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Overview

Actual reported fourth quarter net income of $20.3 million, or $.05 per share, reflacted higher expanses
and a sharp drop in profitability at McCann Erickson WorldGroup, the Company's largest aperating Unit,
and at Octagon Motor Sports. Fourth quarter 2001 earnings were 3964 million, or $.26 per share.

Organic revenue perfarmance continued ta imprave sequentially, declining 4.9% inthe quarer,
compared to 7.7 % for full-year 2002

Strong fourth guarter net new business of $852 million drove 2002 total to $3.2 billion of net
billings wan,

Year-end debt declined to $2.6 hillion, fram $2.3 billion year earlier, due to effective cash and warking
capital management. Cash balance at yearend was 5933 million,

In the fourth quarter, the company identified $135.8 million of pre-tax charges, primarily non-cash,
relating to asset impairments and other operating expenses related to Octagon Motor Sports. Because
the events that triggerad the impairment occurred in the third quarter, charges of $132.1 million were
appropriately recorded by restating the third quarter of 2002, The remaining $3.7 million of charges
relate to prior periads fram 2001 and 2002

Az part of the company's aggressive and extensive review of its balance sheset, $29.9 million of pre-tax
charges not related to Octagon Motor Sports were identified and recorded to prior periods in the years
1997-2002, principally reflecting adjustments to intangible asset amortization, purchase accounting and
other iterms. While not material to any prior period, these charges would have been material if
recagnized in the fourth quarter of 2002 due to abnaormally low earnings in the guarter.

MFO WorldGroup sale continues to progress.

The company intends to access the capital markets inthe near term.

Reconciliation of Reported Net Income to Net Income
Excluding Specified ltems

(Restated; $ Millions)

Comparizan between 2002 and 2001 is affected by substantial charges in both pedods forl) restrocturing and other menger-related
costs, (i) long-lived asset impaiment& other changes, (iilinvestmeant impairment, (iv) miscellane ous write-offs of operating assets and
() the nettaxeffects of these items.

In comparing peformance for 2002 with 2001, the Company has exduded these items becauze management believes the resulting
comparison better reflects the company's angoing operations. By exduding them, we ¢an focus our comp anson an the trends that hawe
a continuing effect on the company's operations.

The following table reconcles our actual repored results to our results excluding the specified items:

4Q°'02 4Q'01 YTD'D2 YTD'01
Met income (loss), as reported F 203 5 oE 4 P 995 F (534.5)

Less non-recurring iterms

Salaries and related expenses

(reduction in severance reseryes) - a0.0
Office and general expenses

fwrite- off of operating assets) - [B5.4)
Restructuring and other merger related costs - [T 1545.5)
Long-Lived Asset impairment (3.4 N27.1) (303.1)
Investment impairment - - (205.3)
Tax effect of abave items 25 42.2 3274
Total non-recurring items 5.5 =37.0 (B64.4)

Met income excluding specified items 5282 o6 4 F1596.5 $330.0




Fourth Quarter 2002

EPS $.05 vs. $0.26
— Ex non-recurring and goodwill amortization $.07 vs. $ .36
— MeCann-Erickson and Octagon Motor Sports shortfalls are principal factors
Revenue sequentially improved, but remains volatile
— Constant dollar revenue down 4.8%
— Lower revenue driven by continuing softness overseas
— G rewvenue environment weaker than planned
— Domestic revenues rose modestly for the quarter
Points of margin pressure
— Revenle declines
— Incremental severance, bad debt, professional fees

Debt declined; improved cash management and working capital discipline

Strong net new business performance

Summary
Fourth Quarter Results

{Restated; Excluding Specified kems)

Millions, except per share data
(5 PLP ] Adjusted

FAS 142
2002 2001 Change 4Q ‘01

L - - || __ - | I
Revenue $1,668.7 $1,7345 (3.8%) $1,7345
Dperating Costs 14631 1,399 6 4 5% 13996

EBITDA 205.6 3349 (38.6%) 334.9
Margin % 12.3% 19.3% 19.3%
Depreciation 54 4 536 1.5% 536
Amortization a5 616 (67.9)% 164
Income from Operations $127.7 $219.7 (41.9%) $264.9
Margin % 7.7% 12.7% 15.3%

Met Incomes : . (72.8%)
Diluted EPS ) : {73 .1%)




Summary
2002 Results

(Restated; Excluding Specified tems)

($ Millions, except per share data) Adjusted
FAS 142
2002 2001 Change ‘01

Revenue $6,203.6 $6,791.2 (8.7%) $6,791.2
Operating Costs 5.358 1 55886 (4.11% 55886

EBITDA B455 1,202.6 (29.7%) 1,2026
Margin % 13.6% 17.7%

Depreciation 204 5 2099 (2.61% 2098

Amortization 95 .0 2l (61.01% 83.0

Income from Operations $545.0 $740.5 (26.4%) $909.7
Margin % B.B% 10.9% 13.4%

Met Income $196 5 $330.0 (40.5%)
Diluted EFS $ 52 $ 88 (41.6%)

Points of Margin Pressure

(Restated; § Millions)

4Q02 4Q01
Severance Expense $26.3 $12.9

Bad Debt Expense 36.3 14 .1

Professional Fees 485 32.8




Octagon Motor Sports

{Restated; Excluding Specified Costs)

($ Millions, except per share Iltems)

4Q'02

4Q°01 ¥YTD'02  YTD'O1

$ a1
895
(24.4)
(27.1)
£ (185)

