Edgar Filing: INTERPUBLIC GROUP OF COMPANIES, INC. - Form 10-Q

INTERPUBLIC GROUP OF COMPANIES, INC.
Form 10-Q
October 26, 2017
UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
Form 10-Q
XQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
For the quarterly period ended September 30, 2017
or
OTRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
Commission file number: 1-6686
THE INTERPUBLIC GROUP OF COMPANIES, INC.
(Exact name of registrant as specified in its charter)
Delaware 13-1024020
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

909 Third Avenue, New York, New York 10022

(Address of principal executive offices) (Zip Code)

(212) 704-1200

(Registrant’s telephone number, including area code)

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yesy No~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yesy No~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See definition of “large accelerated filer,” “accelerated

filer,” “smaller reporting company,” and "emerging growth company" in Rule 12b-2 of the Exchange Act.
Large accelerated filer y Accelerated filer "
Non-accelerated filer " Smaller reporting company
(Do not check if a smaller reporting company) Emerging growth company

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ~

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
" Noy

The number of shares of the registrant’s common stock outstanding as of October 16, 2017 was 388,608,593.




Edgar Filing: INTERPUBLIC GROUP OF COMPANIES, INC. - Form 10-Q

INDEX
Page
PART 1. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited) 2
Consolidated Statements of Operations for the Three and Nine Months Ended September 30, 2017 and )
2016 =
Consolidated Statements of Comprehensive Income for the Three and Nine Months Ended September 3
30, 2017 and 2016 =
Consolidated Balance Sheets as of September 30, 2017 and December 31, 2016 4
Consolidated Statements of Cash Flows for the Nine Months Ended September 30, 2017 and 2016 5
Consolidated Statements of Stockholders’ Equity for the Nine Months Ended September 30, 2017 and 6
2016 =
Notes to Consolidated Financial Statements 8
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 20
Item 3. Quantitative and Qualitative Disclosures about Market Risk 33
Item 4. Controls and Procedures 33
PART II. OTHER INFORMATION
Item 1. Legal Proceedings 34
Item 1A.Risk Factors 34
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 34
Item 5. Other Information 34
Item 6. Exhibits 35
INDEX TO EXHIBITS 36
SIGNATURES 37
INFORMATION REGARDING FORWARD-LOOKING DISCLOSURE
This quarterly report on Form 10-Q contains forward-looking statements. Statements in this report that are not
historical facts, including statements about management’s beliefs and expectations, constitute forward-looking
statements. Without limiting the generality of the foregoing, words such as “may,” “will,” “expect,” “believe,” “anticipate,”

99 ¢

“intend,” “could,” “would,” “estimate,” “continue” or comparable terminology are intended to identify forward-looking
statements. These statements are based on current plans, estimates and projections, and are subject to change based on
a number of factors, including those outlined under Item 1A, Risk Factors, in our most recent annual report on Form
10-K. Forward-looking statements speak only as of the date they are made, and we undertake no obligation to update
publicly any of them in light of new information or future events.
Forward-looking statements involve inherent risks and uncertainties. A number of important factors could cause actual
results to differ materially from those contained in any forward-looking statement. Such factors include, but are not
limited to, the following:
potential effects of a challenging economy, for example, on the demand for our advertising and marketing
services, on our clients’ financial condition and on our business or financial condition;
our ability to attract new clients and retain existing clients;
our ability to retain and attract key employees;
risks associated with assumptions we make in connection with our critical accounting estimates, including changes in
assumptions associated with any effects of a weakened economys;
potential adverse effects if we are required to recognize impairment charges or other adverse accounting-related
developments;
risks associated with the effects of global, national and regional economic and political conditions, including
counterparty risks and fluctuations in economic growth rates, interest rates and currency exchange rates; and
developments from changes in the regulatory and legal environment for advertising and marketing and
communications services companies around the world.
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Investors should carefully consider these factors and the additional risk factors outlined in more detail under Item 1A,
Risk Factors, in our most recent annual report on Form 10-K.
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PART I — FINANCIAL INFORMATION
Item 1.Financial Statements (Unaudited)

THE INTERPUBLIC GROUP OF COMPANIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in Millions, Except Per Share Amounts)

(Unaudited)

REVENUE

OPERATING EXPENSES:
Salaries and related expenses
Office and general expenses
Total operating expenses

OPERATING INCOME

EXPENSES AND OTHER INCOME:
Interest expense

Interest income

Other (expense) income, net

Total (expenses) and other income

Income before income taxes
Provision for income taxes
Income of consolidated companies

Equity in net (loss) income of unconsolidated affiliates

NET INCOME

Net (income) loss attributable to noncontrolling interests
NET INCOME AVAILABLE TO IPG COMMON STOCKHOLDERS

Earnings per share available to IPG common stockholders:

Basic
Diluted

Weighted-average number of common shares outstanding:

Basic
Diluted

Dividends declared per common share

Three months ended
September 30,

2017

$1,902.6 $1,922.2

1,227.6
455.9
1,683.5

219.1

(21.0
4.1
9.9
(26.8

192.3
42.5
149.8
(1.0
148.8
(2.6
$146.2

$0.38
$0.37

389.5
397.2

$0.18

2016

1,228.0

486.2

1,714.2

208.0

) (21.7
4.7

) 5.3

) (11.7

196.3

63.8

132.5
) 0.2

132.7
) (4.1

$128.6

$0.32
$0.32

397.7
407.9

$0.15

The accompanying notes are an integral part of these unaudited financial statements.

