board raised the interim dividend by 18% around 5.0

percentage points higher than the growth in headline

Distributions to shwe owners

Buy-backs 4.7% 3.4% 3.0% 4.5% 4.3%

Dividends paid
tar

450

4.3%

Sum ot share buy-backs and dividends paid divided by average shares

in issue for the relevant period as percentage of the average share pnce

tar the relevant period
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diluted earnings per share pay-out ratio in the first

half of 34% For the full year headline diluted

earnings per share rose by 8.4% and the final

dividend has been increased by 15% bringing the

total dividend for the
year to 28.Slp per share up

15.9% 7.5
percentage points higher than the growth

in headline diluted earnings per share With

dividend pay-out ratio of 39% in 2012 and having

largely achieved the objective of 40% pay-out ratio

set in 2010 your Board will give consideration to the

merits of increasing the pay-out ratio further in the

range of 45-50% Dividends paid in respect of 2012

will total almost 360 million for the year

On January 2013 the Scheme of Arrangement

between WPP 2012 Limited formerly WPP plc and

its share owners in relation to the introduction of

new Jersey incorporated and UK tax resident parent

company became effective and new WPP which

has adopted the same name WPP plc became

the new parent company of the WPP Group As

consequence of the Group returning its tax residence

to the UK the dividend access plan and scrip

dividend have been terminated

Share buy-backs will continue to be targeted to

absorb any share dilution from issues of options or

restricted stock although the Company does also

have considerable free cash flow to take advantage

of any anomalies in market values as it did last year

Share buy-backs in 2012 cost 135 million

representing 1.3% of issued share capital

Fourth we will continue to develop

the value added by the parent company
and build unique integrated marketing

approaches for clients WPP is not just

holding company focused on planning budgeting

reporting and financial issues but parent company

that can add value to our clients and our people in

the areas of human resources property procurement

IT and practice development including sustainability

We will continue to do this through limited group of

400 or so people at the centre in London New York

Tokyo Hong Kong Shanghai and Sªo Paulo This does

not mean that we seek to diminish the strength of our

operating brands but rather to learn from one another

Our objective is to maximise the added value for our

clients in their businesses and our people in their careers

Many of our initiatives are possible because of

the scale on which we now operate In the optimum
use of property in information technology and in

procurement generally we are able to achieve

efficiencies that would be beyond the reach of any

individual operating company But it is also clear

that there is an increasing requirement for the

centre to complement the operating companies in

professional development and client coordination

It is relatively recent development for certain

multinational marketing companies when looking

to satisfy their global communications needs to make

their initial approach not to operating companies

but directly to holding or parent companies

Such assignments present major and increasingly

frequent opportunities for the few groups of our

size It is absolutely essential that we have the

professional resources and the practice development

capability to serve such clients comprehensively

actively and creatively Initiatives involving some

of the worlds largest marketers continue to gain

momentum The worlds largest advertiser is itself

integrating its efforts around brands in the areas of

advertising media investment management market

research packaging design and public relations Our

largest client is seeking seamless model effectively

one-client agency within our Group All our clients

whether global multinational or local continue to

focus on the quality of our thinking coordination

of communications and price In response we focus

on talent structure and incentives

Managing talent is the priority

Talent and its management therefore remain at the

heart of our reason to be that is what our clients

pay us for Development of our people and the way

we manage that talent is critical determinant of

performance and on that critical dimension

we continue to make significant progress
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In developing highly competitive incentives

combined with extremely attractive working

environments we increasingly differentiate ourselves

from our competitors and improve the attractiveness

of WPP companies as destinations for talent Our

quarterly reviews with the operating companies have

been structured to give more time and attention to

talent and to clients Our recruiting efforts throughout

2012 were especially fruitful as we successfully

targeted and recruited top
talent within and beyond

our industry often competing with investment

banking management consulting new media and

private equity offers The war for talent is fierce and

will intensify further and there is more to be done

The blueprint for our executive development

curriculum has been completed and our flagship

client leadership training program Maestro now

in its 10th year is being continuously developed The

parent company and each of our operating companies

have installed their own approach to performance

assessment and succession planning aimed at

developing the careers of their people improving the

quality of feedback coaching and mentoring they

receive and providing for orderly succession senior

management mentoring and development program

The Factor run by Charlotte Beers the former

chairman and CEO of Ogilvy Mather and

chairman of JWT continues to prepare women

for the next level of leadership in the Group

In 2011 your Company teamed up with the

Shanghai Art Design Academy SADA to

establish the WPP School of Marketing and

Communications This jointly run school offers

Chinas first professional marketing and

communications three-year diploma program This

initiative continued in 2012 with the second intake

of 88 students After 18 years the WPP Marketing

Fellowship program remains sadly the only multi

disciplinary and multi-geographical recruitment

and training initiative in the industry

We continued to scrutinise and modify our

compensation practices both to offer competitive

and appropriately based rewards to our people and

to attract outstanding talent from elsewhere This

is key strategic priority for us Our competition

is sometimes not so rigorous in evaluating and

rewarding performance for example taking

advantage of sharp falls in share prices to re-price or

issue options or giving limited disclosure to investors

of compensation plan details failure of external

as well as internal audiences to understand the

importance of globally competitive
incentive-based

compensation will undermine the Companys

leadership position After all we invest almost $10

billion year
in human capital as opposed to only

$500 million in fixed assets 20 times more

Communications

Of all businesses communications services

company must be model of excellent external and

internal communications To that end we accelerate

understanding of the Groups vast resources with

raft of regular communications through our

websites our social media channels and in print

our monthly public online news bulletin e.wire our

consistently-awarded global newspaper and eBook

The WIRE our annual Atticus Journal of original

marketing thinking the WPP Reading Room an

extensive online library of think pieces both public

and original from WPP professionals worldwide

our online Fact Files profiling Group resources

companies/products regular communication on

Group initiatives such as the WPP Worldwide

Partnership Program and the WPP Marketing

Fellowship Program our annual award-winning

Sustainability Report and this consistently award-

winning Annual Report both in print and online

As
part

of the increased focus on horizontality

WPPs award-winning public website is being

refreshed to highlight the scope and scale of the

Group as well as enhancing the overall user

experience The Group intranet is being redeveloped

to facilitate further internal strategic alliances and

cross-company co-operation
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Property management

In 2012 we again reduced our core property

portfolio While overall square footage rose by

1.4% from 23.2 million sq ft to 23.5 million sq ft

this was less than half the 2.9% increase in revenue

attributable to acquisitions and considerably less

than the 5.8% growth in constant currency revenues

Average square foot per head dropped from

211 sq ft to 207 sq ft but this was partly offset by

1.6% increase in cost per square foot to 29.50

As result we held the establishment cost-to-revenue

ratio at 6.7% flat with prior year and ahead of our

long term 7% run-rate target

Our aim for 2013 is to improve on this level in

spite of sharp increases in Asia property costs and

the impending end of number of significant below

market leases in the region

Procuiement

In procurement our goal is to make savings and

add value across all of WPPs external spend with

particular emphasis on opportunities to leverage our

scale to the benefit of our clients and our companies

In 2012 we completed three-year

implementation of procurement spend analytics

system which now provides supplier-level visibility

of close to $5 billion of external spend across

our eight largest markets the US the UK
Germany France Spain China India and Brazil

Access to data of this detail is now driving supplier

cost reduction and value improvement targets across

the Group At least one further market will be

added in 2013 and others in subsequent years

As consequence of better data 2012 also saw

the re-organisation of procurement into four spend

teams with global/regional reach

For 2013 we will continue our focus on the key

drivers of supplier cost Specifically for technology and

indirect procurement our goal is to have minimum of

50% of supplier spend in each major country covered

by WPP preferred suppliers and contracts and for these

preferred suppliers to work with us to deliver year-on-

year value improvement Specific targets will be set for

the newest areas of procurement focus following

detailed opportunity analysis which began in 2012

Information technology

In 2012 we initiated major review of the Groups
IT operations to make them better co-ordinated

more responsive to changing needs both internal and

external and more cost-effective Core to this strategy

will be greater centralisation and consolidation of

the Groups IT infrastructure and services with

the objective of delivering savings of around 10%

or 50 millionon current delivery cost We estimate

implementation will take two to three
years

and

we have engaged PwC to assist with the project

As mentioned previously these initiatives were

accelerated in the fourth
quarter of 2012 following the

devastation caused by Hurricane Sandy The significant

loss of power in New York and subsequent flooding

had some impact on the operational effectiveness of

certain of the Groups IT infrastructure and back-office

systems making the overhaul of our central ised IT

services all the more important

Additionally the rapid and continuing convergence

of mobile voice and data communications has

allowed us to take advantage of new offerings in

the telecommunications sector to increase efficiencies

and to provide enhanced support to our increasingly

mobile workforce

Practice development

In practice development we continue to develop

horizontal initiatives in focused set of high-

potential areas across our vertical operating brands

in media investment management healthcare

sustainability government new technologies new

markets retailing shopper marketing internal

communications financial services and media and

entertainment Specifically we continue to invest in
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sharing insights and developing initiatives through

WPP Digital in digital marketing and media and

The Store in distribution and retail

In key geographic markets we are increasingly

coordinating our activities through WPP Country

Managers We continue to believe that increasing

coordination is required between our brands at

the country and global levels as the arguments for

investment in regional management become weaker

largely because of improved technology In addition

we have increased the number of WPP Global Client

Leaders to co-ordinate our efforts on behalf of clients

and to ensure they receive maximum benefit from

their relationships with WPP operating brands

Furthermore we continue to encourage internal

strategic alliances and promote co-operation

Practice development initiatives have therefore

been reinforced in such areas as healthcare retail

internal communications corporate sustainability

and media and entertainment This has been

especially important in developing our portfolio of

direct investments in new media under WPP Digital

and where our investments are working with our

agencies and people to bring new technology

capabilities and understanding to our clients

All these initiatives are designed to ensure that

we the parent company really do as well as being

perceived to inspire motivate coach encourage

support and incentivise our operating companies

to achieve their strategic and operational goals

IPG

Omnicom

Publlcis

Navas

--WPPorgcsssc

gross margin

margin

Q410

Fifth to emphasise revenue growth more as

margins improve One legitimate criticism of

our performance against the best-performing

competition is our comparative level of

organic revenue growth although the methods

used to calculate rates of organic growth vary

to say the least and we may have put too much

emphasis on margin improvement In 2012 our

like-for-like revenue growth of 2.9% was at the

leading end of our competitors although not in

the lead Our margin performance is consistently

at the top
end of the pack We continue to believe

increasingly that profitable growth is preferable to

sacrificing margins

Estimated net new business billings of 3.9 billion

$6.2 billion were won in 2012 up almost 21% on

2011 placing the Group first in all leading net new

business tables The Group continues to benefit from

consolidation trends in the industry winning

assignments from existing and new clients These

wins continued into the second half of the year
and

the first three months of 2013 with several very large

industry-leading advertising digital and media

assignments the full benefit of which will be seen

in Group revenues in 2013 There have been several

recent significant gains for example particularly

in the pharmaceutical and healthcare industry

Our practice development activities are also

aimed at helping us position our portfolio in the

faster-growing functional and geographic areas

Peer doto sousced trom company presentations

37

Orgcmic revenue growth vs peers

14

12

10

Q1U Q211 Q311 Q411 Q112 Q212 Q312 Q412
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The Group completed 65 acquisitions in 2012 28

acquisitions and investments were classified in new
markets of which 20 were in new media 27 in

Consumer Insight including data analytics and the

application of technology with the balance of 10

driven by individual client or agency needs

Specifically in 2012 acquisitions and increased

equity stakes were completed in Advertising and

Media Investment Management in the US Germany
the Netherlands the Slovak Republic Turkey Israel

Jordan Brazil Colombia Mexico Australia China
South Korea Thailand and Vietnam in Consumer

Insight in the US France Germany Turkey UAE
Chile China and Pakistan in Public Relations

Public Affairs in the US Canada the UK Denmark

Finland France Russia and Australia in direct

digital and interactive in the US the UK Germany

Hungary Russia South Africa Turkey Australia

China Indonesia Pakistan and Singapore and in

Healthcare Communications in Hong Kong
So far in 2013 the Group has made acquisitions

or increased equity interests in Advertising and

Media Investment Management in Australia Canada

Colombia Myanmar and Thailand in Consumer

Insight in Cambodia and Myanmar in Public

Relations Public Affairs in China and Vietnam

and in direct digital and interactive in Latin America

China the Philippines South Africa Turkey the UK
and the US

These acquisitions continue to move us forward

to our previously described strategic priorities

expanding the share of revenues of our businesses in

Asia Pacific Latin America Africa and the Middle

East and Central and Eastern Europe to 35-40%
in new media to 35-40% and in Consumer Insight

direct digital and interactive to over one-half

Expansion plans

We intend to expand our strong networks Ogilvy

Mather JWT YR Grey United CHI Bates

Partners Mindshare MEG MediaGom Maxus
tenthavenue TNS Millward Brown Kantar Media

WPP ANNUAL REPORT 2012

Kantar Health Kantar Retail Kantar Worldpanel

HillKnowlton Strategies Ogilvy Public Relations

Burson-Marsteller Cohn Wolfe OgilvyOne

Worldwide Wunderman OgilvyAction G2
POSSIBLE 24/7 Media AKQA Ogilvy

CommonHealth Worldwide Sudler Hennessey

ghg The Brand Union Landor and FITCH in

high-growth markets or where their market share

is insufficient Indeed we recently announced the

merger of OgilvyAction and G2 to form the largest

and most geographically complete activation agency

in the world Together they will be uniquely placed

to exploit the intersection of the worlds brands

and distribution systems

We will also enhance our leadership position in

Consumer Insight by further development of our key

brands with particular emphasis on North America
Asia Pacific Latin America and Continental and

Eastern Europe We will continue our growth of

research panels and have established Kantar-wide

operational capability We will reinforce our growing

position in media research through Kantar Media
which includes our investments in television and

internet audience research and IBOPE Marktest

and CSM/CTR which combined is the market

leader outside North America We now measure

television and/or internet audiences in 46 countries

around the world

In addition we intend to reinforce our worldwide

strength in direct and interactive marketing and

research through our traditional channels such as

OgilvyOne Wunderman G2 Blanc Otus and

Lightspeed We will also invest directly in new

channels through start-ups particularly as US and

French valuations in search for example are still

prohibitive Other opportunities will be sought

to enhance our online capabilities

Lastly we will continue to develop our specialist

expertise in areas such as healthcare retail and

interactive and to identify new high-growth areas
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Creativity remains paramount

Sixth to improve still further the creative

capabilities and reputation of all our

businesses In pursuing these aims the

Group is led by John OKeeffe WPPs
worldwide creative director Under Johns guidance

progress
continues to be impressive

There is much talk of co-ordinated communications

horizontality and price effectiveness

All are important

None is as important as the quality of the work

Creative excellence remains and will remain

paramount If you drew graph plotting creative

awards as proxy for creativity against margins

for any group of agencies there would be
very

strong correlation The more awards the stronger

the margins The clients procurement department

fades into the background when the work is strong

Of the three things we do strategic thinking

creative execution and co-ordination creative

execution is undoubtedly the most important

This of course means creativity in its broadest sense

Our clients look for creative thinking and output

not just from advertising agencies public relations

and design companies but also from our media

companies and our research companies Millward

Brown remains arguably one of our most creative

brands Witness the BrandZ Top 100 Most

Powerful Brands study published annually with the

Financial Times and its study of the BrandZ Top

50 Most Valuable Chinese Brands together with the

recently launched BrandZ Top 50 Most Valuable

Latin American Brands

We intend to achieve our creative objectives by

stepping up our training and development programs

by recruiting the finest external talent by celebrating

and rewarding outstanding creative success tangibly

and intangibly by acquiring strong
creative

companies and by encouraging monitoring and

promoting our companies achievements in winning

creative awards

Early on in his tenure John OKeeffe identified

Cannes as the most important arena to demonstrate

the Groups creative credentials Results have been

very encouraging

For the second year running your Company

was named Creative Holding Company of the Year

at the 2012 Cannes Lions International Festival

of Creativity The festival is the worlds premier

showcase for excellence in communications

covering all markets and all disciplines Back to back

recognition of this kind is real marker of progress

and consistency particularly as our main competitors

posted record performances of their own
Based on the collective number of Cannes Lions

awarded to WPP agencies for creative excellence

WPP accumulated 1589 points in the competition

followed by Omnicom second with 1383 points

and Publicis with 1018 points Awards were won by

WPP agencies from more than 30 countries across all

continents Following 2011s advertising Grand Prix

for JWT Shanghai in gratifying double for WPP

China 2012 saw another Grand Prix awarded to

Ogilvy Shanghai And in what proved to be stellar

year all round Ogilvy was also named winner of the

coveted Network of the Year

2012 also saw the sixth annual WPPED Cream

awards our internal awards program for outstanding

work across the Group

Having said this we have to maintain careful

and to some extent cautious approach recent

significant problem we had in the creative area has

made us take long detailed look at our creative

culture to make sure that our emphasis on creative

improvement doesnt result in inappropriate scam

ads for festivals for example We need to take total

responsibility for such events and make sure that

our drive in creativity doesnt result in totally

inappropriate behaviour
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Sustainability matters Future challenges

The Groups commitment to and investment in

sustainability initiatives supports major business

wins We estimate that clients who engaged with

WPP on our approach to sustainability were worth

$1.2 billion to the Group in 2012

We are in business for the long term and like

all leading companies today we recognise our

responsibilities to clients our people and the world

at large Sustainability at WPP cuts across all areas

of our business From the work we do for clients to

the time we donate to causes through pro bono work

and the way we run our company and look after our

people Sustainability issues are ever more important

to our clients and our own track record gives us

credibility as advisors on these topics

summary of the Groups approach to

sustainability can be found on pages 145 to 153

Please also see our annual Sustainability Report

on the work our clients and our people do in these

increasingly important areas

Sustainability performance summary
2012 2011 2010

Value of client business

supported by our

sustalnabluty credential $l.2bn $lbn

Gender diversity of women
total employees 54% 54% 54%

Gender diversity of women
Board directors/executive

leaders 32% 31% 31%

Investment in training and
welfare 57.8m 58.3m 489m
Carbon footprint tonnes of

CO2 per person 2.45 2.44 2.51

Social Investment million 16.2m 15.3m 14.3m

Value of clients who requested information on our sustainability policies and

performance through their supplier management process

colossal amount remains to be done challenging

our clients and therefore us It seems certain that

once these objectives are achieved they will be

replaced by new ones As companies grow in size

most chairmen and CEOs become concerned that

their organisations may become flabby slow to

respond bureaucratic and sclerotic Any sensible

business leader aggressively resists this phenomenon

we all seek the benefits of size and scale without

sacrificing the suppleness and energy of smaller

firm And for the first time new technologies now
make this possible on global platform WPP wants

the scale and resources of the largest firm together

with the heart and mind of small one

And finally..

All our most successful marketing clients follow

marketings most fundamental rules understand your

consumers know what they want anticipate change

provide the answers be constant in your delivery

WPP too is marketing company Our consumers

are our clients And we try very hard to follow those

same fundamental rules significant change that we

were early to identify and first to satisfy has been the

demand among some clients to be served not by

series of specialist agencies but by dedicated team

team made up of specialists from all relevant

communications disciplines who remain members

of their specialist agencies while at the same time

collaborating on daily basis to provide truly

integrated client service with no joins showing This

at least in part is what we mean by horizontality

Rapid changes in technology the fragmentation

of media and the acknowledged success of many of

the early teams have made this approach increasingly

attractive to certain clients

As structure it is less radical than it probably

sounds In the far-off days of the full-service

agency clients working account group the only

unit of real importance to the client would be
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Advertising agency networks

revenue growth Always JWTs third-largest non

traditional company and Chinas leading and largest

field marketing company also saw impressive growth

as did Encompass Indias leading independent brand

activation events and content creation agency Our

long-term partnership with Prism Sports Marketing

saw the sixth consecutive year of record-setting

results averaging 40% growth over the last two years

alone Additionally we increased our minority stake

in Manajans one of Turkeys best-known agencies

to 100% ownership in 2012

We continued to expand our global shopper

marketing footprint We recently made key

investments in people and capabilities across Europe

Asia and Latin America and saw impressive growth

in North America on behalf of JWT Action our

shopper marketing joint venture with Ogilvy In

Latin America we opened Shopper Marketing

Unity with the support of Action US
We have made considerable progress training

and leveraging our existing non-traditional specialists

across the network In 2011 we created dotJWT the

operating system that unites all of our digital expertise

both in our specialist agencies and within JWT
and connects them internationally to solve client

problems Weve already seen success with dotJWT

across number of our key global brands Now
more than 20% of our global revenue came from

non-traditional services and over 2000 people spend

more than 50% of their time delivering digital work

We have attracted the top-tier talent of the future

and made significant investment in talent to drive

our digital multi-channel expertise In 2012 we

welcomed Jeff Benjamin the most digitally-awarded

creative in the industry who joined as chief creative

officer JWT North America Mike Geiger widely

regarded as the preeminent digital integration

specialist joined as president chief integration

officer JWT North America Additional top non
traditional hires around the world included Perry

Fair chief creative officer JWT Atlanta Christophe

Cauvy European head of digital and innovation

Mobbie Nazir head of Digital Strategy JWT
London Ron Magliocco global business director

in charge of heading up our Shopper Marketing

teams globally Mauro Cavalletti chief integration

officer JWT Sªo Paulo Ricardo Figueira digital

ECD JWT London Josie Brown director of Digital

JWT Australia Yoav Tchelet executive digital

director JWT South Africa Brett Ford head of

digital JWT Dubai and Kieran OSullivan regional

digital director MENA

We have attracted the top-tier talent

of the future and made significant

investment in talent to drive our digital

multi-channel
expertise

Our efforts are converting to industry awards and

recognition In 2012 we upheld the WORLDMADE
spirit that defines the JWT network Offices across

the globe brought home total of 40 coveted Cannes

Lions including the PR Grand Prix and gold in two

new categories at Cannes this year for Mobile and

Branded Entertainment

JWT continues to redefine the future of business

with inventive WORLDMADE marketing

communications Driven by our WORLDMADE
philosophy our teams seek international inspiration

and deliver technological innovation for our clients

Innovation is part of our DNA and our focus on

non-traditional services and high-growth markets

ensures JWT will evolve with the marketplace

and continue to create inventive marketing

communications for the next 150 years
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sidencies to stint up ompanies in exchange for

civ ng our clients access to gre it new thinking and

chnology We 110W Ii we Spark Plug eompaiues

dre markets rid ate bringing them togeth

vu tu lly this at for out clients globally

We also began to hold client 1111101 atm

sts aon bringing in leadei from icebook

li rosolt oogle AU md Vl to help leverage

then thinking lie ability to unify diverse partners

iron client rhallenge and needs ss is also

sted suer ssfullv in our pai rnerships on WPP
is irticipat rug md leading many team eftorts

hr inJ our hcnt most iniporta nt pai tner di os

it integn muon with iconniobile les eraging

tit ii in bile and RI expertise with out clients

nil VML It as also the impetus for the expansion

nEon our shopper irketing agency in Spain

that rrcently launched aert ss atm Amen

am intend to expand globally

Our brlmef that stiong
local

agrucies resonate

rlobally found expression in the recogliition we

in isetl around thr world 12 Agent of the

monot Braimls Nod ranking for the 0th

roi set itist year as wdl as ann Americas

Ni and Nt spot ranking in IA mad 11 OjO

WP ANNIJ\ Ci IC
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vS

in cm bi ci wtth Merrill ynch the
pot

tfoh of new work i1I

cc le ansi
of et vices core sppo ring

uk

ml ci mc ret rcas positioning as glob tegmated

51 II company in 2011 Bursoni irst poised

tun tI ii ch nil ci to continue mc build on tInts high of succcss

ti in p1 ike

ik tic inc en

ci in in id fIre1 Td

It ts and ii

Cl out

tan nwu oVt SO

Woldw it iti 11

ci ni 2012 ft yin ly

is vi Lh ci

Ic Al th cw Ic the fi id

on uil

Ii de Vi

ci amiv inki

mt mimi mit ns hk

coil Ii 01 bet ot 01 ii do it ho
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ult ii ci 1111 tWit ft fl 01 rk itmu fulft ott pu

It as ru Mar II 0th iii ii
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di oihpwimh ns n1io WSO
mt of rld Idi on um en mhl lynipc or

VI ist 11 th hip ci ft Inc

In iynrpt

in 01 Wi lIt tin

st en th ifi 01 lb Ir

iii wot ci ccl tin In
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in

II1fiiIIIIf oo roti in diet

20 clu is

ot elI ii 01 rid in lint II

its in hi irk

tw
ml ilci ic cli nt 10 hi

Wl ANNUAVerI Iii 2012





How wre doing

re

Pit etel Gamble

Bosch Iii dly Darden Restiur uris

it irnnger Inlheini

mantra of ainoush ftecnv woi

icIer it mat creative reputation We earned

ne tom ow best showing vii and ranked

In mg the top 10 winning igencies for the fourth

ii in is under the leadership of wotidwide

ehi err iii ditwtor tin Mellors

Gi cvs fagshi ugerictes in New York and london

tmued then forward nioflientUilL flighty

pren icr

companies in Furope Asia mel utin

America \nd we pursued our appiessive expa moon

of shopper marketing healthe ire and imstorn

pioduction ipabititie
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How were doing

Reporl by Christian Tiedemann

ii fi oxoeutive fficoi

It 12 the ornin irco Group fui thered its objectis

ii con leading creative coinmunic ition

twoif in German speaking markets with dcepbluc

ii tsvorks md United Visions both performing

ii neularly well We also boosted our digital media

hiht es by taking tnmjority
stake in KK1

hrlni aa ed social meW digital aeny
With oui flagship creativi hi and Sch Ia

ci ii sse underlined the strategic vision behind

II quisition of ommarco in 2011 to bring

ogt mci thr best of the Germ mu speaking region

itl il st of WPP by introducing key

nit in itional account to inoi than 20 sister

mnies mci oss Furops hrough this initiative

molt friends is ablc to oflir itS client custonitsed

lemons counmiy by country kadinh the brand

ui ill Ito ii the clients IQ in German model

limp to dselop with othei clients By merging

da friends ni Iusscldorf with WPPs ed cell

mrcm cs we no 1mw three full service locations in

mu Bei liii 1usseldorf and han burg

Seholt Friends eontinuts to he one of the top

is cite move mgcnemes in Germany winning three ions

inns 201 mud was reecntly nominated by poll

tit top in uketing decision makers in Gei many as

srcoimdhest ag ney in Cci many anked top in

1cm mi cm item ma crc ativity effi iencm so ategic

ii and ultebrated comnmunmeation

tPP NNUAL kIPO 20Y





Talent dovelopment

How were doing
1i iynV

Roport by Kelly Clark 1ow
outivo ofhoc lioupM North Arn rica

is anotlict acm year lot Maxus on

iY front

Ntvvork growth

elohil footpt lilt ew ag nit in 2012 \Xe

in Belgium and Frank laid

idar ions for the hunch of Mix us South Afi lea is

we egiii nit cst in the continent of pportuniti

New business

121 WOO imp ii miii new clients including lai va

sun School in the US itrk aesars Pia in

ida dc ii Italia in It ily Msociated British

Ioo at \i cadia in the UK Inipoi intly we

ow inn to atow with otrent cli nts extending

ri lai on ups cli Oic ii in Vietnam with USIK in

iso il ad with ins in South Africa to ii 111W

few heir also lot of encouragnip p1 ospects in

ii ip Ii ie

Xc hired arc bitious new leaders in Austi ala

Belgium Ft met the Nethet lands thi Philippines

and Vietna in We an nuthened ow lobal trading

and techn logy tins IlK Fl tndsay Pat too

110k on he ad litton ii role of global ibid so arc

offieei md Italy 11 idet ieo de Nardis beca cit

Mt

Client satisfaction

We continue to me acne lien satislai tioi tIn ng1

esea re comp my he liint Ralat hi isliip

onsultancy hey eIl us that u1 clinic nelationships

ten un irnong the strongest in the hiisn \nd

with our eti asne won over 200 global awaids fir

eflectiseness and ereativi in 2012 nt best tisult cvii

As estilt all of this yj xos intinties to

grow rapidly lieiit illings mew noes iIid profit

giew suE st mnnally in 2012

At the start of 2013 ikrani Sakhuj bee on

CF of Maxus ad moved to mother Ic witlnn

it oupM Vikrani previously ran hi oupM in India

and South Mia white lie led in on st inding

bu mt ss Ic pci fe tly noted to tI \laxo

challenge \nd he muse 1600 soon ite In

collal or nice id at epi eneurial Maxu peo le

nound the woild wc aie both wry optimistict
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How were doing

-t t-t ITt Miet

win where we sit in 201 we see eight trends

fi fOl ai by nd

beautification of digital an aesthetic

resolution he first save of digital design wasn

re ty the next rv is einventinp digit 11 interf ices

intl stoi ytellrny he result will he new

ap ice iation for the Ix aury of digital design that

ii es ti hat for communications

littl bit of dgital in evcrything Wc may still

nre way ii oni odd where every single item

igualls count ted but were on our way there

11 is unprect dented and the opportuniths

ft mi rot it ron for mu keters immense

rumble in the retail jungle he rules of shopper

ting are being me written Dist upted by onhne

in crc phvsk al retail envi ommnients are now

lenig infiltrated hy digital storeh outs mobile

pay nen md data driven shopping evp nenees

Content and technology the new normal in

hr nd communications What were seeing now is

owil in the use ol tee hnologv at the heart of

Ii content ide is he lines between teehnolog

pr duet ani coinrnurneations ate blurring

he increasing digitisatton of is ilive

LI rom second screen beh is iours to Social

Data and marketing green leaves and grey

clouds Many cot ipanirs ire still working out how

to make data useful We are seei ig the green
lease

of gi eat data ipplicarions in marketin and oruume

sen ice On the horizon those ii ids ot

oncerns rird ontrol of dii recess ontinne

to 1%
rthc

lie new economy of disruption hr

democrat isation of innovative disruptu alre ad

apparent in media arid conimurncatio is is iv

fort ing eh urge ni finance ducatron arid healtC are

he result is new mmy of innovation where

disruption in my
becomi rlx norm

63WPP ANNUAL YL
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II

ihilt agenty cc lb
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ti ci is itt ft dii ec ft
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ft 11 is ft ii itt Vt Of
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Ii ft p1 ft ft talot to

it Ii ii ic edit it Ii

c5 nil ti pr iea ii 11 ifthlV ott hi

tud aid no Lois

01 of ra it mu if

ft at vlnft en in

gfttlRIItIt1tPhifhh uil it dsoi hon ithda lit Loy

their ct to nip
ii ti it Inft nd

mv tnt effi id iti it ly
hen ii

Psuport by Rupert Day below

hi or live oftt

in ldiuon to butt
litig on our core piopositton to

at tht ct ol itit compani ipplied ICc hioIogv

cli iuge maccit uiiv how sic trausac busint ss is

iii dy uyirg dii idcnds in tn ii of client dehvti ihies

ipaf iv Networks developc dir nat placm bascd

in PBS network enabling us to set ye cooN lit

cxc to rcai tuite icioss cliffhrent toe itions outside

the home5 nd to report
whit was servcd when and

where he process allows identification of consumer

wIt ii ut and 111cc nt ihgu with location and time

the digit ii isorld iching pcople whilc tlic

ii ii ci move

WP5 ANN JAL sat ott 012





How were doing

onnar is

iv ii ha sticngtf coed out

Changing our business model

ire ilso focused on iidicalh chaniirg our business

ii ide around Ask shorter more pe dictis survey

istri in egrati iowa media Witch Integi air

xliii out ita ate buddiiig rpahilities





Pni peon Ito say that

inc ondon 15K

Jr iclop nd execute 5rnai

iii vie inipatyn that honoree

nother in inc reasrd th globo

brand

\Voi toy in par toot ship with hr FIsK tram

ui ed he spot light on the niothc is of athletes the

inter who sacrifice time and energ in ways oth

and nail and who pour out love ci civ day

suppoi the skills and success of their children

We lxhesed th it these women who too often stand

forgott 5n on the sidelines drsersed to he honoi just

is nob as the athletes they urn tured and eneour iged

oge ther with PG we built ornpelhng

in at is that cc ho ci niothcrs lose md the

itude that children all over the xorld feel lot

hem expressions of ire and des orion In ondon

ogulic with andor ne helped err ate the

wily Ionw which offered moms and families of

lynrpi is from atound the siorid 4home away

Ii iii home place to relax unwind and be

69

ictes and their

ioer of the

Our chrt dtdn jast inpose sales or iie ream

hi md recognition Perhaps orc upoi tantl

our work honored the role th it moms plas in nlgng

the extraordinary ut in everything they do mid

especially hr thc people closes to th ir hr arts cot Id

not he pi or dot of the campaign that built md th

way it pl im out nig the ondon Olvu pies nd

could not be mote roud of the poe pie vie hive at

IrK wI me efforts made it all possible
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140w were doing

Pb cn

bury Henri hu 11

pb cii

iaip ci of iJiv LIt

celorh
hr cculv en rkc Ia in nra and

fin inn in It do wi
1111 inn fI ipan sin ui

gir i1r
nd 01 II co in

II ii ic ti Mi li1
hail

ii ii ad Ic fIt

rdn ii ala ry ca

on niul ii hi

fi al ar adv

ph ri on 10 ol ii.

dvi ci an

whi created in 201 nsa ti ai in ii

lie of lv tg urn Ic an it in

Ii io in in in ii

tam 00 ai 00 cli in di ii inplIt icc ii

naii Ii ep coi in uppor id cluti thc

Ii ii un se or at Sn te ci ii

II onnnu Ii pr ii io ili In iii

iv hI of ira in cc ii

iow on iso iscil th lb pe

ii ht and judg mi Ip Ii its in ke th

iteu imp ic their intci ns

iii ii In irk ipl

oth vital kch rv ii lu Ic fin
ii ii

onini it ira ion iiv is

cliii it icatio cs ci rate

aff un ibli and It or cci it at on top of

01 Ia no acm rn erition ih urn iF rau1s1ctIoit in

twa hr icc tim lobal business ic Ian cc 2004 ii tic 00 It also

di Iopn at in ill posted solid It ci in nliei aIr isuis

ii Its nit evcfluesiIc aii ci 111 dcsite mv ri Ia in sea ipsandI
ak nonimc and MA envi mimi toil II is nrnnrnra has and othcr

situ ins hinost industi sector

1W II past veal ibm homes Report iarned Bc

firm hal orp rate and iaanci Agenc of thc

Yeai it was also nanurd MF El si or sultaaci

CIt UI RI tior seerepoxtonpage46 to Work For for the fourth tinuc md ieceived lie

Ml A1I1F1 Award toe ISest \Brk ii the uite
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How were doing

Rcport by Wendy Lund

xoc itivo of lie or

WPPs healthcare fxused global puhlk relations

ii lealih ontinut to thu we in

di te inih ant nidustry downiut marked by thin

ipelint pitent xpir itions arid stricter than eser

latory guidelines We aggressively dii ci sified our

usiness act oss sceiOrs and Inc itiin adding elints

in licat iyi nstht cs onsuiner ltealthceie and health

11 at new office in hicago We ye also added

lints is ith di ugs/des ices in clinical des elopment in

Ingaly mpentive air as like NS oncolody and

omet ai mental he rlth ddnionally we woi ked

on ant of rhi most high profile healthe tic industry

ci ises th conti os ci sial ate of ding shortage

vi

ir differentiation strategies pl syrd vital iok

in out ccss Notably we continued to address the

ch ngrng role of latients through our ernph isis on

put in pa tents fit sC The patient pios tier iretaker

Ia tonship is ci olvin as toda iti nis hase

exj ncutia II note at cess to information than ever

As di we put the patfint experk nec at the

cu iii of on corn muiuicat ions work his involves

ix nit ring the key inrights that inspire patients to

ike Ic lion md eveloping educational initiatives

ut an ielev unt timely and tar into todays lifestyle

issi or this reason we xere thrilled to he

cogn tied and honored to is in the SABRI

an md for harmaceutical Rx anipaign of tI

lealths en ep tonal tr mci tee ot stems oir

hand picked heaL he item and otter tug dir cisc

capabilities including xc iich arid itisir
lit is cdii

iclations social mcdii corpor Ui eoinniunicatu ns

emplosec eng gemet udsocacy development

nnlestot c/ri grilat xv iii in ugenment mud patient

nmohtlizitt in md health policy

eeiaportonpagb4

Si jS

iii iith vi in aith II

lot





How were doing

13 otward is joining tenth ivcnm and

tnt icip itt increased collahot anon with tenthavenuc

ompani in paruculat with Sp ifax and Joule

he Food Group continued to shapi promote

im gt iw Not di Americas ulinary culture reatis

ag ucy Pace gi ew by dir etsifyuig and expanding its

clii itt asc while sti teth controlling costs

UI outsoutced conununicattons sei vice pi ovider

WA continued to add value to its clients direct

on munie itlons by focusing on strategy and insight

ti hna ups and livcty Key projects nit luded

tuon 201 auidas and mden lonies

on production company lire hum Group hid an

ext cute busy and surer minI year in 2012 Actisity

ii Soho sites ii ondon remained very high with

lug pi
utile iii it stm ma rei ics such as Iownton Abb

he actw Inside IaridgeS Wallande and 24

hut hiough the Groups contracts with

OCOG intl the BB the london Olympics

iii ited sigiuficant olume of sports utput and

itions os \ngcles continued to gi ow he seat

tJcd un high mot ith the louneie being ted

sniess men of the \car in the Women in Film

nmnial awaids

Out irnpl nuent ition agcnc Hogat th Worldwide

contittite to plow rapidh expanding its foum

onal hubs in ondon New Yoi Singapote md

\Irxic try is hue adding new operations in Buenos

Anes and Buch nest Hogarth uses its own

chnolo and shill in the tt rnscieation of creative

otk for global niatkcts to dclii cr savings for

niternational marketers tiring its cenu ahscd

iunpletncntatmon modeL his ippioach tracti ci

another tie inter tat tot clients list ycar and

llogarth produced id delivered over 3000 inastei

corn met ci us it 12 log urths tnt pi ise lass

asset management tcchnoIog ntinues to lead the

field most notably winning the Uiottcast cC ntract

to handle all UK telrvision adrertising

MRC continues to lie it the foi ef ion of the

enter tamnient inch str its film Ic stat ring
uk

Wahlberg was worldwide phei onie and

soughi alter comedy director anti Oscro preru

Seth ci uilane is tIn ady workun with \4R on

wher film projects NI RUs tic Ii Id ni pipeline includes

Ned Blonukanup Iys eon starnin Anudeiny waic

winnei Man Iamon arid Jodue oster and Ron

Iowan feature udaptation if St pheui Kmgs
The Laik iou er starring Russell cwe Important

icier ision tojects include the aiclaurnirl house of

Laids executive iroductrl hr tav inc hr arid

stai tog Kevin Sparey and Robmi Wi ight amid

sticamned un Nctfluv

PP ANNUAl P10111 Il
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WPP Digital

Rport by ead

orn

\VI Ii II pt es du 012 13
hc nu If ec io

iPPI11IJ

in rI tin hoot

illv fi Ici In qcrii

row adin fits row otik

\V pe ti or it ow it

aial ti spart Iii stab

In 01 ii

fin th mi ket
sp

ah

Sf hh Itdii

nod von hi be

wtaldc ta Ii Ii itt

so Pni ii so it rnpa

tiat di ii

rI six in ed it pi

io nt bxat odtislhc
OiL is it in liii wi et of rt en hip

ro 01 en itt It it la nd 4/7 is hr ik oh

nd cli di iii ros us fit
n1

utsl wnti rs ii

tb vi Ii thence th di in in

012 11 foi itt ul cv It is ii lof tt

p1 ihal di ii It
lU ioi ti Micro itt th sri ht ib Inc ipt iii cii

ton in Ut Ii Ut 0i itt Ii nt ho VP id

mc to sid Ill nI tios

footorint in iost its itn op tc

in IltIc he is

Cli ii IB1 nd
rg Ii

it in il itO Iv to

boor ip cd
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il ii 11 stdi stm ii oh

01 Iserotvi ud is tyti

WPI Digit it ii rke in hi oy company WPP 1ignal ii ntlnues to ineuh ste antI
pios

ide

54/ Media ise Sc vii ch duet the home for spec ialist di il and technotog

votutit of digital Iv ii ta techi It tauix bed business wI ich Loinpicint it the vs idcr ioups
4/ oiuiect ot ich ii split sod optimizes mcdii capabilities In 2012 ccc uned Acectu ation

atis set ons cc iota it crvt sod real nme bidcted nsarkctnig tee nolof solutions provider with

scisto onli it video adscntising becomes an ctinotoguts four Contiiieiits Pt aencies tics

If tati iii the nidusti 24/7 Media continued to quickly embraced the opportunity to pat mci with

Id range ci video capabilities arid ptopriet uy video Acceleration to off ci their clients big sty specich ed

lou isIs oils pubtushei monetization platform and its ssutketnig technol expertise
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What we think

Why we are Mad Men and Women as well as Maths Men and Women

Worldwide communications services expendIture 2012 $m
Market Public Direct specialist

Advertising research relations communications Sponsorship Total

North America 165762 11311 4035 98965 18900 298973

Latin America 30855 2059 402 30358 3900 67574

Europe 120192 14338 2465 101711 14100 252806

Asia Pacific 170825 6036 4100 46002 11900 238863

Africa Middle East 18664 646 130 1832 2200 23472

Total 506298 34390 11132 278868 51000 881688

Source GroupM
Note Healthcare communications $4.8 billion is distdbuted pro rata in Direct specicilist communications

Worldwide communications expenditure 2O08-2013

41 Global nominal

GOP change
1000000

Media and

Marketing
900000

total $m

Source GroupM
Forecast

800000

700000

600000

Now what about growth

In general economic terms the focus appears to be

shifting from worrying about inflation to concern about

unemployment and growth Anyone expecting sharp

uptick in Western economies may be dreaming It is

hand-to-hand warfare in many of the industries clients

operate in Worldwide real growth is forecast at 2.5%

to 3% It is by no means flat but capturing that growth

for ourselves and for clients will be hard We are

bumping along the bottom corrugated one

Many countries including Britain have been

warned by their governments that it will take decade

lost one before we see full
recovery Going to the

electorate with that message for second time will

be an unappetising political prospect
and can only

increase uncertainty

Our forecast for global marketing services growth

in 2013 is 5.8% nominal prices ahead of global

nominal growth forecasts of around 4.5-5%

Add to all this the fact that US-based

multinationals sit on excess cash of around

$2 trillion and relatively ungeared balance sheets

along with stricter corporate governance and

you have recipe for risk aversion and inaction

in uncertain times

But if we wait for politicians to make up their

minds about stimulus about deficits and fiscal

cliffs we may be waiting for some time If you

are running business effectively state inertia is

frustrating Institutional investors still focused

on quarterly performance certainly do not have

the patience

The only way forward is to focus on where

the growth is new markets new media consumer

insights the application of technology and big data

and last but by no means least getting our people to

work more closely together The latter is crucial It

has been for some time It can only become more so

8%

6%

4%

2%

0%

2010 2Ol2 2013
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So long silo

Horizontality is an awkward word but its meaning

is plain It means getting our people to work more

effectively together It means selecting the best and

most appropriate talent from across our diverse

brands and tribes And then dedicating that talent

to single client

Bespoke teams set up solely to serve major

client are increasingly the way we operate They

advise more than 35 clients worldwide accounting

for about one-third of our $17 billion revenues

Among these clients are Bayer Colgate-Palmolive

Red Fuse Ford Team Detroit Johnson Johnson

Team Chemistry Mazda Garage Team Miller

Coors Cavalry and most recently Pfizer

WPP employs over 165000 people in 110

countries effectively grouped in about 12 verticals

It has grown largely by acquisition and remains

series of valuable brands To
get

those people to talk

to one another is never going to be easy WPP started

as two people in room Even as we became two
there was an integration and communication problem

tBespoke teams set up solely to serve

major client are increasingly the way

we operate

With 165000 we have to try even harder to link

and share knowledge across our clients businesses with

single point of access one person who can identify

and muster the resources needed from across WPP

Of course we cannot reinvent the wheel

incessantly and unnecessarily But if we think about

WPP horizontally we can deliver first-class solutions

more effectively and more efficiently at lower cost

The notion is gaining traction all the time through

autos pharmaceuticals hotels and fast-moving

consumer goods It is the way we are thinking and

the way clients are thinking The creation of teams

of agencies within agencies designed to the needs

of clients is incredibly powerful

Maths Men as well as Mad Men

Essentially we are investment managers for our

clients advising them how to spend around $90

billion of media So it makes sense that WPP should

offer platforms that are agnostic and help clients

plan and buy media To that end we are applying

more and more technology to our business along

with big data We are now Maths Men as well as

Mad Men and Women
Thus we go head to head not only with advertising

and market research groups such as Omnicom IPG

Publicis Dentsu Havas Nielsen Ipsos and GfK
but also new technology companies such as Google