2

)

)

)

Nine months ended
September 30,
2017 2016
$5,541.4 $5,582.1

3,742.3  3,726.3
1,343.8  1,400.5
5,086.1  5,126.8

455.3 455.3
(67.6 ) (68.8
14.0 16.1
(245 ) (135
(78.1 ) (66.2
377.2 389.1
115.8 91.9
261.4 297.2
0.1 (1.6
261.5 295.6
0.9 4.7

$262.4  $290.9

$0.67 $0.73
$0.66 $0.71
391.2 399.5
398.6 408.8
$0.54 $0.45
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THE INTERPUBLIC GROUP OF COMPANIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Amounts in Millions)

(Unaudited)

NET INCOME

OTHER COMPREHENSIVE INCOME (LOSS)
Foreign currency translation:

Foreign currency translation adjustments
Reclassification adjustments recognized in net income

Available-for-sale securities:

Changes in fair value of available-for-sale securities
Recognition of previously unrealized gains in net income
Income tax effect

Derivative instruments:
Recognition of previously unrealized losses in net income
Income tax effect

Defined benefit pension and other postretirement plans:

Net actuarial gains (losses) for the period

Amortization of unrecognized losses, transition obligation and prior service cost
included in net income

Settlement and curtailment losses included in net income

Other

Income tax effect

Other comprehensive income (loss), net of tax

TOTAL COMPREHENSIVE INCOME

Less: comprehensive income (loss) attributable to noncontrolling interests
COMPREHENSIVE INCOME ATTRIBUTABLE TO IPG

Three months Nine months

ended ended
September 30, September 30,
2017 2016 2017 2016

$148.8 $132.7 $261.5 $295.6

29.2 44 114.0 435
1.5 42 )18 23
30.7 0.2 115.8 458
0.1 )02 0.0 0.4
07 H)Y@©1 H)©7 )13
0.1 0.1 0.1 0.1
0.7 )02 0.6 ) (0.8
0.5 0.5 1.6 1.5
02 )@©2 )@©6 )6
0.3 0.3 1.0 0.9
8.2 (792 ) 9.0 (784
1.7 1.2 5.2 3.7
4.0 0.1 4.0 0.3
0.0 0.0 0.6 )00
2.8 ) 13.0 (34 ) 125
11.1 (649 ) 142 (61.9
41.4 (642 ) 1304 (16.0
190.2  68.5 3919 279.6
25 54 03 )59
$187.7 $63.1 $392.2 $273.7

The accompanying notes are an integral part of these unaudited financial statements.
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THE INTERPUBLIC GROUP OF COMPANIES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Amounts in Millions)

(Unaudited)

September 30, December 31,

2017 2016
ASSETS:
Cash and cash equivalents $704.9 $1,097.6
Accounts receivable, net of allowance of $45.8 and $55.7, respectively 3,696.1 4,389.7
Expenditures billable to clients 1,742.3 1,518.1
Assets held for sale 8.3 203.2
Other current assets 312.2 229.4
Total current assets 6,463.8 7,438.0
Property and equlpment, net of accumulated depreciation of $1,045.5 6375 622.0
and $961.6, respectively
Deferred income taxes 270.9 220.3
Goodwill 3,799.9 3,674.4
Other non-current assets 544.0 530.5
TOTAL ASSETS $11,716.1 $12,485.2
LIABILITIES:
Accounts payable $5,561.1 $6,303.6
Accrued liabilities 550.7 794.0
Short-term borrowings 511.8 85.7
Current portion of long-term debt 301.9 3239
Liabilities held for sale 20.8 198.8
Total current liabilities 6,946.3 7,706.0
Long-term debt 1,285.0 1,280.7
Deferred compensation 457.2 480.7
Other non-current liabilities 749.4 708.3
TOTAL LIABILITIES 9,437.9 10,175.7
Redeemable noncontrolling interests (see Note 4) 238.0 252.8
STOCKHOLDERS’ EQUITY:
Common stock 39.9 394
Additional paid-in capital 1,235.7 1,199.2
Retained earnings 1,849.8 1,804.3
Accumulated other comprehensive loss, net of tax (832.7 ) (962.5 )

2,292.7 2,080.4
Less: Treasury stock (279.3 ) (63.3 )
Total IPG stockholders’ equity 2,013.4 2,017.1
Noncontrolling interests 26.8 39.6
TOTAL STOCKHOLDERS’ EQUITY 2,040.2 2,056.7
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $11,716.1 $12,485.2

The accompanying notes are an integral part of these unaudited financial statements.
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THE INTERPUBLIC GROUP OF COMPANIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Millions)

(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income

Adjustments to reconcile net income to net cash used in operating activities:
Depreciation and amortization of fixed assets and intangible assets
Provision for uncollectible receivables

Amortization of restricted stock and other non-cash compensation

Net amortization of bond discounts and deferred financing costs

Deferred income tax (benefit) provision

Net losses on sales of businesses

Other

Changes in assets and liabilities, net of acquisitions and divestitures, providing (using) cash:

Accounts receivable

Expenditures billable to clients

Other current assets

Accounts payable

Accrued liabilities

Other non-current assets and liabilities

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures

Acquisitions, net of cash acquired

Other investing activities

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Repurchases of common stock

Common stock dividends

Acquisition-related payments

Tax payments for employee shares withheld

Repayments of long-term debt

Distributions to noncontrolling interests

Net increase (decrease) in short-term borrowings

Exercise of stock options

Other financing activities

Net cash used in financing activities

Effect of foreign exchange rate changes on cash, cash equivalents and restricted cash
Net decrease in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of period
Cash, cash equivalents and restricted cash at end of period

The accompanying notes are an integral part of these unaudited financial statements.