Facebook Twitter Apple and Amazon and then with

technology consulting companies such as Infosys

Wipro Accenture and Deloitte

You could call big data collating all the sources

of data our clients get ours and others into

dashboard and in real time More importantly

the adaptation of technology gives us platforms

to differentiate ourselves from competition

Telling it like it is

Better cheaper more effective

It is all the more necessary
that we do this when

powerful procurement departments within clients

demand value for money trying to combine efficiency

and creativity Equally it is essential for consumer

goods manufacturers who are squeezed and

commoditised by increasingly-powerful retailers

88

In the new marketing environment there must surely

be premium on advice from third parties such as

WPP The growth of digital makes that even more so

If the new technology companies really are new media

owners our clients require disinterested independent

evaluation of how much they are spending on these

media and whether its being spent effectively
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This is hardly surprising in digital world where

media owners provide their own analysis Google

sells Google Facebook sells Facebook Yahoo sells

Yahoo Its really no different to Rupert Murdoch

and NewsCorp selling Fox or the Wall Street Journal

and Sumner Redstone selling CBS or Viacom

In the new marketing environment

there mustsurely be premium on advice

from third parties such as WPP

their requirements but that avoid unnecessary

duplication and complication

Whats happened is that chief marketing officers

started to build websites with many different

platforms information structures and technologies

Its little like the back of television set its

entertaining at the front but mass of spaghetti

strands at the back of the set and its confusing

Were trying to build common platform at the back

end rather than multiplicity of platforms Chief

marketing officers can then play to their hearts

content on the front end

Alt science

In these circumstances developing our own

independent technology platforms becomes crucial

such as our online audience-buying platform used

by GroupM Xaxis Now running in 20 markets

with an opt-in model it serves more than 320 billion

impressions annually

Furthermore new and more complex sources

of data which these new media bring in abundance

mean that measurement of effectiveness and return

on investment has become more achievable although

media fragmentation has made it more complex Big

data is for the first time real possibility

Meet the new bosses

As result our target customer the part of client

companys board or management we do business

with is changing We no longer just court the chief

executive officer and chief marketing officer Now
we will be dealing with the chief information officer

or chief technology officer along with the chief

procurement officer and chief financial officer

We are working in this integrated way with clients

who are looking for increased efficiency as well as

effectiveness in highly-competitive commoditised

margin-squeezed world As clients link their back-end

systems more closely with their front-end approaches

they increasingly want simplified unified or single

platforms that chief marketing officers can adapt to

This strategy is working Weve had several big

projects with clients in the past year where weve

gone in with technology partners Our industrys

issue in the past was that we were seen as artistic

and creative and not technological That must change

Audience measurement is everything Our business

is no longer just an art but also science We do not

create technology and we will never have the number

of PhDs and engineers that Google has That would

be an unrealistic aim But what we will do is enhance

the application of technology with the consequent

development of consumer insight that flows from it

For example the Latin American software

developer Globant in which WPP has $70 million

stake has 2700 engineers marketing specialists and

designers dotted around the continent and in Britain

It already works with JWT YR and Kantar

It goes back to when we bought 24/7 Media

which has morphed into Xaxis through B3 and

the ZAP platform In this we take different view

from our direct competition We believe we hould

apply the technology in such way as to give us

proprietary insights and then leverage that insight

in meaningful way
All this means much more science in marketing

services but not at the expense of the art Big data

will measure the effectiveness of
great

idea and

suggest how it is promulgated It will never be

substitute for great idea
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Spotting the grey swans

They are grey because they are the known unknowns

that keep our clients awake at night as opposed to

black swans the unknown unknowns These pressures

enumerated below can only be felt more acutely when

the average chief executive lasts four and half years

in America and three years around the world They

are lucky The lifespan of the average chief marketing

officer in the US is even less around two years

Over the fiscal cliff

The US accounts for $16 trillion of the world

economy of $70 trillion By comparison China is

only worth $8.5 trillion So what happens in the

US really does matter Given the excesses of the past

given the expansion the over-inflation of the money

supply the problems that were topped out by the

collapse of Lehman its going to take us long time

to get through that Kicking the can down the road

little more only exacerbates the problem it doesnt

deal with it

Americas inventiveness energy

immigrant-driven culture and ability to

raise capital forgood ideas have paid off It

has never been wise to write offAmerica

The American fiscal deficit and $16 trillion of

debt are the real elephants in the room As ever

there is too much politics Cynics might say that

the Democrats would like to see failure to reach

agreement The consequential rebasing of the

economy would eventually see an improvement

leading up to presidential election in 2016 when

Jeb Bush may face Hillary Clinton

Nonetheless the long-term trends for America

remain good The National Intelligence Council an

offshoot of the CIA believes those prospects are

good for two reasons First the International Energy

90

Agency has reported that America could be the

worlds biggest energy producer by 2017 through its

exploitation of shale gas at last freeing it from the

vicissitudes of Middle Eastern energy markets and

making it self-sufficient Which means that Saudi

Arabia will be China and Indias problem in 20 years

not Americas

Second Americas manufacturing will appear

relatively competitive as fast-growing countries are

hit with rising labour costs and as technological

improvements in US manufacturing are implemented

The NIC believes America will regain its industrial

momentum and maintain its leadership

In particular industrial advances such as 3D

printing will reduce comparative costs 3D printing

is an amazing technology that will revolutionise where

manufacturing is based and how it can respond to

customer needs Invented and developed in America

it is going to put US manufacturing on the front foot

Once again Americas inventiveness energy

immigrant-driven culture and ability to raise capital

for good ideas have paid off It has never been wise

to write off America just as we saw in the 1980s

Meanwhile back in the Eurozone

Western Europe is hopefully halfway through

decade of slow growth that began in 2008 There

may be some say another four or five tough years

until we get out of it in 2017 or 2018

The story is quite different in Eastern Europe and

the intersection of Germany Poland and Russia It will

however be tricky for France Italy Spain and perhaps

Britain As European Central Bank President Mario

Draghi puts it we have been living in fairy-tale

world Much as things appear to be stabilising the

ramifications of elections such as those in Italy or black

swans like Cyprus could easily upset the situation again

Draghi sees the Eurozone economy contracting by

0.5% in 2013 before recovering to grow by 1% next

year Inevitably France and Spain will see bounce

at some point but it is likely to be later rather than

sooner The queues outside ATMs in Cyprus show

that the banking crisis is not yet over for Europe
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BrandZ Top 10 most valuable Latin American

brands 2012

Rank Brand

Petrobrcss 10560

Telcel 8449

Bradesco 6690

ItaU 6606

Comcel 5513

Fcilcibella 5263

Corona 5114

Skol 4698

Bcrnco do Brash 4574

10 Claro 4336

Souice BrandAnalylics/Mifiward Brown Optimor

Mexican wave

It is not just the obvious examples such as Brazil

Mexicos growth rate is 4% with our businesses there

showing double-digit growth The new president

Enrique Peæa Nieto recently announced 13-point

growth plan taking in education technology and

infrastructure particularly telephony and television

markets overarching strategies that perhaps the

British coalition should note

The revamping of the state-owned petroleum

company Pemex may be another crucial move

in the liberalisation and development of Mexico

Tijuana once byword for drugs violence is now
world hub for flat-screen television manufacture

and centre for aerospace and medical equipment

Our 2300 people in Mexico are generating

nearly $200 million in revenue they will probably

double that during Pena Nietos six-year term

Two-wheelers for foui-wheelers

We have 12000 people in our India businesses

generating half billion dollars of revenue

Examination of the Indian economy reveals much

to admire While there may be concerns in Mumbai

and Delhi economic activity in tier-two and tier-three

cities and beyond continues to expand significantly

As Piyush Pandey chairman of Ogilvy in India

__________
puts it consumers are trading in two-wheelers for

Brand value four-wheelers There is optimism and increased

spending Indian GDP will grow by 5% in 2013

and our business will grow by 10% like-for-like

There is pattern here Marketing services

spending seems to grow at twice GDP in expanding

economies because they are usually under-branded

and under-marketed This was even true of Britain

in the 1970s

In India multinational and national companies

understand the need for brands and branding as

they expand led by the likes of Ratan Tata

Mukesh Ambani Anil Ambani Anand Mahindra

Sunil Mittal and Adi Godrej

Peoplein India and elsewhere are

leapfmgging PCs and going straight

to mobile as cheaper form of access

to the
webs

nation on the move

India also shows the way in mobile adoption

The rising use of mobile devices in the nation with

the worlds largest population under 30 will spur

digital ad sales The Indian population particularly

youngsters are at ease with technology As mobile

phones and particularly smartphones become more

widespread and as the cost comes down we will see

even greater use

India has more wireless connections than the

combined population of America the Eurozone and

Japan People in India and elsewhere are leapfrogging

PCs and going straight to mobile as cheaper form

of access to the web The result higher or more

rapid takeout of mobile advertising as people use

tablets or smartphones in more aggressive way

People say
India has begun to lack self-

confidence If there is one country that should

be confident about its future it is India
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BrandZ Top 10 most valuable global

brands 2012

Brand value Year-on-year

Rank Brand Sm change

182951 19

115985 15

Go gle
107857 -3

95188 17

Microsoft

76651 -2

74286

Marllwro
73612

att
68870 -1

verizpj
49151 15

10

CHINA MOBILE

47041 -18

Source Miilward Brown Optimor

Note 2013 rankings available after 21 May 2013

BrandZ Top 10 most valuable Chinese

brands 2013

Brand value Year-on-year

Rank Brand $m change

China Mobile 50589 -6

ICBC 40444 -8

China Construction Bank 23993

Baidu 22740 40

Tencent 20220 60

Agricultural Bank of China 17278

China Life 14401 -6

Bank of China 13611 -27

Baijiu 12957 42

10 Sinopec 12539 -9

Back to China

According to our BrandZ ranking of the most

valuable global brands China Mobile now sits

among the worlds top 10 Yet China remains

under-branded and under-marketed There is still

huge room for growth The headcount in our Greater

China businesses has been ramped up to more than

14000 at least another 1500 hires are planned

this year Again mobile is key with China boasting

more than one billion mobile phone subscribers

China remains under-branded and

under-marketed There is still huge room

forgrowth

As has already been said we believe China will

enjoy soft landing If you look at Chinas 12th Five

Year Plan youll see it is about quality growth and

consumption rather than savings It is about health

care and social security because people save for

their parents old age and their own old age and

it is about services It almost reads like charter

for WPP as one of our clients said recently Greater

certainty will lead to greater consumer spending

And there are more

All around the world beyond the BRICs beyond

the Next 11 or the Next 10 excluding Iran

beyond the CIVETS other countries are opening

up to globalisation They all represent challenges

and opportunities Myanmar is obviously important

with over 60 million consumers Cuba could be

another one when change eventually comes And

maybe even North Korea although that looks

increasingly unlikely

Source Miilward Brown Optimor
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Digital tales

By population Facebook is the third biggest country

in the world Were eBay an economy it would be

in the G20 Digital in all its forms search display

video social mobile now accounts for third of

our business We want to see that rise to 40%
So our digital strategy has to be three-pronged

First our established legacy businesses must change

the engines on the aeroplane while its flying Thats

tricky proposition when new models are judged by

different metrics revenues consumer participation

and share rather than profitability margins and

cash flow

Second our established digital businesses

must expand faster and further Of Forresters

seven digital leaders WPP has four Wunderman

OgilvyOne VML and AKQA the latest very welcome

addition to the Group Nobody else owns more than

one How can they maintain leadership position

Third we have to add new talents acting as

quasi venture capitalist or private equity group

investing in new firms that deepen our client offer

and train our people in new ways

Recent examples were Omniture in web analytics

and Buddy Media with its Facebook platform With

both we had not only strategic investments but also

training relationships for our people Unfortunately

both were taken out prematurely by Adobe and

Salesforce.com There are thankfully other

possibilities We have minority stakes in for example

Vice online content eCommera ecommerce SFX

electronic music and as previously mentioned

Globant technology

Putting the money in the right place

Despite the ever greater expansion of the new media

discontinuities remain We still overspend on legacy

media especially press Clients invest about 24%

of their budgets on newspapers and magazines

yet consumers only spend 13% of their media day

looking at print The opposite is true for digital

media to which consumers devote about 30%

of their time but clients only spend fifth of their

budgets there

The two things have to come to some

equilibrium but it will be tough Jeff Zucker former

chief executive of NBC Universal talked insightfully

of replacing analogue dimes with digital pennies

implying that digital was less profitable for media

owners which is true

95
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Growth of media In major markets 2008-2013

Internet 2008 2009 2010 2011 2012 2013

North America 11.6 11.2 11.3 12.3 10.0 11.6

Latin America 53.7 272 31.1 35.7 23.9 32.6

Western Europe 22.3 7.6 16.9 12.8 11.6 10.2

CentitxlEastemEuioçe 47.7 8.7 48.6 33.7 25.1 21.4

Asia Pacific all 24.7 7.4 21.2 22.5 26.8 20.3

North Asia 43.1 18.0 45.1 47.1 41.8 30.7

ASEAN2 41.4 30.1 22.2 46.7 39.5 32.9

Middle East Africa 1027.6 56.3 9.1 6.2 44.0 3.0

World 19.3 9.7 16.3 16.0 16.1 14.6

Radio 2008 2009 2010 2011 2012 2013

NorthAmerica -9.8 -7.6 -2.4 2.3 .1

Latin America 12.4 9.2 0.2 5.5 2.5 4.8

Western Europe -1.3 -9.1 1.2 -0.5 -3.5 -0.5

CentiulEastemEurope 2.6 -22.5 5.0 7.3 6.2 3.9

AsiaPaciliccill 4.9 -1.2 11.0 3.6 3.1 0.9

North Asia1 23.2 8.3 23.8 7.9 65 1.1

ASEAN2 10.1 123 21.2 1.4 4.1 4.6

Middle East Africa 174 12 244 159 196 22

World -2.3 -5.2 2.8 3.1 2.3 2.1

TelevIsion 2008 2009 2010 2011 2012 2013

North America 1.3 -6.1 4.4 3.6 3.9 0.4

Latin America 9.0 6.6 12.2 12.0 13.9 13.4

Western Europe -3.2 -11.1 8.6 0.4 -5.5 -0.2

CenfralEastemEurope 12.0 -17.8 12.0 12.7 4.2 4.9

AsiaPacificaIl 5.1 -0.1 9.0 7.2 6.7 4.8

North Asia 14.0 6.6 9.3 11.2 6.4 5.1

ASEAN2 9.1 11.3 30.6 14.5 11.7 12.2

MiddlleEastAfrica 26.1 13.5 26.0 4.5 12.3 13.9

World 3.3 -4.0 8.4 5.4 4.6 3.9

Cinema 2008 2009 2010 2011 2012 2013

North America 5.0 -4.8 10.5 0.0 2.4 0.0

Latin America 17.1 -8.7 -4.3 23.7 4.6 5.6

Western Europe -11.0 -6.7 6.0 0.0 4.7 2.8

CentitrlEasternEuiope 24.4 -20.7 26.2 12.6 10.2 12.2

Asia Pacific all 1.2 1.4 17.3 8.7 32.9 15.7

North Asia -0.8 0.0 5.0 0.0 5.0 4.7

ASEAN2 -1.6 9.9 21.7 14.2 51.8 27.7

Middle East Africa 12.4 -17.1 8.8 45.0 -5.5 -0.2

World -3.6 -6.9 8.6 6.7 10.4 6.8

Outdoor 2008 2009 2010 2011 2012 2013

North America -5.9 -4.7 1.5 2.6 2.6 2.8

Lcrtin America 5.9 0.2 11.5 18.2 8.3 8.2

Western Europe -2.6 -9.2 2.2 -2.6 -4.2 -0.7

Cential Eastern Europe 14.1 -33.7 9.8 10.6 7.8 6.3

AsiaPacificall 7.5 -9.0 6.3 12.1 8.7 3.8

North Asia 36.1 -1.8 17.2 23.7 8.8 7.2

ASEAN2 18.6 4.9 22.2 9.7 15.9 15.2

Middle East Africa 4.4 -1.7 19.6 42.7 -1.7 2.0

World 3.2 -10.1 5.2 8.0 4.6 3.0

Newspapers

North America

Latin America

Western Europe

Cfral Eastern Europe

Asia Pacific all

North Asia

ASEAN2

Middle East Africa

World

2008 2009 2010 2011 20121 2013

-9.9 -17.9 -7.8 -6.8 -3.8 -2.4

2.9 1.4 10.5 15.2 7.3 8.9

-5.6 -15.8 -2.3 -3.5 -7.5 -5.4

3.3 -25.9 3.1 2.0 -0.8 -1.0

-2.6 -8.8 9.0 0.1 -0.5 0.4

6.1 1.9 17.2 4.1 -1.3 -0.1

7.3 0.5 24.5 7.7 2.8 34

11.8 -3.5 -0.6 -1.4 -0.9 3.2

-4.8 -13.4 0.4 -2.1 -3.0 -1.3

E.Magazines 2008 2009 2010 2011 2012 2013

North America -6.8 -15.0 -3.3 -0.1 0.0 -0.1

Latin America 18.6 -18.2 9.4 6.1 0.9 4.8

Western Europe -5.7 -22.4 -2.4 -5.2 -9.7 -4.7

CenfralEastemEulope 7.8 -38.9 -1.2 2.3 -3.8 -4.3

Asia Pacific all -3.4 -17.2 1.1 0.8 2.9 -0.6

North Asia 15.2 -1.5 17.3 13.0 6.6 4.4

ASEAN2 6.1 -3.8 18.6 4.3 -5.2 -0.5

Middle East Africa 10.4 -4.7 4.6 2.6 0.4 4.5

World -4.7 -18.3 -1.9 -1.0 -2.1 -1.1

Source GroupM
Forecast

china Hong Kong South Korea Taiwan

Indonesia Malaysia the Philippines Singapore Thailand Vietnam

Figures rounded up

96 WPP ANNUM REPORT 2012



What we think

Why we are Mad Men and Women as well as Maths Men and Women

pressing need

Losing traditional medias high journalistic

standards would be unfortunate So if newspapers

and magazines are to survive three things have

to happen One is you have to have paywalls

consumers should pay for the content they value

Second there has to be more consolidation because

journals are becoming unprofitable Third there

has to be some sort of state subsidy to maintain

professional journalism

There is difference in the prognosis

for traditional media and digital media

depending on where you are
sittings

All is by no means lost There is difference in

the prognosis for traditional media and digital media

depending on where you are sitting In the old world

growth in traditional areas is negative but digital

continues to prosper In the growth world BRIGs

and the Next 11 traditional and digital are blooming

together but maybe not forever

Keep watching

None of this however should downplay the

continuing importance of free-to-air television

especially in developed markets In Brazil and

Mexico dominated by Globo and Televisa

respectively that is understandable Indeed we

continue to be surprised by the strength of television

even in its traditional form

We believe television in its old forms and in its

new forms in developed markets will continue to

grow and remain stable at the 42% share mark

Just as home cooking is more popular in recession

perhaps being couch potato is too especially sadly

for the jobless

Digital vs traditional contributions

to 2013 ad growth $bn

Old world

-1.8841

Western Europe

10.559

New world2

GpM
Industrialised/mature consumer economies

Iridustrlolislng/giowing consumer economies
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friendlier frienemy

Google of course remains the best-placed online

company in the world with its dominance in

traditional search It appears to have cleared

regulatory hurdles in the US although maybe not

so much recently in Europe It also dominates in

display video with YouTube social and mobile

In the past we have characterised Googles

relationship with us as being that of frienemy

These days they are certainly friendly frienemy

Our spending with Google went from $1.6 billion

to $2 billion last year rise of 20% to become our

second-biggest media owner relationship after

NewsCorp

Top 25 US websites ranked by unique visitors

2013 2012

rank rank Domain

googlecom

fcrcebookcom

yahoocom

youtube.com

bing.com

crmazon.com

II ask.com

wikipedia.org

ebciy.com

10 msn.com

11 16 walmart.com

12 10 llve.com

13 13 microsoft.com

14 23 target.com

15 15 go.com

16 14 craigslist.org

17 12 blogspot.com

18 19 ehow.com

19 18 aol.com

20 17 about.com

21 21 apple.com

22 20 twitter.com

23 26 adobecom

24 40 bestbuy.com

25 27 huffingtonpostcom

Other digital companies are playing catch-up

Google has its feet planted in multiple sectors

five-legged stool whereas Facebook is still really

purely social network and is developing mobile leg

We did not spend as much with Facebook last
year

as we expected $300 million against projected

$400 million Collectively AOL and Yahoo are more

than $500 million For now our biggest relationship

with media owner is with News Corporation where

we spend $2.5 billion Google may soon surpass it

Locai heroes and heroines

As globalisation continues apace companies

increasingly centralise their operations like Coca-

Cola which
operates

in more than 200 countries

As counter-balance there is need to focus locally

in our case on local clients talent and acquisitions

Company structures are certainly

getting squeezed regionally but you
will see power concentrate at global

and local
level

So the
squeeze organisationally will be on

regional managers particularly as technology

eases the flow of information in flat networked

company Both global and local emphasis is key

Company structures are certainly getting squeezed

regionally but you will see power concentrate at

global and local level It is essential that we make

sure we have the best people locally working with

the best local companies and that we identify the

most appropriate acquisitions

Souxce Compete.com

As at December 2012
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Why we are Mad Men and Women as well as Maths Men and Women

The worlds 30 largest companies

Rank Company

Apple Inc

Exxon Mobil Corporation

Google Inc

Berkshire Hathclway Inc

Wal-Mart Stores Inc

Industrial and Commercial

Bank Of China Ltd

PetroChina Co Ltd

General Electric Company
Microsoft Corporation

10 International Business

Machines Corporation

11 Chevron Corporation

12 NestlØ SA

13 Johnson Johnson

14 China Mobile Limited

15 Procter Gamble Co

16 Pfizer Inc

17 China Construction Bank Corp

18 Royal Dutch/Shell Group

19 ATT Inc

20 Roche Holding

Aktiengesellschalt

21 HSBC Holdings plc

22 Wells Fargo Company
23 JPMorgan Chase Co

24 BHP Billiton Limited

25 The Coca-Cola Company
26 Samsung Electronics

Company Ltd

27 Novartis AG
28 Toyota Motor Corporation

29 Anheuser-Busch Inbev SA

30 Agricultural Bank of

China Limited

Source Corporotelnformation.com

Market values as ot end March 2013

The paradox of talent

The war for talent among Western companies has

only just begun As birth rates decline and family

sizes shrink the supply of good people can only

reduce The internet continues to disintermediate

established businesses and steal talent as younger

people prefer smaller technologically focused more

networked less bureaucratic companies It is hard

now it will be harder in 20 years

So the industry must invest in people rather than

relying on poaching from other agencies Thats why

we established the WPP School of Communications

and Marketing in Shanghai which is now in its

second
year

with over 130 students They will

complete three-year program

The internet continues to

disintermediate established businesses

and steals talent as younger people

prefer smallei technologically

focused more networked less

bureaucratic
companies

Its also essential that we identify and grow
talent within WPP We have launched The Factor

senior management mentoring and development

program for women executives led by Charlotte Beers

formerly chairman and CEO of Ogilvy Mather

and chairman of JWT Weve put nearly 60 of our

top women leaders through the course already

WPP has been global company since 1989 So

it is no surprise that talented people from around the

world have risen through the ranks to hold global

posts including Vikram Sakhuja who runs Maxus

from Mumbai and Tham Khai Meng worldwide

chief creative officer of Ogilvy Mather recently

named Outstanding Chief/Senior Executive Overseas

of the Year 2012 at the Singapore Business Awards

Country

US

US

US

US

US

China

China

US

US

US

US

Switzerland

US

Hong Kong

US

US

China

Netherlands

US

Switzerland

UK

US

US

Australia

US

South Korea

Switzerland

Japan

Belgium

Market

cap Sm

415683

403733

261815

256797

247987

245637

240152

239776

239602

237725

230831

229931

227902

212861

210501

207476

204714

203647

201487

196966

196063

195080

181652

181639

180230

178625

172045

164683

159076

China 156045
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What we think

Why we Mad Men and Women as well as Maths Men and Women

Buying it

Finance and procurement continue their inexorable

rise eclipsing marketing post-Lehman Many
believe you can cost-cut your way to growth

Marketing however remains the way to build the

top line which is infinite at least until you reach

100% market share This year may mark

realisation of this as companies find it more and

more difficult to cut more costs It is dawning on

companies that they cannot focus solely on finance

and procurement at the expense of marketing

Minding the shop

Retail giants like Walmart Tesco and Carrefour

continue to focus on leveraging their buying power

on global level even as they suffer issues of their

own The legacy retailers face pressure from online

retailers Amazon is threat to all In one week

we spoke to three CEOs in three different industries

all of whom identified Amazon as their biggest threat

covering retailing transportation and fast-moving

consumer goods

tDifferentiation in crowded

stressed market is essential to maintain

added
valuer

Manufacturers inevitably face the continued

pressure to commodify their brands to suit massive

retailers This though is good news for marketing

services Differentiation in crowded stressed

market is essential to maintain added value

Top 20 US advertisers 2012

Advertising spend $m
2012 2011

rank rank Advertiser 2012 2011 change

Procter Gamble 2805 2946 -4.8%

Comcast 1713 1562 9.7%

General Motors 1642 1773 -7.4%

ATT 1572 1832 -14.2%

LOrØal 1461 1338 9.2%

Verizon Communications 1409 1620 13.0%

10 News Corp 1274 1201 6.0%

11 Toyota 1239 1095 13.1%

13 Berkshire Hathaway 1165 1037 12.3%

10 Chrysler Group 1065 1246 -14.5%

11 Time Warner 1057 1260 -16.1%

12 12 Ford Motor Co 1056 1062 -0.5%

13 16 McDonalds 963 977 -1.4%

14 14 Walt Disney 945 1007 -6.1%

15 17 General Mills 909 938 -3.1%

16 Pfizer 888 1208 -26.5%

17 Honda Motor Co 851 667 27.5%

18 19 Macys 834 832 0.2%

19 PepsiCo 828 641 29.1%

20 15 Johnson Johnson 825 992 -16.9%

Source Kontcir Media

Lets talk

Looping back to horizontality the biggest

challenge for chairmen and chief executives probably

remains communicating internally strategic and

structural change The most difficult company

to communicate with remains multi-branded

acquisition-built company the easiest an organically

grown uni-branded one People think of our

business as focused on external communications

but getting internal constituencies on board is at

least as important Brands start on the inside but we

shouldnt forget that effective communication outside

is vital to win hearts and minds in complex and

over-supplied world
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Category

MU IA ye nment

IAveioges

OZ Consumer al ctronics

tir

djcation

2011

22 090

15 808

13024

9961

348

300

7348

525

6744

912

3989

4227

249

236

562

453

2090

1913

461

1113

3988 27

133341 3.2

change

II oil

Ar tot notlyc

Anon aol

Drugs iemedies

o1ecorn

isur

Food candy

Hygietie auty care

Mr dvi

12cstaurants

ocal services

oval

2012

22 687

16 787

12 749

9755

660

7796

7516

836

658

185

092

089

084

485

849

605

118

934

4L

214

Al othoi 4094

Total__________

81

77

11 2/a

Household products

Ilosinoss industry

i1IIt Home turnis.hings
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What we think

Lessons to be Learned from Robert McNamara
and Pair of Longhandled Toenail Clippers

By Jeremy Bulimore

fl rnagme two people one on either side of canal

Ihe first one shouts across Flow do get to

the other side

If The second one shouts hack You are on the

other side

At the heart of this primitive joke lies form

of blindness that has probably contributed to more

wars divorces family alienations political failures

and wastes of marketing money than any other single

cause Yet many of us still conimurncate as if bound

by hlindfold

At the risk of being laborious lets return to

that canal

Both have assumed that what is true for them

is true for the other it rarely is

For Person One the other side is the other side

but its not of course for Person T\vo For Person

1Ivo Person One is already on the other side

hut not of course for Person One

IN either has made any attempt to put
themselves

in the shoes of the other anti the result is mildly

amusing joke In real life its usually given little

edge by ma king the protagonists blondes Poles

Irishmen or whoever happens to he the current butt

of such politically incorrect humour But an inability

to see things through the eyes of others is by no means

restricted to those with slow minds

Robert McNaniara former US Defense Secretary

and key architect of the Vietnam war died in 2009

He spent
much of the last 30 years of his life

WPP ANNUA.L RFPG12T 2012



What think

s3 ci dPi Mk.in .a Lul .1

agonisina over that futile optiation and its deadly

consequun.cs One of his tondusions was this his

urn al failure had been failure to Fnow his entmy
Jo put ouiselvcs inside air skin and look at us

through that qes
lheiesul ofthatoinisionwasnotamildb

amus ng jolcc

Jo su things th ough the eyes of another individual

is an extraordinarily dithc.uh thing to do It doesnt

even have satisfactory name Used properly th

nord empath would do well cnough but its rarely

uwdproperly Wemostlyuseittomeanasoitof

uper sued sympath incited diction aries suggest

synonym su ii as undcrstanding ot compassion

Rcal unpathy goes much dc.epei than that

Pscbotogists tall it lheory of Mmd whn.h has

bee defined is the ability to aunt ately infer anochet

persons thoughts antI then use that infeienc.e to

c.onstruct an appropriate response hits the full

meaning that the void empathy positive empathy

shoul carry and so seldom does

In his book 1cm Degees of rnpatb Sim

Baron Cohen Proftssov at ambiidgc Unhersns

contcnds that we all lie sotnest heir on an empathy

sputium hose the posathe end of the
specti urn

ate highis sensitive to the ideas and thoughts of

cthus and tap iblc of adjusting theii behaviour it

iesponse to them tint igumgly he goes on to suggest

that acts of humai cruelts may not be the result of

somevaguecon..eptc.alled evil but ola total and

absolute absenet of empathy Pot somebods right

at the
ntgative

end of the c.mpathy spec num utterly

incapable of realising that other people han thoughts

or feeling of then on an act of ruth of tow se

not seen as suth at all Psychopaths mas possess tern

degtecs of cmpath
loi thos of us in the business of communication

and persuasion wc med to be
pi rnaan ntis consciot

of she effects of both positive and negative foams

of einpithv the fust bet aaw it will saw us from

inadvertently misleading ua.ulting or bewildei

our sudiences and the stcond betause it can hugely

matasetheclarit and u.cqt.abali vofwhatweare

tttcnaptinp communk ate

Aslonagoasl996mhe Itcnhlcctures

Piofessot Jean Aitchison Professoi of anguae

inc unmunic turn at the nisc.r ity of Ocfrnd

said this effeetise pirsuader must be able to

imagmi ents ftc ni .mothu ersons pon of vi

In fashion able jaigon he 01 she must have heoi

of 54 ml And course its not oul0 t.vents that we
need to able to imagine op mons prejudi es

and cspcnences as ascIi

If iou ci had ulephc tic conversation with

stout yc old ehild you II kvow that we an.n

all born with fulls-formed empathy already

pr%rammed in

hataievou loing ouaskshedaild.PIaying

hercphcs Whatwtthsouask lhissaystheeliW

Whatsthis3ou ask Ihis his saystheif lid

detplirnaSlioarstuptbt4.Iuteadofbcrng rn

c.ithcrsidt olacaaalyouandthtcluidaieouelthei

itekplonelineandexactlybkc kconlw he
cluldhasfaikdtoputhimsefn anoihci peison%place

lie knows what lits been plating with he ciii set what

hesbeenpimnp with ssh awyot soignoiant

Robert McNamara lea ned the hud wry about he

penalties mc ut ci through fatting to give enough

thought and imaginatto to the contents of othc

peoples heads Half untuiy later so did

olin Powell

Aslctd in 2009 about the msasion of Iraq and

how it had affected US/I uropnn iclations he said

this Our policics hate giated and sonletimts we han

used languag. which was in selected with dear

undeistanding of how it would fall on uropean ems

We can aotof comic esei he absolutely certain

how out wows or aet.kns will fall cut uthu peupis

ars but theft saw ext usc for not consei insI dome

our best io imaçtne how thcr might whethtr its
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What we think
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sick email to an individual or mammoth marketing

campaign directed at millions

Politicians like to claim Ive made it absolutely

elear hey may think they have but they should

never take it fot gi anted he only people who

can know vs ith certainty that something was

abs lutely clear are not the transmitters of

essages hut the receivers

Primitive examples of poor empathy scores are

easy enough to collect You stop to ask the way of

Imal inhabitant and ire advised to turn left where

the mailbox used to be You see sign reading

hen this sign is undervs ater the road ahead is

nripassable Youre in an airciaft and are insti ucted

If on are sitting in an exit roy and you cannot

cad th card please tell crew member In each

instance the transmitters have patently failed to

put themselves in the place ot their audience

But most examples of such failures to empathise

are of course invisible and probably go undetected

We may nevem know boy by omitting the most basic

conjecture weve failed to be undersrood as we

confidently hoped and thought vve vs ould be

\t least as important as the penalties we incur for

ding to put ourselves in the shoes of others are the

itential benefits we stand to gain when vve succeed

In any debate in any attempt to persuade or

convert the first thing you need to try and establish

to imagine is the level of knovs ledge or ignorance

of preji dice for or against in the minds of your

dience If von begin to understand this you know

ii unIv vs hat resistances you need to us ercome
hut just as valuably what you may confidently take

for granted

Ask 20 yearold copywriter to write some

catI logue copy for ney pair of long handled

toeuiai clippers planner will explain that they

have been designed for those of senior years And the

copy
vvrirer will dutifully write Getting on bit

Back bit stiff Now new ExtraLong Snippex let

you tn in without bending
he copywriter is both to be commended

for hay ing attempted empathy and criticised for

having fuled

nyone in the market for pail of long handled

toe nail clippers already knows th it theyre getting

on bit and alicady knows that bending isn as

easy as it used to be All they need is the one bit of

information they dont tlready possess and thats the

arrival of some nc longhandled toe nail lippei

rhey do the rest And when any co nmn nication is

contributed to and completed by its audience its

infinitely stronger Thats what Arthur Koestler

meant when he wmote he artist des his subjects

by tumning them into accomplices

Like politicians ye strive to make things

absolutely clear Sometimes we makr them clearer

by leaving things out

Jeremy Bulimore is member of the WPP

Advisory Board
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Who runs WPP
Board of Directors

Non-executive chairman

Philip Lader

Chairman of the Nomination and

Governance Committee

Member of the Compensation Committee

Executive directors

Sir Martin Sorrell

Chief executive

Paul Richardson

Finance director

Chairman of the Sustainability Committee

Mark Read

Strategy director

Chief executive WPP Digital

Non-executive directors

Cohn Day
Member of the Audit Committee and

Compensation_Committee

Esther Dyson

Member of the Compensation Committee

and Nomination and Governance Committee

Orit Gadiesh

Member of the Nomination and

Governance Committee

Ruigang Li

Stanley Bud Morten

Koichiro Naganuma

Lubna Olayan until 13 June 2012

Member of the Nomination and

Governance Committee

John Quelch

Jeffrey Rosen

Chairman of the Compensation Committee

Member of the Audit Committee

Senior independent_director

Timothy Shriver

Member of the Compensation Committee

Paul Spencer

Chairman of the Audit Committee

Sol Trujillo

Member of the Audit Committee

Members of the Advisory Board

Jeremy Bulmore

John Jackson

Richard Rivers

Company Secretary

Marie Capes
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Who runs WPP
Board of Directors

Board of Directors Mark Read Strategy director and CEO
WPP Digital Age 46

Philip Lader Non-executive chairman Age 67

Philip Lader was appointed chairman of WPP in

2001 The US Ambassador to the Court of St Jamess

from 1997 to 2001 he previously served in several

senior executive roles in the US government

including as member of the Presidents Cabinet

and as White House Deputy Chief of Staff Before

entering government service he was executive vice

president of the company managing the late Sir

James Goldsmiths US holdings and president of

both prominent American real estate company
and universities in the US and Australia lawyer

he is also senior advisor to Morgan Stanley

director of Marathon Oil Rusal and AES

Corporations trustee of the Smithsonian Museum

of American History and the Atlantic Council and

member of the Council on Foreign Relations

ShMartin Sorrell Chief executive Age 68

Sir Martin Sorrell joined WPP in 1986 as director

becoming Group chief executive in the same year He is

non-executive director of Formula One and Alcoa Inc

msorrell@wpp.com

Paul Richardson Finance director Age 55

Paul Richardson became Group finance director

of WPP in 1996 after four
years

with the Company

as director of treasury
He is responsible for the

Groups worldwide functions in finance information

technology procurement property treasury

taxation internal audit and sustainability

He is chartered accountant and fellow of the

Association of Corporate Treasurers He is non-

executive director of CEVA Group plc Chime

Communications PLC and STW Communications

Group Limited in Australia the last two being

companies associated with the Group

prichardson@wpp.com

Mark Read was appointed director in March 2005

He has been WPPs director of strategy since 2002

and is also chief executive of WPP Digital He is

member of the Supervisory Board of HighCo and

director of CHIPartners He worked at WPP
between 1989 and 1995 in both parent company

and operating company roles Prior to rejoining

WPP in 2002 he was principal at the consultancy

firm of Booz-Allen Hamilton and founded and

developed the company WebRewards in the UK
He is trustee of the Natural History Museum

Development Trust

mread@wpp.com

Cohn Day Non-executive director Age 58

Cohn Day was appointed non-executive director

of WPP in July 2005 He is the Chief Executive

of Filtrona plc and non-executive director of

Amec He was the group finance director of

Reckitt Benckiser plc until April 2011 having been

appointed to its board in September 2000 Previously

he has been group finance director of Aegis Group

plc and held number of senior finance positions

with the ABB Group plc and Ie La Rue Group plc

He was non-executive director of Vero Group

plc until 1998 Bell Group plc until 2004 Imperial

Tobacco plc until February 2007 easyJet plc

until September 2005 and Cadbury plc until 2010

Esther Dyson Non-executive director Age 61

Esther Dyson was appointed director of WPP
in 1999 In 2004 she sold her business EDventure

Holdings to CNET Networks the US-based

interactive media company now owned by CBS

She left CNET at the end of 2006 and now operates

as an independent investor and writer again under

the name EDventure She has been highly influential

for the past
30

years on the basis of her insights into

online/information technology markets and their
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Who runs WPP
Board ol Directors

commercial/social impact worldwide including the

emerging markets of Central Eastern Europe Asia

and Africa An active investor as well as an analyst

observer she participated in the sale of Flickr to

Yahoo of Medstory and Powerset to Microsoft

and of Vizu to Nielsen among others She sits on the

boards of Russias leading search company Yandex

YNDX and also of non-listed start-ups including

23andMe Eventful.com Meetup NewspaperDirect

Canada Voxiva US and XCOR Aerospace US
Her current investments include Evernote Gridpoint

Linkedln Nomanini Omada Health Space

Adventures and Square She is also active in public

affairs and was founding chairman of ICANN the

domain name policy agency from 1998 to 2000 She

currently sits on the board of the Sunlight Foundation

which advocates transparency in government

and writes monthly column for Project Syndicate

http//www.project-syndicate.org/contributor/

esther-dyson which is distributed worldwide

Orit Gadiesh Non-executive director Age 62

Orit Gadiesh was appointed director in April

2004 She is chairman of Bain Company Inc
and world-renowned

expert on management and

corporate strategy
She holds an MBA from Harvard

Business School was Baker Scholar and was also

presented the Brown Award Ms Gadiesh is member

of the Foundation Board for the World Economic

Forum as well as member of the International

Business Council of the World Economic Forum

She is on the Board of Directors of The Peres Institute

for Peace sits on the International Advisory Board

of The Atlantic Council of the United States and the

Advisory Board for the British-American Business

Council as well as an Advisory Board member at the

China Europe International Business School CEIBS
She is the Chairman of the International Business

Leaders Advisory Council for the Mayor of Shanghai

IBLAC and sits on the International Advisory Board

at HEC School of Management in France

Ruigang Li Non-executive director Age 43

Ruigang Li was appointed director of WPP in

October 2010 He is Founding Chairman of China

Media Capital CMC Chinas first sovereign private

equity fund dedicated to Media and Entertainment

sector investment Through Lis chairmanship CMCs
most important investments include controlling stake

acquisition of News Corporations China assets

joint venture with DreamWorks Animation joint

venture with world-leading Chinese language TV
content provider and broadcaster TVB Chinas largest

TV shopping company OCJ all of groundbreaking

industrial significance in China and beyond Li was

CEO of SMG Shanghai Media Group for 10 years

while he grew SMG into Chinas leading media

conglomerate with the most diversified media assets

of national reach

Stanley Bud Morten Non-executive director

Age 69

Bud Morten was appointed director in 1991 He is

consultant and private investor From 2003 to 2009

he was the Independent Consultant to Citigroup/

Smith Barney with responsibility for its independent

research requirements Previously he was the chief

operating officer of Punk Ziegel Co New

York investment banking firm with focus on the

healthcare and technology industries Before that he

was the managing director of the equity division of

Wertheim Schroder Co Inc in New York He

is former non-executive director of Register.com

which was sold to private equity firm in November

2005 and of The Motley Fool Inc He is also

non-executive director of Darien Rowayton Bank

private company
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Who runs WPP
Board of Directors

Koichiro Ncxgcinwna Non-executive director Age 68 Jeffrey Rosen Non-executive director Age 65

Koichiro Naganuma was appointed director in

February 2004 He is chairman of the Board of

Asatsu-DK Inc also known as ADK He is also

vice chairman of the Japan Advertising Association

and chairman of the Japan Advertising Industry

Pension Fund Joining ADK in 1981 he

was president and Group CEO from 199 1-2010

ADK is Japans third largest advertising and

communications company and 15th largest in

the world

John Quelch Non-executive director Age 61

John Quelch was appointed director of WPP in

1988 He is the Charles Edward Wilson Professor of

Business Administration at Harvard Business School

and Professor in Health Policy and Management at

Harvard School of Public Health He also serves as

the Honorary Consul General of the Kingdom of

Morocco for New England Between 2011 and 2013

he served as Dean Vice President and Distinguished

Professor of International Management at China

Europe International Business School in Shanghai

Between 2001 and 2011 he was the Lincoln Filene

Professor of Business Administration and Senior

Associate Dean at Harvard Business School Between

1998 and 2001 he was Dean of the London Business

School Between 2002 and 2011 he served as

chairman of Massachusetts Port Authority and as

Honorary Chairman of the British American Business

Council of New England Professor Quelchs writings

focus on global business practice in emerging as well

as developed markets international marketing and the

role of the multinational corporation and the nation

state He is non-executive director of Alere Inc

and member of the Trilateral Commission and the

Council on Foreign Relations He served previously

on the boards of Blue Circle Industries plc easyjet plc

Pentland Group plc Pepsi Bottling Group and Reebok

International Limited In the 2011 Honours List he

was awarded CBE for services to the promotion of

British business

Jeffrey Rosen was appointed director of WPP
in December 2004 He is deputy chairman and

managing director of Lazard with over 40 years

experience in international investment banking and

corporate finance He is member of the Council

on Foreign Relations and is President of the Board

of Trustees of the International Center of

Photography in New York

Timothy Shriver Non-executive director Age 53

Tim Shriver was appointed director of WPP in

August 2007 He is social leader educator activist

film producer and business entrepreneur As

Chairman and CEO of Special Olympics he serves

nearly four million Special Olympic athletes in 180

countries all working to promote health education

and unity through the joy of sports Before joining

Special Olympics in 1995 he was and remains

leading educator focusing on the social and emotional

factors in learning He co-founded and currently

chairs the Collaborative for Academic Social and

Emotional Learning CASEL the leading research

organisation in the field of social and emotional

learning He is member of the Council on Foreign

Relations He chairs the board of Lovin Scoopful

cause-related consumer products brand specializing

in ice cream that loves you as much as you love it

WPP ANNUAL PEPOIT 2012



Who runs WPP
Board of Directors

Paul Spencer Non-executive director Age 63

Paul Spencer was appointed director of WPP
in April 2004 He is financier with 20 years

experience in the financial management of number

of blue-chip companies including British Leyland

plc Rolls-Royce plc Hanson plc and Royal Sun

Alliance plc He has held number of non-executive

directorships including until 2009 Chairman of

NSI National Savings and Investments He is

the Independent Trustee of BT BA and Rolls-Royce

Group pension funds He is Chairman of Hermes

Asset Managers Ltd In the 2010 Honours List he

was awarded CBE for services to the financial

services industry Paul is governor of Motability

UK charity for the disabled

Sol Trujfflo Non-executive director Age 61

Sol Trujillo was appointed director of WPP in

October 2010 He is an international business

executive with three decades experience as CEO
of large market cap global companies in the US
the EU and Asia Pacific including US West now
CenturyLink Orange now France Telecom and