Nine months

ended
September 30,
2017 2016

$261.5 $295.6

1245  117.5
9.5 13.6
59.8 59.0
4.2 4.2
1.6 )26
20.9 16.1
16.1 29.8
875.8  666.3

(165.9 ) (241.2)
(48.2 ) (20.6 )
(986.4 ) (688.4)
(287.8 ) (207.9)
214 ) @35 )
(139.0) (269 )

(108.7 ) (114.5)
(226 ) @479 )
92 Y61 o)
(140.5) (167.5)

(216.0 ) (193.3)
(211.2) (179.6 )
(49.1 ) (36.7 )
(384 ) (22.7 )
236 ) 1.1 )
(169 ) (10.8 )
4299 (339 )
12.1 10.2

0.1 1.0

(113.1) (466.9 )
0.4 50.7

(392.2) (610.6 )
1,100.2 1,506.1
$708.0 $895.5
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THE INTERPUBLIC GROUP OF COMPANIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(Amounts in Millions)

(Unaudited)
Accumulated
Common Additional Retained Other Treasu Total IPG Noncontrol %tal
Stock Paid-In ) Comprehensbve y Stockholderi’ td%kholders’
Capital Earnings Loss, Net tock Equity nterests Equity
Shares Amount p ’
of Tax
Balance at
December 31, 2016 3943 $394 $1,199.2 $1,804.3 $(962.5 ) $(63.3 ) $2,017.1 $39.6 $2,056.7
Net income 262.4 262.4 0.9 ) 261.5
Other comprehensive 129.8 129.8 0.6 130.4
income
Reclassifications
related to rede.emable 73 73
noncontrolling
interests
Distributions to
noncontrolling (17.5 ) (7.5 )
interests
Change in redemption
value of redeemable 4.6 ) 4.6 ) 4.6 )
noncontrolling ’ ' '

interests
Repurchases of
common stock (216.0 ) (216.0 ) (216.0 )
Common stock
dividends 2112 ) 2112 ) 2112 )
Stock-based 56 06 629 63.5 63.5
compensation
Exercise of stock | o1 45 12.2 12.2
options
Shares withheld for
(axes (1.6 ) (0.2 ) (385 ) (38.7 ) (38.7 )
Other (1.1 ) (1.1 ) (2.3 ) (3.4 )

Balance at September

30. 2017 3994 $399 $1,235.7 $1,849.8 $(832.7 ) $(279.3) $2,013.4 $26.8 $2,040.2

The accompanying notes are an integral part of these unaudited financial statements.
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THE INTERPUBLIC GROUP OF COMPANIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’

(Amounts in Millions)
(Unaudited)

Common

Stock Additional

Paid-In Retained

Shares Amount Capital Earnings

Balance at
December 31, 2015
Net income
Other comprehensive
(loss) income
Reclassifications
related to redeemable
noncontrolling
interests
Distributions to
noncontrolling
interests
Change in redemption
value of redeemable
noncontrolling
interests
Repurchases of
common stock
Common stock
dividends
Stock-based
compensation
Exercise of stock
options
Shares withheld for
taxes
Other
Balance at September
30, 2016

4044 $404 $1,404.1 $1,437.6

290.9

(1.3 )

(179.6 )

3.5 0.3 88.2

1.2 0.1 10.2

(1.1 ) 0.1 ) (229 )
1.6 (1.0 )

408.0 $40.7 $1,481.2 $1,546.6

EQUITY - (CONTINUED)

Accumulated
Other Treasu Total IPG Noncontrol %tal
Comprehensbve y Stockholderi’ {gekholders’
tock . nterests .
Loss, Net Equity Equity
of Tax
$(845.6 ) $(71.0 ) $1,965.5 $36.3 $2,001.8
290.9 4.7 295.6
(17.2 ) (17.2 ) 1.2 (16.0 )
0.5 0.5
(10.8 ) (10.8 )
(1.3 ) (1.3 )
(193.3 ) (1933 ) (1933 )
(1796 ) (1796 )
88.5 88.5
10.3 10.3
23.0 ) (23.0 )
0.6 2.2 2.8
$(862.8 ) $(264.3) $1,941.4 § 34.1 $1,975.5

The accompanying notes are an integral part of these unaudited financial statements.
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Notes to Consolidated Financial Statements

(Amounts in Millions, Except Per Share Amounts)

(Unaudited)

Note 1: Basis of Presentation

The unaudited Consolidated Financial Statements have been prepared by The Interpublic Group of Companies, Inc.
and its subsidiaries (the "Company," "IPG," "we," "us" or "our") in accordance with accounting principles generally
accepted in the United States of America ("U.S. GAAP") and pursuant to the rules and regulations of the Securities
and Exchange Commission (the "SEC") for reporting interim financial information on Form 10-Q. Accordingly, they
do not include certain information and disclosures required for complete financial statements. The preparation of
financial statements in conformity with U.S. GAAP requires us to make judgments, assumptions and estimates that
affect the amounts reported and disclosed. Actual results could differ from these estimates and assumptions. The
consolidated results for interim periods are not necessarily indicative of results for the full year and should be read in
conjunction with our 2016 Annual Report on Form 10-K.