Telstra the Australian communications company

digital pioneer operating in the telecommunications

technology and media space he has been long-time

champion of high-speed broadband and pioneer

and innovator of smartphone and the mobile internet

to stimulate productivity and innovation across all

sectors of the economy He has managed operations

in more than 25 countries including developed and

emerging markets from the EU and North America

to China South Asia Africa and the Middle East

He currently sits on corporate boards in the US EU
and China including Target Western Union and

ProAmerica Bank in the US and in Asia Silk Road

Technologies in China where he is Board chairman

In the public sector Mr Trujillo served as trade policy

advisor to the Clinton and Bush administrations and

remains active on public policy issues related to

immigration trade productivity and fiscal affairs
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Dear share owner

midst these pages reports are an artists

ff playful animals prompting this chairman

to comment on partjcular elephant

Share owners undoubtedly will he

pleased to note the Companys new records revenue

profit geographic scope headline margin creative

excellence and earnings per share among others

Market captai.isation has exceeded $20 billion for

the first time dividends per slare rose 60% over the

last two years and the dividend paymut ratio

reached almost 40% Our creative talent has been

recognized by this industrys top Oscar in each o.f

the first two years it was awarded

All this was achieved in an extremely challenging

economic environment Business confidence has been

fragile 2012 was no slamdunk year

Credit goes deservedly to the Groups 165000

people literally around the globe But much in the

medias
eye

has been one individual

As Ii kely from an opinionated group o.f genuinely

indepeudentminded directors animated debates are

not infrequent around WPPs Board table We are

unanimous however in the judgement that Martin

Sorrell is the best chief executive officer in this

industry and the Person who can best serve the

interests of share owners in this role at this time

Yet as chairman am expected to ask What
have you done for us today And hasten to add

What about tomorrow

Chairman of the

Company and chairman

of the Nomination and

Governance Committee

WPPs 2012 performance evidences in the

Boards estimate the continued vision and energy

entrepreneurial instinct strategic judgement and

prudent financial management of an exceptional

CEO one who is invested in this Company to an

extraordinary degree And there is no sign of his

slowing down
Share owners can he certain that nothing less

will be required by this Board They have charged

us with WPPs longterm stewardship ensuring

that this remarkable Company continues to he an

industry leader responsible employer and corporate

citizen and share owner wealthbuilder well beyond

the career of any single individual

Sir Martin like all of us is not immune from

being hit by the proverbial bus And someone having

celebrated 68 birthdays who has routinely worked

80hour weeks for 27 years may one morning

decide to start new venture or even seek to

discover what weekends can he like

That elephant has not been overlooked by

your .Board

Succession planning we recognise is one o.f our

most fundamental duties

Thats why at virtually every Board meeting

over the past several years there has been review

of positiomsuccession optlon.s and management

development throughout the Groups operating

companies and functional roles Within each annual

left
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Review of the Companys
governance and the Nomination

and Governance Committee

Peport by Philip Lader

Chairman of the Nomination and
Governance Committee

Nomination and Governance Committee members

Meetings

Philip Lader chaiiman
Esther Dyson

Orit Gadiesh

By invitation

Bud Morten

Dear share owner

Committee responsibilities and how they were

discharged in 2012

hroughout 2012 Board performance

and succession planning not oniy for

senior management but also for non-

executive directors were the principal

focus of the Nomination and Governance

Committees five formal meetings and frequent

informal exchanges between Committee members

and our fellow directors At most of these sessions

and in several 2013 Committee meetings all

directors were invited to participate and the

Committees recommendations to the Board

generally reflected the consensus of opinions from

such larger number of non-executive directors

Additionally at two lengthy meetings of non-

executive directors members of this Committee

addressing issues raised at Committee meetings

played central role in consideration of how the

WPP Board could be increasingly effective and

what preparations should be made to deal with

potential personnel industry and client challenges

which might arise

Board refreshment

Directors report

2012-14 is an important transitional period for

this Board

With the demands of her Saudi Arabian-based

commercial and international public-interest

commitments leading to Lubna Olayans not standing

for re-election the institutional memory and industry

judgement of several long-standing non-executive

directors were especially important last year

Professor John Quelch CBE then-Dean of

the China Europe International Business School

as well as former Dean of London Business School

and Senior Associate Dean of Harvard Business

School has served for 25 years as WPP non-

executive director contributing both global

perspective and the always-current insights of

one of the worlds leading marketing authorities

Bud Morten having served on this Board for 22

years is truly directors director an independent-

minded challenger to senior-most management

commonly-accepted assumptions and premises

of
every sort it is Bud who also invariably finds

the misplaced participle in legal document or

missing digit in financial projections

Paul Spencer nine-year veteran of this Board

whose CBE honors long career in finance and wide

recognition of competencies evidenced in his service

as chairman of Hermes Asset Managers Ltd and

Independent Trustee of BT BA and Rolls-Royce

Group pension funds has been nothing short of

superb chairman of the Audit Committee Little that

could possibly affect the Groups performance and

reputation escapes his close scrutiny direct straight

talk is his manner The Board has been privileged

to have his dedicated service

Koichiro Naganuma from his leadership role

in one of Japans major advertising agencies

contributed insights into industry and economic

trends in that important market

John Bud Paul and Naganuma-san will not

be standing for re-election to the Board And they

like Lubna will be very much missed

Buds Johns and Naganuma-sans institutional

memory and ready continuing assistance will be
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Directors report

ensured however by their appointment to WPPs

Advisory Board for the coming year

Over the years have conveyed the Boards

unanimous belief that directors independence

should be determined on factual rather than

mere timeline basis With its scale and range of

commercial activities WPP benefits enormously from

directors who have long history with the Company

and are actively engaged in the Groups governance

Continuity of effective truly independent directors

in your Boards opinion serves owners best interests

That said the Board has taken several actions

affecting non-executive directors tenure

All WPP directors stand for annual share

owner re-election

Newly-elected non-executive directors shall

not stand for re-election after having served for the

period of their independence under applicable US

and UK governance authority that presently being

the nine-year rule

This policy will also apply generally to currently

serving non-executive directors

To ensure an effective boardroom transition

Orit Gadiesh and Esther Dyson the former chair

of Bain Company the latter an international

investor in web-based businesses and leading

authority on all matters digital who are both

extremely valuable directors and in the Boards

view genuinely independent notwithstanding

their having served for more than nine years

are proposed for re-election as directors But they

will retire from the Board prior to the 2014 AGM

Committee leadership and service

Jeffrey Rosen has served on this Board since 2005

and has devoted enormous time and effort to the role

of Compensation Committee chairman Given the

complexity of the Groups remuneration plans and the

need for their major revision this past year the Board

asked Jeffrey and he agreed to continue in this role

through December 2013 He now stands for re-election

as non-executive director and though stepping down

from that committee at that time would continue to

apply his international financial experience to the Audit

Committees work and his in-depth understanding

of the Group as senior independent director

Esther Dyson and shall also retire from the

Compensation Committee in December 2013

This Committees continuity would be ensured

however by the continuing service of Cohn Day

and Tim Shriver who would be joined by current

non-executive directors Ruigang Li and Sol Trujillo

and as follows new members of the Board

To succeed Jeffrey as Compensation Committee

chairman in January 2014 highly-qualified

candidate has been selected by the Board and has

agreed to serve but potential client conflicts cannot

in the judgement of WPPs counsel be sufficiently

cleared before the June 2013 AGM Such conflict

clearance is expected perhaps even before the AGM
but subsequent to printing of this Annual Report
and the Board believes share owners interests would

be
very

well served by the experience judgement and

independent thinking of this individual who would

be appointed upon final clearance

dedicated member of the Audit Committee

Cohn Day the former group finance director

of Reckitt Benckiser and Aegis and non-executive

director of Cadbury Imperial Tobacco and other

public companies as well as the current CEO of

Filtrona plc is exceptionally well qualified to chair

the Audit Committee and if re-elected as non-

executive director at this AGM would immediately

succeed Paul Spencer in that position He would be

assisted by Jeffrey So and as detailed below new

non-executive directors

To direct implementation of this Board

transition the Board has asked me to remain

subject to re-election as chairman of the Board and

the Nomination and Governance Committee at this

time Orit and Esther would continue as members

of this Committee and be joined by Jeffrey Tim

Ruigang and several new non-executive directors

New non-executive diiector appointments

To continue this tradition of candid highly

competent and thoroughly engaged non-executive

directors the Committee undertook an exhaustive
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process of considering the skills and experience

of an extremely broad range of potential candidates

Supplementing the many names proposed by

current Board members the executive recruitment

firm Egon Zehnder International utilized its

consultants around the globe to identify evaluate

and screen highly-diverse universe of individuals

Our criteria focused on diversity in its broadest

sense gender geography career discipline

professional perspective and technical skills

Traditional qualifications financial competencies

media-related marketing-services and developing-

markets experience independence time availability

and the level of commitment were scrutinised

leading to many current directors interviews

of several dozen candidates

Consequently the Board will appoint the

following new non-executive directors who

will stand for election at the June 2013 AGM
Roger Agnelli Brazil non-executive director

ABB former chief executive officer Vale and

Bradespar and non-executive director Spectra

Energy Inco Duke Energy Latas de Aluminio
and other public companies

Dr Jacques Aigrain France chairman
LCH Clearnet and non-executive director Qatar

Financial Centre Authority former chief executive

officer Swiss Re Ltd and investment banker J.P

Morgan Chase Co
Hugo Shong China president International

Data Group-China and executive vice president

IDG non-executive director China Jiuhao Health

Industry Group Mei Ah Entertainment Group Ltd

founding general partner IDG Capital Partners-

Asia/Pacific former managing editor Electronic

Biz China

Sally Susman US executive vice president

for External Affairs Communications Pfizer

Corporation and formerly Estee Lauder

Companies former head of Public Relations

American Express Europe

Subject to AGM approval the composition of our

three main committees would be

Committee Nomination and

composition Audit Remuneration Governance

following 2013 AGM Committee Committee Committee

Philip Lader unsi Dec 2013 char

Roger Agnelli

Jacques Aigrain

Cohn Day chaur

Esther Dyson unSi Dec 2013

Orit Gadiesh

Ruigang Li

Jeffrey Rosen Chuntii Dec 2Ol3

Hugo Shong

Tim Shriver

SallySusman

SolTrujfflo

New chair identified subject to clearance

Thus all members of the Audit and

Compensation Committees and majority of

the members of the Nomination and Governance

Committee would have served for fewer than nine

years on this Board

Continuing board refreshment

The Board refreshment process continues actively

and we propose to appoint two or three additional

new similarly highly-qualified non-executive directors

in the coming year as we prepare for the retirement

of other incumbents

Among number of outstanding candidates

interviewed in the past 24 months is short-list of

exceptionally qualified candidates in addition to

currently-serving non-executive directors to succeed

me as chairman of the Board Until such appointment

planned for 2014 WPPs Board transition and

succession planning will be among my top priorities

In addition to customary governance management

oversight and representational duties shall be

assisting our new colleagues in their familiarization

with this Companys many dimensions continuing

share owner consultations to resolve any outstanding

compensation and governance issues and

participating in the work of committees

Directors report
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Directors report

Terms of reference Review of the Audit Committee

The committees terms of reference which are

reviewed with the Board annually and most recently

in November 2012 are on the Companys website

at www.wpp.com/investor

Sustainability

Paul Richardson chairman of the Companys

Sustainability Committee presented comprehensive

assessment of the Groups sustainability performance

and risks to the committee for 2012 Particularly

noteworthy among the Groups new sustainability

undertakings were the Sustainability Navigator

providing details about sustainability experts across

all operating companies and privacy and data

protection code and training programs which the

committee recognised as increasingly important

to the exercise of WPPs corporate responsibility

Committee and Board evaluation

As with the overall Board self-evaluation the annual

evaluation of the committees effectiveness was

undertaken by the chairman and senior independent

director through questionnaire soliciting all

members opinions and suggestions Responses were

shared with the committee which concluded that

it continued to operate effectively was making

substantial progress in Board refreshment but must

continue such concerted efforts Along with the Board

recruitment process Egon Zehnders consultants

as discussed in the How we comply section of this

Annual Report rendered candid evaluations of our

Boards and this committees performance Their

recommendations in addition to the directors

self-evaluation will be intensely reviewed by this

committee in upcoming meetings with proposals

to the full Board as to increasing its effectiveness

Peport by Paul Spencer

Chairman of the Audit Committee

Audit Committee members
Meetinas

Paul Spencer chcxirmcin

Cohn Day
Sol Trujillo

Jeffrey Posen

By invitation

Philip Lader

Bud Morten

Dear share owner

held nine meetings during the year

which were attended by the external

auditors the Companys chairman the

Group finance director Bud Morten

the director of internal audit the Group chief

counsel and the Company Secretary

Preparatory meetings were also held with the

internal and external auditors as well as members of

the Companys senior management The committee

received presentations from the heads of internal

audit finance tax compliance and treasury and

the GroupM worldwide CFO The committee also

received reports from the Disclosure Committee on

financial reports The Board received regular reports

on all matters of particular significance arising at

the committee meetings

The committees terms of reference which are

reviewed with the Board annually and most recently

in November 2012 are on the Companys website

at www.wpp.com/investor

The committee and its members were formally

assessed by the chairman of the Company as part of

the annual evaluation process
described on page 158

for their technical suitability to be members and also

for its overall effectiveness The Board has designated

Philip Lader

22 April 2013
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me as the committees financial expert for Sarbanes

Oxley Act SOX purposes and as having recent and

relevant financial experience for the purposes of the

UK Corporate Governance Code Each member of

the committee has considerable financial and

financial services expertise as set out in their

biographies on pages 108 to 111

Committee responsibilities and how they were

discharged in 2012

The main matters we dealt with during 2012 were

as follows

the integrity of the Companys

financial statements and reviewing significant

financial reporting judgements

reviewing internal financial control and internal

audit activities

assisting the Board in meeting its responsibilities

in respect
of reviewing and reporting on the systems

and key elements of risk management as they affect

the Group

reviewing the Group Treasury policy with

particular focus on debtors funding foreign

exchange and cash management and the continued

ability of the Group to adopt the going concern

basis in preparing financial statements

reviewing reports on any material litigation or

regulatory reviews involving Group companies

reviewing the Groups mergers and acquisitions

strategy any significant acquisitions due diligence

procedures and integration processes and the debt

financing by the Group

reviewing GroupMs trading model and its risk

assessment processes

reviewing the Groups Code of Business Conduct

and supporting training programs

reviewing the Groups tax strategy and domicile

monitoring the accounting and legal reporting

requirements including all relevant regulations of

the UK Listing Authority the SEC and NASDAQ
and the Jersey Financial Services Commission

overseeing the progress
towards compliance with

Section 404 of SOX for 2012 through regular status

reports submitted by the internal and external auditors

reviewing the procedures and supporting training

programs implemented by the Group in response

to the UK Bribery Act and US Foreign Corrupt

Practices Act and increased regulatory focus

reviewing the Groups reporting systems and

back office integration initiatives

reviewing issues raised on our Right to Speak

helpline and the actions taken in response to

those calls

reviewing the funding strategy for the Groups

pension plans in response to new legislation and

increased funding requirements in the US and the

UK and

reviewing the Groups initiatives and policies

on data privacy and internet security

Financial reporting and significant

financial judgements

Deloitte reported to and discussed with the

committee whether suitable accounting policies

had been adopted in the financial statements for

the year ended 2012 and whether management

had made appropriate estimates and judgements

The main areas of focus in 2012 and matters

where we specifically considered the judgements

that have been made were

the appropriateness of the restructuring charge

taken in 2012 The committee reviewed the

accounting standard criteria the methodology

adopted by management to quantify the charge

and the presentation of the charge and agreed

that management had appropriately presented

recognised and valued the restructuring charge

the assessments made for goodwill impairment

and we confirmed based on managements

expectations of future performance of certain

businesses the level of goodwill impairment

charges required in 2012

the judgements made in respect of tax in

particular deferred tax assets including their

recoverability and the level of tax provisioning

We supported managements assumptions in both

Diiectors report
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Directors report

these areas and believe the current level of provisions

is reasonable

the going concern assessment and key forecast

assumptions We concur with managements going

concern assumptions as set out on page 167
the approach taken to calculating fair value

adjustments in
respect of acquired businesses

and specifically provisions for non-corporate tax

property and legal exposures which the committee

considered was appropriate and in line with

expectations and

accounting for the judgemental elements of

remuneration including holiday pay pensions bonus

accruals and share-based payments We agreed that the

assumptions applied by management are reasonable

External audit

Deloitte has been WPPs auditor since 2002

The lead partner rotates every five
years

and the last

rotation was in 2010 In line with the committees

responsibility to review and appoint the external

auditors and approve their remuneration and terms

of engagement in 2012 we monitored Deloittes

independence objectivity and performance with

reference to frequent reports from Deloitte during

the
year covering the overall audit strategy and the

progress and results of the audit The committee

concluded that it continues to be satisfied with the

performance of Deloitte and that Deloitte continues

to be objective and independent The committee

recommends the reappointment of Deloitte at the

AGM on 12 June 2013

The committee will recommend course of

action to the Board during 2013 to respond to the

new requirement in the Code that the external audit

contract is put out to tender at least every 10 years

Non-audit fees

such as ethical standards issued by the Auditing

Practices Board and SOX Other categories of work

may be provided by the auditors if appropriate and if

pre-approved by the committee either as individual

assignments or as aggregate amounts for specified

categories of services All fees are summarised

periodically for the committee to assess the aggregate

value of non-audit fees against audit fees The level

of fees for 2012 is shown in note on page 189

Succession

This is my ninth year as chairman of the Committee

and will continue to serve through an orderly

transition to Cohn Day who will be my successor

following the AGM
would like to thank my colleagues on the

committee the
parent company executives and

the external advisors for their endeavours in 2012

Paul Spencer

22 April 2013

The committee has established policy regarding

non-audit services that may be provided by the

external auditors which prohibits certain categories of

work in line with relevant guidance on independence
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Letter from the chairman of

the Compensation Committee

Directors report

Dear share owner

The
outcome of the 2012 Annual General

Meeting vote on the Compensation

Committee Report was disappointing for

the members of the Committee and the

Board The vote indicated that the changes which

were made to the CEOs compensation in 2011

and our engagement on these changes with share

owners and representative bodies fell short of the

expectations of majority of them

Therefore following the 2012 AGM the chairman

of the Company and began series of meetings with

share owners and representative bodies to listen to

their issues and concerns so that the committee

could formulate proposals to address them

The dialogue with share owners has been

extensive we have engaged with our largest share

owners and the representative bodies numerous

times Their input and approach have been very

helpful and constructive In formulating changes

which the committee has made to remuneration

policy in general the CEO remuneration package

and the design of long-term incentive plan We

appreciate the time they have devoted to this matter

Details of these changes are set out later in this

report Among the key changes which have been

made or which are proposed are the following

the CEOs remuneration package has been

reduced through adjustments to base salary

pension allowance and short- and long-term

incentive opportunity

the short-term incentive plan for executive

directors has been restructured where appropriate

to emphasise Group financial performance

new long-term incentive plan is being proposed

to share owners for approval at the AGM As before

it is based on five-year performance and vesting

period but performance will be assessed against

three measures relative TSR earnings per share

growth and average return on equity rather than

relative TSR alone and

outcomes for the four LEAP awards that vest in

each of 2014-2017 will be measured on common

currency basis only with no application of fairness

review to take account of currency movements

during the five-year performance periods For the

new LTIP the TSR outcome will be measured half

in common currency half in local currency to reflect

the division of opinion amongst share owncrs as to

the appropriate measure

The changes to the Executive Remuneration

Policy and the proposed LTIP were framed against

the background of WPPs significant growth in size

complexity and share owner value since 2007

and its strong relative TSR performance against

its comparators since that date They were also

structured to be consistent with WPPs overall

philosophy of executive compensation that it should

be substantially oriented towards performance-based

compensation that substantial proportion of

that compensation should require long performance

periods and that it should be consistent with

and indeed reinforce the Groups strategy

The CEOs remuneration opportunity is now

consistent with the lower levels which prevailed

in the 2007-2010 period 2007 being the last
year

prior to 2011 in which changes to his remuneration

opportunity were implemented This reduction in

no way reflects the committees or the Boards view

of the importance of the CEO to the Company and

its success and his unique mix of skills and for

which numerous share owners have expressed their

appreciation Nevertheless the changes we have made

were designed to be responsive to an environment

in which moderation of executive compensation

is considered necessary
and appropriate

The Group performed at record levels in 2012

in what proved to be
very challenging general

economic environment Because of equally challenging

performance criteria short-term incentive payments

were at or just above target levels

For the five years to year-end 2012 WPPs
TSR performed strongly relative to its comparators

Ill
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Highlights

As result the five-year LEAP awards which were

granted in 2008 vested at level equivalent to 86%
of the maximum payout measured on common

currency basis This result reflects the strong underlying

performance of the Company and the focus on share

owner value created by the management team which

steered the Group to success over these five-years

The committee is supportive of the UK Department

for Business Innovation Skills drive to improve the

transparency and clarity in the reporting of directors

remuneration To that end we have voluntarily

incorporated many of the proposed changes contained

in the draft regulations into our report this year

would like to thank and give my appreciation

to my fellow committee members and members

of the Board and management who support the

Compensation Committees work for their support

and guidance over the last year It has never been

more appreciated

Jeffrey flosen

Chairman of the Compensation Committee

22 April 2013

What we have changed

The changes that have been made as result of the

Compensation Committees consultation with share

owners are described below in summary and in more

detail later in this report

CEO remuneration

While share owners recognised the increased scale and

complexity of WPP since the previous compensation

changes in 2007 the global nature of the group and the

exceptional performance and leadership of the CEO
share owners nonetheless advised the Company that

they believed the CEOs 2011 remuneration package

was too high relative to the UK market Informed by

extensive consultation with many of our major share

owners significant reductions have therefore been

made to the CEOs remuneration package

For 2012 the CEOs short- and long-term incentive

opportunities were both substantially reduced Target

short-term incentive opportunity reduced from 3.2
million to 2.5 million with corresponding reduction

in the maximum opportunity from 6.5 million to

million This reduction was effective January 2012

The maximum long-term incentive opportunity was

also reduced by over 23% in 2012

For 2013 further reductions to the package

have been implemented Base salary has been reduced

to 1.15 million from 1.3 million and the pension

contribution has reduced from 45% of base salary

and fees to 40% Overall the impact of the changes is

reduction in the CEOs target pay to result in it being

at level similar to that received from 2007 to 2010

2012 2013

Change in CEO total target pay versus 2011 -20% -34%
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Letter from the chairman of the Compensation Committee

Short-term incentive 2013 Compensation Committee membership

The structure of the short-term incentive opportunities

for the executive directors has remained stable over

many years However as part of the overall review

of the Executive Remuneration Policy it was

considered that there was an opportunity to update

the short-term incentive arrangements and strengthen

the link between payouts and the performance of the

Company With effect from 2012 the performance

of the executives has been assessed relative to

scorecard 70% of which is linked to WPP financial

performance and 30% based on personal strategic

goals Previously performance was based equally on

financial performance financial performance relative

to our competitors and personal goals

New 2013 long-term incentive plan

As described in more detail in the chairmans report

the composition of the Board and the key committees

are being refreshed The Compensation Committee

chairman Jeffrey Rosen will step down from the

committee in December 2013 as will Esther Dyson

and Philip Lader If elected to serve as newly-

appointed non-executive directors Roger Agnelli

Jacques Aigrain and Hugo Shong would join Cohn

Day Sol Trujillo Tim Shriver and Ruigang Li on the

Compensation Committee with an identified

well-qualified individual whose client conflict

clearance as discussed in the Nomination and

Governance Committee report cannot be finahised

prior to the AGM to be appointed upon such

clearance and to serve as its chair

LEAP was one of number of innovative co-investment

plans which have served the Company well since the

introduction of the first co-investment plan in 1994

The final awards under LEAP III were made in 2012

As result new plan is being recommended to share

owners for approval at the AGM in June 2013

This plan adopts simpler structure while retaining

some of the key features of LEAP such as five-year

performance period clawback and pro-ration of

awards for early leavers

Three independent measures will be used to assess

performance over each five-year period relative TSR

against an industry peer group earnings per
share

EPS growth and
average return on equity ROE

These measures aim to capture and reward stretching

performance in growth capital efficiency and returns

to share owners Threshold vesting will reduce from

30% to 20% of an award

These proposed changes in plan design accord

with much of the feedback received from share

owners during the extensive consultation process

As the Company is moving from co-investment

plan structure to more standard performance share

plan design Share Ownership Guidelines are also

being introduced These share ownership requirements

will be amongst the highest in the UK
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Uf 1fl

olloss ing the 2012 ACj\1 where share ownei

icerns ss ere demonsti ated the loss level of

si ppm for the Compensation onirnittee Report

the committee undertook review of many aspects

of the Ixeeutive Remuneration Policy as detailed

on page 121 While the changes have heen discussed

lscwhei it is also important to set out how the

onipan dealt ss ith anotliei aspect of shaie owners

concei ns namely how the Company engaged with

sl are owiiei tO addiess this feedback on the

yes ntis Remunetation Polic

luting the summer the chairmen of both the

mpaip and the ompensatiOn Committee met vs ith

\XPPs largest share owners reflecting in excess of 40c

of tI ompany issued share capital and prominent

nist itutional investor advisory bodies The objective

of tI ese leetings vi as to solicit feedback generally

in ordei to understand share owner concei ns and

opi ions befoi formulating ness pi oposals

hese nietings provided the committee vi ith

cons ructivc feedback with respect to its own

pi ocesses as vs elf as the structure and level of

compens ition for txecutive directors Building on

this feedhaclr the committee undertook extensis

discussions throughout the forniulation of its

his yearli Compensation Committee Report is split

into two main sections as envisaged by the P1

Depaitment for Business Innovation Skills proposals

Within this ieport colour is used to denote different

olrnei its of remunetation as follows

Fixed elements of remuneration

base salary and fees benefits and pension

Vanable elements of remuneration are denoted by
Shortteim incentives

Lot term incentives

recommendations For the structures and levels

of compensation for ext cutis dires tors in 201

Betwcen late September and ovember 2012

the committee piesented these proposals to sh iie

owners for discussion with ievs to ineni poiating

feedback into the
process of fine tuning niany aspects

of the xeuti\ Remnneration Pal icy In Januai to

March 201 the committee revei ted to share owners

to discuss the final proposals as disclosed in this

Compensation Couun itt cc Repoi lul lowing these

rounds of consultation the aggi egare chaiiges to the

P0s tc iuunei anon amounted to reduction in the

target pack age of 340 whet compa red to 2011

hik the final arrangements detailed oii page

123 will not meet evcry share on nets individual

pieferences or views on what is best for the

Company the committee has sought to balance the

broad range of views expi essed by share ownet vs ith

the needs of the business he committee believi

that the ch ingcs to the Fxccutne Rniaiwraninn

Policy ai in the best collective interests of the share

owners of WPP while ri inforcing tI alignment

vs ith business sti ategy and th it they is i11 conll nile

to icentis ise mat ivate md re wa the executive

directors for truly exceptional perfoi iii ince

he committee wou1d like to th ink share ow ners

for theii time md input over tIre list nine mnonth
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Looking forward

his hi st section of the olnpeiisation Unnmittee Report entitled Looking tbrivard contains details of the

onganys F.xecutis Remuneration Policy that ss ill go em the onipauys intentionc as rep
irds future pas ments

Out lission statement and our six business obectises shape our xecutise Remuneration Policy Broadls

ihis Policy is determined b\ three guiding principles

perfori ance driven reward

ompetitiveness and

elignment with share ov ner interests

pecihca1l our six business objectives as set out on page 32 are eflected in the design of out compel isatir iii

plans as set out helms
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conditions elsewhere in the Group which in turn are informed by general market conditions and internal

ctors such as the performance of the Group or relevant business unit
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Letter from the chairman of the Compensation Committee

Operation Changes for 2013

Pension Pension is provided by way of defined contributions or cash The pension contributions for Paul

To enable provision for allowance determined as percentage of base salary Richardson and Mark lead will be

personal and dependant reviewed but not necessarily

retisement benedl
The pension contribution is 40% of salary for the CEO 30% of salary

ot tie remuneration

for the CFO and 10% for the CEO WPP Digital review that will take pkze in 2013

Short-term incentives

To drive the achievement Cash Bonus and Executive Share Awards ESA None

of business priorities for Executive directors short-term incentive opportunity is delivered in

the financial year and the form of cash bonus and deferred share award ESA the latter

to motivate retain and constituting at least 50% of the total bonus achieved The ESA will

reward executives over vest alter minimum of two years subject to continued employment

medium term while together with additional shares in respect of accrued dividends ESAs

aligning with interests are subject to clawback during the vesting period

of share owners
Performance measures and targets are reviewed and set annually

to ensure continuing strategic alignment Achievement levels are

determined following year-end by the Compensation Committee

based on performance against targets

Opportunity

Total bonus opportunity minimum target and maximum as

of base salary and fees

Mm Target Max

Sir Martin Sorrell 0% 217.5% 435%

Paul Richardson 0% 200% 300%

Mark Read 0% 134% 200%

Performance conditions

70% subject to financial performance either at Group or divisional

level depending on the role

30% subject to personal objectives linked to the strategy of WPP or

the relevant business area

Long-term incentives proposed

To incentivise long-term Executive Performance Share Plan Subject to approval at the 2013

performance and to focus Executives may receive an annual award of conditional shares AGM awards wifi be marie to the

on long-term retention The Compensation Committee has the authority to make awards executive directors and other senior

and strategic priorities The Compensation Committee will retain discretion to adjust the management in 2013

while maximising levels of vesting if it considers that as result of an exceptional

alignment with share event or exceptional circumstances it is materially easier or harder

owner interests for WPP to achieve performance measure The committee will

not make adjustments based on currency fluctuations

Clcrwback applies to unvested awards

Proposed award levels in 2013 as multiple of base salary and fees

Sir Martin Sorrell 9.74

Pcxul Richardson 4.00

Mark Read 2.00

Plan maximum 9.75 times base salary and fees

Performance measures measured over five-year period

33% relative TSR 50% common and 50% local currency

33% EPS growth

33% average ROE

All measures are independent of each other

Vesting schedule

Threshold 20%/Mcnmimum 100% straight-line vesting between

threshold and maximum
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Letter from the chairman of the Compensation Committee

Operation

Long-teim incentives legacy awards

LEAP III no further grants to be made
Executives were invited to participate in the plan annually by the

Compensation Committee Individuals must have invested in WPP

shares and committed to hold them for the five-year performance

period Investment levels were determined by the committee subject

to an overall maximum final number of matching shares together

with dividends that would have accrued on the matching shares

will be awarded proportionate to the investment dependent on

the performance of WPP Clawback applies to unvested awards

The Plan was terminated at 31 December 2012

Award level

Select employees were invited to commit investments in WPP shares

at the discretion of the Compensation Committee subject to an overall

maximum of one-times the individuals total target earnings The

maximum award is equivalent to five-times an individuals investment

Performance conditions

100% relative TSR common currency performance against

customised group of WPPs peers weighted by market capitallsation

measured over five years

Following the end of the performance period the Compensation

Committee undertakes fairness review to deternune whether any

exceptional events have impacted the outcome and that the resulting

match is in line with financial performance relative to the comparator

group and the underlying financial performance of the Group

Vesting schedule

Threshold 30%/Maximum 100% straight-line vesting between

threshold and maximum

Defeied awards

The Company has previously received share owner approval to

permit the CEO to defer the receipt of several of his share awards

These include the UK and US Deferred Stock Units Awards Agreements

which are the agreements that now comprise the awards granted

under the Capital Investment Plan in 1995 In accordance with share

owner approval Sir Martin Sorrell receives dividend equivalent

payments DEPs in respect of these two awards

In addition Sir Martin Sorrell has deferred receipt of his UK and US

2004 2005 and 2007 LEAP awards and the UK part of his 2006 LEAP

award The UK awards are options that can be exercised at any time

until November 2017 The US awards wifi vest on the earlier of the end

of his employment with the Company and 30 November 2017 Sir

Martin has also received share owner approval to joinily elect with

the Company to defer receipt of his UK and US 2009 LEAP awards

Outstanding options

Mark Read was granted two tranches of options under the Executive

Stock Option Plan prior to his appointment as director These options

are fully exercisable and are detailed on page 139

Changes for 2013

For the four outstanding LEAP

awards TSR will be measured using

common currency with vesting

levels subject to fairness review that

will not consider adjustments driven

by currency movements

None

None
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Letter from the chairman of the Compensation Committee

Chairmanand non-executive directors

Operation Changes for 2013

Fixed elements

Fees Fees are reviewed every two years and take into account the skills Subject to review in 2013

To reflect he skifis experience and time required to undertake the role as well as fee

experience and time levels in similarly-sized 13K companies The chairman of the Company

required to undertake advised the Compensation Committee that while entitled his

the role fee should nat be reviewed in 2012 The review of the fees of all

nan-executive directors was deferred and will take place in 2013

An aggregate fee is paid to the chairman with non-executive directors

receiving Board fee and then additional fees as appropriate

far serving on the Audit Compensation and Nomination and

Governance Committees

The committee retains the discretion to pay cansultancy tees to any

nan-executive director whose work falls outside the remit of their role

any such payments are detailed an page 136 In addition former

non-executive directors may be retained by the Company to provide

consulting services or advice to the Group

Current fee level WOO
Chairman 425

Senior independent director 20

Non-executive director 65

Chairmanship at Audit or Compensation Committee 40

Chairmanship of Nomination and Governance Committee 15

Member of Audit or Compensation Committee 20

Member of Nomination and Governance Committee

Benefits Individuals who are required to travel outside of their home country None

To enable the chairman to consider Company-related matters at meetings called at short

and non-executive notice will be paid 1000 for attendance at each of those meetings

directors to undertake

their roles

Other policies

Operation Changes for 2013

Share ownership CEO 600% of base salary and fees With effect from January 2013

guidelines CFO 300% of base salary and fees

To align the interests CEO WPP Digital 200% of base salary and fees

at executives with those

of share owners
Executive directors will be permitted period of seven years

from dale at appointment to achieve the guideline level

WPP ANNUAL REPORT 2012 129



hww wr

gi 11
us scl to 0100 itc hos VJ ss ith pci orni iii iIcfl thc illOc it hictioii

to tiii Sorrell compen Ition kagr on inu 01 hc ommit te con dci ed it fnl

01 tL tC tll
11M Ci ol thi reduction

00020 ipa

77

97

rr 0002013 opo ck

07

li0

000 000

985 471

899 10

770 01 217

Ii un ti atiin the se 111110 clii iho the following is uniptions Ii ivc hccn made

ly th Ift

WP tl

ft t1

ft 11 18

ou Iou 1ivi

flC Ui.t 141 11 tl I/h
ii no hr hal hog 20 /1 iw 2011 30/0

narlo 0100/ th ow

tP \000 LIOI



How we behave and how were rewarded

ii

ipanv policy ott directors service conti acts

that the should he on rotting ha sis iv ithout

ecific end date

at tin Sot elIs set vice contract may he

tel niinated hi either the Oinpaiiv or Sir Martin

is ith mt notice or any pay ment in lieu of notic

vecutis directors are permitted to srve as non

cc ntis cs on the boaids of other oi ganisations

If he
onip mm is share ow ncr in that organisarioil

non executive fees foi those roles are waived

losses ci if the Compa nv is not share ow net

iii that 01 gaitisation any non executive fees can

lx etai ned the office holder

S4andard terms

ali honus foi the purposes of an annual

cish bonus entitlement if the executive director is

still employ ml on the honus payment date including

it iii mder nom ice if notice was gis en after the

pet ti ii mnLe pci iod ended he or she will eceive his

oi bet honus in the usual was No pay ment will he

made cmplor ment is tei minated hefore the end of

the
pc

fot nia nec period oi the executive is not

iil0i ccl on the bonus
pay ment date

Defei red share honus
proi ided the executive is

ood eaver any urn ested deferred share awards

9s will he educed on time pro ata hasis and

paid on the citing date

ong term incentis awards provided the

executis clii ector is Good eaver any tins ested

long term incentive awards which are in at least the

second sear of the performance period svill vest aftei

the nd of the pertoi niance pci iod loiveser the

msvai ill be prorated as well as dependent oii

\X performance lot the svhole ot the performance

pet iod If the executive diiector teases during the lii st

sear of the performance period the award will lapse

Terms that apply to Sir Martin Sorrell

Sir Iartm Sort elIs defe rred lAP iv ards and

his Deferted Stock Ilnits DSI vvi he paid out

ci ncondim ona ll on ternunation of employment
The pcrfonnance requii ements in respect of these

awards ha\ already been met and the awards ate

therefore no longei subject to ms leaver provisions

In relation his annual bonus if Sir art in

ceases to an employee after the end of the

performance period he iv ill be entitled to receive

his bonus to the extent that the
pci

formance targets

have been achieved In elation to the long term

incentive plans unless he is teruminated foi cause

he will be treated as having retired on leas ing
the

Company and thereforc Good easer

Nonexecutive directors

Effective from Notice period

Philip Ladi 26 feb 2001 months

Cohn Day 2b Jul 2005 montlL

Lsthcr Dyson 29 Jun 1999 monthe

Oat Gadiesh 28 Api 2004 months

tluigang Li 11 Oct 2010 mont is

Stanley Merle mm 02 Dec 1991 tic maths

Koichmiro Naganuma 23 Jan 2004 nmoretlis

John Quclch 10 Jul 1991 months

elSe Pawn 20 Dcc 2004 months

Iimnothy Shaven 06 Aug 200/ months

Paul Sportier 28 Apr 2104 months

Sd Tiujillo
11 Oct 2010 rnorths

Sit Id artm Sorroll

aol Pichardson

Mail I/o md

Effective from

/9 Nov 2008

19 Nov 2008

19 Icy /0

Notice period
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12 months

en aiths
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Looking back
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inhed one event during the pci
iod that was

dee ned to he exceptional In jul1 2012 Dentsu

it ad in otter to acqunc \egis which resulted in

\egis share price increasiilg he around in 24

hon is ite conunittee appl icr1 the default approach

line vs ith the established guidelines removing the

put of the bid pienuuni vs th the timing of the

standai adjustment informed b\ independent advice

no irkct specialists The committee also noted

di it \i tron was subject to bid b1 ioelseii

In vs cv It this did not suIt in any positir or negatist

ip set md theiefore adjustment was not requited

etault approach entails the target conipan

ig dcenmcd to dc Iit un the dar pno to tlm share

price being nmipacted b1 th proposed ti ansaction

SI ter that date tIme SR performana of the target

company is alculat assuming reins estment nmto

an isv eiglmted s1
nthctic stock of the other companies

the oinparator group he reins estment is calculated

rang us nmonth as erage beforr deemed de listing

WPP relative TSR performance against

comparator group
11 it \i it

Fit 40

\X/PP SR perfoi inance relatis to the comparator

group resulted match of 429c on common

eurrenc basis Drit tug die share owner consultato
iii

the committee made the commitment that the fan ness

review will no longer consid Lu rremic adjustm nt

En the inter st of cont inru ti am isparenc tIme nlalcll

on local curienc basis would have been 49 3o
lie committee also considered lie uiiderly ing

financial performance of PP ag uinst the

comparator gm oup lie nleasL rcs considered included

PEII revenue mud orga ii ic growth and this an ivsis

along with tIme underls ing dna item il pertoi mmsamice of

the iroup over the period suppoi ted tIme default level

Value

added due to

share price 2012

appreciation Longtemm
and dividends incentives

000 000

7852 17368

3926 634

785 113/

2O122O1ó LEAP awards

2012 al three executive dnectom wet gis en

oppom tunit to invest WPP shames under El

opportunmt given was deterin med by tIme

committee and was bespoke to the individual

Number of Mcacimum Maximum
Investment number of face value

Shares Matching at grant

Executive committed Shares 000

3k Marmr Scar-il 433 034 2155 170 11 a00

Pcrul Pichm-ctson 15 517 /7 585 $5000

Mark tirxcmd 23 2/6 116380 945

hi

The five perform nice and nlvestmemlt

period for the 2012 \P awards will finish on

31 December 15

of match

Number of

shares

vesting

Sir Mattiri 8oct01 1053 465

Pout Richardson 526130

Mark Read 105 34t

Value of

match at

grant price

000

516

/58

352

1135
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Aligning pay and performance

How we behave and how were rewarded

Letter from the chairman of the Compensation Committee

As illustrated in the introduction to Looking forward the committee has sought to align the variable

remuneration with the key strategic priorities of WPP therefore seeking to maximise the dynamic between

pay and performance

This dynamic is contingent upon the committee setting challenging targets
each year The following

graph and table demonstrate the relationship between pay and performance in respect of the CEO

2007 2008 2009 2010

CEOtotalremuneratlonWOO 4411 7199 11597 11941 17628

-year change InCEO total remuneration -79% 63% 61% 3% 48%

Short-term Incentives awwd against

marimum opportunIty 67% 32% 95% 77% 62%

Long-term Incentives award against

rnardrnum opportunity n/a 50% 83% 46% 86%

cangelnannualTSR -38% 66% 32% -13% 37%

Changein e-year TSR -15% 10% 37% 13% 45%

Value creation over the longer-term

The following graphs compare WPPs 20-year TSR performance relative to our primary peers
and the major

indices in both the US and Europe Over this period 100 investment in January 1993 in WPP would have

delivered return of 3990 in April 2013 out-performing our competitors and the local indices An identical

investment in either the SP 500 or the FTSE 100 would have yielded 553 or 475 respectively

Historical TSR Performance Value of hypotheliccil 100 holding

iwip
175

FTSE 100
150

2011 2012

Growth in the value of hypothetical 100 holding over five years FTSE 100 the broad market equity index of which WPP is constituent comparison

based on one month average of trading day values Source DataStream

Calculated using the single figure methodology

TSR calculated using one month trading day average consistent with the data shown in the graph

TSR calculated using six month averaging period consistent with the calculation methodology under LEAP

Ormicom

lnterpublic
3000

SP 500

US competitors European competitors
3990

2236

475

257

Growth in the value of hypothetical 100 holding over 20 years TSR calculated using three-month rolling average in common currency Source DataStream

080000
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How we behave and how were rewarded

Letter from the chairman of the Compensation Committee

Directors interests

Directors interests in the Companys ordinary share capital all of which were beneficial are shown in the

following table Save as disclosed in this table and in the report of the Compensation Committee no director

had any interest in any contract of significance with the Group during the year Each executive director has

technical interest as an employee and potential beneficiary in shares in the Company held under the ESOPs

As at 31 December 2012 the Companys ESOPs which are entirely independent of the Company and have

waived their rights to receive dividends held in total 22570364 shares in the Company 20599871 in 2011

Shares acquired Shares/options Shares

through long-term acquired through contributed

Incentive plan Movement long-term incentive to charity

awards in 2012 during 2012 At 31 Dec plan awards in 2013 2007-2013

shares 2012 or Other and no

acquired resignation movements longer

At Jan through date if since At 22 beneficially

2012 Vested Sold SCRIP In 2012 earlier Vested Sold 31 Dec 2012 April 2013 owned

Day 15240 15240 15240

Dyson 35000 35000 35000

Gadiesh

Lader 11950 11950 11950

RLi

Morten 20000 20000 20000

Naganuma1

Oloyan
retired from

the Board on
13 June2012 10000 10000 n/a n/a n/a n/a n/a

JAQuelch 12000 12000 12000

MPead 104731 38633 38633 3453 108184 105341 213525

PWG
Richardson23 535790 154538 77273 613055 691395 588080 716370

JPosen 12000 12000 12000

Shriver 10000 10000 10000

Spencer 10000 10000 10000

Trujillo 10000 10000 10000

Sir Martin

Sorrelll.4.s.sP 17529103 386344 179782 18095229 1053465 244214 200000 18704480 1O05936

Noganumo is director of Asatsu-Df which at 22 April 2013 had interests in 31295646 WPP shares represen5ng 2475% of the issued share capital of the Company

Interests include investment shares committed to the 2009 2010 2011 and 2012 awards under the LEAP plans but do not include matching shares from these

awards if any
In December 2012 Mr Paul Richardson reduced the total number of ADRs charged to Bank of America for security for existing bank facilities made

available to him from 115611 WPP ADRs to 85183 WPP ADR5

Includes 4176833 shares pursuant to the vesting of the 2004 and 2005 awards part of the 2006 award and the 2007 award granted under LEAP The receipt

of these awards has of been deferred until November 2017

Includes 3636950 shares which originally formed part of the Capital Investment Plan on award made in 1995 which vested in 1999 in respect of 4691392

shares in total some of which have been received by Sir Martin Sorrell and which now comprise the share owner-approved UK and US Deferred Stock Units

Awards Agreements

Includes 579907 shares held under option pursuant to the UK part of his 2008 LEAP award

Includes 105341 shares held under option pursuant to his 2008 LEAP award

In March 2013 Sir Martin Sorreil gifted 200000 ordinary shares to the JMCMRJ Sorreil Charitable Foundation

The January 2012 figure now includes 5240 WPP ordinary shares held by family company not previously disclosed

The JMCMRJ Sorrell Charitable Foundation of which Sir Martin Sorrell isa joint trustee has an interest of 1005936 WPP ordinary shares Sir Martin has no

beneficial interest in these shares

WPP ANNUAL REPORT 2012



In 2013 the executive directors will be subject

to share ownership guidelines Given WPPs long

standing ownership culture and the use of LEAP

program the executives already hold substantial

interests in the Group as illustrated here

How we behave and how were rewarded

Letter from the chairman of the Compensation Committee

In the interests of transparency the following tables summarise all unexercised share options and

share-based awards either vesting in the year or subject to ongoing performance conditions

All Executive Share Awards made under the Restricted Stock Plan are made on the basis of satisfaction

of previous performance conditions and are subject to continuous employment until the vesting date

The table does not include grants in relation to the 2012 ESA as these will not be granted until May 2013

Additional

No of shares Value

Share/ADR shares Value on granted in Total Share/ADR on

Grant price on ADRs grant lieu of shares Vesting price on vesting

date grant date granted date 000 dividends vesting date vesting 000

Sir Martin Sorrell 2009 ESA 04.05.10 67775 80560 546 01.05.13

2010 ESA 31.03.11 76825 123657 950 01.05.13

2011 ESA 30.04.12 83325 360396 3003 06.03.14

Paul Richardson 2009 ESA 04.05.10 $51.59 11813 $609 826 12639 06.03.13 $809678 $1023

2010 ESA 31.03.11 $61.76 19121 $1181 1173 20294 06.03.13 $809678 $1643

2011 ESA 30.04.12 $67.82 21995 $1492 06.03.14

Mark Read 2009 ESA 04 05 10 7775 23 164 157 01 05 13

2010 ESA 31.03.11 76825 38138 293 01.05.13

2011 ESA 30.04.12 83325 48454 404 06.03.14

Paul Richardsons 2009 2010 and 2011 ESAs wore granted in respect of ADRs

39

Executive Share Awards ESA held by executive directors

Current shczreholdings as percentage

of share ownership guidelines

Sir Mlin Sorrell

Paul Richmdson

Mk Read

100%

Outstanding share-based awards

1000%500% 1500% 2000%
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How we behave and how were rewarded

Letter from the chairman of the Compensation Committee

Long-term incentive plans Leadership Equity Acquisition Plans

The following table summarises all of the awards outstanding under Renewed LEAP and LEAP III Awards

granted in 2007 and 2008 were granted under Renewed LEAP Awards granted in 2009 2010 2011 and

2012 were granted under LEAP III

Maximum Maximum Share/ Value

Investment Number of number of DurIng 2012 number of ADI price on vest/
Grant/ and Investment Share/ADR matching Granted/ Additional Vested or matching on vest/ deferral

award performance shares/ price on units at lapsed dividend deferred units at deferral date
Name date period ADR grant date Jan 2012 units shares shares 31 Dec 2012 date 000

Sir Martin SorreU

11.1207 01.01.07-31.12.11 148742 62300 743710 400116 42750 386344 83846 3239
31.1008 01.01.08-31.12.12 218596 37490 1092980 1092980

15.12.09 01.01.09-31.12.13 365878 61025 1829390 1829390

24.11.10 01.01.10-31.12.14 416666 72475 2083330 2083330

07.12.11 01.01.11-31.12.15 711159 66475 3555795 3555795

10.12.12 01.01.12-31.12.16 431034 85975 2155170 2155170

Paul Richardson

11.12.07 01.01.07-31.12.11 59497 62300 297485 160047 17100 154538 83846 1296
31.10.08 01.01.08-31.12.12 109298 37490 546.490 546490

15.12.09 01.01.09-31.12.13 103423 61025 517115 517115

24.11.10 01.01.10-31.12.14 100968 72475 504840 504840

07.12.11 01.01.11-31.12.15 100344 66475 501720 501720

10.12.12 01.01.12-31.12.16 15517 $69.25 77585 77585

Mark Read

11.12.07 01.01.07-31.12.11 14874 62300 74370 40011 4274 38633 83846 324

31.10.08 01.01.08-31.12.12 21.859 37490 109295 109295

15.12.09 01.01.09-31.12.13 27406 61025 137030 137030

24.11.10 01.01.10-31.12.14 25281 72475 126405 126405

07.12.11 01.01.11-31.12.15 30166 66475 150830 150830

10.12.12 01.01.12-31.12.16 23276 85975 116380 116.380

Paul Richaidson 2012 LEAP Award was granted in respect of ADRs

Options held by executive diiectors

The options held by Mark Read at 31 December 2012 were granted prior to him becoming director

of the Company

Granted

End of At Jan lapsed Exercised At 31 Dec
Grant exercise Exercise 2012 no of 2012 no of 2012 no of Share price Value on 2012 no of Share price

award date period price shares shares shares on exercise exercise shares 31 Dec 2012

Mark Read 17.11.2003 17.11.2013 5595 10615 10615 8.88

29.10.2004 29.10.2014 5535 9879 9879 8.88

Share price 12-month high/low 8945/Eo.690
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How we behave and how were rewarded

Letter from the chairman of the Compensation Committee

Governance in relation to compensation

Compensation Committee members
Meetings

Jeffrey Rosen chairman
Cohn Day
Esther Dyson

Philip Lader

Tim Shriver

By invitation

Bud Morten

During 2012 the Compensation Committee met

seven times on formal basis as noted above

In addition numerous informal Compensation

Committee meetings were held throughout 2012 to

discuss the review of the Executive Remuneration Policy

None of the committee members has any personal

financial interest other than as share owner as

disclosed on page 138 in the matters to be decided

by the committee potential conflicts of interest

arising from cross-directorships or day-to-day

involvement in running the Groups businesses

The terms of reference for the Compensation

Committee are available on the Companys website

and will be on display at the AGM as set out in the

Notice of AGM

Advisors to the Compensation Committee

The Compensation Committee regularly consults

with Group executives In particular the committee

will invite certain individuals to attend meetings

including the CEO who is not present
when matters

relating to his own compensation or contracts are

discussed and decided the Company Secretary the

chief talent officer and the worldwide compensation

and benefits director The latter two individuals

provide perspective on information reviewed by

the committee and are conduit for requests for

information and analysis from the Companys

external advisors

The committee receives external advice on

all matters relating to the determination of fair

and appropriate compensation packages for the

executive directors including competitive practices

in comparator companies Towers Watson is the

committees appointed compensation advisor

Towers Watson is voluntary signatory to the

Remuneration Consultants Group Code of Conduct

in relation to Executive Remuneration Consulting

in the UK Towers Watson did not provide any

other material services to the Group
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How we behave and how were rewarded

Reward policy for management outside the Board

elI as setting the polic tot the executis

et ite ompensation ommittee is also

spo isible for res iewtng the polk for the most

tot people at PP outside the Board

ompensatton packages for these indivkluals ate

normall res iewed every 18 24 months As with

the olic fot exeeuti\ directors the design of the

top nsation polics at PP ensures cleat and

ct link between the performance of the roup

coinpens ltion Substantial use of performance

dri Cit compensation not onh ensures the continued

iiii tietic of die iiilcrests of share OW necs md seiliOr

md iduils within the Ut oup hot also enables the

oup to attr ict retain and niotisate the talented

people upon whom our success depends

\X PP is connnittc to eticout aging strong

or nance through reward sm stem that aligns

1enicnt\ interests ith those of shat ownet

out compensation perspectim this is encouraged

in nainbet of ways
enioi e\ec utives participate in the sa me lonf

neeiitim plan as the executim directoi hich

Is signed to incentivise growth capital ethcienc

id sIt ire price appreciation and

hai ow net ship is encouraged for the PP

ad rs approxiniatels the top 240 executises

II of hoin hare stretching ownership goals

he Cotnpan\ uses share based conipensation across

th mm orkforce to incentivise etaiti and tee uit talent

mm hich encou rages strong own rshmp culture arnOig

eniplo\ ees lie niaii shai plans are described beklw

The Restricted Stock Plan

he RSP is sed to satisfm aw aids under the short

tel in meentive plans utcinduig dcfc rred share

bonuses \s as well as to gi ant ammai ds to

in utagetoc nt undet the PP eaders Pat titers and

ugh Porem itial Pt ogi aim his progi ant is used to

pror ide ass aids to about 1600 of oct kem execut is es

In the plograns iwards arc made to ticipants mat

est thi cc me irs after grant providcd thc pm rticipa nt

is still emplos ed within the iroup

Lxecutmm directot arc eligible to receive \s

under the RSP but ineligil Ic to irticipatc in aims ot her

as wet of the man igcmc nt share award progi am

moo
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The Executive Stock Option Plan

FxSOP is used to make special giants
of

options

ni dci to ttract or retain key talent One award

ss as gi
amed ni 2012 one in 201 his plan is not

cent Ily
used

Worldss ide Ownei ship Plan is an alkemplo cc

plan that makes annual grants of stock options to

ciiiploy ces ss ith two sears of ser\ ice who ss 01k in

whul ow ned subsidiaries Iu ring 20 12 ass rds

\s em made to os er 48000 emplo\ ces including

Os ci 0000 ness participants December

201 options under this plan had been granted to

app OXi1 iat 4s 110400 employees os er 492 million

sh cs since March 1997 Executi directors ai

ii chgihle to participate in this plan

Ihe sh sic incentive dilution level measured on

10 year tolling basis has remained constant at

at December 2012 2011 It

is intended that awards under a11 plans other than

share options will all be satished with piitclsascd

shares held cithci in the FSOPs or in treasury

Chairman of the Compensation Committee

on behalf of the Board of Directors of WPP plc

22 Iptil 20
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How we behave and how were rewarded

Sustainabiity review

Sustainability issues are important to WPP in the

work we do for our clients the way we run our offices

and consider our people and other stakeholders

Our five areas of focus are

The impact of our work for clients

Marketing standards

Employment practices

Environmental performance

Social investment including pro bono work

From integrating high ethical standards to reducing

our impact on the environment and supporting

charities through pro bono work our commitment

to sustainability supports our business strategy

Strategic priorities and financial targets

Client relationships and revenue support

Sustainability issues influence our clients business

strategies in all markets and they increasingly look to

our companies for advice on these topics Our ability

to anticipate and understand the implications of

social and environmental trends enables us to

respond to the growing number of sustainability

related marketing briefs

Many client tender
processes now include

requests
for information on our sustainability

policies and performance Clients who engaged with

WPP on our approach to sustainability were worth

at least $1.2 billion to the Group in 2012

Attracting and retaining the best people

As stated on pages and 31 WPPs four core

strategic priorities are to

Increase the geographic share of revenues from

the faster-growing markets

Increase the share of revenues from new media

Increase the share of more measurable marketing

services with focus on digital and consumer

insight data analytics and the application of

new technology and

Achieve horizontality by ensuring our people

work together for the benefit of clients

By implementing this strategy effectively we

will be well positioned to deliver on our long-term

financial targets

Revenue and gross margin growth greater

than the industry average

Annual improvement in operating margin

of 0.5 margin points or more

Annual organic PBIT growth of 5-10%
and by acquisition by another 0-5%

There is fierce competition for talent in our industry

Leading employment practices help us to attract and

retain the best people while our efforts to create

diverse and inclusive culture widen our potential

talent pool

Potential recruits frequently raise questions

relating to our sustainability performance

demonstrating that our commitment supports

recruitment and retention Our involvement in

pro bono work also supports employee engagement

Meeting investor expectations

WPP share owners continue to show interest in how

we manage sustainability risks and opportunities

Europe has the largest market for responsible

investment with approximately trillion of assets

under management The US has $3 trillion and

Asia is predicted to have $4 trillion by 2015

Improved cost efficiency

How sustainability supports our strategy

Our commitment to sustainability supports these

priorities and targets by creating revenue growth

and minimising costs in the following ways

Our climate change strategy
reduces costs associated

with business travel and energy use in offices

Initiatives to improve the health and wellbeing

of our people can help to improve productivity and

reduce costs related to time off work due to illness
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Sustcnncibility review

Access to digital marketing and insight business

Our clients require assurance that we meet best

practice standards for privacy and data protection

Strong policies and procedures at Group and

operating company level are essential as is our

involvement in the debate on changes to regulation

governing the use of data in marketing

Creating the nght skills base

Our investment in high-quality bespoke training

helps us to develop the skills needed to grow our

business in key areas such as digital marketing

and managing cross-company client teams In

fast-growing markets investment in education

beyond WPP helps to widen our future talent pool

Our focus on diversity and inclusion enables

us to reflect consumers in all the markets in which

we operate

Reputation risk management

Effectively managing social ethical and

environmental risks such as those associated with

client work helps to minimise the possibility of

damage to our reputation over the longer term

The robust ethical policies and training we have

implemented are essential as we expand the Group
in more markets where there is higher risk of

bribery and corruption

Sustainability management

Paul Richardson WPPs Group finance director

is the Board director responsible for sustainability

He chairs WPPs Sustainability Committee which

is made up of senior representatives from Group

functions and our companies Committee members

meet formally at our Sustainability Strategy Day held

annually to review strategy and progress share best

practice and identify opportunities for collaboration

In 2012 the Strategy Day covered

Opportunities associated with sustainable marketing

Marketing standards and risk management

Privacy and data security

Employment practices

Progress against our climate change strategy

Supply chain management

Management of sustainability issues is

decentralised reflecting our Group structure

Strategic direction and underlying policy principles

are established by the
parent company and

summarised in the WPP Code of Conduct Group

Sustainability Policy and other key policies Detailed

policies are developed and implemented by WPP

companies to reflect their businesses

Our Group sustainability function is responsible

for strategy development data collection reporting

and communication on sustainability with

responsible investors other stakeholders and our

companies It works with Group functions such as

our talent team legal communications compliance

internal audit real estate IT and procurement on

sustainability and provides support and guidance

to our companies The head of sustainability reports

directly to the Group finance director

Risk and opportunity

Our risk management processes cover both financial

and non-financial risks Our key sustainability risks

include marketing ethics privacy and data protection

employment practices and climate change

Sustainability risks such as employment risks

and marketing ethics risks are included in our Brand

Check process see page 159 The Group finance

director also provides an annual assessment of

sustainability risks and performance to the

Nomination and Governance Committee This is in

addition to the business and financial reporting risks

process
described earlier in this section of the report

Reviews of sustainability risks may be included

in internal audits or SOX audits depending on

their scope Significant findings are related to the

Audit Committee

I46 WPP ANNUAL REPORT 2012
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Sustainabiity review

Providing sustainability marketing services to clients

is our most significant sustainability opportunity

Data and reporting

WPP companies report
their sustainability data to

the parent company quarterly through our Group
financial reporting system

We will publish our 11th social and environmental

performance report in May 2013 In 2011 we

appointed Bureau Veritas an independent assurance

provider to assure our carbon footprint data Their

findings will be published in our Sustainability Report

We received number of awards for our reporting

during 2012

IVCA Clarion Award for Strategic

Communication for making our sustainability

reporting more accessible to key audiences through

our Annual Report and Sustainability app
Golden Peacock Award for the

progress we

have made in responding to the needs of different

stakeholders and linking sustainability issues to

our business strategy

Corporate Engagement Award for the

commitment of our companies to supporting

charities and NGOs through pro bono work across

the globe

Galaxy Gold Award for WPPs Sustainability

Report 2011/2012

Digital Impact Award Best Use of Digital

for our use of digital media to communicate

sustainability to investors and clients

PWC Building Trust Awards Highly

Commended for People Reporting in the FTSE 100

Mercury Excellence Awards Gold award for

our Sustainability Report and Silver for our

Sustainability Highlights iPad app

Stakeholder engagement

We engage with investors clients our people

suppliers interest groups and others on

sustainability responding to questions and sharing

our views This dialogue is useful to the Group

in defining its strategy

We respond to regular requests for information

from clients on our approach to sustainability issues

and we collaborate with them as appropriate For

example WPP is member of Procter Gambles

Sustainability Supplier Board and helped it to pilot

its supplier sustainability scorecard project

To raise investor awareness of our approach to

sustainability we submit this sustainability section

of our Annual Report for share owner vote at our

AGM We responded to requests for information

from the following organisations in 2012

Bloomberg

Carbon Disclosure Project

Dow Jones Susta inability Index

Eco Desk

Ethical Investment Research Service EIRIS
FTSE4Good

Goldman Sachs

Natixis

Oekom

Sustainalytics

Trucost

Vigeo

WPP is included in the Dow Jones Sustainability

Index and the FTSE4 Good Index

Embedding ethical behavioux

All our people are expected to meet high ethical

standards To reinforce this the senior management

of each WPP company are required to sign

statement annually confirming that they comply

with WPPs Code of Conduct The Code is supported

by more detailed policies which cover issues such

as gifts and entertainment and the appointment of

advisors These are included in the WPP Policy Book
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Sustainability review

Employees complete our compulsory ethics

training How we behave which was updated in

2012 It is based on the WPP Code of Conduct and

covers topics such as diversity privacy responsibility

to stakeholders and avoiding misleading work It

helps employees identify and respond appropriately

to ethical issues they may encounter in their work

Anti-bribery and corruption training is also

compulsory By the end of 2012 over 100000

employees had completed both sets of training

Employees can report any concerns or suspected

cases of misconduct in confidence through our third

party-managed Right to Speak facility overseen by

our internal audit department This is publicised

through induction packs the Group intranet the

WPP Policy Book and our ethics training There

were 42 calls made via Right to Speak during 2012

The impact of our work

Creating more sustainable society requires

behaviour change on large scale Marketing

and communications will play an important role

Our companies work with clients on sustainability

Our research companies help them refine their

strategies develop new products and deepen their

insight into consumer attitudes Our creative agencies

help them to create compelling communications

to market more sustainable products and services

Many of our companies have developed bespoke

sustainability services for clients These include

Burson-Marstellers Global Corporate Responsibility

Practice HillKnowlton Strategies CR
Sustainability Communications offering JWT Ethos

Ogilvy Change Ogilvy Earth PGs S-Team

including Added Value FITCH G2 The Futures

Company HillKnowlton Strategies Landor

and Penn Schoen Berland and PSB Green

We also create social marketing campaigns

usually for government or NGO clients tackling

issues related to public health safety or the

environment They are designed to raise awareness

or encourage people to change their behaviour

Examples of client work in this area are included

in our Sustainability Report

Marketing standards

Our companies are expected to meet high ethical

standards in all aspects of business including in

the work they produce for our clients in deciding

the commissions they undertake and in protecting

consumer data used for marketing purposes Our

principles for marketing ethics are summarised in

our Code of Conduct and Sustainability Policy and

covered in our Group ethics training completed

by all employees

We have review process for our people to refer

commissions that are potentially sensitive due to

the client or the nature of the brief Before accepting

work that may pose an ethical risk employees are

required to elevate the decision to the most senior

person in the relevant office and then to the most

senior executive of the WPP company in the country

concerned who will decide if further referral to

WPP director is required

Group-level committee meets at least quarterly

to discuss cases of concern potential compliance

issues and new risk areas Committee members

include the Group chief counsel compliance officer

Group finance director and the head of sustainability

The committee also reviews potential client-related

risks such as bribery and corruption data privacy

and competition rules

However despite these highest of intentions we

still make mistakes Recently for example scam

ads produced purely for advertising festival awards

and never actually run were produced in India for

one of our most important clients These were

offensive and unforgiveable Appropriate action was

taken in respect of those immediately responsible but

it is felt by senior management and the Board that

more comprehensive and independent cultural review

needs to be taken to ensure that this does not happen

again This will be implemented shortly subject to

client approval
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WPP as an employer

Our companies collect and use consumer data which

makes privacy and data security priorities for WPP
The parent company provides guidance and advice

to our companies on privacy and data security issues

To ensure that all our people have an understanding

of the basic issues we have added privacy and data

security to our revised ethics training which will be

rolled out to all employees in 2013 We also held

training event on the EU Cookies Directive for

employees in the UK during 2012

In 2012 we reviewed and updated all WPPs data

protection data security and privacy policies and

introduced new policies covering social media IT

and Security We developed Data Code of Conduct

one-page set of principles for how WPP uses and

protects data This is intended to help employees

understand our approach and to make decisions that

reflect our principles The Data Code of Conduct

and revised policies were launched in early 2013

We will also launch the WPP Data Health

Checker an interactive survey to be completed

by management teams in every WPP company
worldwide Results will help them assess how their

current policies and practices compare to best

practice and will provide valuable information

to help our Group digital legal IT and audit

teams to target support where it is needed most

Our key digital marketing and research

companies nominate senior executives to provide

leadership on privacy and to work with other

companies in the Group partners and clients

In 2012 we established WPP Privacy Policy

Group for senior representatives from our agencies

Members meet monthly to agree Group-wide

positions on key issues and to co-ordinate our

engagement with policy makers and industry bodies

We seek to employ the best people from around the

world and develop their skills in order to continually

exceed our clients expectations There is fierce

competition for talent in our industry particularly

in fast-growing economies and in areas such as

digital marketing

Our talent strategy
includes competitive

remuneration and reward alongside focus on

diversity and inclusion high-quality training and

employee engagement

WPPs chief talent officer Mark Linaugh

and our talent team assist our companies to attract

and develop our talent Human resources policies are

agreed and implemented at operating company level

Diversity and inclusion

Creating an inclusive work environment and

recruiting candidates from diverse backgrounds

widens our talent pool fosters creativity and

enhances our consumer insights

Our non-discrimination and anti-harassment

policies are included in our Group Code of

Conduct In the case of disability our policy is

to provide continuing employment and training

wherever practicable

Our companies focus on the following areas to

promote diversity and inclusion in their workforce

Awareness and engagement Training and

awareness campaigns reinforce the importance and

business benefits of diversity and inclusion Company

approaches include diversity working groups and

leadership councils as well as professional networks

for diverse employees

Targeted recruitment Specialist recruitment

agencies and publications and minority recruitment

fairs can help companies diversify their candidate lists

Internships Many companies support internship

programs targeted at diverse candidates

Partnerships We work with diversity organisations

and professional organisations who help our

companies strengthen their approach to diversity
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Gender diversity 2008-2012

women
2008 2009 2010 2011 2012

Board members/
executive leaders 32 32 31 31 32

Senior managers 47 46 48 47 47

Total members 54 54 54 54 54

In 2012 women comprised 32% of Board

members/executive leaders 47% of senior managers

and 54% of total employees There are currently

two women on WPPs Board and female Company

Secretary Group communications director and

Group chief counsel

Data on ethnicity are provided in our

Sustainability Report

Development and training

WPP Spectrum developed in partnership with

Young Rubicam Group to develop current and

future multidisciplinary global client leaders Over

the course of year participants explore the skills

knowledge and expertise needed for roles of this

size and complexity

Africa Leadership Training In 2012 we

introduced leadership training program in

Johannesburg South Africa for our Africa company
leaders The launch of the new program reflects

growth in our business in sub-Saharan Africa

Developed in conjunction with the China Europe

International Business School the four-day curriculum

covers skills for company leadership business acumen

and entrepreneurship marketing strategy and

discussions around the impact of globalisation

Education and social mobility

We invest in training to strengthen and evolve our

skills base in line with our business strategy Training

takes place at Group and operating company level

and covers all aspects of company business and

creative skills In 2012 WPP companies invested

57.8 million in training and wellbeing albeit

1% drop over the previous year

Group-wide training programs include

Maestro Orchestrating Client Value is our

flagship executive education program This five-day

course is aimed at strengthening the ability of our

most senior client leaders to be valued and trusted

advisors to their clients colleagues and teams

The WPP Mini MBA curriculum is designed to

build functional knowledge and abilities It combines

online tutorials and simulations with instructor-led

classroom training Business disciplines covered

are marketing strategy people and organisational

development working across cultures commercial

acumen and growing and winning business

The Factor is senior mentoring and

development initiative led by Charlotte Beers the

former chairman and CEO of Ogilvy Mather

and chairman of JWT The program takes place

over several months and prepares senior WPP
female leaders for the next level of leadership
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We invest time money and expertise in education

and social mobility programs to support our local

communities and help to make sure that in the

future we have people with the skills we require

We take targeted approach aiming to build long-

term relationships in geographic regions that are

strategically important to us This includes partnering

with the Shanghai Art Design Academy SADA
to launch the WPP School of Communications and

Marketing in Shanghai Chinas first marketing and

communications program focused on applying skills

in the commercial environment

Remuneration and share ownership

We ensure our people receive competitive

remuneration package by benchmarking what we

provide against other companies in the relevant

market and in our sector

Many employees in addition to their base pay

participate in performance-related incentive plans

while more senior people may participate in share

based compensation plans Incentive plans are

designed so that they encourage and reward excellent

performance in either their operational business area



How we behave and how were rewarded

Sustainability review

or in the share price performance of the Company
The Company also provides range of other benefits

such as retirement provision and wellbeing benefits

in accordance with local practice

Since 1997 we have operated Worldwide

Ownership Plan that has granted share awards

to more than 118000 employees In 2012

approximately 48000 eligible employees per year

received awards in over 67 countries

mmunication

Regular communication helps our people in all

markets to keep up-to-date with Group news and

changes in the business

Questions on sustainability are included in

WPP company employee opinion surveys currently

covering 41% of Group people These help us assess

attitudes and awareness around the Group

Group-wide communications channels include

WPPs multi-award-winning public website

www.wpp.com Group intranet site social media

channels and professional knowledge communities

WPPs multi-award-winning global newspaper

and eBook The WIRE
WPPs public monthly online news bulletin

e.wire and monthly digital update Digital Loop
WPPs annual journal of original thinking

the Atticus Journal

The WPP Reading Room an extensive online

library of thinkpieces both public and original

Our multi-award-winning Annual Report

Accounts financial statements and

Sustainability Report

Regular FactFiles profiling specialist services

and resources within the Group

Regular communication on Group initiatives

such as the Worldwide Partnership Program

BrandZ the Atticus Awards the WPPED Cream

Awards the WPP Marketing Fellowship Program

and professional development workshops

Our series of Navigator handbooks which

provide directory of specialist expertise and

individual
experts

within Group companies

Health and wellbeing

Our companies invest in initiatives to improve

the health of their workforce and to mitigate any

health and safety risks This contributes to employee

productivity and reduces the costs of people taking

time off work due to illness

As an office-based business the main health

and safety risks to our people are injuries connected

to workstation ergonomics and work-related stress

Our companies assess the risk of work-related stress

through regular staff surveys and by monitoring issues

raised via our Right to Speak helpline Employee

Assistance Programs and during exit interviews

In 2012 there were on average
3.4 days per

employee lost to due to sickness compared to 3.3

in 2011

Employee external appointments

We recognise that our companies executives may

be invited to become non-executive directors of

other companies and that such experience may be

beneficial to the Group Consequently executives are

allowed to accept non-executive appointments with

non-competing companies subject to obtaining the

approval of the Group finance director in the case

of senior executives

Environmental performance

Our aim is for WPP to be low-carbon and

resource-efficient Group This reduces costs and

reflects the expectations of many clients investors

and our people Improving our own performance

enhances our credibility as communications advisors

on climate change supports our reputation and

helps us to meet client procurement requirements

We participate in the CDP Climate Change

program collaboration of institutional investors

and were ranked in the band for performance and

received disclosure score of 81 out of 100 We also

take part
in the CDPs Supply Chain program
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Building low-carbon Group

Our climate change strategy
is to reduce our carbon

emissions by

Improving the energy efficiency of our buildings

and IT

Reducing non-essential flights by promoting

videoconferencing

Purchasing renewable electricity where available

Offsetting portion of our unavoidable CO2

emissions equivalent to those from business air travel

Our ambitious
target

is to reduce carbon

emissions to 1.2 tonnes per person by 2020 65%

reduction on our 2006 baseline In 2012 our carbon

footprint was 2.45 tonnes per person up 0.3% on

2011 and 28% lower than 2006

Carbon footprint tonnes of 002 er person

Scope Scope Scope Target

3.39 2.45

35

iifli
06 07 08 09 10 11 12 13 14 15 16 17 18 19 20

Our absolute carbon footprint in 2012 was

283334 tonnes of CO2e rating renewable electricity

as zero emissions an increase of 2% over 2011

which reflects 2% growth in headcount When

calculated with renewable energy rated as normal

grid electricity our total carbon footprint in 2012

was 307102 tonnes of CO2e

During 2012 our carbon data was reviewed by

Bureau Veritas an independent assurance provider

We aim to reduce our carbon footprint through

the following initiatives

Information We aim to empower our companies

with better information and tools We operate smart

meters at 30 key locations that provide detailed

monthly energy-use reports enabling companies

to spot
inefficiencies and improve performance

We produce an individual carbon footprint for
every

company annually distributed to the WPP company

CEO and run workshops on sustainability issues

Buildings Energy efficiency is integrated into our

property acquisition and capital expenditure processes

and we aim for properties we lease purchase fit out

or renovate to meet advanced environmental

standards such as Leadership in Energy and

Environmental Design LEED and BRE Environment

Assessment Method BREEAM Around 8% of total

floor
space

is currently certified to such standards

IT To improve energy efficiency all new IT

equipment must comply with our power consumption

standards Through data centre consolidation server

virtualisation and the use of energy-efficient

technology we aim to achieve up to 40% reduction

in power consumption for key IT applications

Approximately 50% of our servers are virtualised

120 Our managed print program which includes reducing

the number of printers is helping to reduce energy

used for printing by up to 30% in each location

It covers approximately 10% of employees

Videoconferencing We encourage our people

to meet via videoconferencing avoiding the cost

and carbon impact of travelling to meetings

We now support 542 videoconferencing VC
units in over 150 cities in 50 countries In 2012

usage increased by 58% from 2011 with half

of all calls involving external links to clients and

suppliers and 30% of all calls involving tablet

and smartphone users

Renewable electricity Around 16% of the total

electricity we purchase is generated from renewable

sources Our renewable electricity purchases reduce

our total carbon footprint by 23768 tonnes of C02e
We aim to increase the percentage of electricity

purchased from renewable sources to 20% by 2015

Energy supply is often included in our contracts with

landlords We are exploring opportunities to de
bundle energy to give us greater control over the

suppliers we use and the type of electricity we buy

Carbon offsetting We offset portion of our

1.60
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avoidable carbon emissions equivalent to our

emissions from au travel his means paying

someone else to reduce their cai bon emissions by

specified ount Between 2011 and 2012 we offset

104 tonnes ot carbon by supporting renewable

energy projects through South Pole Caibon Asset

Management Our companies covei the cost of offset

equvaletit to their annual air navel emissions

ResDurces and waste

aim to use resuu ices efficiently

id associated costs and to source

that ate better fo the environment

Paper Our target is to soutce

vs se for copying and printing from

mu ces by 2015 On average in 2012

sper purchased by WPP companies

least 30o post-consuiller recycled fibi Out

managed print program see above helps us

to reduce paper use by up to 30 per location

In 12 our total paper usage was 5879 tonnes

Waste Wi have established preferred suppliers

of cy cling services for papei standard office

consumables and mobile phone handsets where

posible in all major markets representing

of headcount We appointed several global providers

of 11 ssaste disposal services in 2012 to reuse recycle

and safely dispose of our 11 equipment We have

established artangements for mobile phone recycling

in our offices across Furope and Asia Pacific

WPP companies make major contribution to charities

thiough pro bono work providing creative services for

little oi no lee and by negotiating free media space

Pro bono vvom is important to charities with limited

iesources helping them to raise awareness and money

and achieve their campaign objectives it also supports

our peoples creative and professional development

WPP and its compaiues also make cash donations

and suppot employee fundt aising and volunteering

in 2012 our social ins estinent was worth LI fi.2

million compared vs ith 15.3 million in 2011 is

Is equiva it to So of reported profit before tax

This figuri includes direct ca us to chatities

of 5.1 million and 11.1 of pro bone

Read more

Find out more about sus crinability at WPP in out

Sustamnabihty Report 2012/2013 wis oh wi1 be

published in May 2013 See wpp.com/sustainability

Ix
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Corporate governance
How the Company is governed

including risk management
and activities of the Board

Statements of compliance
Si lIIIU.ISiJIilU

UK Corporate Governance Code compliance

The Board considers that WPP complied in all material respects

throughout 2012 with the provislo.ns of the FJK Corporate

Governance Code

SarbanesOxley section 404

The provisions of section 404 of the SarhanesOxiey Act require

the Companys management to report on the effectiveness of internal

control over financial reporting in its Annuai Report on Form 20F

which is flied with the US Securities and Exchange Commission

The 2011 assessment and related report froi the external auditors

confirmed that the Companys internal control over financial reporting

was effective and included in the Companys Annual Report on Form

20F for the year ended 31 December 2011 The 2012 assessment and

related report
will he included in the Companys Annual Repoirt on

Form 20F due to be published in April 2013

Internal control

WPP operates system of internal control which is maintained

and reviewed in accordance with the U.K Corporate Governance Code

WPP ANNUAL PtLPQRT 2O2



How we comply

and tht uidanct the Pull Report well as Ru ks and und the Secnrit xchange Act

193 In lit
opinion ott it Boa th onipam has conipl ed tlno ighout thc ye ir and up to Uk date of tht

iTO\ al of his Annu Repoi and \ee ounts oh he Iurnhnll Pt
poit md has also complied ith the

les ml pros isions of he Sw iii xchange \ci 44

How comp

Eoi ease of iefei enct we have structw ed this swOon around the main ii inciples tl UK oi pot Re

lov mance Co it

Leadership

The role of tht Board

Board is collectiw responsible foi
pi omoting thi sot ess of he oinpany hy directing end upervisnig

the oinpmny polic and
stritcgs

and is responsible to sh uie Owne 11 the uoups financial and

opt
rational perform mci Respoimsibiliti foi the des

opinent md inpie nieniation of iloup policy and

so aieg5 and for day to my management Issues 15 e1eleate hs the Board to the Cr up chief executise and

the othei CXtt utis dii ectot lie list of ni itters resei ved to the Boai can he downloaded ir mu the ebsite

ww 55 4Sf tOfli/vt pp/love tot

Unrmg 201 the do ei imet seven ti mies tornmalh and held committee nmeetnmgs tIll augbont the year

Audit Componeetion Nomination 2nd
Attendance at meeting2 Board Corninittoe Committee Covemanco Committee

ti tp Lade cbcarn an
Eu Martin Sor oil

Paul whareLnn

MatE i/cud

lie lay
Esther Dyson

Del Cicidit sh

Rulqern

Bud Motten

Kcrchix Naganuma
idea Nayni

John Cuoleia

Jeffrey

Paul Spew ox

ire Shaver

Jul rujilia
..

1011 Ii



How we comply

Corporate governance

The role of the chairman

The Board is chaired by Philip Lader who chairs the

Nomination and Governance Committee and would

continue to serve as member of the Compensation

Committee through December 2013 and at the

invitation of the Audit Committee chairman attended

all meetings of that committe The chairman provides

the leadership of the Board and is the main point of

contact between the Board and the management team

The chairman represents the Board in discussions with

share owners investor bodies ensures that systems are

in place to provide directors with timely and accurate

information represents the Company in extensive

external gatherings and is also responsible for the

Board governance principles

The role of the senior independent director

The senior independent director is Jeffrey Rosen who

is available to share owners and acts as sounding

board for the chairman and as an intermediary

for the other directors with the chairman when

necessary The senior independent directors role

includes responsibility for the chairmans appraisal

and succession Jeffrey Rosen has been the senior

independent director since April 2010

Non-executive directors

The non-executive directors have diverse range

of skills experience and backgrounds As detailed

in their biographies on page 108 the non-executive

directors work across the globe in media and

advertising investment banking and investment

management pension fund oversight international

management consulting private equity and angel

investing business education manufacturing

consumer products and retail management internet

start-ups government and non-profit organisations

They provide constructive challenge and assistance

to the Group chief executive in developing the

Groups strategy All directors have access to the

services of the Company Secretary and may take

independent professional advice at the Companys

expense in conducting their duties The Company

provides insurance cover for its directors and officers

Effectiveness

The composition of the Board

The Board was composed of 15 directors in 2012

following Lubna Olayans decision to step down

at the 2012 AGM Three members are executive

directors and 11 plus the chairman are non-executive

directors The independence of each non-executive

director is assessed annually by the Board The Board

has confirmed that all of the non-executives standing

for re-election at the 2013 AGM continue to

demonstrate the characteristics of independence

Succession Board and committee membership
In 2012 WPP commenced comprehensive review of

the Boards composition and effectiveness directed by

the Nomination and Governance Committee with the

assistance of Egon Zehnder International prominent

Board recruitment and advisory firm Geographic and

gender diversity together with skills and experience in

marketing services finance and pertinent technologies

are among the priorities of our Board succession

As consequence of this review the composition

of the Board and the committees are being refreshed

Four of the longest serving non-executive directors

Bud Morten John Quelch Paul Spencer and Koichiro

Naganuma are not standing for re-election at the 2013

AGM The Compensation Committee chairman

Jeffrey Rosen will step down from the committee in

December 2013 as will Esther Dyson and Philip Lader

If elected to serve as newly-appointed non-executive

directors Roger Agnelli Jacques Aigrain and Hugo

Shong would join Cohn Day Sol Trujillo Tim Shriver

and Ruigang Li on the Compensation Committee

with an identified well-qualified individual whose

client conflict clearance as discussed in the Nomination

and Governance Committee report cannot be finalised

prior to the ACM to be appointed upon such clearance

and to serve as its chair

If re-elected as director Cohn Day would

succeed Paul Spencer as chairman of the Audit

Committee accompanied by continuing members

Sol Trujillo and Jeffrey Rosen and to be joined by

Jacques Aigrain Roger Agnelli and Hugo Shong as
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well as potentially the individual identified above

who would be Compensation Committee chairman

If elected Roger Agnelli Tim Shriver Jeffrey

Rosen Ruigang Li Hugo Shong and Sally Susman

would join Esther Dyson and Orit Gadiesh on the

Nomination and Governance Committee with

Philip Lader as chairman The chairman of the

Board participates as an ex-officio member of all

Board committees

Time commitment

Letters of appointment for non-executive directors

do not set out fixed time commitment for Board

attendance and duties but give an indication of the

likely time required It is anticipated that the time

required by directors will fluctuate depending on

the demands of the business and other events

Development

On joining WPP non-executive directors are given

an induction which includes one-to-one meetings

with management and the external auditors briefings

on the duties of directors of Jersey company the

Model Code WPP Code of Conduct and the UK

Corporate Governance Code The induction also

covers the Board committees that director will

join All directors are fully briefed on important

developments in the various business activities

which the Group carries out worldwide and regularly

receive extensive information concerning the Groups

operations finances risk factors and its people

enabling them to fulfil their duties and obligations

as directors The directors are also frequently advised

on regulatory and best practice requirements which

affect the Groups businesses on global basis At

the Board meeting held in France in 2012 the Board

received briefings from all the heads of the Groups

European operations

Evaluation

WPP undertakes an annual review of the Board its

committees and individual directors The chairmans

performance evaluation by the non-executive

directors is led by the senior independent director
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In 2012 review of the Boards performance was

undertaken facilitated by the Group chief counsel

on the basis of questionnaire which tested areas

including strategy risk and governance processes

levels of participation skills and the effectiveness

of the Board and its committees Separate

conversations were held between each director

and either the chairman or the senior independent

director From these findings we concluded that the

Board had been effective and is prepared for variety

of potential macroeconomic industry client and

personnel challenges As part of the aforementioned

Egon Zehnder International consultancy assignment

that firm interviewed directors worked closely with

the Board chairman and senior independent director

to analyse governance strengths and deficiencies and

continues to advise the Board as to additional ways

that its effectiveness might be enhanced

Re-election

The directors submit themselves for annual re-election

at each Annual General Meeting if they wish to

continue serving and are considered by the Board

to be eligible Directors may be appointed by share

owners by ordinary resolution or by the Board on the

recommendation of the Nomination and Governance

Committee and must then stand for re-election at the

next Annual General Meeting where they may be

re-elected by ordinary resolution of the share owners

With only specific exceptions to ensure Board

continuity as noted in the Nomination and

Governance Committee report non-executive directors

shall not stand for re-election after they have served for

the period of their independence as determined by

then-applicable UK and US standards that currently

being period of nine years Further transition in

the Board chairmanship is also planned for 2014

Diversity

WPP recognises the importance of diversity including

gender at all levels of the Group as well as the Board

WPP is committed to increasing diversity across its

subsidiaries and supports the development and

promotion of talented individuals including women
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In 2012 women comprised 13% of the WPP Board

32% of Board members and executive leaders in the

subsidiaries 47% of senior managers and 54% of total

employees Our aspiration is to increase the female

representation on the Board to 30% of non-executive

directors as part of the Board refreshment process

Directors conflicts of interest

The Companys Articles of Association permit

the Board to consider and if it sees fit to authorise

situations where director has an interest that conflicts

or may possibly conflict with the interests of the

Company Situational Conflicts The Board has

formal system in place for directors to declare

Situational Conflicts to be considered for authorisation

by those directors who have no interest in the matter

being considered In deciding whether to authorise

Situational Conflict the non-conflicted directors must

act honestly and in good faith with view to the best

interests of the Company and they may impose limits

or conditions when giving the authorisation or

subsequently if they think this is appropriate

Any Situational Conflicts considered and any

authorisations given are recorded in the relevant

minutes The prescribed procedures have been

followed in deciding whether and on what terms

to authorise Situational Conflicts and the Board

believes that the systems it has in place for reporting

and considering Situational Conflicts continue

to operate effectively

Accountability

Internal control

The Board which receives advice from the Audit

Committee has overall responsibility for the system

of internal control and risk management in the

Group and has reviewed the effectiveness of the

system during the year and up to the date of this

report In the context of the scope and complexity

of this system the Board can only give reasonable

not absolute assurance against material

misstatement or loss The system of controls is

designed to manage but may not eliminate the

risks of failure to achieve WPPs objectives For

certain joint ventures and associates WPP operates

controls over the inclusion of their financial data but

places reliance upon the systems
of internal control

operating within our partners infrastructure and

the obligations upon partners boards relating to

the effectiveness of their own systems

The principal elements of internal control are

described below

Control environment

The quality and competence of our people their

integrity ethics and behaviour are all vital to the

maintenance of the Groups system of internal control

The Code of Business Conduct which is regularly

reviewed by the Audit Committee and the Board and

was updated in 2012 sets out the principal obligations

of all employees Directors and senior executives

throughout the Group are required to sign this

Code each year The WPP Policy Book which

was updated in 2011 includes the Code of Business

Conduct and human resource practices as well

as guidance on practices in many operational areas

Breaches or alleged breaches of this Code of Conduct

are investigated by the director of internal audit

head of compliance and the Group chief counsel

The Group has an independently-operated

helpline Right to Speak to enable our people to

report issues that they feel unable to raise locally

number of issues have been raised during 2012

through 42 calls to this helpline all of which have

been followed through and investigated where

appropriate and reported to the Audit Committee

Pisk assessment

Risk monitoring of all of the Groups operations

throughout the world is given the highest priority by

the Group chief executive the Group finance director

the chairman of the Audit Committee and the Board

as it is essential to the creation and protection of share

owner value and the development of the careers of

our people The Board realises that WPP is

communication services company and its ongoing

prosperity depends on being able to continue to
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provide quality service to its existing and potential

clients in creative efficient and economic way
Identification management and monitoring of

sustainability risks including social environmental

and ethical risks is fully integrated into the Groups
risk management processes

At each Board meeting the Group chief

executive presents Brand Check review of each of

the business operations including an assessment of

the risk in each business providing feedback on the

business risks and details of any change in the risk

profile since the last Board meeting

The Brand Check covers such issues as

the possibility of the win or loss of major business

e.g as result of change of senior management at

major client

the addition or loss of key executive of the Group
introduction of new legislation in an

important market

sustainability including risks relating to

marketing ethics privacy and employment

political instability in an important market and

changes in accounting or corporate

governance practice

Each operating group undertakes monthly and

quarterly procedures and day-to-day management
activities to review their operations and business

risks These are formally communicated to the

Group chief executive other executive directors

and senior executives in monthly reports
and

quarterly review meetings and in turn to the Board

Paul Richardson provides an annual assessment

of sustainability risks and performance to the

Nomination and Governance Committee

The Board is firmly of the opinion that the

monitoring of risk is strongly embedded in the

culture of the Company and of the operating

companies in manner which the Board considers

goes beyond the Turnbull recommendations and

the requirements of Rules 13a-14 and 15 under

the Securities Exchange Act 1934

Control activities and monitoring

Policies and procedures for all operating companies

are set out and communicated in the WPP Policy

Book internal control bulletins and accounting

guidelines The application of these policies and

procedures is monitored within the individual

businesses and by the Companys director of

internal audit and the Group chief counsel

Operating companies are required to maintain

and update documentation of their internal controls

and processes This documentation incorporates an

analysis of business risks detailed control activities

and monitoring together with controls over security

of data and the provision of timely and reliable

information to management IT and financial

controls are also included

The internal audit department was responsible

for reviews and testing of the documentation and the

relevant controls for majority of the Group during

2012 the results of which were reported to the

Audit Committee

Financial reporting

Each operating company annually updates three-

year strategic plan which incorporates financial

objectives These are reviewed by the
parent

companys management and are agreed with the

chief executive of the relevant operating company
The Group operates rigorous procedure for the

development of operating company budgets which

build up the Groups budget During the final quarter

of each financial year operating companies prepare

detailed budgets for the following year for review by

the parent company The Groups budget is reviewed

by the Board before being adopted formally

Operating company results are reported monthly

and are reviewed locally regionally and globally

by the business groups and by Group management

on consolidated basis and ultimately by the Board

The results are compared to budget and the previous

year with full-year forecasts prepared and updated

quarterly throughout the year The Company reports

to share owners four times year
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At each year-end all operating companies suppiy

their full-year financial results with such additional

information as is appropriate This information is

consolidated to allow the Group to present the

necessary
disclosures for International Financial

Reporting Standards IFRS including International

Accounting Standards lAS
The Disclosure Committee gives further

assurance that publicly-released information is

free from material omission or misstatement

Remuneration

The level and components of remuneration

Non-executive directors do not participate in the

Companys pension share option or other incentive

plans but may receive
part

of their fees in ordinary

shares of the Company and may participate in the

Companys deferred compensation program
The Board considers that the non-executive

directors remuneration conforms with the

requirements of the UK Corporate Governance Code

The fees payable to non-executive directors

represent compensation in connection with Board and

Board committee meetings and where appropriate for

devoting additional time and expertise for the benefit

of the Group in wider capacity

1etails of directors remuneration and service

contracts form part of the report of the Compensation

Committee which commences on page 122

Relations with share owners

Dialogue with share owners

The relationship with share owners potential share

owners and investment analysts is given high priority

by the Company
The Company has well-developed and

continuous program to address the needs of share

owners investment institutions and analysts for

regular flow of information about the Company

its strategy performance and competitive position

Given the wide geographic distribution of the

Companys current and potential share owners

this program includes regular visits to investors

particularly by the Group chief executive the Group

finance director the deputy Group finance director

and the head of investor relations in the UK
Continental Europe and the major financial centres

in North America and also in Asia Pacific and Latin

America The Companys non-executive chairman

is available to meet with investors and regularly

consults with investors governance representatives

and advisory bodies The Company provides

preliminary announcement an interim management

statement at the end of the first and third quarters

which includes trading update an interim report

at half year
and trading update and presentation

at the Annual General Meeting

The Company ensures that it has proper

dialogue with share owners and their representative

bodies through executive and non-executive directors

in relation to remuneration and corporate governance

matters In 2012 and 2013 the chairman and senior

independent director held extensive rounds of

discussions with share owners and advisory groups

regarding senior executive compensation the

proposed new 2013 long-term incentive plan and

CEO and Board succession planning The chairman

and senior independent director provide thorough

feedback to the Board on issues raised with them

by share owners

WPPs website www.wpp.com provides current

and historical financial information including

trading statements news releases and presentations

and the Companys statement of its corporate

governance practices

The AGM
The 2013 AGM will be held on Wednesday 12 June

2013 at 12pm at the Savoy Hotel Strand London

WC2R OEU separate notice convening the

meeting is distributed to share owners and will he

published on WPPs website www.wpp.com All

resolutions for which notice has been given will be

decided on poll
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Principal risks and uncertainties