In the opinion of management, these unaudited Consolidated Financial Statements include all adjustments, consisting
only of normal and recurring adjustments necessary for a fair statement of the information for each period contained
therein. Certain reclassifications and immaterial revisions have been made to prior-period financial statements to
conform to the current-period presentation.

Note 2: Debt and Credit Arrangements
Long-Term Debt
A summary of the carrying amounts and fair values of our long-term debt is listed below.
September 30,  December 31,

. 2017 2016
Effective Fai Fai
Interest Rate Book I Book air
Value Value
Value , Value )
;.02?;70 Senior Notes due 2017 (less unamortized issuance costs of 230% $2999 $3002 $299.4 $301.4
4.00% Senior Notes due 2022 (less unamortlzed discount and 413% 2475 2585 247.0 258 4
issuance costs of $1.4 and $1.1, respectively)
3.75% Senior Notes due 2023 (less unamortlzed discount and 4329% 4970 5205 496.6 5033
issuance costs of $0.8 and $2.2, respectively)
4.20% Senior Notes due 2024 (less unamortlzed discount and 4.249% 496.6 5270 496 5116
issuance costs of $0.7 and $2.7, respectively)
Other notes payable and capitalized leases 45.9 459 654 65.4
Total long-term debt 1,586.9 1,604.6
Less: current portion 301.9 323.9
Long-term debt, excluding current portion $1,285.0 $1,280.7

1See Note 11 for information on the fair value measurement of our long-term debt.

Credit Agreements

We maintain a committed corporate credit facility, which has been amended and restated from time to time (the
"Credit Agreement"). We use our Credit Agreement to increase our financial flexibility, to provide letters of credit
primarily to support obligations of our subsidiaries and to support our commercial paper program. The Credit
Agreement is a revolving facility, expiring in October 2020, under which amounts borrowed by us or any of our
subsidiaries designated under the Credit Agreement may be repaid and reborrowed, subject to an aggregate lending
limit of $1,000.0, or the equivalent in other specified currencies. The Company has the ability to increase the
commitments under the Credit Agreement from time to time by an additional amount of up to $250.0, provided the
Company receives commitments for such increases and satisfies certain other conditions. The aggregate available

12
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amount of letters of credit outstanding may decrease or increase, subject to a sublimit on letters of credit of $200.0, or
the equivalent in other specified currencies. Our obligations under the Credit Agreement are unsecured. As of
September 30, 2017, there were no borrowings under the Credit Agreement; however, we had $8.4 of letters of credit
under the Credit Agreement, which reduced our total availability to $991.6. We were in compliance with all of our
covenants in the Credit Agreement as of September 30, 2017.

On October 25, 2017, we amended and restated our Credit Agreement. See Note 14 for further discussion.

8
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Notes to Consolidated Financial Statements — (continued)
(Amounts in Millions, Except Per Share Amounts)
(Unaudited)

We also have uncommitted lines of credit with various banks which permit borrowings at variable interest rates and
which are primarily used to fund working capital needs. We have guaranteed the repayment of some of these
borrowings made by certain subsidiaries. If we lose access to these credit lines, we would have to provide funding
directly to some of our international operations. As of September 30, 2017, the Company had uncommitted lines of
credit in an aggregate amount of $916.8, under which we had outstanding borrowings of $152.5 classified as
short-term borrowings on our Consolidated Balance Sheet. The average amount outstanding during the third quarter of
2017 was $124.7, with a weighted-average interest rate of approximately 3.1%.

Commercial Paper

In June 2017, the Company established a commercial paper program under which the Company was authorized to
issue unsecured commercial paper up to a maximum aggregate amount outstanding at any time of $1,000.0.
Borrowings under the program are supported by the Credit Agreement described above. Proceeds of the commercial
paper will be used for working capital and general corporate purposes, including the repayment of maturing
indebtedness and other short-term liquidity needs. The maturities of the commercial paper vary but may not exceed
397 days from the date of issue. As of September 30, 2017, the Company had outstanding commercial paper of $359.3
classified as short-term borrowings on our Consolidated Balance Sheet. The average amount outstanding under the
program during the third quarter of 2017 was $488.2, with a weighted-average interest rate of 1.4% and a
weighted-average maturity of fourteen days.

On October 25, 2017, the Company increased the maximum aggregate amount outstanding at any time under our
commercial paper program from $1,000.0 to $1,500.0. See Note 14 for further discussion.

Note 3: Earnings Per Share
The following sets forth basic and diluted earnings per common share available to IPG common stockholders.
Three months Nine months
ended ended
September 30, September 30,
2017 2016 2017 2016
Net income available to IPG common stockholders $146.2 $128.6 $262.4 $290.9

Weighted-average number of common shares outstanding - basic ~ 389.5 397.7 391.2 399.5
Dilutive effect of stock options and restricted shares 7.7 102 74 9.3
Weighted-average number of common shares outstanding - diluted 397.2 407.9 398.6 408.8

Earnings per share available to IPG common stockholders:
Basic $0.38 $0.32 $0.67 $0.73
Diluted $0.37 $0.32 $0.66 $0.71

Note 4: Acquisitions

We continue to evaluate strategic opportunities to expand our industry expertise, strengthen our position in
high-growth and key strategic geographical markets and industry sectors, advance our technological capabilities and
improve our operational efficiency through both acquisitions and increased ownership interests in current investments.
Our acquisitions typically provide for an initial payment at the time of closing and additional contingent purchase
price payments based on the future performance of the acquired entity. We have entered into agreements that may
require us to purchase additional equity interests in certain consolidated and unconsolidated subsidiaries. The amounts
at which we record these transactions in our financial statements are based on estimates of the future financial
performance of the acquired entity, the timing of the exercise of these rights, foreign currency exchange rates and

14



Edgar Filing: INTERPUBLIC GROUP OF COMPANIES, INC. - Form 10-Q

other factors.

During the first nine months of 2017, we completed seven acquisitions, including a strategic communications agency
based in the U.K., an independent creative agency based in the U.K., a retail branding and design firm based in the
U.S., a content creation and marketing agency based in the Netherlands, an independent media agency and digital
consultancy based in Finland, and an integrated marketing communications agency based in Canada. All seven of our
acquisitions were included in the Integrated Agency Networks ("IAN") operating segment. During the first nine
months of 2017, we recorded approximately $48.1 of goodwill and intangible assets related to our acquisitions.
During the first nine months of 2016, we completed nine acquisitions, including a product and service design
consultancy based in the U.S., an integrated healthcare marketing communications agency based in the U.S., a content
creation and digital agency with offices in the U.S. and the U.K., a mobile consultancy and application development
agency based in the UK., a

9
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Notes to Consolidated Financial Statements — (continued)
(Amounts in Millions, Except Per Share Amounts)
(Unaudited)

branded content production agency specializing in sports and entertainment based in Australia, a full-service public
relations and digital agency based in China, a search engine optimization and digital content marketing agency based
in the U.K., a mobile focused digital agency based in the U.K. and a business consultancy services agency based in
Australia. Of our nine acquisitions, three were included in the IAN operating segment, and six were included in the
Constituency Management Group ("CMG") operating segment. During the first nine months of 2016, we recorded
approximately $147.9 of goodwill and intangible assets related to our acquisitions, primarily in CMG.
The results of operations of our acquired companies were included in our consolidated results from the closing date of
each acquisition. Details of cash paid for current and prior years' acquisitions are listed below.

Nine months

ended
September 30,
2017 2016

Cost of investment: current-year acquisitions $28.1  $61.0
Cost of investment: prior-year acquisitions  50.0 37.2

Less: net cash acquired 6.4 ) (13.6 )
Total cost of investment 71.7 84.6
Operating payments ! 37.5 18.7
Total cash paid for acquisitions 2 $109.2 $103.3

Represents cash payments for amounts that have been recognized in operating expenses since the date of acquisition
1either relating to adjustments to estimates in excess of the initial value of contingent payments recorded or were

contingent upon the future employment of the former owners of the acquired companies. Amounts are reflected in

the operating section of the unaudited Consolidated Statements of Cash Flows.

Of the total cash paid for acquisitions, $22.6 and $47.9 for the nine months ended September 30, 2017 and 2016,

respectively, are classified under the investing section of the unaudited Consolidated Statements of Cash Flows, as

acquisitions, net of cash acquired. These amounts relate to initial payments for new transactions. Of the total cash

paid for acquisitions, $49.1 and $36.7 for the nine months ended September 30, 2017 and 2016, respectively, are

classified under the financing section of the unaudited Consolidated Statements of Cash Flows as acquisition-related

payments. These amounts relate to deferred payments and increases in our ownership interest for prior acquisitions.
Many of our acquisitions include provisions under which the noncontrolling equity owners may require us to purchase
additional interests in a subsidiary at their discretion. Redeemable noncontrolling interests are adjusted quarterly to
their estimated redemption value, but not less than their initial fair value. Any adjustments to the redemption value
impact retained earnings, except for foreign currency translation adjustments.
The following table presents changes in our redeemable noncontrolling interests.

Nine months

ended

September 30,

2017 2016
Balance at beginning of period $252.8 $251.9
Change in related noncontrolling interests balance 95 H)Yas )
Changes in redemption value of redeemable noncontrolling interests:
Additions 34 6.8
Redemptions and other (18.5 ) (14.8 )
Redemption value adjustments 9.8 4.5
Balance at end of period $238.0 $246.9
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Note 5: Supplementary Data
Accrued Liabilities

The following table presents the components of accrued liabilities.
September 30, December 31,

2017 2016
Salaries, benefits and related expenses $ 341.3 $ 499.0
Acquisition obligations 53.2 77.5
Office and related expenses 48.8 46.7
Interest 17.0 17.3
Other 90.4 153.5
Total accrued liabilities $ 550.7 $ 794.0

Other (Expense) Income, Net
Results of operations for the three and nine months ended September 30, 2017 and 2016 include certain items that are
not directly associated with our revenue-producing operations.

Three

months Nine months
ended ended
September  September 30,
30,

2017 2016 2017 2016
Net (losses) gains on sales of businesses and investments $(6.2) $3.9 $(18.3) $(14.6)
Other (expense) income, net 37 )14 (62 )11
Total other (expense) income, net $09.9) $5.3 $(24.5) $(13.5)
Net (Losses) Gains on Sales of Businesses and Investments — During the three and nine months ended September 30,
2017, the amounts recognized are primarily related to sales of businesses and the classification of certain assets and
liabilities, consisting primarily of accounts receivable and accounts payable, respectively, as held for sale within our
IAN operating segment. During the three and nine months ended September 30, 2016, the amounts recognized are
primarily related to sales of businesses within our IAN operating segment.