The Board has considered the principal risks and uncertainties affecting the Group as at 31 December 2012

and up to the date of this report These are described below The Group has specific policies in place to ensure

that risks are properly evaluated and managed at the appropriate level within the Group

Issue Potential impact How it is managed

Clients

The Group competes for clients in Competitors include large multinational advertising Operating companies seek to establish

highly-competitive industry and and marketing communication companies and regional reputations in the industry that attract

client loss may have material and national marketing services companies database and retdn clients including by improving

adverse effect on the Groups marketing and modelling companies telemaiketers the quality of their creative output

market share and its business and internet companies

revenues results of operations
The Groups different agency networks

financial condition or prospects
Service agreements with clients are generally terminable limit potential conflicts of interest and

by the client on 90 days notice and many clients put the Groups cross-discipline team

their advertising and communications business up for approach seeks to retain clients

competitive review from time to time The ability to

attract new clients and to retain or increase the amount
Brand Check at every Board meeting

of work from existing clients may also in some cases

be limited by clients policies on conflicts of interest

The Group receives significant relatively small number of clients contribute Global client account managers seek to

portion of its revenues from limited significant percentage of the Groups consolidated ensure the Group maintains partnership

number of large clients and the revenues The Groups 10 largest clients accounted for relationship with major clients

loss of these clients could have 17.4% of revenues in the year ended 31 December 2012 Operating companies seek to establish

material adverse effect on the Clients generally are able to reduce advertising and reputations in the industry that attract

Groups prospects business financial marketing spend or cancel projects on short notice and retain clients and key talent

condition and results of operations The loss of one or more of the Groups largest clients

if not replaced by new client accounts or an increase
Brand Check at every Board meeting

in business from existing clients would adversely affect
and regular dialogue between directors

the Groups financial condition
of the Company and directors of the

Groups largest clients

Econonc

The Groups businesses are subject Reduction in client spending or postponing spending Reduction in headcount and overheads

to recessionary economic cycles on the services offered by the Group or switching of client Ensuring that variable staff costs are

Many of the economies in which expenditure to non-traditional media and renegotiation significant proportion of total staff costs

the Group operates including the of contract terms can lead to reduced profitability and and revenue

Eurozone currently have significant cash flow

economic challenges
Increased controls over capital

expenditure and working capital

Strategic focus on BRIC5 the Next 11

new media and consumer insight

Consideration of the impact on the

Group if certain countries left the Euro

or in the event the Euro was devalued

Brand Check at every Board meeting
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Issue Potential impact How it is managed

Financial

Currency exchange rate The Companys reporting currency is pounds sterling The Group hedges the currency element

fluctuations could adversely impact Given the Group significant international operations of its net assets using foreign currency

the Group consolidated results fluctuations in currency exchange rates can affect the borrowings cross-currency swaps and

Group consolidated results forward foreign exchange contracts

The balance sheet and cash flows of

the Company are hedged by borrowing

in the currency of those cash flows

The Company publishes and explains

its results in constant currency terms

as well as in sterling and on an actual

dollar basis

The interest rates and fees payable The Companys long-term debt is currently rated Baa2 Active dialogue with the rating agencies

by the Group in respect of certain by Moodys and BBB by Standard and Poors and the to ensure they are fully apprised of any

of its borrowings are in part Companys short-term debt obligations P2 and A2 actions that may affect the Companys

influenced by the credit ratings respectively If the Companys financial performance debt ratings The Company also seeks to

issued by the international debt and outlook materially deteriorate ratings downgrade manage its financial ratios and to pursue

rating agencies could occur and the interest rates and fees payable on policies so as to maintain its investment

certain of the Companys revolving credit facilities and grade ratings

certain of the Groups bonds could be increased

The Group is subject to credit risk The Group is generally paid in arrears for its services Evaluating and monitoring clients

through the default of client or Invoices are typically payable within 30 to 60 days ongoing creditworthiness and in some

other counterparty cases requiring credit insurance or

The Group commits to media and production purchases
payments in advance

on behalf of some of its clients as principal or agent

depending on the client and market circumstances If

client is unable to pay sums due media and production

companies may look to the Group to pay such amounts to

which it committed as an agent on behalf of those clients

Mergers Acquisitions

The Group may be unsuccessful in The Group regularly reviews potential acquisitions of Business legal tax and financial due

evaluating material risks involved businesses that are complementary to its operations diligence carried out prior
to acquisition

in completed and future acquisitions and clients needs If material risks are not identified prior to seek to identify and evaluate

and may be unsuccessful in to acquisition or the Group experiences difficulties in material risks and plan the integration

integrating any acquired operations integrating an acquired business it may not realise process Warranties and indemnities

with its existing businesses the expected benefits from such an acquisition and the included in purchase agreements

Groups financial condition could be adversely affected

Audit Committee oversight of

acquisition and Board oversight of

material acquisitions arid review

of the integration and performance

of recent and prior acquisitions

Goodwill and other intangible The Group has significant amount of goodwill and Regular impairment testing which

assets recorded on the Groups other intangible assets recorded on its balance sheet is recurring agenda item for the

balance sheet with respect to with respect to acquired companies The Group annually Audit Committee

acquired companies may tests the carrying value of goodwill and other intangibles

become impaired for impairment The estimates and assumptions about

results of operations and cash flows made in connection

with impairment testing could differ from future results

of operations and cash flows Future events could cause

the Group to conclude that the asset values associated

with given operation have become impaired

which could have material impact on the Groups

financial condition
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Issue Potential impact How it is managed

Operafion

The Group operates in 110 countries The Group international operations are subject to Aftliate associate and joint venture

and is exposed to the risks of doing the following risk factors restrictions and/or changes structures with local partners used

business internationally in taxation on repatriation of earnings ii economic in developing markets

social or political instability within different countries

regions and markets iii changes in foreign laws and Brand Check at every Board meeting

regulatory requirements such as those on foreign miioan approach to internal controls

ownership of assets or data usage and iv unctainty
to seek to ensure best practice

or potential ineffectiveness or lack of enforcement in
employed in all jurisdictions

relation to the Groups client service agreements or

other contractual rights

Peop
The Groups perfonnance could be The Group is highly dependent on the talent creative The Groups incentive plans are

adversely atfected if it were unable abilities and technical skills of our personnel as well as structured to provide retention value

to attract and retain key talent or their relationships with clients The Group is vulnerable to for example by paying part of annual

had inadequate talent management the loss of personnel to competitors and clients leading to incentives in shares that vest two years

and succession planning for key disruption to the business alter grant

management roles

Operating companies seek to

establish reputations in the industry

that attract and retain key personnel

including by improving the quality

of their creative output

Succession planning of key executives

is recurring agenda item of the

Board and Nomination and

Governance Committee
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Issue Potential impact How it is managed

Reilatory/Legczl

The Group may be subject to Governments government agencies and industry The Group actively monitors any

regulations restricting its activities sell-regulatory bodies from time to time adopt statutes proposed regulatory or statutory

or effecting changes in taxation and regulations that directly or indirectly affect the form changes and consults with government

content and scheduling of advertising public relations agencies and regulatory bodies where

and public affairs and market research or otherwise limit possible on such proposed changes

the scope of the activities of the Group and its clients

which could have material adverse impact on our Regular briefings to the Audit

financial position Changes in tax laws and international
Conimittee of significant regulatory

tax treaties or their application may also adversely affect
or statutory changes

the Groups reported results
Group representation on number

of industry advisory bodies

The Group may be exposed to The Group works for large number of clients across The Group seeks to comply with all

liabilities from allegations that broad spectrum of industries and end markets laws and industry codes governing

certain of its clients advertising some of which may become subject to litigation marketing material

claims may be false or misleading As consequence of providing services to such clients

or that its clients products may the Group may itsell become involved as defendant Upward referral procedure within

be defective or harmful in litigation brought against its clients by third parties
operating companies and to WPP

including its clients competitors or consumers or
ethical review meetings

governmental or regulatory authorities

The Group is subject to strict The Group may be exposed to liabilities in the event of Online and in-country ethics and

anti-corruption and anti-bribery breaches of anti-corruption and anti-bribery legislation anti-bribery and corruption training on

legislation and enlorcement in in all of the 110 countries in which it operates Group-wide basis to raise awareness

the countries in which it operates and seek compliance with the WPP

Code of Conduct

Confidential helpline for WPP staff

to raise any concerns which are

investigated and reported to the

Audit Committee on regular basis

Due diligence on selecting and

appointing suppliers and acquisitions

Gift and hospitality register and

approvals process

The Group is subject to strict data The Group may be subject to investigative or The Group assists the operating

protection and privacy legislation enforcement action or legal claims or incur fines companies in developing principles

in the jurisdictions in which it damages or costs if the Group fails adequately to protect on privacy and data protection and

operates and relies extensively data or observe privacy legislation in every instance compliance with local laws

on information technology systems system breakdown or intrusion could have material

The Group operates on largely adverse effect on the Groups business revenues results
Nominated senior executives

decentralised basis with large of operations financial condition or prospects
provide leadership on privacy

number of different agencies and and data protection

operating entities and the resulting
Implemented WPP Data Code of

size and diversity of the operational Conduct and new WPP policies on
systems increases the vulnerability data privacy and security

of such systems to breakdown

or malicious intrusion Rolled out Group-wide WPP Data Health

Checker which is an interactive survey

to understand the scale and breadth

of data collected by WPP agencies so

level of risk associated with this can

be assessed
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Substantial share ownership

As at 22 April 2013 the Company is aware of

the following interest of 3% or more in the issued

ordinary share capital

Blcick1ock Inc 5.12%

Legal General 3.51%

The disclosed interest refers to the respective

combined holdings of this entity and to interests

associated with it

The Company has not been notified of any other

holdings of ordinary share capital of 3% or more

Profits and dividends

The profit before tax for the year was 1091.9
million 2011 1008.4 million The directors

declared final dividend of l9.71p 2011 i7.l4p

per share to be paid on July 2013 to share owners

on the register at June 2013 which together with

the first interim ordinary dividend of 8.8Op 2011

7.46p per share paid on 12 November 2012 makes

total of 28.Slp for the year 2011 24.60p

Charitable donations

Collectively WPP companies made 5.1 million

of charitable donations in 2012 More detailed

information regarding the Groups support of

charities is set out in the section dealing with

sustainability on pages 145 to 153

It is the Companys policy not to make payments

for political purposes

Significant agreements and change
of control

In addition to the financing agreements to which

the Company is party details of which are given

in note 24 on page 205 the Company is
party to

an agreement with Asatsu-DK Inc dated August

1998 pursuant to which WPP subscribed for 20%

at that time of the share capital of Asatsu and

Asatsu subscribed for approximately 4% at that

time of the issued share capital of WPP The

respective shareholdings may only be transferred

following procedure set out in the agreement

WPP and Asatsu are each entitled to nominate

non-executive director to the Board of the other

subject to retaining its shareholding in the other

All of our bonds
except

the $369 million 5.875%

bonds due June 2014 contain provisions which are

triggered on change of control of the Company
The holders of such bonds other than the 450
million 5.75% bonds due May 2014 have the right

to repayment at par except for holders of our other

US$ bonds where the holders have the right to

redeem the bonds at 101% of par if the Company
is non-investment grade at the time of the change of

control or becomes non-investment grade within 120

days of the announcement of the change of control

In addition the Group has Revolving Credit

Facility in the amount of $1050 million and 375
million due November 2016 the terms of which

require the consent of the majority of the lenders if

proposed merger or consolidation of the Company
would alter its legal personality or identity

In general terms awards granted under WPPs
incentive plans will usually vest on change

of control albeit on pro-rated basis Where

awards are subject to performance conditions

those conditions will still need to be met also

on pro-rated basis Certain incentive plans

allow the Compensation Committee to require

outstanding awards to be exchanged for

equivalent awards in the acquiring company
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Articles of Association Authority for purchase of own shares

There are no restrictions on amending the Articles

of Association of the Company other than the need

to pass special resolution of the share owners

Group activities

The principal activity of the Group continues to be

the provision of communications services worldwide

The Company acts only as parent company and

does not trade

Share capital

The Companys authorised share capital consists

solely of 1750000000 ordinary 10 pence shares

The Company operates an American Depositary

Receipt program The rights and obligations relating

to the ordinary share capital are outlined in the

Articles of Association there are no restrictions

on transfer no restrictions on voting rights and

no securities carry special voting rights with regard

to control of the Company
At the Annual General Meeting in June 2012

share owners passed resolutions authorising the

Company in accordance with its Articles of

Association to allot shares up to maximum

nominal amount of 42830646 of which

6331334 could be allotted for cash free of

statutory pre-emption rights These authorisations

were replaced as part of the Scheme of Arrangement

when resolutions were passed authorising the

Company in accordance with its Articles of

Association to allot shares up to maximum

nominal amount of 42667782 of which

6315000 could be allotted for cash free of pre

emption rights In the year under review no shares

were issued for cash free from pre-emption rights

Details of share capital movements are given in note

26 on pages 208 to 211

At the Annual General Meeting in 2012 share

owners passed special resolution authorising

the Company in accordance with its Articles of

Association to purchase up to 126006600 of its

own shares in the market This authorisation was

replaced as part of the Scheme of Arrangement when

resolution was passed authorising the Company
in accordance with its Articles of Association to

purchase up to 126300365 of its own shares in

the market In the
year

under review 16228400

ordinary shares of 10 pence each were purchased

at an average price of 8.30
per

share

Supplier payment policy

The Company has no trade creditors because it

is parent company and does not generate trading

revenues Accordingly no disclosure can be made

of year-end trade creditor days However the

Groups policy is to settle the terms of payment with

suppliers when agreeing the terms of each transaction

and to ensure that suppliers are made aware of the

terms of payment and to abide by the terms of

payment The average trade creditors for the Group

expressed as number of days were 41 2011 41

Auditors

The directors will propose resolution at the

Annual General Meeting to re-appoint Deloitte LLP

as auditors

Going concern

The directors are required to consider whether it is

appropriate to prepare the financial statements on

the basis that the Company and the Group are going

concerns As part of its normal business practice the

Group prepares
annual and longer-term plans and
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in reviewing this information and in particular the

2012 three-year plan and budget the directors believe

that the Company and the Group have adequate

resources for the foreseeable future Therefore the

Company and the Group continue to adopt the going

concern basis in preparing the financial statements

Further details of the Groups financial position

and borrowing facilities are described in note 10

of the financial statements

Statement of diiectors responsibilities

in respect of the preparation of

financial statements

The directors are responsible for preparing the

financial statements in accordance with applicable

law and regulations The directors have elected

to prepare financial statements for the Group in

accordance with International Financial Reporting

Standards as adopted by the EU IFRSs and have

also elected to prepare financial statements for

the Company in accordance with UK accounting

standards Company law requires the directors

to prepare such financial statements in accordance

with the Companies Jersey Law 1991

International Accounting Standard requires that

financial statements present fairly for each financial

year the Companys financial position financial

performance and cash flows This requires the

faithful representation of the effects of transactions

other events and conditions in accordance with the

definitions and recognition criteria for assets

liabilities income and expenses set out in the

International Accounting Standards Boards

Framework for the Preparation and Presentation

of Financial Statements

In virtually all circumstances fair presentation

will be achieved by compliance with all applicable

IFRSs Directors are also required to

properly select and apply accounting policies

present information including accounting

policies in manner that provides relevant reliable

comparable and understandable information

provide additional disclosures when compliance

with the specific requirements in IFRSs is insufficient

to enable users to understand the impact of

particular transactions other events and conditions

on the entitys financial position and financial

performance and

make an assessment of the Companys ability

to continue as going concern

The directors are responsible for keeping proper

accounting records which disclose with reasonable

accuracy at any time the financial position of the

Company for safeguarding the assets for taking

reasonable steps
for the

prevention
and detection of

fraud and other irregularities and for the preparation of

Directors report and directors remuneration report

The directors are responsible for the maintenance

and integrity of the Company website Jersey

legislation and UK regulation governing the

preparation and dissemination of financial statements

differs from legislation in other jurisdictions

The directors confirm that so far as they are

aware there is no relevant audit information of

which the Companys auditors are unaware Each

director has taken all the steps
that he or she ought

to have taken as director in order to make himself

or herself aware of any relevant audit information

and to establish that the Companys auditors are

aware of that information

The letters from the chairmen of the Nomination

and Governance Audit and Compensation

Committees the statements regarding directors

responsibilities and statement of going concern set

out above and the directors remuneration and

interests in the share capital of the Company set out

on pages 113 to 143 are included in the Directors

report which also includes the sections Letter to

share owners Who runs WPP and What we think

By Order of the Board

Marie Capes

Company Secretary

22 April 2013
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Our 2012 financial

statements

Accounting policies

he consolidated financia.l statements of PP plc

and its subsidiaries the Group for the year
ended

31 December 20 have been prepared in accordance

with International Financial Reporting Standards IFRS

as adopted by the European Union as they apply to the financial

statements of the Group for the year ended 31 December 2012

The Groups financial statements have also been prepared

in accordance with international Financial Reporting Standards

as issued by the International Accounting Standards Board

The consolidated financial statements have been prepared under the

historical cost convention except
for the revaluation of certain financial

instruments The principal acconntnig policies are set out below

The consolidated financial statements include the results of the

Company and all its subsidiary undertakings made up to the same

accounting date All intraGroup balances transactions income

and expenses are eliminated in full on consolidation The results

of subsidiary undertakings acquired or disposed of during the period

are included or excluded from the consolidated income statement

from the effective date of acquisition or disposal
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Depreciation is provided at rates calculated to write

off the cost less estimated residual value of each

asset on straight-line basis over its estimated useful

life as follows

Freehold buildings 50 years

Leasehold land and buildings over the term

of the lease or life of the asset if shorter

Fixtures fittings and equipment 3-10 years

Computer equipment 3-5 years

Interests in associates and joint ventures

An associate is an entity over which the Group

has significant influence In certain circumstances

significant influence may be represented by factors

other than ownership and voting rights such

as representation on the Board of Directors

The Groups share of the profits less losses of

associate undertakings net of tax interest and non-

controlling interests is included in the consolidated

income statement and the Groups share of net

assets is shown within interests in associates in the

consolidated balance sheet The Groups share of the

profits less losses and net assets is based on current

information produced by the undertakings adjusted

to conform with the accounting policies of the Group

The Group assesses the carrying value of its

associate undertakings to determine if any impairment

has occurred Where this indicates that an investment

may be impaired the Group applies the requirements

of lAS 36 in assessing the carrying amount of the

investment This
process

includes comparing its

recoverable amount with its carrying value

The Group accounts for joint venture investments

under the equity method which is consistent with the

Groups treatment of associates

Other investments

Other investments are designated as available for

sale and are shown at fair value with any movements

in fair value taken to equity

On disposal the cumulative gain or loss

previously recognised in equity is included in

the profit or loss for the year

Inventory and work in progress

Work in progress
is valued at cost which includes

outlays incurred on behalf of clients and an appropriate

proportion of directly attributable costs and ovheads

on incomplete assignments Provision is made for

irrecoverable costs where appropriate Inventory is

stated at the lower of cost and net realisable value

Trade receivables

Trade receivables are stated net of provisions for

bad and doubtful debts

Foreign currency and interest rate hedging

The Groups policy on interest rate and foreign

exchange rate management sets out the instruments

and methods available to hedge interest and currency

risk exposures and the control procedures in place

to ensure effectiveness

The Group uses derivative financial instruments

to reduce exposure to foreign exchange risk and

interest rate movements The Group does not

hold or issue derivative financial instruments

for speculative purposes

Derivatives are initially recognised at fair value at

the date derivative contract is entered into and are

subsequently remeasured to their fair value at each

balance sheet date The resulting gain or loss is

recognised in profit or loss immediately unless the

derivative is designated and effective as hedging

instrument in which event the timing of the

recognition in profit or loss depends on the nature

of the hedge relationship

At the inception of the hedge relationship the

entity documents the relationship between the
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hedging instrument and hedged item along with

its risk management objectives and its
strategy

for undertaking various hedge transactions

Furthermore at the inception of the hedge and

on an ongoing basis the Group documents whether

the hedging instrument that is used in hedging

relationship is highly effective in offsetting changes

in fair values or cash flows of the hedged item

Note 25 contains details of the fair values of

the derivative instruments used for hedging purposes

Changes in the fair value of derivatives that

are designated and qualify as fair value hedges are

recorded in profit or loss immediately together with

any changes in the fair value of the hedged item that

is attributable to the hedged risk

The effective portion of changes in the fair value

of derivatives that are designated and qualify as cash

flow or net investment hedges is deferred in equity

The gain or loss relating to the ineffective portion

is recognised immediately in profit or loss Amounts

deferred in equity are recycled in profit or loss in the

periods when the hedged item is recognised in profit

or loss However when the forecast transaction that

is hedged results in the recognition of non-financial

asset or non-financial liability the gains and losses

previously deferred in equity are transferred from

equity and included in the initial measurement of

the cost of the asset or liability

Hedge accounting is discontinued when the

hedging instrument expires or is sold terminated or

exercised or no longer qualifies for hedge accounting

At that time any cumulative gain or loss on the

hedging instrument recognised in equity is retained

in equity until the forecast transaction occurs If

hedged transaction is no longer expected to occur

the net cumulative gain or loss recognised in equity

is transferred to net profit or loss for the period

Derivatives embedded in other financial

instruments or other host contracts are treated

as separate derivatives when their risks and

characteristics are not closely related to those of host

contracts and the host contracts are not carried at

fair value with unrealised gains or losses reported

in the consolidated income statement
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Liabilities in respect of option agreements

Option agreements that allow the Groups equity

partners to require the Group to purchase non-

controlling interest are treated as derivatives over

equity instruments and are recorded in the

consolidated balance sheet at fair value and the

valuation is remeasured at each period end Fair

value is based on the
present value of expected

cash outflows and the movement in the fair

value is recognised as income or expense within

revaluation of financial instruments in the

consolidated income statement

Derecognition of financial liabilities

In accordance with lAS 39 Financial Instruments

Recognition and Measurement financial liability

of the Group is only released to the consolidated

income statement when the underlying legal

obligation is extinguished

Convertible debt

Convertible debt is assessed according to the

substance of the contractual arrangements and is

classified into liability and equity elements on the

basis of the initial fair value of the liability element

The difference between this figure and the cash

received is classified as equity

The consolidated income statement charge for

the finance cost is spread evenly over the term of the

convertible debt so that at redemption the liability

equals the redemption value

Other debt

Other interest-bearing debt is recorded at the

proceeds received net of direct issue costs
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Borrowing costs

Finance costs of borrowing are recognised in the

consolidated income statement over the term of

those borrowings

Pevenue recognition

Revenue comprises commission and fees earned in

respect of amounts billed Direct costs include fees

paid to external suppliers where they are retained

to perform part or all of specific project for client

and the resulting expenditure is directly attributable

to the revenue earned Revenue is stated exclusive

of VAT sales taxes and trade discounts

Advertising and Media Investment Management

Revenue is typically derived from commissions on

media placements and fees for advertising services

Revenue may consist of various arrangements

involving commissions fees incentive-based revenue

or combination of the three as agreed upon with

each client

Revenue is recognised when the service is

performed in accordance with the terms of the

contractual arrangement The amount of revenue

recognised depends on whether we act as an agent or

as principal in an arrangement with client Where

we act as an agent the revenue recorded is the net

amount retained when the fee or commission is

earned Although the Group may bear credit risk in

respect of these activities the arrangements with our

clients are such that we consider that we are acting as

an agent on their behalf In such cases costs incurred

with external suppliers such as media suppliers are

excluded from our revenue Where the Group acts as

principal and contracts directly with suppliers for

media payments and production costs the revenue

recorded is the
gross

amount billed

incentive-based revenue typically comprises both

quantitative and qualitative elements on the element

related to quantitative targets revenue is recognised

when the quantitative targets have been achieved on

the element related to qualitative targets revenue is

recognised when the incentive is received or receivable

The Group receives volume rebates from certain

suppliers for transactions entered into on behalf of

clients that based on the terms of the relevant

contracts and local law are either remitted to clients

or retained by the Group If amounts are passed

on to clients they are recorded as liabilities until

settled or if retained by the Group are recorded

as revenue when earned

Consumer Insight

Revenue recognised in proportion to the level of

service performed for market research contracts is

based on proportional performance In assessing

contract performance both input and output criteria

are reviewed Costs incurred are used as an objective

input measure of performance The primary input

of all work performed under these arrangements is

labour As result of the relationship between labour

and cost there is normally direct relationship

between costs incurred and the proportion of

the contract performed to date Costs incurred

as proportion of expected total costs is used

as an initial proportional performance measure

This indicative proportional performance measure

is subsequently validated against other more

subjective criteria i.e relevant output measures

such as the percentage of interviews completed

percentage of reports delivered to client and the

achievement of any project milestones stipulated in

the contract In the event of divergence between the

objective and more subjective measures the more

subjective measures take precedence since these

are output measures

While most of the studies provided in connection

with the Groups market research contracts are

undertaken in response to an individual clients or

group of clients specifications in certain instances

study may be developed as an off-the-shelf product

offering sold to broad client base For these

transactions revenue is recognised when the product
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is delivered Where the terms of transaction provide

for licensing the product on subscription basis

revenue is recognised over the subscription period on

straight-line basis or if applicable based on usage

Substantially all services are provided on fixed

price basis Pricing may also include provision for

surcharge where the actual labour hours incurred in

completing project are significantly above the labour

hours quoted in the project proposal In instances

where this occurs the surcharge will be included in the

total revenue base on which to measure proportional

performance when the actual threshold is reached

provided that collectability is reasonably assured

Public Relations Public Affairs and Branding

Identity Healthcare and Specialist

Communications

Revenue is typically derived from retainer fees

and services to be performed subject to specific

agreement Revenue is recognised when the service

is performed in accordance with the terms of the

contractual arrangement Revenue is recognised

on long-term contracts if the final outcome can

be assessed with reasonable certainty by including

in the consolidated income statement revenue

and related costs as contract activity progresses

Taxation

Corporate taxes are payable on taxable profits at

current rates The tax expense represents
the sum

of the tax currently payable and deferred tax

The Group is subject to corporate taxes in

number of different jurisdictions and judgement is

required in determining the appropriate provision

for transactions where the ultimate tax

determination is uncertain In such circumstances

the Group recognises liabilities for anticipated taxes

based on the best information available and where

the anticipated liability is both probable and

estimable Such liabilities are classified as current

when the Group expects to settle the liability within
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12 months and the remainder as non-current

Any interest and penalties accrued are included

in income taxes both in the consolidated income

statement and balance sheet Where the final

outcome of such matters differs from the amount

recorded any differences may impact the income

tax and deferred tax provisions in the period in

which the final determination is made

The tax laws that apply to the Groups
subsidiaries may be amended by the relevant tax

authorities Such potential amendments are regularly

monitored and adjustments are made to the Groups

tax liabilities and deferred tax assets and liabilities

where necessary

The tax currently payable is based on taxable

profit for the year Taxable profit differs from net

profit as reported in the consolidated income

statement because it excludes items of income or

expense that are taxable or deductible in other
years

and it further excludes items that are never taxable

or deductible The Groups liability for current tax

is calculated using tax rates that have been enacted

or substantively enacted by the balance sheet date

Deferred tax is the tax expected to be payable

or recoverable on differences between the carrying

amounts of assets and liabilities in the financial

statements and the corresponding tax bases used

in the computation of taxable profit and is accounted

for using the balance sheet liability method Deferred

tax liabilities are recognised for all taxable temporary

differences unless specifically excepted by lAS 12

Income Taxes Deferred tax is charged or credited

in the consolidated income statement except when

it relates to items charged or credited to other

comprehensive income or directly to equity in

which case the deferred tax is also dealt with in other

comprehensive income or equity Deferred tax assets

are recognised to the extent that it is probable that

taxable profits will be available against which

deductible temporary differences can be utilised

Such assets and liabilities are not recognised if the

temporary difference arises from the initial recognition

of goodwill or other assets and liabilities other than

in business combination in transaction that affects
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neither the tax profit nor the accounting profit

The carrying amount of deferred tax assets is

reviewed at each balance sheet date and reduced to

the extent that it is no longer probable that sufficient

taxable profits will be available to allow all or part

of the asset to be recovered

1eferred tax liabilities are recognised for taxable

temporary differences arising on investments in

subsidiaries and associates and interests in joint

ventures except where the Group is able to control

the reversal of the temporary difference and it is

probable that the temporary difference will not

reverse in the foreseeable future

Ieferred tax assets and liabilities are offset when

there is legally enforceable right to set off current

tax assets against current tax liabilities and when

they relate to income taxes levied by the same

taxation authority and the Group intends to settle

its current tax assets and liabilities on net basis

Ieferred tax is calculated at the tax rates that

are expected to apply in the period when the liability

is settled or the asset is realised based on enacted

or substantively enacted legislation Deferred tax

is charged or credited in the consolidated income

statement except when it relates to items charged

or credited directly to equity or the consolidated

statement of comprehensive income in which

case the deferred tax is also dealt with in equity or

the consolidated statement of comprehensive income

Retirement benefit costs

For defined contribution plans contributions are

charged to the consolidated income statement as

payable in respect of the accounting period

For defined benefit plans the amounts charged

to operating profit are the current service costs and

gains and losses on settlements and curtailments

They are included as part of staff costs Past service

costs are recognised immediately in the consolidated

income statement if the benefits have vested If the

benefits have not vested the costs are recognised over

the period until vesting occurs The interest cost and

the expected return on assets are shown within

finance costs and finance income respectively

Actuarial gains and losses are recognised

immediately in the consolidated statement

of comprehensive income

Where defined benefit plans are funded the

assets of the plan are held separately from those

of the Group in separate independently managed

funds Pension plan assets are measured at fair value

and liabilities are measured on an actuarial basis

using the projected unit method and discounted

at rate equivalent to the current rate of return on

high-quality corporate bond of equivalent currency

and term to the plan liabilities The actuarial

valuations are obtained at least triennially and are

updated at each balance sheet date

Recognition of surplus in defined benefit plan

is limited based on the economic gain the Company

is expected to benefit from in the future by means of

refund or reduction in future contributions to the

plan in accordance with lAS 19 Employee Benefits

Finance leases

Assets held under finance leases are recognised as

assets of the Group at the inception of the lease at

the lower of their fair value and the present value

of the minimum lease payments Depreciation on

leased assets is charged to the consolidated income

statement on the same basis as owned assets Leasing

payments are treated as consisting of capital and

interest elements and the interest is charged to the

consolidated income statement as it is incurred

Operating leases

Operating lease rentals are charged to the

consolidated income statement on straight-line

basis over the lease term Any premium or discount

on the acquisition of lease is spread over the life

of the lease on straight-line basis
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Translation of foreign currencies New IFRS accounting pronouncements

Foreign currency
transactions arising from normal

trading activities are recorded at the rates in effect at the

date of the transaction Monetary assets and liabilities

denominated in foreign currencies at the year end are

translated at the year-end exchange rate Foreign

currency gains and losses are credited or charged

to the consolidated income statement as they arise

The income statements of overseas subsidiary

undertakings are translated into pounds sterling at

average exchange rates and the year-end net assets

of these companies are translated at year-end

exchange rates

Exchange differences arising from retranslation

of the opening net assets and on foreign currency

borrowings to the extent that they hedge the Groups

investment in such operations are reported in the

consolidated statement of comprehensive income

Goodwill and fair value adjustments arising

on the acquisition of foreign entity are treated

as assets and liabilities of the foreign entity and

translated at the closing rate

Share-based payments

The Group issues equity-settled share-based

payments including share options to certain

employees and accounts for these awards in

accordance with IFRS Share-Based Payment

Equity-settled share-based payments are measured

at fair value excluding the effect of non-market-

based vesting conditions at the date of grant Details

regarding the fair value of equity settled share-based

transactions are set out in notes 22 and 26

The fair value determined at the grant
date is

recognised in the consolidated income statement as

an expense on straight-line basis over the relevant

vesting period based on the Groups estimate of the

number of shares that will ultimately vest and adjusted

for the effect of non-market-based vesting conditions

At the date of authorisation of these financial

statements the following Standards and

Interpretations which have not been applied in these

financial statements were in issue but not yet effective

IFRS Financial Instruments

IFRS 10 Consolidated Financial Statements

IFRS 11 Joint Arrangements

IFRS 12 Disclosure of Interests in Other Entities

IFRS 13 Fair Value Measurement

lAS amended Presentation of

Financial Statements

lAS 19 amended Employee Benefits

lAS 27 revised Separate Financial Statements

lAS 28 revised Investments in Associates and

Joint Ventures and

lAS 32 amended Financial Instruments

Presentation

The Group does not consider that these Standards

and Interpretations will have significant impact

on the financial statements of the Group except
for

additional disclosures when the relevant standards

come into effect

In the current year the following Standards

and Interpretations became effective

IFRS amended Financial Instruments

Disclosures and

lAS 12 amended Income Taxes

The adoption of these Standards and

Interpretations has not led to any changes in

the Groups accounting policies

Critical judgements in applying

accounting policies

Management is required to make key decisions and

judgements in the process of applying the Groups

accounting policies The most significant areas where

such judgements have been necessary are revenue

recognition goodwill and other intangibles

payments due to vendors earnout agreements

acquisition reserves taxation and accounting for
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pension liabilities Where judgement has been

applied the key factors taken into consideration

are disclosed in the accounting policies and the

appropriate note in these financial statements

Directors responsibility statement

Our 2012 financial statements

Accounting policies
and Doectors responsibility statement

We confirm that to the best of our knowledge

the financial statements prepared in accordance

with the applicable set of accounting standards give

true and fair view of the assets liabilities financial

position and profit or loss of the Company and the

undertakings included in the consolidation taken

as whole and

the management report which is incorporated

into the Directors report includes fair review of

the development and performance of the business

and the position of the Company and the

undertakings included in the consolidation taken

as whole together with description of the

principal risks and uncertainties they face

Sir Martin Sorrell Paul Richardson

Group chief executive Group finance dixector

22 April 2013
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For the year ended 31 December 2012
2012 2011 2010 2012 2011 2010

Notes $m3 $m3

Billings 44405.3 44791.8 42683.6 70459.1 71749.2 65961.2

10373.1 10021.8 9331.0 16459.3 16053.4 14416.2

858.3 783.3 77050361.9 1253.7 119o.o

9514.8 9238.5 8560.5 15097.4 14799.7 13226.2

8273.7 8046.3 7587.5 13120.8 12896.3 11728.2

1241.1 1192.2 973.0 1976.6 1903.4 1498.0

_________________________________________________
69.4 66.1 55.2 110.3 105.8 85.3

_________________ _______
1310.5 1258.3 1028.2 2086.9 2009.2 1583.3

_______________
85.9 97.3 81.7 136.3 155.3 126.0

299.8 297.2 276.8 475.3 475.9 427.8

4.7 50.0 18.2 6.5 79.2 30.1

________ _____ 1091.9 1008.4 851.3 1741.4 1609.4 1311.6

197.2 91.9 190.3 315.4 151.1 294.4

894.7 916.5 661.0 1426.0 1458.3 1017.2

Pevenue

Direct costs

Gross profit

Operatina costs

Share of results of associates

Operating profit

Profit before interest and taxation

Finance income

Finance costs

Pevaluation of financial instruments

Profit before taxation

Taxation

Profit for the year

Attributable_to

Equity holders of the parent 822.7 840.1 586.0 1311.5 1335.7 901.0

Non-controlling interests 72.0 76.4 75.0 114.5 122.6 116.2

894.7 916.5 661.0 1426.0 1458.3 1017.2

Headline PBIT 31 1531.0 1429.0 1228.7 2439.3 2281.5 1893.3

Headline PBIT margin 31 14.8% 14.3% 13.2% 14.8% 14.2% 13.1%

Headline PBT 31 1317.1 1229.1 1033.6 2100.3 1960.9 1591.5

Earnings per shar

Basic earnings per ordinary share 66.2p 67.6p 47.5p 105.5 107.5s 73.1t

Diluted earnings per ordinary share 62.8p 64.5p 45.9p 100.0 102.6s 70.o

Notes

The ciccompanythg notes foan no integraf part of this consolidated income statement

Billings is defined on page 226

The calculations of the Groups earnings per share and headline earnings per share me set out in note

3The consolidated income statement above is also expressed in US dollars for intormation purposes only and is unaudited It has been prepared assuming the US dollar is the

reporting currency
at the Group whereby local

currency
results are translated into US dollars at actual monthly average exchange rates in the period presented Among

other currencies this includes an average exchange rate ot US$15852 to the pound sterling for the year 20122011 US$16032 2010 US$15461
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For the year ended 31 December 2012
2012 2011 2010

Profit for the year 894.7 916.5 661.0

Exchange adjustments on foreign currency net investments
______________

305.2 256.3 156.3

Loss/gain on revaluation of available for sale investments
______________ 3.5 11.3 59.8

Actuarial loss on defined benefit pension plans 83.9 72.0 04
Deferred tax on defined benefit pension plans 7.3 0.1 0.2

Other comprehensive loss relating to the year 385.3 316.9 96.3

Total comprehensive income relatinq to the year 509.4 599.6 757.3

Attributable to

Equity holders of the parent 444.2 529.5 6726

Non-controlling interests 65.2 70.1 84.7

509.4 599.6 757.3

Note

The accompanying notes form an integral port of this consolidated statement of comprehensive income
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2012

908.3

2011

665.2

2010

1361.2

For the year ended 31 December 2012

Notes

Net cash inflow from operating activities 11

Investing activities

Acquisitions and disposals 11 566.5 469.8 200.1

Purchases of property plant and equipment 290.3 216.1 190.5

Purchases of other intangible assets including capitalised computer software 39.8 37.1 27.0

Proceeds on disposal of property plant and equipment 123.5 13.2 7.6

Net cash outflow from investing activities 773.1 709.8 410.0

Financing activities

Share option proceeds 56.0 28.8 427

Cash consideration for non-controlling interests 11 20.1 62.6 15.1

Share repurchases and buy-backs 11 134.5 182.2 46.4

Netincreczseinborrowings 11 380.5 301.4 19.8

Financing and share issue costs 8.2 11.9 3.5

Equity dividends paid 306.6 218.4 200.4

Dividends paid to non-controlling interests in subsidiary undertakings 51.9 62.2 66.7

Net cash outflow from financing activities 84.8 207.1 269.6

Net increase/decrease in cash and cash equivalents
-- --

50.4 251.7 681.6

Translation differences 119.3 29.9 82.2

Cash and cash equivalents at beginning of year 1428.2 1709.8 946.0

Cash and cash equivalents at end of year 11 1359.3 1428.2 1709.8

Reconciliation of net cash flow to movement in net debt

Net increase/decrease in cash and cash equivalents 50.4 251.7 681.6

Cash inflow from increase in debt financing 372.5 289.5 16.3

Debt acquired 200
Other movements 3.4 16.4 17.7

Translation differences 17.7 1.3 104.4

Movement of net debt in the year 356.4 576.4 752.0

Net debt at beginning of year 2464.8 1888.4 2640.4

Netdebtatendof year 10 2821.2 2464.8 1888.4

Note

The accomporsying notes form an integral port of this consolidoted cash flow statement
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Consolidated balance sheet

At 31 December 2012
2012 2011

Notes

Non-current assets
_______________ ____________ ______

Intangible assets
_________________________ _________ _________

Goodwill
________________ ______

12 9457.2 9430.8

Other 12 1827.4 1859.9

Property plant and equipment ______
13 768.3 728.3

Interests in associates and joint ventures
_____

14 887.2 801.3

Other investments ___________ _________
14 176.5 190.8

Deferred tax assets _______ _________
15 91.2 86.0

Trade and other receivables 17 245.1 309.1

13452.9 13406.2

Current assets

Inventory and work in progress _______ _____
16 348.2 333.9

Corporate income tax recoverable
_______________ _______ 124.2 88.5

Trade and other receivables
____________

17 9007.0 8919.7

Cash and short-term deposits 1945.3 1946k

11424.7 11288.7

Current liabilities _____________ _____
Trade and other payables ______ ______

18 10907.8__11165.5

Corporate income tax payable ______ ___________ ____________
102.9 113.4

Bank overdrafts and loans 20 1085.9 518.4

12096.6 11797.3

Net current liabilities 671.9 508.6

Total assets less current liabilities 12781.0 12897.6

Non-current liabilities
______ _____

Bonds and bank loans
________________

20 3680.6 3893.0

Trade and other payables
____________

19 512.0 553.1

Corporate income tax payable ___________ _______ 375.3 379.5

Deferred tax liabilities
___________

15 680.3 741.4

Provision for post-employment benefits
-- ____________

23 335.6 282.3

Provisions for liabilities and charges 21 136.6 154.0

5720.4 6003.3

Net assets 7060.6 6894.3

Equity
__________________________________________________________________ __________ _______

Called-up share capital _______________
26 126.5 126.6

Share premium account ___________ 175.9 105.7

Sharestobeissued ____________ 1.8 2.4

Merger reserve _________________________________________ ____________
5135.7 5136.2

Other reserves _____________ 27 622.7 9389

Own shares _______________________________________ _________________ 166.5 177.6

Retained earnings 11186.3 1080.5

Equity share owners funds
_______________

6811.0 6663.3

Non-controlling interests 249.6 231.0

Total equity 7060.6 6894.3

Note

The occomponytng notes form on integial port of this consolidated balance sheet

The financial statements were approved by the Board of Directors and ciuthorised for issue on 22 April 2013