Share Repurchase Program
In February 2017, our Board of Directors (the "Board") authorized a new share repurchase program to repurchase
from time to time up to $300.0, excluding fees, of our common stock (the "2017 Share Repurchase Program"), which
was in addition to the remaining amount available to be repurchased from the $300.0 authorization made by the Board
in February 2016 (the "2016 Share Repurchase Program").
We may effect such repurchases through open market purchases, trading plans established in accordance with SEC
rules, derivative transactions or other means. We expect to continue to repurchase our common stock in future
periods, although the timing and amount of the repurchases will depend on market conditions and other funding
requirements.
The following table presents our share repurchase activity under our share repurchase programs for the nine months
ended September 30, 2017 and 2016.

Nine months

ended

September 30,

2017 2016
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Number of shares repurchased 9.4 8.5

Aggregate cost, including fees $216.0 $193.3

Average price per share, including fees $22.92 $22.69

We fully utilized the 2016 Share Repurchase Program during the third quarter of 2017. As of September 30, 2017,
$239.5, excluding fees, remains available for repurchase under the 2017 Share Repurchase Program. The 2017 Share
Repurchase Program has no expiration date.

11
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Note 6: Income Taxes

For the three and nine months ended September 30, 2017, our effective income tax rates of 22.1% and 30.7%,
respectively, were positively impacted by a benefit of $31.2 related to foreign tax credits from distributions of
unremitted earnings, partially offset by losses in certain foreign jurisdictions where we receive no tax benefit due to
100% valuation allowances and by losses on sales of businesses, and the classification of certain assets as held for
sale, for which we did not receive a full tax benefit. For the nine months ended September 30, 2017, our effective
income tax rate was positively impacted by excess tax benefits on employee share-based payments, the majority of
which is typically recognized in the first quarter due to the timing of the vesting of awards.

We have various tax years under examination by tax authorities in various countries, and in various states, such as
New York, in which we have significant business operations. It is not yet known whether these examinations will, in
the aggregate, result in our paying additional taxes. We believe our tax reserves are adequate in relation to the
potential for additional assessments in each of the jurisdictions in which we are subject to taxation. We regularly
assess the likelihood of additional tax assessments in those jurisdictions and, if necessary, adjust our reserves as
additional information or events require.

With respect to all tax years open to examination by U.S. federal, various state and local, and non-U.S. tax authorities,
we currently anticipate that total unrecognized tax benefits will decrease by an amount between $25.0 and $35.0 in the
next twelve months, a portion of which will affect our effective income tax rate, primarily as a result of the settlement
of tax examinations and the lapsing of statutes of limitations.

We are effectively settled with respect to U.S. federal income tax audits through 2012, with the exception of 2009.
With limited exceptions, we are no longer subject to state and local income tax audits for years prior to 2007 or
non-U.S. income tax audits for years prior to 2006.

Note 7: Incentive Compensation Plans
We issue stock-based compensation and cash awards to our employees under a plan established by the Compensation
and Leadership Talent Committee of the Board of Directors (the “Compensation Committee”) and approved by our
shareholders.
We issued the following stock-based awards under the 2014 Performance Incentive Plan (the "2014 PIP") during the
nine months ended September 30, 2017.

Weighted-average

Awards grant-date fair value

(per award)
Stock-settled awards 0.8 $ 2420
Performance-based awards 4.8 $ 20.06
Total stock-based compensation awards 5.6
During the nine months ended September 30, 2017, the Compensation Committee granted performance cash awards
and restricted cash awards under the 2014 PIP with a total target value of $54.3 and $2.8, respectively. Cash awards
are expensed over the vesting period, which is typically three years.

Note 8: Accumulated Other Comprehensive Loss, Net of Tax
The following tables present the changes in accumulated other comprehensive loss, net of tax, by component.
Foreign Available-for-SBlerivative Defined Total

Currency  Securities InstrumentBenefit

Translation Pension and

Adjustments Other
Postretirement
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Plans
Balance as of December 31, 2016 $(716.7 ) $ 0.6 $ 84 ) $(238.0 ) $(962.5)
Other comprehensive income before reclassifications 113.4 0.0 0.0 6.3 119.7
Amount recl.ass1f1ed from accumulated other 18 0.6 ) 1.0 79 10.1
comprehensive loss, net of tax
Balance as of September 30, 2017 $@©01.5 ) $ 0.0 $ (74 ) $(2238 ) $(832.7)

12
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Defined
Foreign Benefit
Currency  Available-for-SBlerivative Pension and
. .. Total
Translation Securities InstrumentOther
Adjustments Postretirement
Plans
Balance as of December 31, 2015 $(6656 )$ 1.3 $0.6 ) $U71.7 ) $(845.6)
Other comprehensive income before reclassifications 42.3 0.4 0.0 (65.0 ) 223 )
Amount recl'assified from accumulated other )3 (12 ) 09 31 51
comprehensive loss, net of tax
Balance as of September 30, 2016 $6210 )$ 05 $@87 ) $(2336 ) $(862.8)

Amounts reclassified from accumulated other comprehensive loss, net of tax, for the three and nine months ended
September 30, 2017 and 2016 are as follows:

Three Nine months
months ended
ended Affected Line Item in the Consolidated
September .
September Statements of Operations
30 30,
2017 2016 2017 2016
Foreign currency translation adjustments ! $1.5 $(4.2) $1.8 $2.3 Other (expense) income, net
Gains on available-for-sale securities (0.7) (0.1 ) (0.7 ) (1.3 ) Other (expense) income, net
Losses on derivative instruments 05 0.5 1.6 1.5 Interest expense

Amortization of defined benefit pension and
postretirement plan items

Tax effect (0.6) (0.4 ) (1.8 ) (1.4) Provision for income taxes
Total amougt reclassified from accumulated other$ 64 $(2.9) $10.1 $5.1

comprehensive loss, net of tax

57 1.3 9.2 4.0  Other (expense) income, net

1These foreign currency translation adjustments are primarily a result of the sales of businesses.