Signed on behall of the Board

Sir Martin Sorrell Paul Richardson

Group chief executive Group finance director ANNUAL REPORT 2012
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Consolidated statement of changes in equity

Total comprehensive income relating to the year ended 31 December 2012 was 509.4 million 2011 599.6 million

For the year ended 31 December 2012

Called-up Share

share premium

capital account

________________________________
126.6 105.7

1.0 55.0

Shares to

be issued

2.4

0.6

Merger

reserve

5136.2
0.5

Other

reserves

938.9

Own getained

shares earnings

177.610803.5

Total

equity

share

owners

funds

6663.3

55.9

Non-

controlling

interests

231.0

Total

Lan

6894.3

55.9

Balance at January 2012

Ordinary shares issued

Share issue/cancellation costs 0.2 0.2 0.2

Share cancellations 0.7 0.7 55.1 55.1 55.1

Treasury share additions 0.6 0.6 0.6

Treasury share allocations 0.9 0.9

Treasury share cancellations 0.6 0.6 37.2 37.2

Exchange adjustments on

foreign currency
net investments __298.4 298.4 6.8 305.2

Net profit for the year 822.7 822.7 72.0 894.7

Dividends paid 306.6 306.6 51.9 358.5

Scrip dividend 0.2 15.4 15.6

Non-cash share-based incentive

plans including share options 92.8 92.8 92.8

Tax adjustment on share-based

payments 18.3 18.3 18.3

Net movement in own shares

held by ESOP Trusts 26.4 52.4 78.8 78.8

Actuarial loss on defined benefit

pension plans 83.9 83.9 83.9

Deferred tax on defined benefit

pension plans 7.3 7.3 7.3

Loss on revaluation of available

for sale investments 3.5 3.5 3.5

lecognition/remeasurement of

financial instruments 2.7 14.8 17.5 17.5

Share purchases close period
commitments 18.3 18.3 18.3

Acquisition of subsidiaries2 21.4 21.4 5.3 16.1

Balance at 31 December 2012 126.5 175.9 1.8 5135.7 622.7 166.5 11186.3 6811.0 249.6 7060.6

Notes

The accompanying notes form an Integral part of this consolidated statement of changes in equity

Other reserves are analysed in note 27

AcquIsition of subsidiaries represents movements in retained earnings and non-controlling interests arising from changes in ownership of existing subsidiaries and recognition

of non-controlling interests on new acquisitions
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For the year ended 31 December 2011

Balance at January 2011

Ordinary shares issued

Share cancellations

Treasury share additions

Treasury share allocations

Exchange adjustments on

foreign currency
net investments

Called-up Share

share premium Shares to Merger Other Own Retained

capital account be issued reserve reserves shares earnings

126.4 54.5 3.1 5136.8 1182.8 144.810361.4

0.6 30.4 0.7 0.6

0.7 0.7

Total

equity

share Non
owners confrolling

funds interests

6446.6 201.3

30.9

45.9

29.829.8

0.8

45.9

0.8

Total

6647.9

30.9

45.9

29.8

250.0 250.0 6.3 25o3
Ntft for the year 840.1 840.1 76.4 915

Dividends paid 218.4 218.4 62.2 2806

Scrip dividend 0.3 20.8 21.1

Non-cash share-based incentive

plans including share options 78.8 78.8 788

Tax adjustment on share-based

pcryrnents 11.7 11.7

Net movement in own shares

held by ESOP Trusts 3.8 102.7 106.5 106.5

Actuarial loss on defined benefit

pension plans 72.0 72.0 72.0

Deferred tax on defined benefit

pension plans 0.1 0.1 0.1

Gain on revaluation of

available for sale investments 11.3 11.3 11.3

llecognition/remeasurement of

financial instruments 5.9 33.8 27.9 279

Acquisilion of subsidiaries2 38.1 38.1 21.8 16.3

Balance at 31 December 2011 126.6 105.7 2.4 5136.2 938.9 177.6 10803.5 6663.3 231.0 6894.3

Notes

The accompanyrng notes form an integral part of this coreolidated statement of changes in equity

Other reserves are analysed in note 27

2Acqlion ot subsidianes represents movements in retained earnings and non-controlling interests arising from changes in ownership of existing subsidiaries and recognition

of non-controlling interests on new acquisitions
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Notes to the consolidated financial statements

For the year ended 31 December 2012

General iniormation

WPP plc is company incorporated in Jersey The address of the registered office is Queensway House Hilgrove Street St Helier Jersey JE1 lBS

and the address of the principal executive office is 27 Farm Street London United Kingdom W1J 5RJ The nature of he Groupli operations and

it principal activities are set out in note These consolidated financial statements are presented in pounds sterling

Segment information

The Group is leading worldwide communications services organisat ion offering national and multinational clients comprehensive range

of communications services

The Group is organised info four reportable segments Advertising and Media Investment Management Consumer Insight Public Relations

Public Affairs and Branding Identity Healthcare and Specialist Communications This last reportable segment includes WPP Digital and direct

digital promotional and relationship marketing

IFRS Operating Segments requires operating segments to be identified on the same basis as is used internally for the review of performance

and allocation of resources by the Group chief executive Provided certain quantitative and qualitative criteria are fulfilled IFRS permits the

aggregation of these components into reportable segments for the purposes of disclosure in the Groups financial statements In assessing the Groups

reportable segments the directors have had regard to the similar economic characteristics of certain operating segments their shared client base

the similar nature of their preducts or services and their long-term margins amongst other factors

Operating sectors

Reported contributions were as follows

Headline Headline Headline

Headline PSIT Headline P5IT Headline PBIT

Revenue PBIT margin Revenue PelT margin Revenue PBIT2 margin

2012 2012 2012 2011 2011 2011 2010 2010 2010

Advertising and Media
Investment

Management 4273.2 754.5 17.7 4157.2 667.9 16.1 3733.3 573.0 15.3

Consumer Insight 2460.2 246.9 10.0 2458.0 258.7 10.5 2430.2 234.8 9.7

Public Relations Public

Affairs 917.1 136.4 14.9 8B5.4 142.9 16.1 844.5 133.1 15.8

Branding Identity

Healthcare and

Specialist

Communications 2722.6 303.2 14.4 2521.2 359.5 14.3 2323.0 287.8 12.4

10373.1 1531.0 14.8 10021.8 1429.0 14.3 9331.0 1228.7 132

Notes

Intersegmenl sales have not tieen separately disclosed as they are not motesiol

reconciliation trom reported profit before interest and taxation to headltne PSIT ts provided in note 31 Reported profit betore interest md taxation ts reconciled to reported

profit before taxation to the consolidated tncome statement
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Included in unallocated corporate assets and liabilities are corporate income tax deterred tax and net interest-bearing debt
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Notes to the consolidated financial statements

Depreciation Goodwill Share of Interests in

Share-based Capital and impairment results of associates and

payments additions amortisation2 write-downs associates joint ventures

Other inlormation

2012

Advertising and Media Investment Management 49.3 198.4 97.1 0.7 34.7 566.9

Consumer Insight 16.6 60.5 55.5 18.6 102.4

Public Relations Public Affairs 4.9 12.4 15.7 31.3 2.3 47.9

Branding Identity Healthcaie and Specialist

Communications 22.0 66.9 56.4 13.8 170.0

92.8 338.2 224.7 32.0 69.4 887.2

2011

Advertising and Media Investment_Management
44.5 112.7 94.2 36.4 549.9

Consumer Insight 12.7 63.1 49.8 16.3 10L3

Public Relations Public Affairs 3.9 15.4 15.8 3.2 42.6

Branding Identity Healthcare and Specialist

Communications 17.7 62.0 51.7 10.2 107.5

78.8 253.2 211.5 66.1 801.3

2010

Advertising and Media Investment_Management 36.8 95.6 94.2 0.3 26.2 487.3

Consumer Insight 13.7 58.9 49.8 15.1 122.6

Public Relations Public Affairs 3.3 12.9 14.1 2.0 4.1 58.7

Branding Identity Healthcare and Specialist

Communications 16.6 50.1 52.2 7.7 9.8 123.5

70.4 217.5 210.3 10.0 55.2 792.1

Notes

capital addsbons include purchases ot property plant and equipment and other intangible assets including copitalised computer soltware

Depreciation of property plant and equipment and amortisation at other intangible assets

Assets Liabilities

Unallocated Consolidated Unallocated Consolidated

Segment corporate total Segment corporate
total

assets assets assets liabilities liabilities liabilities

Balance sheet

2012

Advertising and Media Investment Management 12013.9 9152.7

Consumer Insight 3371.4 1004.0

Public Relations Public Affairs 1724.2 370.8

Branding Identity Healthcare and Specialist

Communications 5607.4 1364.5

22716.9 2160.7 24877.6 11892.0 5925.0 17817.0

2011

Advertising and Media Investment Management 12075.9 9331.8

Consumer Insight 3525.3 1058.2

Public Relations Public Affairs 1825.0

--

4114

Branding Identity Healthcare and Specialist

Communications 5147.6 1353.5

22573.8 2121.1 24694.9 12154.9 5645.7 17800.6

2010

Advertising and Media Investment Management 11795.7 9553.6

Consumer Insight 3691.2 1143.9

Public Relations Public Affairs 1699.6 388.4

Branding Identity Healthcare and Specialist

Communications 5031.4 1409.4

22217.9 2127.2 24345.1 12495.3 5201.9 17697.2

Note
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Contributions by geographical area were as follows

2012 2011 2010

Sm Sm
Revenue

North Americ 3546.5 3388.2 3299.8

UK 1275.2 1183.5 1087.6

Western

Continental Europe5 2439.2 2505.1 2325.3

Asia Pacific Latin

America Africa

Middle East and
Central Eastern

Europe 3112.2 2945.0 2618.3

10373.1 10021.8 9331.0

Margin Margin Margin

Headline PBfl2

North Americat 16.3% 578.6 15.5% 525.6 14.7% 484.6

UK 13.6% 173.3 14.0% 165.3 13.6% 147.9

Western

Continental Europe5 10.4% 252.9 11.3% 284.0 9.5% 221.6

Asia Pacific Latin

America Africa

Middle East and
Central Eastern

Europe 16.9% 526.2 15.4% 454.1 14.3% 374.6

14.8% 1531.0 14.3% 1429.0 13.2% 1228.7

Non-current assets3

North Americ 5131.9 4960.4

UK 1766.7 1728.1

Western

Continental Europe5 3590.3 3681.8

Asia Pacific Latin

America Africa

Middle East and
Central Eastern

Europe 2731.1 2765.0

13220.0 13135.3

Notes

Intersegment sales have not been separately disclosed as they are not material

2Headline PEFF is defined in note 31

3Non-current assets excluding financial instruments and deferred tax

4Narth America includes the US with revenue of 3309.4 million 2011 3149.9 million

2010 3097.9 million headline PBIT of 547.8 million 2011 490.2 mIllion 2010

448.7 million and non-current assets of 4534.4 million 2011 4396.5 million

tWestem Continental Europe includes Ireland with revenue of 36.6 million 2011

40.3 mIllion 2010 37.4 million headline PBIT of 0.7 million 2011 1.1 million

2010 2.0 million and non-current assets of 50.4 million 2011 52.4 million

32.0 10.0

19.6 32.8 37.5

71.4

4.1

93.4

Amortisation and impairment of acquired

intangible assets note 12 171.9 172.0 170.5

Amortisation of other intangible assets

note 12 33.7 25.7 25.4

Depreciation of property plant and
equipment 184.2 178.7 178.3

Losses/gains on sale of property plant

and equiprnent 0.7 0.9 0.7

Gains on disposal of investments 26.8 0.4 4.1

Gains on remeasurement of equity interest

on acquisition of controlling interest 5.3 31.6 13.7

Net foreign exchange losses 7.7 1.1 8.0

Operating lease rentals

Land and buildings 464.6 459.6 449.9

Sublease income 23.0 29.1 32.8

441.6 430.5 417.1

Plantandrnachinery 21.9 23.0 24.8

463.5 453.5 441.9

In 2012 operating profit includes credits totalling 19.8 million

2011 14.0 million 2010 16.5 million relating to the release of excess

provisions and other balances established in respect of acquisitions

completed prior to 2011 Further details of the Groups approach to

acquisition reserves as required by IFRS Business Combinations

are given in note 28

Investment write-downs of 19.6 million 2011 32.8 million relate to

certain non-core minority investments in the US and Continental Europe

where forecast financial performance and/or liquidity issues indicate

permanent decline in the recoverability of the Group investment

Restructuring costs of 93.4 million include 62.9 million of severance

costs arising from structural reassessment of certain of the Groups

operations primarily in Western Continental Europe and 30.5 million

of other costs primarily accelerated depredation of IT assets in the US

and Europe arising from an overhaul of its centralised IT infrastructure

All of the operafing costs of the Group are related to administrative expenses

Oerattna costs

Staff costs note

Establishment costs

2012 2011 2010

Sm

6106.1 5872.5 5438.7

690.6 674.1 659.2

1477.0 1499.7 1489.6

8273.7 8046.3 7587.5

Other operating costs net

Total operating costs

Operating costs include

Goodwifi impairment note 12

Investment write-downs

Gain on sale of freehold property

in New York

Cost of changes to corporate structure

Restructuring costs
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Other services pursuant to legislation 3.1 3.1

Fees payable to the auditors pursuant

to legislation 19.1 19.8 19.3

2.5 2.3

________________
Our people

2012 2011 2010 Our staff nu.mbers averaged 114490 for the year ended 31 December

Cm Lrn 2012 against 109971 in 2011 and 101.387 in 2010 including acquisitions

Their geographical distribution was as follows

2012 2011 2010

27782 27540 25546

11413 10761 9620

23322 22298 21154

UK _____ ______
14.6 15.3 14.8

Western Continental Europe ______
16.0 16.7 16.2

Asia Paabc America Amca
Europe 51973 49372 450673.1 Middle East and Central

114490 109971 101387

Future minimum annual amounts payable under all lease

commitments in existence at 31 December 2012 are as follows

Minimum Less
Staff cost to revenue ratio

rental sub-let Net Note

payments rentals IXflfITtnt Freelance and temporary staff costs are included in other stall costs

Cm Lm

Included above are charges of 7.9 million 2011 7.3 million 2010 7.7

363.6 7.0 356.6 million for share-based incentive plans in respect of key management

310.9 4.3 306.6
personnel who comprise the directors of the Group Further details of

compensation for key management personnel are disclosed on pages
277.9 3.3 274.6 121 to 143

227.4 1.7 225.7

179.8 0.7 179.1
FInance Income finance costs and revaluation of

financial Instruments
829.0 0.4 828.6 Finance income includes

2188.6 17.4 2171.2 2012 2011 2010

Cm Lm Cm

Share of results of associates Expected return on pension plan assets

Share of results of associates include note 23 _________
2012 2011 2010 Income from available for sale investments 1.2 0.6 9.3

Cm Cm Lrn
Interest income

Share of profit before interest and taxation 105.1 99.9 86.0
85.9 97.3 81.7

Shcsre of exceptional losses/gains 3.0 2.1 0.3

Share of interest and non-controlling

interests 1.6 2.5 2.7

Share of taxation 31.1 33.4 27.8

69.4 66.1 55.2

Auditors remuneration

Fees payable to the Companys
auditors for the audit of the Companys
annual accounts

The audit of the Companys subsidiaries

pursuant to legislation

1.4 1.4 1.4 North America

Tax advisory services

Tax compliance services

Corporate finance services

Other services

Total non-audit fees

2.7
Their operating sector distribution was as follows

1.0 1.1 1.2 2012 2011 2010

Total fees

Note

Other services include audits for eornout purposes
and services for

expathate employees

3.5 3.4 3.9 Advertising and Media Investment

0.5 0.5 0.2 Management

3.9 4.7 5.1
Consumer Insight __________

7.9 8.6 9.2
Public Relations Public Alfairs

27.0 28.4 28.5 Branding Identity Healthcare and

Specialist Communications

48662 47252 42424

28989 29204 28167

8437 7869 7364

Minimum committed annual rentals

Amounts payable in 2013 under leases wifi be as follows

Plant and machinery Land and buildings

2013 2012 2011 2013 2012 2011
Staff costs include

Lm Los Los Cm Lm

In respect of operating

leases which expire

within one year

within two to five

years ______
after five years

28402 25646 23432

114490 109971 101387

At the end of 2012 staff numbers were 115711 2011 113615 2010 104052

Including all employees of associated undertakings this flguxe was

approximately 165000 at 31 December 2012 2011 158000 2010 146000

_________________________ Wages and salaries
_________

4.1 5.5 4.8 34.8 27.4 32.7 Cash-based incentive plans

Share-based incentive plans nate22
13.0 13.2 14.8 166.1 190.7 163.4

02 0.5 02 1454 143.6 159.7
Pension costs note 23

17.3 19.2 i98 346.3 361.7 355.8 Severance

Other staff costs

2012 2011 2010

Cm Los

4289.7 4079.4 3696.8

198.1 259.4 271.9

92.8 78.8 70.4

524.7 499.3 450.1

148.7 135.4 120.6

50.8 53.9 74.3

801.3 766.3 754.6

6106.1 5872.5 5438.7

58.9% 58.6% 58.3%

Year ending 31 December

2013
______________

2014
________

2015
_______________

2016
______________

2017

Later years
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Finance costs include

2012 2011 2010

Cm Cm

Interest on pension plan liabilities note 23 41.3 43.8 45.9

Interest on other long-term employee
benefits 1.7 1.8 1.9

Interest payable and similar charges1 256.8 251.6 229.0

299.8 297.2 276.8

Revaluation of financial instruments2 include

2012 2011 2010

Cm

Movements in fair value of treasury

instruments 14.8 12.7 21.8

Revaluation of put options over

non-controlling interests 5.1 30.9 3.6

Revaluation of payments due to vendors

earnout agreements 15.2 6.4

4.7 50.0 18.2

Notes

Interest payable and similar charges are payable on bank overdiolts

bonds and bank loans held at arnortised cod

2Fthandat instruments are held at lair value through profit and loss

The majority of the Groups long-term debt is represented by $2581

million of US dollar bonds at an average interest rate of 5.49% 1850
million of Eurobonds at an average interest rate of 552% and 1050
million of sterling bonds including convertible bonds at an average

interest rate of 5.96%

Average borrowings under the Revolving Credit Facilities note 10

amounted to the equivalent of $186 million at an average interest

rate of 1.72% inclusive of margin

Average borrowings under the US Commercial Paper Program note 10
amounted to $239 million at an average interest rate of 0.50% inclusive

of margin

Taxation

The headline tax rate was 21.2% 2011 22.0% and is defined below
The tax rate on reported PBT was 18.1% 2011 9.1%

In 2011 the tax rate on reported PBT was significantly lower than the

headline tax rate primarily due to the resolution of historic tax liabilities

The release of prior year corporate tax provisions resulted from the

resolution of number of open matters Based on the size of this release

it was classified as an exceptional item and therefore excluded from

the calculation of headline earnings and headline tax rate

Cash taxes paid in the year were 257.0 million 2011 247.9 million

The cash tax rate on headline PBT was 19.5% 2011 20.2%

Corporation tax

Current year

Prior years

Exceptional release of prior year provisions

Tax credit relating to restructuring costs

Deferred tax

Current year
__________

Net credit in relation to the amortisation of

acquired intangible assets and other

goodwill items

Deferred tax on gain on sale of freehold

property in New York

Profit before taxation

Tax at the corporation tax rate of 25%1

Tax effect of share of results of associates

Tax effect of items that are not

deductible/taxable

Effect of different tax rates of subsidiaries

operating in other jurisdictions

Origination and reversal of temporary
differences not previously recognised

Tax losses not utilised in the year

Tax effect of utilization of tax losses

not previously recognised _______
Tax effect of recognition of tax losses

not previously recognised

Release of prior year provisions

in relation to acquired businesses

Other prior year adjustments

Exceptional release of prior year provisions

Tax charge

Effective tax rate on profit before tax

Headline tax rate

Note

Irish non-trading corporation tax rate

2012 2011 2010

Cm Cm Cm

335.5 310.3 276.2

41.7 47.7 1.0

106.1

15.7

278.1 156.5 275.2

14.4 4.5 21.4

86.0 72.4 37.5

20.0

80.4 67.9 58.9

0.5 3.3 26.0

80.9 64.6 84.9

197.2 91.9 190.3

2012 2011 2010

Cm Cm Cm

1091.9 1008.4 851.3

273.0 252.1 212.8

17.4 16.5 13.8

The tax charge is based on the profit for the year and comprises

Prior years

Tax charcie

The tax charge for the year can be reconciled to profit before taxation

in the consolidated income statement as follows

7.5 13.0 7.8

13 9.2 15.4

39.2 20.2 12.0

45.4 49.3 46.2

18.6 41.4

10.2 43.5

20.6 21.4 19.7

21.6 23.0 7.3

106.1

197.2 91.9 190.3

18.1% 9.1% 22.4%

21.2% 22.0% 22.0%
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The calculation of the headline tax rate is as follows Earnings per share

2012 20f1 2010

ni Basic EPS

Headline PBT 1317.1 1229.1 1033.6
The calculation of basic reported and headline EPS is as follows

Tax charge 197.2 91.9 190.3
2012 2011 2010

Deferred tax on gain on sate of freehold
Reported earnmgsm 8227 84015860

property in New York 20.0 Headline earnings lm nate 31 966.2 882.3 730.8

Tax credit relating to restructuring casts 15.7 Average shares used in basic EPS

Net credit in relation to the ortisatin
calculationm 12434 2427 12331

at acquired intangible assets and other Reported EPS 66.2p 67.óp 47.5p

goodwill items 860 724 375 Headline EPS 777p 71 Op 593p

Exceptional release of prior year provisions 106.1
Note

Headline tax charge 278.9 270.4 227.8 Peported earnings is equivolent to profit for the year attributable to equity holders

Headline tax rate 21.2% 22.0% 22.00/x otthepaient

Note Diluted EPS
Heodline PBT is defined in note 31 The calculation of diluted reported and headline EPS is as follows

2012 2011 2010

Ordinary dividends

Amounts recognised as distributions to equity holders in the year
Diluted reported earnings em 848.8 866.2 6l43

2012 2011 2010 2012 2011 2010
Diluted headline earnings sm 992.3 908.4 759.1

Per share Pence per share Average shares used in diluted EPS

2011 Second
calculation __ 1352.6 2342.2 L339.O

interim dividend 17.14p ll.82p lO.28p 212.8 147.3 126.6 Diluted reported EPS 62.8p 64.5p 45.9p

2012 First interim Diluted headline EPS 73.4p 67.7p 56.7p

dividend 8.80p 7.46p 5.97p 109.4 92.2 73.8

25.94p 19.28p 16.25p 322.2 239.5 200.4 Diluted EPS has been calculated based on the diluted reported and

diluted headline earnings amounts above On 19 May 2009 the Group

issued 450 million 5.75% convertible bonds due May 2014 For the year
2012 2011 2010 2012 2011 2010

ended 31 December 2012 these convertible bonds were dilutive and
Per ADP cents

per
share Sm $m $m

earnings were consequently increased by 26.1 million 2011 26.1

2011 Second million 2010 28.3 million for the purpose of the calculation of diluted

interim dividend 137.39 91.378 80.538 341.2 227.7 198.3
earnings In addition at 31 December 2012 options to purchase

2012 First interim 6.3 million ordinary shares 2011 4.0 million 2010 11.6 million

dividend 69.75C 59.808 46158 173.5 147.8 114.1 were outstanding but were excluded from the computation of diluted

207.148 151.178 126.688 514.7 375.5 312.4 earnings per share because the exercise prices of these options were

greater than the average market price of the Groups shares and
therefore their inclusion would have been accretive

The Company operated scrip dividend scheme in 2012 which enabled

share owners to receive new fully paid ordinary shares in the Company
reconciliation between the shares used in calculating basic

instead of cash dividends Included in the 322.3 million dividends and diluted EPS is as follows

recognised in 2012 are cash dividends of 306.6 million and scrip 2012 2011 2010
dividends of 15.6 million

Proposed final dividend for the year ended 31 December 2012 Average shares used in basic EPS

2012 2011 2010
calculation 1243.4 1242.7 1233.1

Per share Pence per share
Dilutive share options outstanding

2012 Final dividend2 19.71p 17.14p 1l.82p
Other potentially issuable shares 27.818.5221
450 million 5.75% convertible bands 76.5 76.5 76.5

2012 2011 2010 Shares used in diluted EPS calculation 1352.6 1342.2 1339.0

Per AD1 cents per ADR

2012 Final dividend2 156.228 137.394 91.378 At 31 December 2012 there were 1265407107 ordinary shares in issue

Note

These figures have been translated for convenience purposes only using the

approximate average rate for the year shown on page 180 Thss conversion should

not be construed nsa representation that the pound sterling amounts actually

represent or could be converted into US dollars at the rates indicated

Second mterim dividend in 2011 and 2010

The payment of dividends will nat have any tax consequences for

the Group
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10 Sources of finance

The following table summarises the equity and debt financing of the

Group and changes during the year

Shares Debt

2012 2011 2012 2011

Lm LIT

Analysis of changes in financing

Beginningof year 232.3 180.9 3893.0 3598.2

Ordinary shares issued 56.0 31.0
--

Share cancellations 0.7 0.7

Treasury share cancellations 0.6

Share issue costs paid 0.2

Scrip dividend 15.6 21.1
--

Net increase in drawings on
bank loans corporate bonds
and convertible bonds 380.5 301.4

Net amortisatlon of financing

costs included in net debt 6.8 7.6

Debt acquired 20.0 1LS

Other movements 18.2 2.7

Exchange adjustments 101.6 29.0

End of year 302.4 232.3 4180.5 3893.0

Note

The above table excludes bank overdrafts which fall within cash and cash

equivalents for the purposes of the consolidated cash flow statement

Shares

At 31 December 2012 the Companys share base was entirely composed
of ordinary equity share capital and share premium of 302.4 million

2011 232.3 million further details of which are disclosed in note 26

Debt

US$ bonds The Group has in issue $369 million of 5.875% bonds due
June 2014 $600 million of 8% bonds due September 2014 and $812

million of 4.75% bonds due November 2021 In September 2012 the

Group issued $500 million of 3.625% bonds due September 2022 and

$300 million of 5.125% bonds due September 2042

Eurobonds The Group has in issue 600 million of 4.375% bonds due

December 2013 500 million of 5.25% bonds due January 2015 and
750 million of 6.625% bonds due May 2016

Sterling bonds The Group has in issue 400 million of 6% bonds due

April 2017 and 200 million of 6.375% bonds due November 2020

Convertible bonds

The Group has in issue 450 million of 5.75% convertible bonds due May
2014 At the option of the holder the bonds are convertible into 76530612

WPP ordinary shares at an initial share pnce of 5.88 per share

The convertible bonds have nominal value of 450 million at 31

December 2012 In accordance with lAS 39 these bonds have been split

between liability component and an equity component by initially

valuing the liability component at fair value based on the present value

of future cash flows and then holding it at amortised cost This fair value

has been calculated assuming redemption in May 2014 and using

discount rate of 8.25% based on the estimated rate of interest that would

have applied to comparable bond issued at that time without the

convertible option The equity component represents the fair value on
initial recognition of the embedded option to convert the liability into

equity of the Group

The liabifity element is 435.0 million and the equity component is

44.5 million as at 31 December 2012

The Group estimates that the fair value of the liability component
of the convertible bonds at 31 December 2012 was approximately

453.8 million This fair value has been calculated by discounting

the future cash flows at the market rate

The following table is an analysis of future anticipated cash flows in

relation to the Groups debt on an undiscounted basis which therefore

differs from the fair value and carrying value

2012 2011

Las Lm

Within one year 721.4 240.8

Between one and two years 1244.8 722.2

Between two and three years 529.6 1259.3

Between three and four years 707.4 524.7

Between four and five years 465.1 787.1

Over five years 1610.3 1304.1

Debt financing under the Revolving Credit

Facility and in relation to unsecured loan notes 5278.6 4838.2

Short-term overdrafts within one year 586.0 518.4

Future anticipated cash flows 5864.6 5.356.6

Effect of discounting/financing rates 1098.1 945.2

Debt financing 4766.5 4411.4

Cash and short-term deposits 1945.3 1946.6

Net debt 2821.2 2.464.8

Revolving Credit Facilities The Group has five-year Revolving Credit

Facility of $1.05 billion and 375 million due November 2016 The Groups

borrowing under these facilities which are drawn down predominantly

in US dollars and pounds sterling averaged the equivalent of $186 million

in 2012 The Group had available undrawn committed credit facilities of

1021.5 million at December 20122011 972.3 million

Borrowings under the Revolving Credit Facilities are govemed by
certain financial covenants based an the results and financial position

of the Group

US Commercial Paper Program
The Group operates commercial paper program using the

Revolving Credit Facility as backstop The average commercial

paper outstanding during the year was $239.3 million There was

no US Commercial Paper outstanding at 31 December 2012

Analysis of fixed and floating rate debt by currency including the effect

of interest rate and cross-currency swaps

2012 Fixed Floating Period

Currency rate basis months

fixed 1913.0 5.53% n/a 92

-floating 444.0 n/a UBOP n/a

fixed 550.0 6.07% n/a 58

-floating 200.0 n/a LIBOR n/a

fixed 690.7 6.50% n/a 38

floating 344.2 n/a EU1IBOR n/a

-fixed 64.0 2.07% n/a 11

Other 25.4 n/a n/a n/a

4180.5

Note

Weighted overage These rates do not Include the effect of gains on Interest rate

swap terminations that are written to income over the tile of the original instrument

At 31 December 2012 the amount still to be written to income was 0.7 million

2011 1.2 million in respect of US dollar swap terminations to be written to Income

evenly until June 2014
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Net cash from operating activities

Profit for the year

Taxation

Pevaluation of financial instaiments

Finance costs

Finance income

Share of results of associates

Operating profit _______
Adjustments for

Non-cash share-based incentive

plans including share options _____
Depreciation of property plant

and ecp.iipment

Impairment of goodwifi _____
Amortisation and impairment of

acquired intangible assets

Amortisation of other intangible assets

Investment write-downs

Gains on disposal of investments

Gains on remeasuiement of equity interest

on acquisition of controlling interest
_____

Gain on sale of freehold property

in New York

Losses/gains on sale of property

plant and equipment

2012 2011

894.7 916.5

197.2 91.9

4.7 50.0

299.8 297.2

85.9 97.3

69.4 66.1

1241.1 1192.2

2011 Fixed Floating Period

Currency rate basis months

fixed 1494.1 6.00% n/a 63

floting 477.9 n/a LIBOR n/a

fixed 550.0 6.07% n/a 70

-floating 200.0 n/a LIBOR n/a

fixed 710.3 6.50% n/a 50

floating 354.0 n/a EURIBOR n/a

v-fixed 75.4 2.07% n/a 24

$C2 -floating 79.7 n/a UBOR n/a

Other 48.4 n/a n/a n/a

11 AnalysIs of cash flows

The following tables analyse the items included within the main cash

flow headings on page 182

3893.0

Notes

Weighted overage These rates do not include the effect of gains on interest rate

swap terminations that are written to income over the life of the original instrument

2Represents Canadian dollars

2010

661.0

190.3

18.2

276.8

81.7

55.2

973.0

70.4

184.9

10.0

170.5

25.4

37.5

4.1

13.7

92.8 78.8

191.0 185.8

32.0

171.9 172.0

33.7 25.7

19.6 32.8

26.8 0.4

5.3 31.6

71.4 _______

0.7 0.9

The following table is an analysts of future anticipated cash flows in

relation to the Groups financial derivatives which include interest rate

swaps cash flow hedges and other foreign exchange swaps

Financial liabilities Financial assets

Payable Receivable Payable Receivable

2012

Within one year 333.0 262.7 773.9 865.8

Between one and
two yecrrs 339.9 280.8 753.5 839.8

Between two and
three years 454.1 352.5 525.9 608.7

Between three and
four years 1.1 0.4 2.4 12.4

Between four and
fiveyears 26.1 25.4 226.7 237.4

Over five years

1154.2 921.8 2282.4 2564.1

Financial liabilities Financial assets

Payable Receivable Payable Receivable

2011

Within one year 60.5 52.3 167.5 214.3

Between one and
two years 328.1 233.3 771.7 869.8

Between two and
three years 356.5 284.9 785.1 867.6

Between three and
four years 478.5 353.2 537.4 633.9

Between four and
five years 1.1 0.6 4.2 37.4

Over five years 26.1 25.5 227.3 237.4

1250.8 949.8 2493.2 2860.4

0.7

Operating cash flow before movements

in working capital and provisions 1679.3 1654.4 1454.6

Increase/decrease in inventories

andworkinprogress 17.6 32.7 46.3

Increase in receivables 436.4 1.8 850.8

Increase/decrease in payables
short-term 105.3 618.5 1135.7

Increase in payables long-term 4.1 19.2 10.3

Decrease in provisions 43.6 52.5 23.4

Cash generated by operations 1291.1 1033.5 1680.1

Corporation and overseas tax paid 2570 247.9 207.4

Interest and similarCharges paid 228.3 241.4 219.7

Interest received 56.6 63.2 50.7

Investment income 1.2 0.6 4.2

Dividends from associates 44.7 57.2 53.3

Net cash inflow from operating activities 908.3 665.2 1361.2
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Acquisitions and disposals

2012 2011 2010

Initial cash consideration 462.0 352.3 138.6

Cash and cash equivalents acquired net 46.6 98.8 57.0

Ecimout payments 85.7 150.0 113.3

Loan note redemptions 1.0 0.8 5.1

Purchase of other investments

including associates 111.4 68.1 23.8

Proceeds on disposal of investments 47.0 2.6 23.7

Acquisitions and disposals 566.5 469.8 200J
Cash consideration for non-controlling

interests 20.1 62.6 15.1

Net cash outflow 586.6 532.4 215.2

2012 2011 2010

Cm

Proceeds from issue of $500 million bonds 312.1 319.5

Proceeds from issue of $300 million bonds 187.3

Repayment of debt acquired 20.0 18.1

Decrease/increase in drawings on
bank loans 79.7

Repayment of $30 million TNS

private placements 19.2

Net cash inilow 380.5 301.4

2012 2011 2010

Cm Cm

1721.4 1833.5 1877.1

223.9 113.1 88.1

586.0 518.4 255.4Overdrafts1

Cash and cash equivalents at

end of year 1359.3 1428.2 1709.8

Cm

Cost

January 2011 9678.8

Additions1 434.6

Revision of earnout estimates 25.9

Exchange adjustments 150.8

31 December 2011 9988.5

Additions1 360.8

Revision of earnout estimates 8.6

Exchange adjustments 315.8

31 December 2012 10042.1

Accumulated impairment losses and write-downs

January 2011 572.5

Exchange adjustments 14.8

31 December 2011 557.7

Impairment losses for the year 32.0

Exchange adjustments 4.8

31 December 2012 584.9

Net book value

31 December 2012 9457.2

31 December 2011 9430.8

January 2011 9106.3

Cash-generating units with significant goodwill as at 31 December 2012

and 2011 are

2012 2011

Cm

1964.4 2037.7

________
17640 1791.2

________
1096.9 1119.9

_____________________________
984.5 1025.5

480.4 489.8

3167.0 296o.7

9457.2 9430.8

12 Intangible assets

Goodwifi

The movements in 2012 and 2011 were as follows

Share repurchases and buy-backs

Purchase of own shares by ESOP Trusts

Share cancellations excluding
brokerage fees

Shares purchased into treasury

Net cash outflow

2012 2011 2010

On

78.8 106.5 46.4

55.1 45.9

0.6 29.8

134.5 182.2 46.4

Net Increase in borrowings

Cash and cash equivalents

Cash at bank and in hand

Short-term bank deposits

Note

19.8
Additions represent goodwill arising on the acquisition of subsidiary undertakings

including the effect of my revisions to liar value adjustments that had been

determined provisionally at the irrunediotely preceding balonce sheet date as

permitted by 1F115 Susiness combinations The effect of such reveions was not

19
material in either year presented Goodwill arising on the acquisition of associate

undertakings is shown within interests in associates and joint ventures in note 14

Note

sank overdriats are included in cash and cash equivalents because they term an

integral part of the Groups cash management

The Group considers that the carrying amount of cash and cash

equivalents approximates their fair value

GroupM
Kantar

Wunderman

YR Advertising

Burson-Marsteller

Other

Total goodwill

Other goodwill represents goodwill on large number of cash-

generating units none of which is individually significant in

comparison to the total carrying value of goodwill
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In accordance with the Group accounting policy the carrying

values ot goodwill and intarigthle assets with indefinite usetul lives

Brands are reviewed tor impairment annually or more frequently it events or

with an Acquired changes in circumstances indicate that the asset might be impaired

indofinito intan

usetul life gthles Other Total The carrying values ot brands with an indefinite usetul life are assessed

km km for impairment purposes by using the royalty and loyalty methods ot

Cost valuation both ot which utiire the net present value ot future cash flows

iJanuary2Ofl 1053.7_1332.5 229.92616.1
associatedwiththebrands

37.1 37L In years prior to 2012 the goodwill impairment review was initially

Disposals 11.7 11.7 undertaken as at 30 June and then updated as at 31 December which

New acquisiions 117.6 2.0 119.6
was the annual testing date For 2012 the annual testing date was

Other movements 21 22 changed to 30 September to better align the impairment testing

procedures with the financial plannmg process This change did not

Exchange adjustments 17.3 7.7 5.0 30.0 accelerate delay avoid or canse goodwill impairment charge The

31 December 2011 1036.4 1463.6 253.8 2753.8 review assessed whether the carrying vatue of goodwill was supported

Additions 398 398 by the net present value of future cash flows using pre-tax dircount

---_________________ _______---------------- rate of 9.5% 2011 9.5% and management forecasts for projechon
Disposals 19.0 19.0

ported of up to five years followed by an assumed annual long-term

New acquisitions 185.2 1.3 186.5 growth rate of 3.0% 2011 3.0% and no assumed improvement

Other movements 12.9 0.3 13.2
in operating margin Management have made the judgemeat that

Exchange adjustments @3.3 34.1 11.9 89.3
this long-lean growth rate does not exceed the long-term average

31 December 2012 993.1 1627.6 264.3 2885.0

Goodwill impairment charges of 32.0 million and nil were recorded

in the years ended 31 December 2012 and 2011 respectively The

550
impairment charge relates to certain anderperforming businesses in

the Group In certain markets the impact of local economic conditions

172.0 25.7 197.7 and trading circumstances on these businesses was sufficiently severe

11.3 11.3 to indicate impairment to the carrying value of goodwill

Our approach in determining the recoverable amount ublises

2.3 2.8 5.1 dircoanted cash flow methodology which necessarily involves making

10.2 8.2 18.4 numerous estimates and assumptions regarding revenue growth

881.6 176 0576
oporaimg margins appropriate dircoant rates and working capital

requirements These estimates will likely differ irom future actual resubs

of operations and cash flows and ir ir passthle that these differences

could be material In addition judgements are applied in determining

993.1746.0 88.3 827.4
the level of cash-generating unit identified for impairment testing

fl7/ 741 nfl
and the criteria used to determine which assets should be aggregated

difference in testing levels could atfect whether an impairment is

1053.7 781.7 69.1 1904.5 recorded and the extent of impairment loss Changes in our business

Note
activities or structure may also resub in changes to the level of testing

Oiher movements in acquired inionorbies inciude revisions to lou volue odjustmenis
in fuinre periods Further future events could canse the Group to

crrising on the acouisiiion ci subsidiary undertakings thoi hod been determined
conclude that impairment indicators exist and that the asset values

provisionally or the immedlaieiy preceding balance iheet dote as permitted by
associated with given operation have become anpaired Any

IFi15 susiness combinations resulting impairment loss could have materiat impact on the Groups

financial condition and results of operations

Historically our impairment losses have resulted from specific event

condition or circumstance in one of our companies such as the loss of

significant cbent As result changes in the assumptions used in our

impairment model have not had significant effect on the impairment

charges recognised and reasonably possthle change in assumptions

would not lead to significant impairment The carrying value of

goodwill and other intangible assets will continue to be reviewed at

least annually for impairment and adjusted to the recoverable amount

if required

Other intangible assets

The movements in 2012 and 2011 were as follows

Amortfsation and impairment

January 2011

Charge for the year

Disposals

Other movements

Exchange adjustments

31 December 2011

Charge for the year

Other movements

Exchange adjusiments

31 December 2012

2.6 _.9 Under IFRS an impairment charge is required for beth goodwill and
2.0 2.5 0.5

other indefinite-lived assets when the carrying amount exceeds the

722.2 171.7 893.9 recoverable amount defined as the higher of fair value less costs

171.9 33.7 205.6 tosellandvaluemuse

Net book value

31 December 2012

31 December 2011

January 2011

Brands wdh an indefinite life are carried at hirtorical cost in accordance

with the Groups accounting policy far intangthle assets The carrying

values of the separately identifiable brands are nat individually

significant in comparison with the total carrying value of brands

with an indefinite useful life

Acquired iatangthle assets at net beak value at 31 December 2012

include brand names of 408.8 million 2011 371.9 million customer-

related intangthles of 287.7 million 2011 294.1 million and other

assets including proprietary tools of 49.5 million 2011 75.4 million
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13 Property plant and equipment
The movements in 2012 and 2011 were as follows

Fixtures

Free- Lease- fittings Corn-

hold hold and puter

build- build- equip- equip-

Land tugs tugs ment menl Total

Cost

January 2011 124 73.4 672.7 376.0 581.1 1715.6

Additions 0.6 76.2 43.1 96.2 2161

New acquisitions 2.5 4.6 6.9 14.0

Disposals 0.9 33.2 41.0 57.8 132.9

Exchange
adjustments 4.3 13.0 14.2 31.5

31 December 2011 12.4 73.1 713.9 369.7 612.2 1781.3

Additions 29.7 71.2 79.6 34.6 83.3 298A

New acquisitions 2.3 1.8 4.4 8.5

Disposals 4.0 263 79.8 54.0 81.8 245.9

Exchange
adjustments 1.0 0.4 29.7 18.7 25.5 753
31 December 2012 37.1 117.6 686.3 333.4 592.6 1767.0

Depreciation

January 2011 28.0 311.7 228.3 439.2 1007.2

Charge for the

year 3.2 58.3 42.9 81.4 185.8

Disposals 0.3 24.9 37.7 55.0 117.9

Exchange
adjustments 1.4 2.0 7.9 10.8 22.1

31 December 2011 29.5 343.1 225.6 454.8 1053.0

Charge for the

year 3.2 62.3 40.6 84.9 191.0

Disposals 14.3 56.5 47.6 78.0 196.4

Exchange
adjustments 0.6 14.3 13.2 20.8 48.9

31 December 2012 17.8 334.6 205.4 440.9 998.7

Net book value

31 December 2012 37.1 99.8 351.7 128.0 151.7 768.3

31 December 2011 12.4 43.6 370.8 144.1 157.4 728.3

January 2011 12.4 45.4 361.0 147.7 141.9 708.4

At the end of the year capital commitments contracted but nat

provided for in respect of property plant and equipment were 47.0

million 2011 127.4 million The decrease is due to fewer significant

property development projects in North America

14 Interests in associates joint
ventuies and other investments

The movements in 2012 and 2011 were as follows

Gaadwffl

and other

Net intang

assets of ibles of Total

associates associates associates Other

and joint and joint and joint invest-

ventures ventures ventures ments

January 2011 372k 419.3 792.1 173.7

Additions 39.3 39.3 29.3

Goodwill arising on
acquisition of new
associates 3.4 3.4

Share of results of associate

undertakings note 661 66.1

Dividends and other

movements 67.3 18.3 49.0

Exchange adjustments 0.7 4.8 5.5

Reclassification to/from
subsidiaries 16.0 25.0 41.0 7.3

Revaluation of other

investments 11.3

Arnortisatian of other

intangible assets 2.1 2.1

Write-downs 2.0 2.0 30.8

31 December 2011 392.2 409.1 801.3 190.8

Additions 32.1 32.1 24.8

Goodwill arising on

acquisition of new
associates 54.5 54.5

Share of results of associate

undertakings note 69.4 69.4

Dividends and other

movements 49.3 15.8 33.5

Exchange adjustments 28.7 29.6 58.3 6.1

Disposals 9.6 9.6 14.4

Reclassification from

subsidiaries 35.2 2.9 38.1

Revaluation of other

investments 35
Amortisation of other

intangible assets 2.3 2.3

Write-downs 0.7 3.8 4.5 15.1

31 December 2012 440.6 446.6 887.2 176.5

The investments included above as other investments represent

investments in equity securities that present the Group with opportunity

for return through dividend income and trading gains They have no

fixed maturity or coupon rate The fair values of the listed securities are

based an quoted market prices Far unlisted securities where market

value is not available the Group has estimated relevant fair values

an the basis of publicly available information from outside sources

or on the basis of discounted cash flow models where appropriate

The carrying values of the Groups associates and joint ventures

are reviewed for impairment in accordance with the Gioups

accounting policies
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The Groupti principal associates and joint ventures at 31 December

2012 included

Country of

owned incorporation

Asatsu-DK Inc 24.3 Japan

Burrows Design and Manufacturing Pty
Limited 35.0 South Africa

CHIPartners Limited 49.9 UK

Chime Conimunications PLC 21.1 UK

CTR Market Research Co Ltd 46.0 China

CVSC Sofres Media Co Limited 40.0 China

GIIR Inc 28.8 Korea

Globant 20.3 Argentina

High Co SA 34.1 France

IBOPE Latinoamericana SA 41.8 Brazil

Scangroup Limited 31.8 Kenya

Singleton Dgilvy Mather Holdings

Ply Limited 33.3 Australia

STW Communications Gmup Limited 18.6 Australia

The Jupiter Drawing Room Proprietary

Limited 49.0 South Africa

WVI Marketing Communications Group
Limited 50.0 Russia

Note

Although the Group holds less thou 20% ot SOW communicotioos Group Limited it is

coosidered to be oo ossociote os the Group exercises sigodicoot irrttueoce by virtue

ot positioo oo the Boord ot Oisectors

The market value of the Groups shares in its principal listed associate

undertakings at 31 December 2012 was as follows Asatsu-DK Inc

150.7 million Chime Communications PLC 40.0 million High Co SA
15.2 million GIIR mc 18.3 million Scangroup Limited 40.6 million

and STW Communications Gmup Limited 53.2 million 2011 Asatsu-DK

lirc 175.0 million Chime Communications PLC 20.8 million High Co
SA 16.9 million GllR Inc 22.9 million Scangroup Limited 19.2

million and STW Communications Group Limited 41.7 million

The carrying value including goodwill and other intangthles

of these equity interests in the Gmups consolidated balance sheet

at 31 December 2012 was as follows Asatsu-DK Inc 197.0 million

Chime Communications PLC 36.8 million High Co SA 32.4 million

GIIR Inc 26.7 million Scangroup Limited 21.0 million and STW
Communications Group Limited 67.8 million 2011 Asatsu-DK Inc

229.4 million Chime Communications PLC 29.4 million High Co SA
32.4 million GIIR tuc 24.0 million Scangroup Limited 20.4 million

and STW Commumcations Group Limited 68.3 million

Where the market value of the Groups listed associates is less than

the carrying value an impairmeat review is performed utilising

the discounted cash flow methodology discussed in note 12

The Groups invesiments in its principal associate undertakings are

represented by ordinary shares

Summarised financial information

The following tables present summary of the aggregate financial

performance and net asset position of the Groups associate

undertakings and joint ventures These have been estimated and

converted where appropriate to an IFRS presentation based on

information provided by the relevant companies at 31 December 2012

2012 2011 2010

Income statement

Revenue

Operating profit

Profit before taxation

Profit for the year

2268.0 2127.2 2142.3

262.1 293.7 229.9

262.8 316.5 245.1

176.5 190.5 179.1

2012 2011

Balance sheet

Assets 4956.5 4388.2

Liabilities 2424.0 2191.8

Net assets 2532.5 2196.4

The application of equity accounting is ordinarily discontinued when
the invesiment is reduced to zero and additional losses are not provided

for unless the investor has guaranteed obligations of the investee or is

otherwise committed to provide further financial support for the investee

At the end of the year capital commiiments contracted but nat

provided for in respect of interests in associates and other invesiments

were 18.8 million 2011 40.0 million

15 Deferred tax

The Groups defeaed tax assets and liabilities are measured at the end

of each period in accordance with LAS 12 The recognition of defeaed tax

assets is determined by reference to the Groups estimate of recoverability

using models where appropriate to forecast future taxable profits

Deferred tax assets have only been recognised for territories where the

Group considers that it is probable there would be sufficient taxable

profits for the future deductions to be utilised

Based on available evidence beth positive and negative we determine

whether it is probable that all or portion of the deferred tax assets will

be realised The matn factors that we consider include

the future earnings potential determined through the use of

intemal forecasts

the cumulative losses in recent years

the various jurisdictions in which the potential deferred tax assets arise

the history of losses carried forward and other tax assets expising

the timing of future reversal of taxable temporary dilferences

the expisy period associated with the defeaed tax assets and
the nature of the income that can be used to realise the defeaed

tax asset

If it is probable that some portion of these assets will not be realised

then no asset is recognised in relation to that portion

If market conditinns improve and future results of operations exceed

our current expectations our existing recognised deferred tax assets

may be adjusted resulting in future tax benefits Altematively ti market

conditions deteriorate further or future results of operations are less than

expected future assessments may result in determination that some

or all of the defeaed tax assets are not realisable As result all or

portion of the deferred tax assets may need to be reversed
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Certain deferred tax assets and liabilities have been offset as they relate

to the same tax group The following is the analysis of the deferred tax

balances for financial reporting purposes

As

Gross Ofiset reported

2012

Deferredtaxassets 221.2 130.0 91.2

Deferred tax liabilities 810.3 130.0 680.3

589.1 589.1

2011

Deferred tax assets 151.4 65.4 86.0

Deferred tax liabilities 806.8 65.4 741.4

655.4 655.4

The following are the major gross deferred tax assets recognised by the

Group and movements thereon in 2012 and 2011

Share- Other

fletirement Properly based short-term

Tax benefit plant pay- temporary

losses obligations equipment ments differences Total

January 2011 6.3 13.1 2.0 49.6 66.6 137.6

Acquisition of

subsidiaries 0.7 0.7

Credit/charge
toiricome 24.4 0.8 2.8 3.8 26.2

Credit/charge
to other

comprehensive
income 0.5 0.3 0.2

Charge to equity 11.8 11.8

Exchange
adjustments 0.2 0.1 0.1 0.3 1.2 1.5

31 December 2011 31.6
--

13.5 2.7 34.7 151.4

Credit/charge
to income 5.7 3.0 41.2 0.2 59.6

Credit to other

comprehensive
income 7.7 77

Credittoequity 13.3 13.3

Transfer to

corporation tax 3.9 3.9

Exchange
adjustments 1.7 0.5 0.2 2.0 10.3 14.7

31 December 2012 35.6 23.7 43.7 55.9 62.3 221.2

Other short-term temporary differences comprise number of items

none of which is individually significant to the Groups consolidated

balance sheet At 31 December 2012 the balance related to temporary

differences in relation to accounting provisions tax credits and tax

deductible goodwill

In addition the Group has recognised the following gross deferred tax

liabilities and movements thereon in 2012 and 2011

Other

Brands Property short-term

and other Asseciote plant temporary

intangibles earnings Goodwill equipment difterences Total

January
2011 688.1 21.2 92.4 0.1 7.4 809.2

Acquisition of

subsidiaries 44.9 44.9

Credit/
charge to

income 60.8 1.3 17.7 3.4 38.4

Exchange
adjustments 9.7 0.4 0.4 8.9

31 December
2011 662.5 22.9 110.5 0.1 10.8 806.8

Acquisition of

--

subsidiaries 59.4 1.9 61.3

Credit/

charge
to income 71.8 1.5 21.1 30.2 2.2 21.2

Exchange
adjustments 25.4 3.4 5.9 1.9 36.6

31 December
2012 624.7 21.0 125.7 30.3 8.6 810.3

At the balance sheet date the Group has gross tax losses and other

temporary differences of 4730.9 million 2011 4996.0 million

available for oil set against future profits Deferred tax assets have been

recognised in respect of the tax benefit of 687.9 million 2011 439.0

million of such tax losses and other temporary differences No deferred

tax asset has been recognised in respect of the remaining 4043.0
million 2011 4557.0 million of losses and other temporary differences

as the Group considers that there will not be enough taxable profits

in the entities concerned such that any additional asset could be

considered recoverable Included in the total unrecognised temporary

differences are losses of 398.7 million that will expire by 2022
16.9 million that will expire by 2027 58.9 million that will expire

by 2029 4.5 million that will expire by 2032 and 2830.3 million

of losses that may be carried forward indefinitely

At the balance sheet date the aggregate amount of the temporary

differences in relation to the investment in subsidiaries for which deferred

tax liabilities have not been recognised was 1846.3 million No liability

has been recognised in respect of these differences because the Group

is in position to control the timing of the reversal of the temporary

differences and the Group considers that it is probable that such

differences will not reverse in the foreseeable future

16 Inventory and work in progless

The following are included in the net book value of inventory and work

in progress

Work in progress

Inventory

348.2

2011

327.0

6.9

3339

2012

Lin

343.3
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17 Trade and other receivables

The following are included in trade and other receivables

Amounts falling due within one year Balance at beginning of year

2012 2011
New acquisitions

_________
0.7 4.0

Trade receivables net of bad debt provision 6204.2 6305.1
Charged to operating costs 18131.1

VAT and sales taxes recoverable 756 762 Ehangeadjustments 41 19

Prepayrnents and accrued income 2232.2
Utiisations and other movements 35.1 22J

495.0
Balance at end of year 105.3 125.7

9007.0 8919.7
The allowance for bad and doubtful debts is equivalent to 1.7%

2011 2.0% of gross trade accounts receivable

The ageing of trade receivables and other financial assets is as follows

Canying The Group considers that the carrying amount of trade and other

amount Neither receivables approximates their fair value

at 31 past 181 Greater

Dearmber due nor 0-30 31-90 91-180 days- than 18 Trade and other pcryables amounts falling due within one year

2012

2012 mpcsied days days days year year The following are included in trade and other payables falling due

within one year
Trade

receivables 6204.2 3942.5 1447.2 659.2 140i 9.5 57
2012 2011

financial
Trade payables ____________

7227.5 7292.7

assets 467.4 311.3 77.0 35.7 7.4 10.1 25.9 Other taxation and social security 433.6 420.5

6671.6 4253.8 1524.2 694.9 147.5 19.6 31.6 Payments due to vendors earnout agreements 33.4 96.8

Liabilities in respect of put option agreements

Ccsn
with vendors

_____________ ______
64.3 79.2

amount Neither
Deferred income

______
880.2 1002.3

at3l past 181 Greater Fair value of derivatives 31.6 0.5

Decemlwr duenor 0-30 31-90 91-180 days- than

2011 impaired days days days year year
Share purchases close period commitments

2011 Other creditors and accruals 2219.0 2273.5

Trade 10907.8 11165.5

receivables 6305.1 3887.3 1624.5 648.8 119.5 6.2 18.8

Other

financial

assets

The Group considers that the carrying amount of trade and other

489.8 330.2 51.8 42.4 8.7 22.2
payablesapproximatestheirfairvalue

6794.9 4217.5 1676.3 691.2 128.2 28.4 53.3 19 Tradeandotherpayables amountsfallingdueaftermore
than one year
The following are included in trade and other payables falling due

after more than one year

Other debtors

Fair value of derivatives

245.1 309.1

2012 2011

Payments due to vendors earnout agreements 160.6 137.3

2012 2011 Liabilities in respect of put option agreements
rn with vendors

________________
80.0 89.1

29.5 36.6 Fair value of derivatives 79.7 139.9

73.9 87.6 Other creditors and accruals 191.7 1868

141.7 184.9 512.0 553.1

The Group considers that the carrying amount of trade and other

payables approximates their fair value

Movements on bad debt provisions were as follows

2012 2011

125.7 114.6

Other financial assets are included in other debtors

Past due amounts are not impaired where collection is considered likely

Amounts falling due after more than one year

Prepayments and accrued income

Note

Comparative Sgmes have been restated to be consistent with current

yeas presentation
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The following tables set out payments due to vendors comprising

deferred consideration and the directors best estimates of future

earnout-related obligations

As of 31 December 2012 the potential undiscounted amount of future

payments that could be required under the earnout agreements for

acquisitions completed in the current year and for all earnout

agreements range from nil to 322 minion 2011 nil to 256 million

and nil to 819 million 2011 Loll to 931 million respectively The

decrease in the maximum potential undiscounted amount of future

payments for all earnout agreements is due to earnout arrangements

that have completed and payments made on active arrangements

partially offset by earnout arrangements related to new acquisitions

during the year

20 Bank overdrafts bonds and bank loans

Amounts fauna due within one year

Bank overdrafts 586.0 5184

Corporate bonds and bank loans 499.9

1085.9 518.4

The Group considers that the carrying amount of bank overdrafts

approximates their fair value

Amounts falling due after more than year
2012 2011

Cm

Corporate bonds and bank loans 3680.6 3893.0

The corporate bonds convertible bonds bank loans and overdrafts

included within liabilities fall due for repayment as follows

2012 2011

Cm

Within one year 1085.9 518.4

Between one and two years 1071.2 540.9

Between two and three years 408.4 1078.9

Between three and four years 607.8 438.9

Between four and five years 433.0 698.0

Over five years 1160.2 1136.3

4766.5 4411.4

21 Provisions for liabilities and charges
The movements in 2012 and 2011 were as follows

Property Other Total

Cm Cm

January 2011 58.4 103.2 161.6

Charged to the income statement 11.8 16.5 28.3

New acquisitions 4.3 15.5 19.8

Utilised 10.5 13.3 23.8

Released to the income statement 6.3 6.2 12.5

Transfers 9.6 8.7 18.3

Exchange adjustments 0.2 1.3 1.1

31 December 2011 48.3 105.7 154.0

Charged to the income statement 8.9 14.8 23.7

New acqi.lisitions 0.7 11.4 12.1

Utilised 8.0 18.8 26.8

Released to the income statement 6.8 5.4 122
Transfers 0.7 7.7 8.4

Exchange adjustments 1.1 4.7 5.8

31 December 2012 41.3 95.3 136.6

The Company and various of its subsidiaries are from time to time

parties to legal proceedings and claims which arise in the ordinary

course of business The directors do not anticipate that the outcome
of these proceedings and claims will have material adverse effect

on the Groups financial position or on the results of its operations

22 Share-based payments
Charges for share-based incentive plans were as follows

2012 2011 2010

Cm Cm

Share-based payments 92.8 78.8 70.4

Share-based payments comprise charges for stock options and restricted

stock awards to employees of the Group

As of 31 December 2012 there was 167.0 million 2011 149.1 million

of total unrecognised compensation cost related to the Groups restricted

stock plans That cost is expected to be recognised over period of one

to two years

Further information on stock options is provided in note 26

2012 2011

Cm

Within one year 33.4 96.8

Between one and two years 35.7 31.6

Between two and three years 28.7 25.2

Between three and four years 30.4 18.6

Between four and five years 63.8 28.9

Over five years 2.0 33.0

194.0 234.1

2012 2011

Cm

Atthebeginningoftheyear 234.1 275.3

Earnouts paid note 11 85.7 150.0

New acquisitions 61.5 80.4

Revision of estimates taken to goodwill note 12 8.6 25.9

Revaluation of payments due to vendors note 15.2 64

Exchange adjustments 9.3 3.9

At the end of the year 194.0 234.1

Provisions comprise liabilities where there is uncertainty about the

timing of settlement but where reliable estimate can be made of the

2012 2011 amount These include provisions for vacant space sub-let losses and
Cm other property-related liabilities Also included are other provisions such

as certain long-term employee benefits and legal claims where the

likelihood of settlement is considered probable

The Group estimates that the fair value of convertible and corporate

bonds is 4759.7 million at 31 December 2012 2011 4232.6 million

The Group considers that the carrying amount of bank loans

approximates their fair value
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Restricted stock plans

The Group operates number of equity-settled share inceotive schemes

in most cases satisfied by the delivery of stock from one of the Groups

ESOP Trusts The most significant current schemes are as follows

Renewed Leadership Equity Acquisition Plan Renewed LEAP
and Leadership Equity Acquisition Plan III LEAP III

Under Renewed LEAP and LEAP the most senior execuhves of the

Group including certain executive directors commit WPP shares

investment shares in order to have the opportunity to earn additional

WPP shares matchmg shares The number of matching shares which

participant can receive at the end of the fixed performance period

of five years is dependent on the performance based on the Total

Share Owner Return TSR of the Company over thin period against

comparator group of other listed communications services companies
The maximum possible number of matching shares for each of the 2012

2011 2010 2009 and 2008 grants is five shares for each investment share

The 2008 Renewed LEAP plan vested in March 2013 at match of 4.29

shares for each investment share

Performance Share Awards PSA
Granis of stock under PSA are dependent upon annual performance

targets typically based on one or more of operating profit profit before

taxation and operatmg margin Grants are made in the year following

the year of performance measurement and vest two years after grant

date provided the individual concerned is continually employed by
the Group throughout this time

Leaders Partners and High Potential Group
Stock option grants under the executive stock option plan were not

significant in 2012 201 or 2010 as the Group made grants of restricted

stock 00 be satisfied by stock from one of the Groups ESOP Trusts

to participanfs instead Performance conditions include continued

employment over the three-year vesting period

Valuation methodology
For all of these schemes the valuation methodology is based upen fair

vahie on grant date which is determmed by the market price on thin

date or the application of Black-Scholes model depending upen the

characteristics of the scheme concerned The assumptions underlying

the Black-Scholes model are detailed in note 26 including details of

assumed dividend yields Market price on any given day is obtained

from external publicly available sources

Market/non-market conditions

Most share-based plans are subject to nan-market performance

conditions such as margin or growth targets as well as continued

employment The Renewed LEAP and LEAP III schemes are subject

to number of performance conditions including TSR market-

based condition

For schemes without market-based performance conditions the valuation

methodology above is applied and at each year end the relevant

accmal far each grant is revised it appropriate to fake account of any

changes in estimate of the likely number of shares expected to vest

Far schemes with market-based performance conditions the probability

of satisfying these conditions is assessed at grant dine through statistical

model such as the Monte Carlo Model and applied to the fair value

This initial valuation remains fixed throughout the lde of the relevant plan

irrespective of the actual outcome in terms of performance Where lapse

occurs due to cessation of employment the cumulative charge taken

to date reversed

Movement an ordinary shares granted far significant resinctod stock plans

Non- Non-

vested vested 31

January aecernber

2012 Granted Lapsed vested 2012

nunrber number nurntier nuniber number

Renewed LEAP/
LEAP III 4.5 1.8 0.1 1.6 4.6

Perfarmance
Share Awards
PSA 4.9 3.9 0.4 1.4 7.0

Leaders Partners

and High
Potential Graup 10.9 3.4 0.8 3.7 9.8

Weighted average fair value

pence per share

Renewed LEAP/
LEAP ITO 633p 745p 375p 633p 683p

Performance
Share Awards
PSA

--

757p 824p 792p 705p 802p

Leaders Partners

and High
Potential Group 657p 781p o7lp 546p 740p

Note

The number of stimes granted represents the investment shares committed by

partidpants of grant date for the 2rl2 LEAP Ill plan in adctrtien to the matched shares

awarded en ved date hr the 2007 eenewed LEAP plan which vested in March 2e12

The adual number of shares that ved hr each eenewed LEAP/LEAP III plan is

dependent on the extent to which the relevant pedormarce cnteho are satissed

The total fair value of shares vested for all the Groups resbictod stock

plans during the year ended 31 Oocember 2012 was 47.5 million

2011 76.5 million 2010 61.8 million

23 Provision for post-employment benefits

Companies within the Gmup operate large number of pension plans

the forms and beneflis of which vary with conditions and practices in the

caunines concerned The Groups pension cosis are analysed as follows

2012 2011 2010

Em

Defined cantributian plans 124.9 114.7 101.5

Definod benefit plans charge to

operating profit 23.8 20.7 19J

Pension casts nate 148.7 135.4 120.6

Expected return an pension plan assets

nate 30.0 32.6 30.6

Interest an pension plan liabilities nate 41.3 43.8 459

160.0 146.6 135.9

Defined benefit plans

The pension costs are assessed in accordance with the advice of local

independent qualified actuaries The latest full actuarial vahiat ions far

the various pension plans were carried out at various dates in the last

three years These valuations have been updated by the local actuaries

to 31 December 2012

The Groups peticy is to close existing defined benefit plans to new

members This has been implemented across significant number

of the pension plans
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Contributions to funded plans are determined in line with local

conditions and practices Contributions in respect of unfunded plans

are paid as they fall due The total contributions for funded plans and
benefit payments for unfunded plans paid for 2012 amounted to 56.5

million 2011 66.8 million 2010 53.3 million Employer contributions

and benefit payments in 2013 are expected to be in the range of 50
million to 70 million depending on the performance of the assets

Assumptions
The main weighted overage assumptions used for the actuarial

valuations at 31 December are shown in the following table

2012 2011 2010 2009

%pa %po %pa %pa
UK

Discount rate 4.2 4.7 5.4 5.7

Rate of increase in salaries 2.9 3.0 3.4 3.5

Rateofincreaseinpensionsinpayrnent 3.9 4.0 4.0 4.2

Inflation 2.4 2.5 3.2 3.5

Expected rate of return on equities

Expected rate of return on bonds

Expected rate of return on insured

annuities

Weighted average return on assets

Asi Pacific Latin America Africa

Middle East and Central Eastern Europe

Discount rate

Rate of increase in salaries

Inflation 4.7 4.8 5J 49

Expected rate of return on equities 8.7 n/a 10.0 10.1

Expectedrateofreturnonbonds 4.4 7.3 8.0 8.2

Expectedrateofretumoncashcsndother 5.6 5.4 1.0 1.1

Weighted average return on assets 5.3 5.8 3.4 3.6

There area number of areas in pension accounting that involve

fudgements made by management based on advice of qualified advisors

These include establishing the long-tean expected rates of investment

retum on pension assets mortality assumptions discount rates inflation

rate of increase in pensions in payment and salary increases

Par the Groups pension plans the plans assets are invested

wtih the objective of being able to meet current and future benefit

payment needs while controlling balance sheet volatility and future

contributions Pension plan assets are invested with number of

investment managers and assets are diversified among equities bends
insured annuities property and cash or other liquid investments The

primary use at bends as an investment class is to match the anticipated

cash flows from the plans to pay pensions Various insurance pelicies

have also been beught historically to provide mare exact match tar

the cash flows including match far the actual mortality of specific

plan members These insurance pelicies effectivaly provide protection

against beth investment fluctuations and longevity risks The strategic

target allocation varies among the individual plans

Management considers the types of investment classes in which the

pension plan assets are invested and the expected compeund return

that can reasonably be expected for the pertiolia to earn over time

which reflects forward-looking economic assumptions Management
reviews the expected lang-term rates of return on an annual basis

and revises them as appropriate

Management periodically commissions detailed asset and liability

studies performed by third-party professional investment advisers and
actuaries that generate probability-adjusted expected future returns

on those assets These studies also prefect the estimated future pension

payments and evaluate the efficiency of the allocation of the pension

plan assets into various investment categories The studies performed

at the time these assumptions were set suppert the reasonableness of

the return assumptions based an the target allocation of investment

classes and the then-current market condtiions

At 31 December 2012 the lile expectancies underlying the value of the

accrued liabilities for the main defined benefit pension plans operated

by the Group were as follows

Westem
Conti

years life expectancy All North nental

atter age 65 plans America UK Europe Other

current pensioners

at age 65r29 21.9 20.4 24.4 20.5 19.3

current pensioners

at age 65
female 23.g 22.6 25.6 23.6 24.7

future pensioners

current age 45
male 24.1 22.5 26.5 23.0 19.3

future pensioners

current age 45
female 26.0 24.5 279 25.6 24.7

The life expectancies after age 65 at 31 December 2011 were 20.9 years

and 22.8 years for male and female current pensioners at age 65
respectively and 22.4 years and 24.0 years for male and female future

pensioners current age 45 respectively

In the determination of mortality assumptions management uses the

most up-to-date mortaltiy tables available in each country

7.5 75 7.5 75

3.6 3.6 4.5 4.8

4.2 4.7 5.4 5.7

n/a 69 69 69Expected rate of return on property

Expected rate of return on cash and
other 4.3 39 4.0

Weighted average return on assets 4.3 4.6 5.4 5.6

North America

Discount rate 3.5 4.4 5.1 5.7

Rate of increase in salaries 3.0 3.0 3.0 3.0

Inflation 2.5 2.5 2.5 2.5

Expected rate of return on equities 7.9 7.9 7.9 7.9

Expectedrateofreturnonbonds 3.6 4.1 4.3 4.7

Expected rate of return on cash and
other 3.6 3.9 6.4 6.6

Weighted average raturn on assets 5.3 5.9 6.4 6.5

Western Continental Europe

Discount rat 3.6 4.8 5.3 5.5

Rate of increaseinsalaries 2.4 2.7 2.7 2.7

Rate of increaseinpensiansinpayment 2.0 2.0 2.0 2.0

Inflation 2.0 2.0 2.0 2.1

Expected rate of return on equities 7.1 7.1 7.1 7.8

Expectedrateofretumonbond 2.7 3.8 4.4 4.1

Expectedrateofreturnonproperty 5.4 6.1 6.1 6.5

Expected rate al return on cash and

other 4.0 4.3 4.6 4.6

_____________________________
4.3 4.7 5.0 5.1

4.1 4.8 4.0 4.2

6.1 5.7 4.4 4.2

Note

1lncludes Asia Pacific Latin America Atrica Middle sari and ceniral

sasiem surape

Note

The assumpeans used tar the discount rules me bused on high-quality corporate

band yields whereas the assumptiam used or the expected rate al return an bands

re5ect the yield expected on actuol bands held
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For 0.25% increase or decrease in the discount rate at 31 Decerrsber

2012 the ettect on the year-end 2012 plan liabilities would he

decrease or increase respectively ot approximately 34 million

Assets and liabilities

At 31 December the tair vatue ot the assets in the pension plans

and the assessed present value ot the liabilities in the pension plans

are shown in the following table

2012 2011 2010

Equities 145.0 20.4 168.7 25.8 188.2 29.8

Bonds 282.3 39.8 271.4 41.5 245.7 389

Insured annuities 74.5 10.5 67.6 10.4 66.3 10.5

Property 0.8 0.1 9.4 1.4 9.6 1.5

Cash and other 207.2 29.2 136.6 20.9 121.5 19.3

Total lair value

of assets 709.8_100.0
653.7 100.0 631.3 100.0

Present value of

liabilities 1044.1 934.5 871.2

Deficit in the plans 334.3 280.8 239.9

Irrecoverable surplus 1.0 1.1 0.9

Dnrecognised past

service cost 0.3 0.4 0.7

Net liability 335.6 282.3 241.5

Plans in surplus 1.5 5.6 2.8

Plans in deficd 337.1 287.9 244.3

Note

The reluted delerred tax asset is discussed in note 15

The total fair value of assets present value of pension plan liabilfiies

and deficit in the plans were 588.1 million 836.1 million and

248.0 million in 2009 and 550.4 million 819.1 million and

268.7 million in 2008 respedively

2012 2011 2010

Deticit in plans by region

UK 9.4 1.6 3.5

North America 193.8 172.5 144.4

Western Continental Europe 100.0 84.5 759
Asia Pacific Latin America Africa

Middle East and Central Eastern Europe 31.1 22.2 16.1

Deficit in the plans 334.3 280.8 239.9

Some of the Groups defined benefit plans are unfunded or largely

unfunded bycammon custom and practice in certain jurisdictions

In the case of these unfunded plans the benefit payments are made

as and when they fall due Pre-tunding of these plans would not be

typical business practice

The following table shows the spld of the deficit at 31 December 2012

2011 and 2010 between funded and unfunded pension plans

2012 2011 2010

Present Present Present

2012 volueof 2011 valueot 2010 valueot

Deficit liabilities Deficil liabihies Deficit liabilities

Funded plans

by region

UK 9.4 366.6 1.6 327.8 3.5 305.5

North America 115.6__375.0 93.1 340.2 66.8 306.5

Western
Continental

Europe 45.5 129.1 36.4 108.0 29.7 103.8

Asia Pacific

Latin America
Africa Middle
East and Central

Eastern Europe 5.1 14.7 2.3 11.1 5.6 21.1

Deficit/liabilities

in the funded

plans 175.6 885.4 133.4 787.1 105.6 736.9

Unfunded plans

by region

UK

North America 78.2 78.2 79.4 79.4 77.6 77.6

Western

Conbnental

Europe 54.5 54.5 48.1 48.1 46.2 46.2

Asia Pacific

Latin America
Africa Middle
East and Central

Eastern Europe 26.0 26.0 199 199 10.5 10.5

Deficit/liabilities

in the unfunded

plans 158.7 158.7 147.4 147.4 134.3 134.3

Deficit/liabilities

in the plans 334.3 1044.1 280.8 934.5 239.9 871.2

In accordance with lAS 19 plans that are wholly or partially funded are

considered funded plans
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Cc Pension expense
The following table shows the breakdown of the pension expense

between amounts charged to operating profit amounts charged to

finance income and finance costs and amounts recognised in the

consolidated statement of comprehensive income OCI
2012 2011 2010 Fair value of plan assets at beginning

of year

Current service cost 23.8 23.7 23.3 Expected return on plan assets

Past service income 0.2 2.8 0.6 Actuarial gain/loss on plan assets

Gain on settlements and curtailments 0.2 0.2 3.6 ioyer contributions

Charge to operating profit 23.8 20.7 19J Benefits
paid___________

Expected return on pension plan assets 30.0 32.6 30.6 Loss/gain due to exchange
Interest on pension plan liabilities 41.3 43.8 45.9 rate movements

Charge to profit before taxation for Settlements

defined benefit plans 35.1 31.9 34.4 Other

Movement in plan assets

The following table shows an analysis of the movement in the pension

plan assets for each accounting period

2012 2011 2010

______

__________ _____________
653.7 631.3 588.1

_____________________
30.0 32.6 30.6

_____________________________
40.1 5.7 31.9

56.5 66.8 53.3

______ ___________ _______ 56.9 59.5 57.2

___________________________ 13.9 1.3 59

1.9 13.5 22.8

2.2 3.0 1.5

Fair value of plan assets at end of year 709.8 653.7 631.3

40.1 5.7 319
Actual return on plan assets 70.1 26.9 62.5

Note

9\
Other includes disposals acquisitions plan participants contributions and

reclassifications The reclassifications represent certain of the Groups detined benefit

plans which are included in this note tar the first time in the periods presented
122.5 62.2 37.9

0.1 0.2 2.2 History of experience gains and losses

83.9 72.0 0.4

As at 31 December 2012 the cumulative amount of net actuarial

losses recognised in equity since January 2001 was 336.6 million

2011 252.7 million 2010 180.7 million Of this amount net loss

of 235.5 million was recognised since the January 2004 adoption

of lAS 19

Cd Movement In plan liabilities

The following table shows an analysis of the movement ln the pension

plan liabilities for each accounting period

Settlements and curtailments

Other 4.3 4.9 5.3

Plan liabilities at end of year 1044.1 934.5 871.2

2012 2011 2010

Amount 40.1 5.7 31.9

Percentage of plan assets 5.6% 0.9% 5.1%

Experience loss/gain arising on the

plan liabilities

Amount 1.6 3.9 3.4

2012 2011 2010 Percentage of the present value of the

plan liabilities

934.5 871.2 836.1

23.8 23.7 23.3 Total loss recognised in OCI

41.3 43.8 45.9 Amount

124.1 66.1 34.5 Percentage of the present value of the

56.9 59 57 plan liabilities

0.2% 0.4% 0.4%

83.9 72.0 0.4

8.0% 7.7% 0.0%

25.3 2.0 97 The experience gain/loss on pension plan assets and plan liabilities

1.7 13
was 44.0 million and 7.o million in 2009 and fl93.7 million and
4.4 million in 2008 respectively

Gain/loss on pension plan assets relative

to expected return

Experience loss/gain arising on the

plan liabilities

Changes in assumptions underlying the

present value of the plan liabilities

Change in irrecoverable surplus

Actuarial loss recognised in OCI

Gain/loss on pension plan assets

relative to expected return

Service cost

Plan liabilities at beginning of year

Interest cost

Actuarial loss

Benefits paid

Gain/loss due to exchange rate

movements

Note

Other includes disposals acquisitions plan parficipants contnbutions plan

anendments and reclassifications The reclassificotions represent certain of the

Groups defined benefit plans which ore included in this note tar the first time in

the periods presented
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24 Risk management policies

Foreign currency risk

The Group results in pounds sterling are subject to fluctuation as result

of exchange rate movements The Group does not hedge this translation

exposure to its earnings but does hedge the currency element of its net

assets using foreign currency borrowings cross-currency swaps and

forward foreign exchange contracts

The Group effects these currency net asset hedges by borrowing in

the same currencies as the operating or functional currencies of

its main operating units The majority of the Group debt is therefore

denominated in US dollars pounds sterling and euros Borrowings in

these currencies represented 98.5% of the Group gross indebtedness

at 31 December 2012 at $3828 million 750 million and 1274 million

and 96.7% of the Groups average gross debt during the course

of 2012 at $3356 million 767 million and 1274 million

The Groups operations conduct the majority of their activities in their

own local currency and consequently the Group has no significant

transactional foreign exchange exposures Any significant cross-border

trading exposures are hedged by the use of forward foreign-exchange

contracts No speculative foreign exchange trading is undertaken

Interest rate risk

The Group is exposed to interest rate risk on both interest-bearing

assets and interest-bearing
liabilities The Group has policy of actively

managing its interest rate risk exposure while recognising that fixing

rates on all its debt eliminates the possibility of benefiting from rate

reductions and similarly having all its debt at floating rates unduly

exposes the Group to increases in rates

Including the effect of interest rate and cross-currency swaps 81.2% of the

year-end US dollar net debt is at fixed rates averaging 5.53% for an average

period of 92 months 73.3% of the sterling net debt is at fixed rate of 6.07%

for an average period of 58 months and 66.7% of the euro net debt is at

fixed rates averaging 6.50% for an average period of 38 months

Other than fixed rate debt the Groups other fixed rates are achieved

principally through interest rate swaps with the Groups bankers

The Group also uses forward rate agreements and interest rate caps

to manage exposure to interest rate changes At 31 December 2012

no forward rate agreements or interest rate caps were in place These

mterest rate derivatives are used only to hedge exposures to interest

rate movements arising from the Groups borrowings and surplus cash

balances arising from its commercial activities and are not traded

independently Payments made under these instruments are accounted

for on an accruals basis

Going concern and liquidity risk

In considering going concern and liquidity risk the directors have

reviewed the Groups future cash requirements and earnings projections

The directors believe these forecasts have been prepared on prudent

basis and have also considered the impact of range of potential

changes to trading performance The directors have concluded that

the Group should be able to operate within its current facilities and

comply with its banking covenants for the foreseeable future and

therefore believe it is appropriate to prepare the financial statements

of the Group on going concern basis

At 31 December 2012 the Group has access to 5.2 billion of committed

bank facilities with maturity dates spread over the years 2013 to 2042

as illustrated below

US band $300m 5125% 42
________

US bond $500m 3.625% 22
________

US bond $812m 4.75% 21

bonds200m 6.375% 20
bands 400m 6.0% 17

Bank revolver $l050m and 375m
Eurobonds 750m 6.625% 16

Eurobonds 500m 5.25% 15

450m convertible bonds 5.75% 14

US bond $600m 8.0% 14

US bond $369m 5.875% 14

TN5 private placements $25m

Eurobonds óOOm 4.375% 13

Total committed facilities available

Drawn down facilities at 31 December 2012

IJndrawn committed credit facilities

2013 2014 2015 2016 2017 2018

184.7

307.8

___ 500.2

___ bo.o

400.0

450.0

369.4

227.0

15.4
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184.7

307.8

500.2

200.0

400.0

1021.5

609.4

406.3

450.0

369.4

227.0

15.4

487.5

5179.2

4157.7

1021.5

1021.5

609.4

406.3

487.5

487.5

487.5

1061.8

1061.8

406.3 1630.9 400.0 1192.7

406.3 609.4 400.0 1192.7

Drawn down facilities at 31 December 2012 4157.7

Net cash at 31 December 2012 1359.3

Other adjustments 22.8

Net debt at 31 December 2012 2821.2

The Groups borrowings are evenly distributed between fixed and floating
rate debt Given the strong cash generation of the business its debt

maturity profile and available facilities the directors believe the Group has sufficient liquidity to match its requirements for the foreseeable future
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Treasury activities

Treasury activity is manoged centrally tram London New York and

Hong Kong and ts principally concerned with the monitoring ot working

capital managing external and internal tunding requirements and
the monttoring and management ot financial market risks in particular

interest rate and toreign exchange exposures

The treasury operation is not profit centre and its activities are carried

out in accordance with policies approved by the Board ot Directors

and subject to regular review and audit

The Group manages liquidity risk by ensuring continuity and flexibility

ot tunding even in ditficult market conditions Undrawn committed

borrowing tacthties are maintained in excess ot peak net-borrowing

levels and debt maturities are ctosely monitored Targets tor average
not debt are set on an annual basis and to assist in meeting this

working capital targets are set tor all the Groups major operations

Capital risk management
The Group manages its capital to ensure that entities in the Group will

be able to continue as going concern while maximising the return to

stakeholders through the optirnisation ot the debt and equity balance
The capital structure ot the Group consists ot debt which includes the

borrowings disclosed in nato 10 cash and cash equivalents and equity

attrthatable to equity holders ot the parent comprising issued capital

reserves and retained earnings as disclosed in the consolidated

statement ot changes in equity and in notos 26 and 27

Credit risk

The Groups principal financial assets are cash and short-term deposits

trade and other receivables and investments the carrying values ot

which represent the Groups maximum exposure to credit risk in relation

to financial assets as shown in note 25

The Groups credit risk is primarily attrthatable to its trade receivables

The majority at the Groups trade receivables are due tram large

national or multinational companies where the risk at detanli is

considered law The amounts presented in the consolidated balance

sheet are net at allowances tar daubttul receivables estimated by the

Groups management based an prior experience and their assessment

at the current economic environment relatively small number at

clients make up significant percentage at the Graups debtars but

no single client represenis mare than 6% at total trade receivables

as at 31 December 2012

The credit risk an liquid lands and derivative financial instruments is

limited because the caunterparties are banks with high credit ratings

assigned by international credit-rating agencies or banks that have
been financed by their government

relatively small number at clients contribute significant percentage
at the Groups cansalidated revenues The Groups clients generally are

able to reduce advertising and marketing spending or cancel projects

at any lime tar any reason There can be no assurance that any at the

Graups clients will continue to utilise the Groups services to the same
exteal ar at all in the luture significant reduclian in advertising and

marketing spending by or the lass at one or mare at the Groups largest

clients il not replaced by new client accounts or an increase in business

tram existing clients would adversely altect the Groups prospects

business financial condition and results at operations

Sensitivity analysis

The tollawing seasitivity analysis addresses the ettect at currency and

interest rate risks an the Groups financial instruments The analysis

assumes that all hedges are highly ettective

Currency risk

10% weakening at sterling against the Groups major currencies

would resuli in the tallawing lasses which would be posted directly

to equity These lasses would arise an the retranslation at tareign

currency denominated borrowings and derivatives designated as

ettective net investment hedges at overseas net assets These lasses

would be partially attset in equity by carresponding gain arising

an the retranslation at the related hedged tareign currency net assets

10% strengthening at sterling would have an equal and apposite

ettect There are no other material tareign exchange exposures which
would create gains or lasses to the tuncianal reporting currencies at

individual eattiies in the Group

2012 2011

85.3 91.5

69.8 71.8

US dollar

Euro

Interest rate risk

ane percentage point increase in market interest rates tar all currencies

in which the Group had cash and borrowings at 31 December 2012 wauld
increase profit betare tax by approximately 4.0 million 2011 3.7
million one percentage decrease in market interest rates would have
an equal and apposite ettect This has been calculated by applying the

rnterest rate change to the Groups variable rate cash and borrowings

25 Financial instruments

Currency derivatives

The Graup utiises currency derivatives to hedge significant tuture

transactions and cash flaws and the exchange risk arising an translatian

at the Groups investmeats in tareign apermians The Group is party

to variety at tareign currency derivatives in the management at its

exchange rate exposures The instruments purchased are primarily

denominated in the currencies at the Groups principal markets

At 31 December 2012 the tab value at the Groups currency derivatives

is estimated ta be net liability at approximately 44.4 millian 2011
75.5 million These amounts are based an market values at equivalent

rnstrurnents at the balance sheet date comprising 60.8 million

2011 57.9 million assets included in trade and other receivables and
105.2 million 2011 133.4 million liobiiies included in trade and other

payables The amaunts taken to and deterred in equity during the year

tar currency derivatives that are designated and ettective hedges was
credit at 42.7 million 2011 charge at 1.9 million tar net investment

hedges and charge at 1.0 million 2011 14.0 million tar cash

flaw hedges

Changes in the tab value relating to the inetteclive portion at the currency

derivatives amounted to lass at 9.4 million 2011 gain at 3.1 million

2010 gatn at 11.7 million which is included in the revaluation at

financial instruments tar the year This lass resulted tram 32.3 million

gain an hedging instruments and 41.7 million lass an hedged items

The Group currently designates its tareign currency-denominated debt

and crass-currency swaps as hedging instruments against the currency

risk associated with the translmian at its tareign operations

At the balance sheet date the intal nominal amount at outstanding

tarward tareign exchange cantracts not designated as hedges was
63.6 millinn 2011 124.4 million The Graup estimates the lair value

at these cantracts to be net asset at 0.5 million 2011 2.6 million

These arrangements are designed to address significant exchange

exposure and are renewed an revolving basis as required
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Interest rate swaps
The Group uses interest rate swaps as hedging instruments in tad

volue hedges to manage its exposure to tnterest rate movements on

ils borrowings Contracts with norninol values ot 600 million hove

fixed interest receipts at 4.38% up until December 2013 and hove

floating interest payments averaging EUPIBOII plus 0.56% Contracts

with nominal value ot 500 million have fixed interest receipts

ot 5.25% up until Jonuosy 2015 and hove floating interest payments

averaging EURIBOR plus 0.80% Contracts with nominal value ot

100 million hove fixed interest payments of 5.56% until June 2014

and hove floating rote receipts averaging EURIBOR plus 0.96%

Contracts with nominal value of 200 million have fixed interest

receipts ot 6.00% up until April 2017 and have floating rote payments

averaging LIBOR plus 0.64%

contract with nominal value ot $25 million has fixed interest roceipts

averaging 6.34% until on average July 2014 and has floating rote

payments averaging LIBOR plus 0.61%

The lair value of interest rote swaps entered into in 31 December 2012 is

estimated to boo net asset of opproxanotely 102.8 million 2011 121.0

million These amounts ore based on market values of equivalent

instruments at the balance sheet dote comprising 108.7 million 2011

127.5 million assets included in trade and other receivables and 5.9

million 2011 6.5 million liabilities included in trade and other poyobles

Changes in the fair value relating to the ineffective portion of interest

rote swaps amounted to gain ot 0.6 million 2011 loss of 9.5 million

2010 gain of 12.6 million which is included in the revolumion of

financial instruments for the year This gain resulted from 19.3 million

loss on hedging instruments and 19.9 million gain on hedged items

An analysis of the Groupli financial assets and liabilities by accounting classification is set out below

Derivatives in

designated Loans

hedge Held for receiv- Available Amortised Carrying

relationships boding obles for sole cost volue

2012
________ ________ _______ ________ _______

other investments 176.5 176.5

Cash and short-term deposits 1945.3 1945.3

Bank overdrafts and loans
______ ________ _______

10859 1085.9

Bonds and bank loans 3680.6 3680.6

Trade and other receivables amounts falling due wtrhin one year 6605.4 6605.4

Trade and other receivables amounts falling due alter more than one year 69.7 69.7

Trade and other payobles amounts falling due within one year 73065 7306.5

Trade and other payables amounts falling due otter more than one year 14.2
--

14.2

Derivative assets
________ ________

169.5 0.7 170.2

Derivative liobiltries
__________ _________

111.1 0.2 111.3

Shore purchases close period commitments 18.2 18.2

Payments due to vendors earnout agreements _______
194.0 194.0

Liabilities in respect of put options 144.3 144.3

58.4 356.0 8620.4 176.5 12087.2 3587.9

Derivolives in

designated

hedge Held for

relationships trading

Loans

receiv- Available Amortised Carrying

miles for sole cost value

2011
_______ _________ ________ ________ _______ ________ _______

Other investments 190.8 190.8

Cash and short-term depostrs _______ _______
1946.6 1946.6

Bank overdrafts and loans 518.4
--

518.4

Bonds and bank loans 3893.0 3893.0

Trade and other receivables amounts falling due wtthin one year _______
6718.4 6718.4

Trade and other receivables amounts falling due after more than one year 76.5 76.5

Trade and other payables amounts falling due within one year ______
7.376.7 7376.7

Trade and other payables amounts falling due after more than one year 10.2 10.2

Derivative assets
______ ______ ______

185.4 3.1 188.5

Derivative liobiltries
__________ ______________________ _________

139.9 0.5 140.4

Payments due to vendors earnout agreements ________
234.1 234.1

Liabilities in respect of put options 168.3 168.3

45.5 399.8 8741.5 190.8 11798.3 3220.3
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2012