Note 9: Employee Benefits

We have a defined benefit pension plan that covers certain U.S. employees (the “Domestic Pension Plan”’). We also have
numerous funded and unfunded plans outside the U.S. The Interpublic Limited Pension Plan in the U.K. is a defined
benefit plan and is our most material foreign pension plan in terms of the benefit obligation and plan assets. Some of

our domestic and foreign subsidiaries provide postretirement health benefits and life insurance to eligible employees
and, in certain cases, their dependents. The domestic postretirement benefit plan is our most material postretirement
benefit plan in terms of the benefit obligation. Certain immaterial foreign pension and postretirement benefit plans

have been excluded from the table below.

The components of net periodic cost for the Domestic Pension Plan, the significant foreign pension plans and the
domestic postretirement benefit plan are listed below.

Domestic
Domestic Pension Plan Foreign Pension Plans Postretirement
Benefit Plan
Three months ended September 30, 2017 2016 2017 2016 2017 2016
Service cost $ 0.0 $ 0.0 $ 1.0 $ 24 $0.0 $00

22



Edgar Filing: INTERPUBLIC GROUP OF COMPANIES, INC. - Form 10-Q

Interest cost

Expected return on plan assets
Settlements and curtailments
Amortization of:

Prior service cost (credit)
Unrecognized actuarial losses
Net periodic cost

13

1.3
(1.5
0.0

0.0
0.3
$ 0.1

)

1.4
(1.5
0.0

0.0
0.3
$ 02

)

34
4.5
4.0

0.1
1.4
$ 54

)

4.1
4.9
0.1

0.1
0.9
$ 2.7

)

0.3 0.4
0.0 0.0
0.0 0.0
0.1 ) (0.1 )
0.0 0.0
$02 $03
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Domestic
Domestic Pension Plan Foreign Pension Plans Postretirement
Benefit Plan
Nine months ended September 30, 2017 2016 2017 2016 2017 2016
Service cost $ 0.0 $ 0.0 $ 29 $ 7.3 $00 $0.0
Interest cost 3.8 4.4 10.0 13.3 0.9 1.1
Expected return on plan assets 4.6 ) 4.9 ) (132 ) (155 ) 0.0 0.0
Settlements and curtailments 0.0 0.0 4.0 0.3 0.0 0.0
Amortization of:
Prior service cost (credit) 0.0 0.0 0.1 0.1 0.1 ) (0.1 )
Unrecognized actuarial losses 1.1 1.0 4.1 2.7 0.0 0.0
Net periodic cost $ 03 $ 05 $ 79 $ 82 $08 $1.0

The components of net periodic cost other than the service cost component are included in the line item “Other
(expense) income, net” in the Consolidated Statements of Operations.

During the nine months ended September 30, 2017, we contributed $2.3 and $13.0 of cash to our domestic and foreign
pension plans, respectively. For the remainder of 2017, we expect to contribute approximately $0.3 and $5.0 of cash to
our domestic and foreign pension plans, respectively.

14
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Note 10: Segment Information

As of September 30, 2017, we have two reportable segments: IAN and CMG. IAN is comprised of McCann
Worldgroup, Foote, Cone & Belding ("FCB"), MullenLowe Group, IPG Mediabrands, our digital specialist agencies
and our domestic integrated agencies. CMG is comprised of a number of our specialist marketing services offerings.
We also report results for the “Corporate and other” group. The profitability measure employed by our chief operating
decision maker for allocating resources to operating divisions and assessing operating division performance is
segment operating income (loss). Segment information is presented consistently with the basis described in our 2016
Annual Report on Form 10-K.

Summarized financial information concerning our reportable segments is shown in the following tables.

Three months ended Nine months ended

September 30, September 30,

2017 2016 2017 2016
Revenue:
IAN $1,520.2  $1,503.2 $4,465.6 $4,453.3
CMG 382.4 419.0 1,075.8 1,128.8
Total $1,902.6 $1,922.2 $5,541.4 $5,582.1
Segment operating income (loss):
IAN $183.9 $184.1 $402.1  $424.1
CMG 50.1 54.8 127.4 125.2
Corporate and other (14.9 ) (30.9 ) (742 ) (940 )
Total 219.1 208.0 455.3 455.3
Interest expense (21.0 ) (21.7 ) (67.6 ) (688 )
Interest income 4.1 4.7 14.0 16.1
Other (expense) income, net 9.9 )53 245 ) A3s5 )
Income before income taxes $192.3 $196.3 $377.2  $389.1
Depreciation and amortization of property and equipment and
intangible assets:
IAN $30.7 $29.1 $90.8 $85.9
CMG 4.6 4.9 15.2 14.6
Corporate and other 6.9 5.7 18.5 17.0
Total $42.2 $39.7 $1245 $117.5
Capital expenditures:
IAN $29.3 $39.7 $77.9 $86.9
CMG 6.2 4.7 12.9 8.4
Corporate and other 43 7.1 17.9 19.2
Total $39.8 $51.5 $108.7 $114.5

September 3December 31,

2017 2016
Total assets:
IAN $10,257.7 $10,660.0
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CMG 1,433.4 1,428.3
Corporate and other 25.0 396.9
Total $11,716.1 $12,485.2
15
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Note 11: Fair Value Measurements
Authoritative guidance for fair value measurements establishes a fair value hierarchy which requires us to maximize
the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. There are three
levels of inputs that may be used to measure fair value:
Unadjusted quoted prices in active markets for identical assets or liabilities. An active market for the
Level 1 asset or liability is a market in which transactions for the asset or liability occur with sufficient
frequency and volume to provide pricing information on an ongoing basis.

Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities;
Level 2 quoted prices in markets that are not active; or other inputs that are observable or can be corroborated
by observable market data for substantially the full term of the assets or liabilities.

Unobservable inputs that are supported by little or no market activity and that are significant to the
fair value of the assets or liabilities.

Financial Instruments that are Measured at Fair Value on a Recurring Basis

We primarily apply the market approach to determine the fair value of financial instruments that are measured at fair
value on a recurring basis. There were no changes to our valuation techniques used to determine the fair value of
financial instruments during the nine months ended September 30, 2017. The following tables present information
about our financial instruments measured at fair value on a recurring basis as of September 30, 2017 and

December 31, 2016, and indicate the fair value hierarchy of the valuation techniques utilized to determine such fair
value.

Level 3

September 30, 2017

Level 1 Level 2 Level 3 Total Balance Sheet Classification

Assets

Cash equivalents $153.2 $00 $0.0 $153.2  Cash and cash equivalents
Short-term marketable securities 0.1 0.0 0.0 0.1 Other current assets
Long-term investments 0.4 0.0 0.0 0.4 Other non-current assets
Total $153.7 $0.0 $0.0 $153.7

As a percentage of total assets 1.3 %00 %00 %13 %

Liabilities

Contingent acquisition obligations 1 $0.0 $0.0 $1642 $164.2

December 31, 2016

Level 1 Level 2 Level 3 Total Balance Sheet Classification

Assets

Cash equivalents $440.8 $0.0 $0.0 $440.8  Cash and cash equivalents
Short-term marketable securities 3.0 0.0 0.0 3.0 Other current assets
Long-term investments 0.4 0.0 0.0 0.4 Other non-current assets
Total $4442 $00 $0.0 $444.2

As a percentage of total assets 36 %00 % 00 %36 %

Liabilities
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Contingent acquisition obligations ! $0.0 $0.0 $2054 $205.4

Contingent acquisition obligations includes deferred acquisition payments and unconditional obligations to purchase
additional noncontrolling equity shares of consolidated subsidiaries. Fair value measurement of the obligations is
based upon actual and projected operating performance targets as specified in the related agreements. The decrease
in this balance of $41.2 from December 31, 2016 to September 30, 2017 is primarily due to payments of $91.4,
partially offset by acquisitions and exercised options of $38.2. The amounts payable within the next twelve months
are classified in accrued liabilities; any amounts payable thereafter are classified in other non-current liabilities.
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Financial Instruments that are not Measured at Fair Value on a Recurring Basis

The following table presents information about our financial instruments that are not measured at fair value on a
recurring basis as of September 30, 2017 and December 31, 2016, and indicates the fair value hierarchy of the
valuation techniques utilized to determine such fair value.

September 30, 2017 December 31, 2016
%evelLevel 2 Level 3 Total %evelLevel 2 Level 3 Total

Total long-term debt $0.0 $1,606.2 $45.9 $1,652.1 $0.0 $1,574.7 $65.4 $1,640.1

Our long-term debt is comprised of senior notes and other notes payable. The fair value of our senior notes traded
over-the-counter is based on quoted prices for such securities, but for which fair value can also be derived from inputs
that are readily observable. Therefore, these senior notes are classified as Level 2 within the fair value hierarchy. Our
other notes payable are not actively traded, and their fair value is not solely derived from readily observable inputs.
Thus, the fair value of our other notes payable is determined based on proprietary valuation methods and therefore are
classified as Level 3 within the fair value hierarchy. See Note 2 for further information on our long-term debt.
Non-financial Assets and Liabilities that are Measured at Fair Value on a Recurring Basis

Certain non-financial assets and liabilities are measured at fair value on a recurring basis, primarily accrued
restructuring charges.

Non-financial Assets and Liabilities that are Measured at Fair Value on a Nonrecurring Basis

Certain non-financial assets and liabilities are measured at fair value on a nonrecurring basis, primarily goodwill,
intangible assets, and property and equipment. Accordingly, these assets are not measured and adjusted to fair value
on an ongoing basis but are subject to periodic evaluations for potential impairment.

Note 12: Commitments and Contingencies

Legal Matters

We are involved in various legal proceedings, and subject to investigations, inspections, audits, inquiries and similar
actions by governmental authorities, arising in the normal course of business. The types of allegations that arise in
connection with such legal proceedings may vary in nature, but can include claims related to contract, employment,
tax and intellectual property matters. We evaluate all cases each reporting period and record liabilities for losses from
legal proceedings when we determine that it is probable that the outcome in a 