Derivatives in designated

hedge relationships

Derivative assets

Derivative liabilities

Held for trading

Derivative assets

Derivative liabilities

Share purchases close

period commitments

Payments due to vendors

earnout agreements note 19

Liabilities in respect of put options

Available for sale

Other investments

2011

Derivatives in designated
hedge relationships

Derivative assets

Derivative liabilities

Held for trading

Derivative assets

Derivative liabilities

Payments due to vendors

earnout agreements note 19

Liabilities in respect of put options

Available for sale

Other investments

169.5 169.5 Exchange adjustments

111.1 111.1
Additions

0.7 Settlements

0.2 0.2 31 December 2012

31 December 2012
185.4 185.4

139.9 1399
Issued and fully paid

3.1 31 IJanuary 2011

05 05 EXerCise of share options

_______________ Share cancellations

234.1 234.1 Scrip dividend

168.3 168.3 Other

31 December 2011

190.8 190.8 Exercise of share options

48.1 211.6 163.5 Share cancellations

Scrip dividend
_________

Treasury share cancellations

31 December 2012

35
11.6 6.1

4.6 24.8 20.2

14.4 14.4

22.1

144.3 176.5 32.2

Equity Nominal

ordinary value

shares

1750000000 175.0

1750000000 175.0

1750000000 175.0

1264391221 126.4

5548684 0.6

6955523 0.7

3051689 0.3

337.750

1266373821 126.6

10002292 1.0

6703400 0.7

2001145 0.2

6266751 0.6

1265.407.107 126.5

The following table provides an analysis of financial instruments that

are measured subsequent to initial recognition at fair value grouped into

levels to based on the degree to which the lair value is observable

Level fair value measurements are those derived from quoted prices

unadjusted in active markets for identical assets or liabilities

Reconciliation of level fair value measurements

Liabilities in

respect of Other Carrying

put options investments value

Sm

January_2011 _____________ 171.0 173.7 2.7

Losses recognised in
Level fair value measurements are those derived from inputs other than

the income statement
quoted prices included within level that are observable for the asset or

liubfflty either directly i.e as prices or indirectly i.e derived from prices
Gain recognised in other

comprehensive income

Level fair value measurements are those derived from valuation Exchange adjustments

techniques that include inputs for the asset or liability that are not based Additions

on observable market data unobservable inputs
Settlements

Carrying
Level Level Level value

31 December 2011

Sm Sm Sm Sm Losses recognised in

the income statement

30.9 30.8 61.7

11.3 11.3

57 5.7

29.6 36.6

57.5 575

168.3 190.8 22.5

5.1 15.1 20.2

Losses recognised in other

comprehensive income 3.5

Disposals

Note

18.2 18.2 Refer to note 19 for the reconcihoSon of peyments due to vendors ecirnout agreements

194.0 194.0 The fair values of financial assets and liabilities are based on quoted
_____________- market prices where available Where the market value is not available

144.3 144.3
the Group has estimated relevant fair values on the basis of publicly

_____________ ________
available information from outside sources or on the basis of discounted

176.5 176.5 cash flow models where appropriate

18.2 58.9 161.8 121.1 26 Authorlsed and issued share capital

Carrying
Level Level Level value

Sm Sm Sm
Authonsed

January_2011

31 December 2011
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Number of ADRs Exercise price Exercise

under option per
ADR dates

822 30.410

Companys own shares WPP Worldwide Share Ownership Program

The Companys holdings of own shares are stated at cost and represent As at 31 December 2012 unexercised options over ordinary shares of

shares held in treasury and purchases by the Employee Share Ownership 10963206 and unexercised options over ADRs of 1571326 have been

Plan ESOP trusts of shares in WPP plc for the purpose of funding certain granted under the WPP Worldwide Share Ownership Program as foilows

of the Group share-based incentive plans details of which are disclosed Number of ordinary Exercise price Exercise

in the Compensation Committee report on pages 121 to 143 shares under option per share dates

______
20600 3.903 2006-2013

The trustees of the ESOP purchase the Company ordinary shares in 2007-2013

the open market using funds provided by the Company The Company ----
also has an obligation to make regular contributions to the ESOP to

_____________-
126254819 2011-2018

enable it to meet its administrative costs The number and market 56375 5.435 2007-2014

value of the ordinary shares of the Company held by the ESOP at 31
14000 5483 2012-2016

December 2012 was 22570364 2011 20599871 and 200.4 million

2011 139.2 million respectively There were no ordinary shares held ______ ________
621889

in treasury at 31 December 2012 The number and market value of
_________ ________

6000 5.483 2012-2020

ordinary shares held in treasury at 31 December 2011 was 6351371 209680 5.483 2013-2019

and 42.9 million respectively
51125 5is08 2012-2019

Share options _________________
875 2008-2015

8700 5.913 2011-2018

WPP Executive Share Option Scheme 22750 5917 2011-2018

As at 31 December 2012 unexercised options over ordinary shares _______ -.-------- ------.--

of 1186129 and unexercised options over ADPs of 325435 have been
315.025 6fl28 2011-2018

granted under the WPP Executive Share Option Scheme as follows 106450 6.195 2008-2015

Number of ordinary Exercise price Exercise 2459902 6.268 2014-2021

shares under option per share dates
89375 62682014-2018

21197 3.763 2006-2013
340177 668 2015-2021

21830 5.520 2008-2014
2500 o68 2009-2017

_________
534 240 535 2007 2014

18750 674020092016
1185 5.535 2008-2014 1965256938 2009-2016

463407 5.595 2006-2013 79007005 2010-2017

546 5.595 2007-2013
14750 2013-2017

2902 5.725 2007-2014
1854778 7.113 2013-2020

--

11423
--

5.775 2009-2015
240113 7.113 2014-2020

--

15814 5.818 2008-2015
36625 478 2011-2017

14 304 895 2008 2015
63 853 7543 20142020

10670 5.903 2011-2018
680850 77182010-2017

6420 6718 2009 2016
3510014 8458 20152022

54526 6.718 2009-2016

12447 7.378 2014-2021
______ ----- Number of ADI1s

9522 7.723 2010-2017 under option

3696 8.333 2015-2022
_______

4470

150572

_______ _____________ _________________________ Exercise price Exercise

oer ADR dates

30.800 2006-2013

__________
44.560 2012-2019

________________________________________________________ ______
345463 49.230 2014-2021

_______ --

17135
______

49880 2007-2014

2011-2018
26001 56560 2013-2020

125 981 47410 2006 2013
120 260 59500 20112018

1478 50.670 2008-2015
53750 59520 2008-2015

________
160779 50.800 2007-2014 --

74760 60is90 2009-2016

275 51220 2007 2014
426 660 67490 20142021

2244 55.740 2008-2015
117655 75160 2010-2017

12723 57.020 2008-2015

12402 58.460 2009-2016

_________
844 59.170 2011-2018

________
938 63.900 2009-2020

3949 75.940 2010-2017
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1.3400 2007-2013

15.8800 2007-2014

_______
17.1500 2007-2014

20.0700 2007-2015

23.1800 2007-2015 The aggregate status of the WPP Share Option Plans during 2012 was

24.2000 2007-2014 US follows

25.1500 2007-2014 Movements on options granted represented in ordinary shares
27.5000 2007-2015

Outstand- Exer

34.6200 2007-2015 ing 31 cisable 31

January December December
38.8700 20072015

2012 Granted Exercised Lapsed 2012 2012

40.6500 2007-2015 WPP 10276370 3696 7223514 243248 2813304 2797J61

41 4700 2007 2015 WWGP 18101132 5763 600 2499 698 2545198 18819836 4873574
452900 2007 2016

Grey 27295 27295
460500 20072016

24/7 218915 44 525 21 190 153200 105970

49.6000 2007-2016 TNS 1002691 207260 20080 775351 12426

50.4900 2007-2016
29626403 576Z296 10O3229 2829716 22561691 Z789131

51.3800 2008-2017

52.5900 2008-2017 Weighted-average exercise price for options over

53.4800 2008-2017 Outstand- Exes

54i100 2007-2016 ing 31 cisuble 31

____________ January December mber
54.2400 2007-2016 2012 Granted Exercised Lapsed 2012 2012

55.2600 2007-2016 Ordinary shares

55.6400 2007-2016 WPP 5.510 8.333 5.443 6.924 5.647 5.620

56.2700 2007-2016 WWOP 6463 8.458 6.010 6.621 7.163 6.465

56.7200 2007-2016 TNS 1.755 1.786 1.726 1.748 2.828

58.9400 2007-2017 ADRs
60.0200 2007-2016 WPP 46836 38.140 48.595 50.373 50.373

61.2300 2008-2017 WWOP 54569 67.490 51.418 53.995 58.581 58.498

61.9200 2007-2016 Grey 29.983 29.983

62.0500 2007-2016 24/7 38.585 33.185 4L622 39.735 3927
63.8900 2008-2017

64.2700 2007-2016

64.6500 2007-2016

65.5400 2007-2016

24/7 Real Media Inc 2002 Stock Incentive Plan 1999 Worldwide Employee Sharesave Plan

As at 31 December 2012 unexercised options over ADR5 of 30.640 have As at 31 December 2012 unexercised options over ordinary shares

been granted under the 24/7 Real Media Inc 2002 Stock Incentive Plan of 775351 have been granted under the Taylor Nelson Sofres plc 1999

as follows Worldwide Employee Sharesave Plan as follows

Exercise price Exercise Number of ordinary Exercise price Exercise

per ADR dotes shares under option per share dates

762925 1.7300 2013-2015

2.6500 2012-2014

3.0000 2011-2013

6092
_______ _________

6334

Number of ADR5
under ootion

184

427

187

79

263

50

7001

170

89

16476

110

110

118

115

89

472

78

157

314

944

314

74

157

574

235

393

78

108

314

708

112

54

78
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Options over ordinary shares

Outstanding

Range of Weighted average Weighted average

exercise prices exercise price contractual life

Months

1.730 8.458 6.699 88

Options over ADR5

Outstcmding

Range of Weighted average Weighted average

exercise prices exercise price contractual life

Months

134075.940 56.895 78

As at 31 December 2012 there was 8.5 million 2011 7.9 million

of total unrecognised compensation cost related to share options

That cost is expected to be recognised over weighted average

period of 20 months 2011 17 months

Share options are satisfied out of newly issued shares

The Executive Stock Option Plan has historically been open for

participation to WPP Group Leaders Partners and High Potential

Group It is not currently offered to parent company executive directors

The vesting period is three years and performance conditions include

achievement of various TSR Total Share Owner Return and EPS

Earnings Per Share objectives as well as continued employment

In 2005 the Group moved away from the issuance of stock options

for Leaders Partners and High Potential Group and has since largely

made grants of restricted stock instead note 22

The Group grants stock options with life of 10 years incfuding the vestng

period The terms of stock options with performance conditions are such

that if after nine years and eight months the performance conditions have

not been met then the stock option will vest automatically

The weighted average lair value of options granted the year

calculated using the Black-Scholes model was as follows

2012 2011 2010

________________-
135.3p 120.6p 144.5p

______________
$10.90 $9.20 $10.97

Fair value of UK options shares

Fair value of US options ADRs
Weighted average assumptions

UK Risk-free interest rate

US Risk-free interest rate

Expected life months

Expected volatility

Dividend yield

0.56% 0.84% 1.76%

0.51% 0.67% 1.05%

48 48 48

27% 30% 30%

2.8% 2.5% 2.5%

Options are issued at an exercise price equal to market value on the

date of grant

The weighted average share price of the Group for the year ended

31 December 2012 was 8.17 2011 7.11 2010 6.78 and the weighted

average ADR price for the same period was $64.90 2011 $57.09

2010 $52.51

Expected volatility is sourced from external market data and represents

the historic volatility in the Groups share price over period equivalent

to the expected option life

Expected life is based on review of historic exercise behaviour in the

context of the contractual terms of the options as described in more

detail below

Terms of share option plans

The Worldwide Share Ownership Program is open for participation

to employees with at least two years employment in the Group It is

not available to those participating in other share-based incentive

programs or to executive directors The vesting period for each grant

is three years and there are no performance conditions other than

continued employment with the Group
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27 Other reserves

Other reserves comprise the following

Capital Total

redemption Equity Revaluation Translation other

reserve reserve reserve reserve reserves

January 2011
-________________

81.7 14.0 1250.5 1182.8

Exchange adjustments on foreign currency net investments 250.0 250.0

Gain on revaluation of available for sale investments 11.3 11.3

Recognition and remeasurement of financial instruments 5.9 5.9

Share cancellations 0.7 0.7

31 December 2011 01 87.6 25.3 1000.5 9389

Exchange adjustments on foreign currency net investments 298.4 298.4

Gain on revaluation of available for sale investments 3.5 3.5

Recognition and remeasurement of financial instruments 2.7 2.7

Share cancellations 0.7 0.7

Treasury share cancellations 0.6 0.6

Share purchases close period commitments 18.3 18.3

31 December 2012 2.0 103.2 21.8 702.1 622.7

28 AcquIsitions

The Group accounts for acquisitions in accordance with IFRS Business Combinations IFRS requires the acquirees identifiable assets liabilities

and contingent liabilities other than non-current assets or disposal groups held for sale to be recognised at fair value at acquisition date In

assessing fair value at acquisition date management make their best estimate of the likely outcome where the fair value of an asset or liability

may be contingent on future event In certain instances the underlying transaction giving rise to an estimate may not be resolved until some

years alter the acquisition date IFRS requires the release to profit of any acquisition reserves which subsequently become excess in the same

way as any excess costs over those provided at acquisition date are charged to profit At each period end management assess provisions and
other balances established in respect of acquisitions for their continued probability of occurrence and amend the relevant value accordingly

through the consolidated income statement or as an adjustment to goodwill as appropriate under IFRS

The Group acquired number of subsidiaries in the year The following table sets out the book values of the identifiable assets and liabilities acquired

and their fair value to the Group The fair value adjustments for certain acquisitions have been determined provisionally at the balance sheet date

Book Fair Far

value at value value to

acquisition adjustments Group

Intangible assets 1.3 185.2 186.5

Property plant and equipment 8.5 8.5

Cash net of overdrafts 48.1 48.1

Trade receivables due within one year 66.9 1.9 65.0

Other current assets 36.8 36.8

Total assets 161.6 183.3 344.9

Current liabifities 91.3 91.3

Trade and other payables due alter one year 3.3 20.2 23.5

Deferred tax liabilities 19 59.4 61.3

Provisions 0.9 11.2 12.1

Bank loans 20.0 20.0

Total liabilities 117.4 90.8 208.2

Net assets 44.2 92.5 136.7

Non-controlling interests 10.2

Fair value of equity stake in associate undertakings before acquisition of controlling interest 10.3

Goodwill 385.3

Consideration 501.5

Consideration satisfied by

Cash 454.4

Payments due to vendors 47.1

Goodwill arising from acquisitions represents the value of synergies with our existing portfolio of businesses and skilled staff to deliver services to our

clients Goodwill that is expected to be deductible for tax purposes is 34.3 million
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Non-controlling interests in acquired companies are measured at

the non-controlling interests proportionate share of the acquiree

identifiable net ossets

The contribution to revenue and operating profit of acquisitions

completed in the year was not material There were no material

acquisitions completed between 31 December 2012 and the date

the financial statements have been authorised for issue

29 Principal subsidiary undertakings

The principal subsidiary undertakings of the Group are

Country of incorporation

Grey Global Group Inc
________ ______ _________US

Walter Thompson Company Inc
________ ________

US

GroupM Worldwide Inc ________ ________
US

The Ogilvy Group Inc ________
US

Young Rubicam Inc 135

INS Group Holdings Ltd UK

All of these subsidiaries are operating companies and are 100% owned

by the Group

more detailed listing of the operating subsidiary undertakings is

given on pages 12 and 13 The Company directly or indirectly holds

controlling interests in the issued share capital of these undertakings

with the exception of those specifically identified

30 Related party transactions

From time to time the Group enters into transactions with its associate

undertakings These transactions were not material for any of the

years presented

31 Reconciliation to non-GAAP measures of performance
The non-GAAP measures of performance shown below have been

included to provide the users of the financial statements with better

understanding of the key performance indicators of the business

Reconciliation of profit before interest and taxation to headline PBIT

2052 2011 2010

Profit before interest and taxation 1310.5 1258.3 1028.2

Amortisation and impairment of

acquired intangible assets 171.9 172.0 170.5

Goodwill impairment 32.0 10.0

Gains on disposal of investments 26.8 0.4 41
Gains on remeasurement of equity

on acquisition of controlling interest 5.3 31.6 13.7

Investment write-downs 19.6 32.8 37.5

Cost of changes to corporate structure 4.1

Gain on sale of freehold property

in New York________ 71.4

Iestmcturing costs 93.4

Share of exceptional losses/gains

of associates 3.0 2.1 0.3

Headline PBIT 1531.0 1429.0 1228.7

Finance income 85.9 97.3 81.7

Finance costs 299.8 297.2 276.8

213.9 199.9 195.1

7.2 7.1 6.3

Interest cover on headline PBIT times times times

Reconciliation of profit
before taxation to headline PBT

and headline earnings

Profit before taxation

Amortisation and impairment of

acquired intangible assets _____
Goodwill impairment

Gains on disposal of investments

Gains on remeasurement of equity

on acquisition of controlling interest

Investment write-downs
______

Cost of changes to corporate structure

Gain on sale of freehold property

in New York _______
Restructuring costs

______
Share of exceptional losses/gains

of associates

Revaluation of financial instruments

Headline PBT
______

Headline tax charge

Non-controlling interests

Headline earnings _____
Ordinary dividends paid

2012 2011 2010

1091.9 1008.4 851.3

_______
171.9 172.0 170.5

32.0 10.0

26.8 0.4 4.1

5.3 31.6 13.7

19.6 32.8 37.5

4.1

71.4

93.4
---

3.0 2.1 0.3

4.7 50.0 18.2

1317.1 1229.1 1033.6

278.9 270.4 227.8

72.0 76.4 75.0

966.2 882.3 730.8

322.2 239.5 200.4

3.0 37 3.6

Dividend cover on headline earnings times times times

Calculation of headline EBITDA

2012 2011 2010

rn

Headline PBIT as above 1531.0 1429.0 1228.7

Depreciation of property plant

and equipment 191.0 185.8 184.9

Amortisation of other intangible assets 33.7 25.7 254

Headline EBITDA 1755.7 1640.5 1439.0

Headline PBIT margins before and after share of results of associates

Margin 2012 Margin 2011 Margin 2010

Revenue 10373.1 10021.8 9331.0

Headline PBIT 14.8% 1531.0 14.3% 1429.0 13.2% 1228.7

Shame of results

of associates

excluding
exceptional

losses 72.4 64.0 55.5

Headline

operating profit 14.1% 1458.6 13.6% 1365.0 12.6% 1173.2
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Headline diluted earnings per ordinary share

2012 2011 2010

Headline earnings 966.2 882.3 730.8

Earnings adjustment

Dilutive effect of

convertible bonds 26.1 261 28.3

Weighted average number
of ordinary shares 1352599279 1342216388 1339004622

Headline diluted earnings

per ordinary share 73.4p 67.7p 56.7p

Reconciliation of free cash flow

2012 2011 2010

Cash generated by operations 1291.1 1033.5 1680.1

Plus

Interestreceived 56.6 63.2 50.7

Investment income 1.2 0.6 4.2

Dividends from associates 44.7 57.2 533

Share option proceeds 56.0 28.8 42.7

Proceeds on disposal of property

plant and equipment 123.5 13.2 7.6

Movement in working capital

and provisions 388.2 620.9 225.5

Less

Interest and similar charges paid 228.3 241.4 219.7

Purchases of property plant and
equipment 290.3 216.1 190.5

Purchases of other intangible assets

including capitalised computer software 39.8 37.1 270
Corporation and overseas tax paid 257.0 247.9 207.4

Dividends paid to non-controlling interests

in subsidiary undertakings 51.9 62.2 66.7

Free cash flow 1094.0 1012.7 901.8
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Company profit and loss account

For the year ended 31 December 2012

Note

The accompanying notes loan an integral part at this profit and loss account

All results are derived from continuing activities

Our 2012 financial statements

There are no recognised gains or losses other than those shown above and accordingly no statement of total recognised

gains and losses has been prepared
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2012

Notes

Turnover

Operating costs 5.6 5.5

Operating loss 5.6 5.5

Amounts written off investments 296.5 554.9

Interest payable and similar charges
33 40.5 31.9

Loss on ordinary activities before taxation 342.6 592.3

Taxation on loss on ordinary activities 34

Loss on ordinary activities after taxation 342.6 592.3
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Our 2012 financial statements

Company balance sheet

As cit 31 December 2012

Notes

2012 2011

Fixed assets

Investments 35 4578.9 4494.9

4578.9 44949

Current assets

Debtors 36 0.3

Cashabankandinhand 1.2 0.5

_________________________ 1.5 0.5

Creditors amounts falling due within one year 37 614.7 263.0

Net current liabifities 613.2 262.5

Total assets less current liabilities
------.---- 3965.7 4232.4

Creditors amounts falling due after more than one year 38 447.3 445.3

Net assets 3518.4 3787.1

Capital and reserves

Called-up share capital 39 126.5 126.6

Share premium account 39 175.9 105.7

Shares to be issued 39 1.8 2.4

Capital redemption reserve 39 2.0 0.7

Own shares 39 37.5

Profitcindlossaccount 39 3212.2 3589.2

Equity share owners funds 3518.4 3787.1

Note

The accompanying notes form on integsal port of this balance sheet

The financial statements wore approved by the Board of Directors and authorised for issue on 22 Apr11 2013

Sir Martin Sorrell Paul Richardson

Group chief executive Group finance director
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32 Accounting policies

The principal accounting policies of WPP plc the Company are

summarised below These accounting policies have all been applied

consistently throughout the year and preceding year

Basis of accounting
The financial statements are prepared under the historical cost

convention and in accordance with applicable UK accounting

standards and the Companies Jersey Law 1991 The financial

statements are prepared on going concern basis further details

of which are in the Directors report on page 167

Translation of foreign currency
Foreign currency transactions arising tram operating activities are

translated from locat currency into pounds sterling
at the exchange rates

prevailing at the date at the transaction Monetary assets and liabilities

denominated in foreign currencies at the ported end are translated at

the poried-end exchange rate Foreign currency gains or lasses are

credited or charged to the profit and loss account as they arise

In vestments

Fixed asset investments are stated at cost less provision tar impairment

Taxation
Curreat tax is provided at amounts expected to be paid ar recovered

usmg the tax rates and laws that have been enacted or substantiatly

enacted by the balance sheet date

Deterred taxation is provided in tall on timing differences that result

in an obligation at the balance sheet date to pay more tax or right

to pay less tax at future date at rates expected to apply when they

crystallise based on current tax rates and law Timing differences

arise tram the inclusion of items of income and expenditure in taxation

compinations in periods dittereat from those in which they are included in

financial statements Deterred tax assets and liabilities are not discounted

UITF 44 Group and treasu ry share transactions

Whore parent enlity grants aghts to its equity instruments to employees

of subsidiary and such share-based compensation is accounted for as

equdy-settled in the consolidated financial statements at the parent UITF

44 requires the subsidiary to record an expense for such compensation

in accordance with 015 20 Share-based payments with corresponding

increase recognised in equity as contribution from the parent

Cansequentiy in the financial statements of the parent WPP plc the

Company has recognised an addition to fixed asset investments of the

aggregate amount of these contributions at 92.8 million in 2012 2011
78.8 million with credit to equity for the same amount

33 Interest payable and similar charges

34 Taxation on loss on ordinary activities

The tax assessed for the year differs tmm that resulting from applying

the current rate of corporation tax in Ireland of 25% 2011 25%
The differences are explalned below

2011

Loss on ordinary activities before tax 342.6 592.3

Tax at the current rate at 25% 2011 25% thereon 85.6 148.1

Factors attecting tax charge inr the year

Amounts written ott investments 74.1 138.7

Unrecognised losses carried forward 11.5 9.4

Current tax charge tar the year

35 Fixed asset investments

The following are included in the net book value of fixed asset investments

Subsidiary ather

undertakings investments

Cost

January 2012 4494.9 554.9

Additions 92.8 287.7

31 December 2012 4587.7 842.6

Provision for impairment

January 2012 5549

Charge tar the year 8.8 287.7

31 December 2012 8.8 842.6

Net book value

31 December 2012 4578.9

31 December 2011 44949

Fixed asset investments primarily represent 100% of the issued share

capital of WPP Air Limited company incorporated in Ireland Fixed

asset investments were purchased in share-far-share exchange During

the year the Company also made an investmeat in fellow Group

undertaking as past of Group reorganisation This investment was

subsequently impaired as the recoverable amount attributable to this

undertalring was less than its carrying value Details of indirect

subsidiaries are given in note 29

36 Debtors

The tollawino are mcluded in debtors

2012 2011

Other debtors 0.3

2012

Interest payable on corporate bonds

Bank and other interest payable

Interest payable to subsidiary undertakings

2012 2011

27.9 279

12.6 3.5

0.5

40.5 319
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38 CredItors amounts falling due after more than one year
The following are included in creditors falling due alter more than year

2012 2011

Liii

Corporate bonds 447.3 445.3

In May 2009 the Company issued 450 million of 5.75% convertible

bonds due May 2014

39 EquIty share owners funds

Movements during the year were as follows

Ordinary Share Shares Capital Profit

share premium to be redemption Own and loss

capital account issued reserve shares account

January 2012 126.6 105.7 2.4 0.7 37.5 3589.2

Ordinary shares

issued 1.0 55.0 0.6 15

Dividends paid 18.9

Scrip dividend 0.2 15.4 15.6

Share issue/

cancellation

costs 0.2

Loss for the year 3426

Equity granted

to employees of

subsidiaries 92.8

Share

cancellations 0.7 0.7 55J

Treasury share

additions 0.6

Treasury share

utilisation 0.9 09
Treasury share

cancellations 0.6 0.6 37.2 37.2

31 Decenther
2012 126.5 175.9 1.8 2.0 3212.2

Reconciliation of movements in equity share owners funds for the year

ended 31 December 2012

At 31 December 2012 the Companys distributable reserves amounted to

2908.1 million 2011 3377.9 million Further details of the Companys
share capital ne shown in note 26

40 Guarantees and other financial commitments

The Company giicrrantees number of Group banking arrangements and

other financial commitments on behalf of certain subsidiary undertakings

37 Creditors amounts falling due within one year
The following are included in creditors falling due within one year

2012 2011

Lm

_______ ________
495.9 144.9Bank overdraft

_______ ________________
Interest payable on corporate bonds

Amounts due to subsidiary undertakings ____________
Other creditors and accruals

Loss for the year _____________
3.0 3.0 Equity granted to employees of subsidiaries

113.2 113.1 Ordinary shares issued

2.6 2.0 Dividends paid

614.7 263.0 Share cancellations

Share issue/cancellation costs

Treasury share additions

Net reduction to equity share owners funds

Opening equity share owners funds

Closinq eauity share owners funds

2012 2011

Lm Sm

342.6 592.3

92.8 788

55.9 30.9

18.9 18.0

55.1 45.9

0.2

0.6 29.8

268.7 576.3

3787.1 4363.4

3518.4 3787.1
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Independent auditors report

Independent auditors report to the

members of WPP plc
____________

We have audited the Group and parent company
financial statements the financial statements

of WPP plc for the year ended 31 December 2012

which comprise the accounting policies the

consolidated income statement excluding the

US dollar information the consolidated statement

of comprehensive income the consolidated cash

flow statement the consolidated balance sheet the

consolidated statement of changes in equity the

parent company profit and loss account and balance

sheet and the related notes to 40 The financial

reporting framework that has been applied in the

preparation of the Group financial statements is

applicable law and International Financial Reporting

Standards IFRSs as adopted by the European

Union The financial reporting framework that

has been applied in the preparation of the parent

company financial statements is applicable law

and United Kingdom Accounting Standards United

Kingdom Generally Accepted Accounting Practice

This report is made solely to the Companys

members as body in accordance with Article 113A

of the Companies Jersey Law 1991 Our audit work

has been undertaken so that we might state to the

Companys members those matters we are required

to state to them in an auditors report and for no

other purpose To the fullest extent permitted by law

we do not accept or assume responsibility to anyone

other than the Company and the Companys
members as body for our audit work for this

report or for the opinions we have formed

Respective responsibilities of directors

and auditors

As explained more fully in the Directors

Responsibilities Statement the directors are

responsible for the preparation of the financial

statements and for being satisfied that they give

true and fair view Our responsibility is to audit

and express an opinion on the financial statements

in accordance with applicable law and International

Standards on Auditing UK and Ireland Those

standards require us to comply with the Auditing

Practices Boards Ethical Standards for Auditors

Scope of the audit of the financial

statements

An audit involves obtaining evidence about the

amounts and disclosures in the financial statements

sufficient to give reasonable assurance that the

financial statements are free from material

misstatement whether caused by fraud or error

This includes an assessment of whether the

accounting policies are appropriate to the Groups

and the parent companys circumstances and have

been consistently applied and adequately disclosed

the reasonableness of significant accounting estimates

made by the directors and the overall presentation

of the financial statements In addition we read all the

financial and non-financial information in the Annual

Report to identify material inconsistencies with the

audited financial statements If we become aware of

any apparent material misstatements or inconsistencies

we consider the implications for our report
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Independent auditors report

Opinion on financial statements

In our Opinion

the financial statements give true and fair

view of the state of the Groups and of the parent

companys affairs as at 31 December 2012 and of the

Groups profit and parent companys loss for the year

then ended

the Group financial statements have been properly

prepared in accordance with IFRSs as adopted by the

European Union

the
parent company financial statements have been

properly prepared in accordance with United Kingdom

Generally Accepted Accounting Practice and

the financial statements have been prepared in

accordance with the Companies Jersey Law 1991

Separate opinion in relation to IFRS as

issued by IASB

As explained in the accounting policies to the

financial statements the Group in addition to

complying with its legal obligation to comply with

IFRSs as adopted by the European Union has

also applied IFRSs as issued by the International

Accounting Standards Board IASB In our opinion

the Group financial statements comply with IFRSs

as issued by the IASB

Other matters

In our opinion

the part
of the Directors Remuneration Report to

be audited has been properly prepared in accordance

with the UK Companies Act 2006 as if that Act had

applied to the Company and

the information given in the Directors Report for

the financial year for which the financial statements are

prepared is consistent with the financial statements

We have reviewed the directors statement

contained within the Directors Report in relation

to going concern as if the Company had been

incorporated in the UK and have nothing to report

to you in that respect

Matters on which we are required to report

by exception

We have nothing to report
in

respect
of the following

Under Companies Jersey Law 1991 we are

required to report to you if in our opinion

proper accounting records have not been kept by

the parent company or proper returns adequate for

our audit have not been received from branches not

visited by us or

the financial statements are not in agreement

with the accounting records and returns or

we have not received all the information and

explanations we require for our audit

Under the UK Listing Rules we are required

to review the part
of the Corporate Governance

Statement relating to the Companys compliance with

the nine provisions of the UK Corporate Governance

Code specified for our review

Graham Richardson Individual responsible

for the Audit for and on behalf of Deloitte LLP

Chartered Accountants and Recognised Auditors

London United Kingdom

22 April 2013
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WPP 2012 plc balance sheet

As at 31 December 2012
2012

Notes

cunent assets
________________ ______

Debtors

Net assets

capital and reserves
_______

Called-up share capital 42

Equity share owners funds

Note

The Company did not trade during the period and has made neither profit nor loss nor any other recognised gdins or losses The accompanying notes loan an integral part of

this balance sheet

The financial statements were approved by the Board of Directors and authorised for issue on 22 April 2013

Sir Martin Sorrell Paul Richardson

Group chief executive Group finance director
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Notes to the WPP 2012 plc financial statements

41 Accounting policies

The principal accounting policies of WPP 2012 plc the Company are

summarised below These accounting policies have all been applied

consistently throughout the period

Basis of accounting
The financial statements are prepared under the historical cost

convention and in accordance with applicable UK accounting

standards and the Companies Jersey Law 1991 The financial

statements are prepared on going concern basis further details

of which are in the Directors report on page 167

42 Equity share owners fund

Equity Nominal

ordinary value

shares

Authorized 1750000000 175.0

Issued and fully paid __________
31 December 2012

WPP 2012 plc was incorporated on 25 October 2012 with an authorised

share capital of 175000000 and two issued ordinary shares of 10

pence each

On 30 August 2012 the Group announced its intention to return its

headquarters to the United Kingdom In order to effect its return to the

United Kingdom the Group put in place new United Kingdom tax

resident parent company WPP 2012 plc by means of scheme of

arrangement pursuant to Article 125 of the Companies Jersey Law 1991

The new scheme became effective on January 2013 with WPP 2012 plc

becoming the new parent company of the WPP Group and being renamed

WPP plc At the same time the existing parent company ot the WPP Group
WPP plc was renamed WPP 2012 Limited and shortly alter the Scheme

became effective changed its status to private commy
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Independent auditors report to the members

of WPP 2012 plc

We have audited the financial statements the

financial statements of WPP 2012 plc1 for

the year ended 31 December 2012 which comprise

the Balance Sheet and related notes 41 to 42 The

financial reporting framework that has been applied

in their preparation is applicable law and United

Kingdom Accounting Standards United Kingdom

Generally Accepted Accounting Practice

This report is made solely to the Companys

members as body in accordance with Article 113A

of the Companies Jersey Law 1991 Our audit work

has been undertaken so that we might state to the

Companys members those matters we are required

to state to them in an auditors report and for no

other purpose To the fullest extent permitted by law

we do not accept or assume responsibility to anyone

other than the Company and the Companys

members as body for our audit work for this

report or for the opinions we have formed

Respective responsibilities of directors

and auditor

As explained more fully in the Directors

Responsibilities Statement the directors are

responsible for the preparation of the financial

statements and for being satisfied that they give

true and fair view Our responsibility is to audit

and express an opinion on the financial statements

in accordance with applicable law and International

Standards on Auditing UK and Ireland Those

standards require us to comply with the Auditing

Practices Boards Ethical Standards for Auditors

Effective January 2013 WPP 2012 plc became known as WPP plc

Scope of the audit of the financial statements

An audit involves obtaining evidence about the

amounts and disclosures in the financial statements

sufficient to give reasonable assurance that the

financial statements are free from material

misstatement whether caused by fraud or error

This includes an assessment of whether the

accounting policies are appropriate to the Companys

circumstances and have been consistently applied

and adequately disclosed the reasonableness of

significant accounting estimates made by the directors

and the overall presentation of the financial

statements In addition we read all the financial

and non-financial information in the Annual Report

to identify material inconsistencies with the audited

financial statements If we become aware of any

apparent material misstatements or inconsistencies

we consider the implications for our report

Opinion on financial statements

In our opinion the financial statements

give true and fair view of the state of the

Companys affairs as at 31 December 2012 for

the year then ended

have been properly prepared in accordance

with United Kingdom Generally Accepted

Accounting Practice and

have been properly prepared in accordance

with the Companies Jersey Law 1991
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Independent auditors report to the members of WPP 2012 plc

Matters on which we are required to report

by exception

We have nothing to report in respect of the following

Under the Companies Jersey Law 1991 we

are required to report to you if in our opinion

proper accounting records have not been kept

by the Company or proper returns adequate for

our audit have not been received from branches

not visited by us or

the financial statements are not in agreement

with the accounting records and returns or

we have not received all the information and

explanations we require for our audit

Under the Listing Rules we are required to review

the part of the Corporate Governance Statement

relating to the Companys compliance with the nine

provisions of the UK Corporate Governance Code

specified for our review

Other matters

In our opinion the part
of the Directors Remuneration

Report to be audited has been properly prepared in

accordance with the provisions of the UK Companies

Act 2006 as if that Act had applied to the Company

We have reviewed the directors statement

contained within the Directors Report in relation

to going concern as if the Company had been

incorporated in the UK and have nothing to report

to you in that respect

Graham Richardson

individual responsible for the Audit

for and on behalf of Deloitte LLP

Chartered Accountants and Recognised Auditors

London United Kingdom

22 April 2013
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Five-year summary

2012 2011 2010 2009 2008

44405.3 44791.8 42683.6 37919.4 36929.0

10373.1 10021.8 9331.0 8684.3 7476.9

1241.1 1192.2 973.0 761.7 876.0

1755.7 1640.5 1439.0 1243.0 1291.2

1531.0 1429.0 1228.7 1017.2 1118.2

1091.9 1008.4 851.3 662.6 746.8

1317.1 1229.1 1033.6 812.2 968.4

894.7 916.5 661.0 506.9 513.9

The inlormation on this page is unaudited
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Income statement

Billings1

Revenue

Operating profit

Headline EBITDA2

Headline PBIT3

Profit before taxation

Headline PB1

Profit for the year

Balance sheet

Non-current assets 13452.9 13406.2 13087.6 12756.2 133551

Net current liabilities 671.9 508.6 817.3 971.0 1028.7

Non-current trade and other payables 887.3 932.6 870.4 908.8 1042.9

Provisions for liabilities and charges including provisions for

post-employment benefits 472.2 436.3 403.1 404.7 407.9

Net assets 7060.6 6894.3 6647.9 6075.7 5959.8

Net debt 2821.2 2464.8 1888.4 2640.4 3067.6

Average net debt 3202.5 2811.0 3056.0 3448.0 2206.0

2012 2011 2010 2009 2008

Our people

Revenue per employee 000 90.6 91.1 92.0 82.5 76.7

Gross profit per employee 000 83.1 84.0 84.4 75.8 71.9

Staff cost per employee 000 53.3 53.4 53.6 48.6 44.7

Average headcount 114490 109971 101387 105318 97438

Share information

Headline5 basic earnings per share 77.7p 71.Op 59.3p 45.lp 56.7p

diluted earnings per share 73.4p 67.7p 56.7p 44.4p 55.5p

Reported basic earnings per share 66.2p 67.6p 47.5p 35.9p 38.4p

diluted earnings per share 62.8p 64.5p 45.9p 35.3p 37.6p

Dividends per share6 28.51p 24.oOp 17.79p 15.47p 15.47p

Share price high 894.5p 846.5p 795.Op 614.5p 648.Op

low 669.Op 578.Op 572.5p 353.Op 310.3p

Market capitalisation at year-end rn 11236.8 8554.4 9982.4 7658.3 5052.8

Notes

Billings is defined on page 226

The calculation of headline EBITDA for 2012 2011 and 2010 is set out in note 35 of the financial statements

The calculation ot headline PBIT for 2012 2011 and 2010 is set out in note 31 of the financial statements

The calculation of headline PBT for 2012 2011 and 2010 is set out in note 31 of the taancial statements

Headline earnings per share for 2012 2011 and 2010 is set out in note of the financial statements

óDivrdends per share represents the dividends declared in respect of eoch year



Our 2012 financial statements

Financial glossary

Tenn used In Annual Report US equivalent or brief description

Allotted Issued

ADR5/ADSs American Depositary Receipts/American Depositary Shares The Group

uses the terms ADR and ADS interchangeably One ADR/ADS represents

five ordinary shares

Average net debt and net debt Average net debt is calculated as the average daily net borrowings of

the Group Net debt at period end is calculated as the sum of the net

borrowings of the Group derived from the cash ledgers and accounts

in the balance sheet

Billings Billings comprise the gross amounts billed to clients in respect of commission-

based/fee-based income together with the total of other fees earned

Called-up share capital Ordinary shares issued and fully paid

Combined Code The Combined Code on Corporate Governance published by the Financial

Reporting Council dated June 2008

Constant currency The Group uses US dollar-based constant currency models to measure

performance These are calculated by applying budgeted 2012 exchange

rates to local currency reported results for the current and prior year
This gives US dollar-denominated income statement which exclude

any variances attributable to foreign exchange rate movements

ESOP Employee share ownership plan

Estimated net new bffllngs Net new billings represent the estimated annualised impact on billings of

new business gained from both existing and new clients net of existing client

business lost The estimated impact is based upon initial assessments of the

clients marketing budgets which may not necessarily result in actual

billings of the same amount

EURIBOR The euro area inter-bank offered rate for euro deposits

Finance lease Capital lease

Free cash flow Free cash flow is calculated as headline operating profit before non-cash

charges for share-based incentive plans depreciation of property plant and

equipment and amortisation of other intangible assets including dividends

received from associates interest received investment income received

proceeds from the issue of shares and proceeds from the disposal of property

plant and equipment less corporation and overseas tax paid interest and

similarcharges paid dividends paid to non-controlling interests in subsidiary

undertakings purchases of property plant and equipment and purchases of

other intangible assets

Freehold Ownership with absolute
rights

in perpetuity

Gross margin/gross profit The Group uses the terms gross margin and gross profit interchangeably

Headline gross margin margin is calculated as headline PBIT as

percentage of gross profit

Headline earnings Headline PBT less taxation excluding exceptional release of prior year tax

provisions net deferred tax credit in relation to the amortisation of acquired

intangible assets and other goodwill items deferred tax on gain on sale of

freehold property in New York and tax credit relating to restructuring costs

and non-controlling interests

Headline EBITDA Profit before finance income/costs and revaluation of financial instruments

taxation investment gains/losses and write-downs goodwill impairment

and other goodwill write-downs arnortisation and impairment of intangible

assets share of exceptional losses/gains of associates depreciation of

property plant and equipment and gains/losses on remeasurement of equity

interest on acquisition of controlling interest and in 2012 the gain on sale of

freehold property in New York Group restructuring costs and costs incurred

in changing the corporate structure of the Group
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Our 2012 financial statements

Financial glossary

Term used in Annual Report US equivalent or brief description

Headline operating profit
PBIT excluding share of results of associates before investment gums/losses

and write-downs goodwill impairment and other goodwill write-downs

amortisation and impairment of acquired intangible assets and gains/losses

on remeasurement of equity interest on acquisition of controlling interest

and in 2012 the gain on sale of freehold property in New York Group

restructuring costs and costs incurred in changing the corporate structure

of the Group

Headline PBIT Profit before finance income/costs and revaluation of financial instruments

taxation investment gains/losses and write-downs goodwill impairment

and other goodwill write-downs amortisation and impairment of acquired

intangible assets share of exceptional losses/gains of associates and gams/

losses on remeasurement of equity interest on acquisition of controlling

interest and in 2012 the gain on sate of freehold property in New York

Group restructuring costs and costs incurred in changing the corporate

structure of the Group

Headline PBT Profit before taxation investment gains/losses and write-downs goodwill

impairment and other goodwill write-downs amortisation and impairment

of acquired intangible assets share of exceptional losses/gains of associates

gains/losses arising from the revaluation of financial instruments and gains/

losses on remeasurement of equity interest on acquisition of controlling

interest and in 2012 the gain on sale of freehold property in New York

Group restructuring costs and costs incurred in changing the corporate

structure of the Group

IFRS/IAS International Financial Reporting Standard/International

Accounting Standard

LIBOR The London inter-bank offered rate

OCI Consolidated statement of comprehensive income

Operating margin Headline PElT as percentage of revenue

Profit Income

Profit attributable to equity holders of the parent Net income

Pro forma like-for-like Pro forma comparisons are calculated as follows current year constant

currency actual results which include acquisitions from the relevant date

of completion are compared with prior year constant currency actual

results adjusted to include the results of acquisitions for the commensurate

period in the prior year The Group uses the terms pro forma and like-for-like

interchangeably

Sarbanes-Oxley Act An Act passed in the US to protect investors by improving the accuracy

and reliabifity of corporate disclosures made pursuant to the securities laws

and for other purposes

Share capital Ordinary shares capital stock or common stock issued and fully paid

Share premium account Additional paid-in capital or paid-in surplus not distributable

Shares In issue Shares outstanding

Turnbull Report Guidance issued by the Institute of Chartered Accountants in England

Wales on the implementation of the internal control requirements of the

Combined Code and the UK Corporate Governance Code at the request

of the London Stock Exchange

UK Corporate Governance Code The UK Corporate Governance Code published by the Financial Reporting

Council dated June 2010

WPP ANNUAL REPORT 2012 117





About shareownership
Information for share owners

Share owners register

register of share owners interests is kept at the Companys registrars oce in Jersey and is available for

inspection on request The register includes information on nominee accounts and their beneficial owners

Analysis of shareholdings at 31 December 2012

issued share capital as at 31 December 2012 1265407107 ordinary shares
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About share ownership
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WPP news and updates

You can sign up to receive WPP
public monthly online nows bulletin at

wwwwppcom/subscriptions

Follow us on Twitter

wwwtwitter eom/wpp

Become ci Ian on Facebook

wwwfacebookcom/wpp

Watch us on YouTube

wwwyoutubaeom/wpp

Connect with us on Linkedln

wwwJinkedincom/company/wpp

Join the PP Circle on Googk
p1usgooglecom/wpp

For inlormation in mobile foirnat

please visit

mwppcom
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