Revenue

Operating Costs

EBITDA

Income from Operations

[et Income

$ 83
t
(2.8)
(4.3)

£ (1.5)

$92.7
1727
(80.6)
(88.8)
$(70.2)

$114 .1
997
14.4
85

$ 68

Diluted EPS $ (04

¢ .00 $ (18) $ 02

2002 Net New Busin

Representative Wins

Eanlk of America
Club Med

Levi Strauss
Movartis
MerckiEzetrik
RS

EFAENergy Star

Total Wins
Total Losses

MNet New Business
billion

ess

Astra Zeneca
Life Scan
Intermune
e st
Fichemaont
Lilly

$ 4.44 billion
1.26 billion

$3.18




Fourth Quarter 2002:
Components of Revenue Change

Effects of: % Change
Organic (4.9%)

Currency Translation 1.0%
Merger-Related Losses (0.6%)
Acquisitions/Dispositions, net 0.7%

Actual Revenue Change (3.8%)

Components of Revenue Change

Effects of: % Change
Organic (7.7%)
Currency Translation 0.3%
Merger-Related Losses (0.7%)
Acquisitions/Dispositions, net (0.6%)

Actual Revenue Change (8.7%)




Organic Revenue Progression

Selected Balance Sheet ltems
(Restated; $ Millions)

December31, September 30, December31, September 30,
2002 2002 2001 2001

L | — ——— ] —
Cash & Cash Equivalents § 9330 £ B150 3 Qa5 $ BBEB
Total Debt 2,638.0 29024 EE IR iR 3.12588
Debt as % of Capital 25 7% 08.6% 51.9% B 3%
stockholders' Equity 21001 20465 1,840.1 IRt




Current Liquidity Picture

Interpublic believes that cash flow from operations together with availability on
existing lines of credit and expected refinancings thereof will be sufficient to fund

the Company's working capital needs and other obligations on a timely basis.

Total Amott Az of December 31, 2002
of Facility Qutstanding Auailable

Committed Facilities:
364 Day Revolving Credit Facility F500.0 F0.0 F500.0
A Year Revolving Credit Facility 37a.0 a0.3 3247
Other Committed Credit Facilities 157.8 31 1547

Total Committed Facilities 1,032.8 534 979.4
Uncommitted Facilities 7079 213.2 494.7
Total Credit Facilities §1,740.7 $266.6 $1,474.1

Cash & Cash Equivalents 933.0
Total Available Liquidity $2,407.1

Current Credit Picture

LThl i@ December 31,
2001

EBITDA F1.2026

Intamest Expense
EBITDA ! Interest
Tatal Debts EBITDA

164G
T
2

Dbt :
Bank Loans { ue less than 1 yean
FS00 Million Rewaher Faclity dus 50503
F275 Million F aclity due 82705
187% Converlible [ebertures due 64106
1:50% Million Converfible Notes dus 9G04
0% Million Conwvertible Motas due 1209721

- MextPutDate Dec. 2003

TEE% Senior Unsecured Motes due 1005805
T26% Senior Unsacured Motes due SMEMA
Floating R ate Hotes
Tearm Loans

Cther

Total Debt




Outlook — 2003

* Revenue is expected to decline 1-4% from
2002 level, adjusted for potential divestitures

« Earnings estimated at $.68 - $.72 per share

Conclusion

“We have major work ahead of us. The company has made
strides in improving its balance sheet and liquidity. These will
remain significant priorities for me, as will a commitment fo
achieving financial reliability and accountability, both at the
holding company and within our operating units. New business
in 2002 was strong, which attests to the vitality of our brands.

We must build on this progress by making the aggressive pursuit
of organic growth and margin improvement a top priority.

“In spite of difficult circumstances, | am confident that this year
will see us successfully lay the groundwork for predictable,
sustainable growth.”

David Bell, Chairman and CEQ, The Interpublic Group




Cautionary Statement

Thiz dowmert contais fomardlookivg stetements. Interpublic's epeeseartatives may also make forverd-koking sietements oally from ime to ime.
Stetements inthis dosument et are not histodcal facts, inchuding setements ghout Interpubic's beliefs and expectetions, paticulady regaming meent
business ard esanomis trends, the impact of liigetion, dsposibons, the mtegration of aeuisitions and esrichring costs, sonstiute foremd-ooking
stetemetts. These satemerts are based on surrerit plans, estimates ard projedions, and therefore uhdue mlEnse siould rot be plased oh them.
Forverd-oking sElements speakonly as ofthe dakthey are made, and Ikerpublic undetBkeas ro cbliggtion to updse pubslicly &ny ofthem in ligrt of
oz ivformation oF fubue et

Forward-loking sElEmerts inualue inhaert risks and weerbintes. O number of imporEntfactors sould causs achal raaitts to differ materally friom
those cordaired in sy fanuarddookivg stetement Such factors inchide, but g rot limited to, those associbed with the efects of global, reticnal and
regioral ecoromis and politisal condtions, Interpublic’s Shility to sthect rew clisrts ard retin eisting dients, e finansia sussess of Inberublic's
slierts, dewelogmerts from shanges in the reguistory and kol ewironmert for eduerisig ard marketingard communications semices companies
arurd the word and the suseessful completion and ktegation of aequisiions whidh complement and expand nerpuklic's busihess cepabilties.

Iriterpublic’s lquidity coukd ke adwersey affectad flnbepublic is uheble to aosess capitel orto rmise procesds fiom asset sales. Ihaddibon, Interpublic
aould be sdversely affected by devalpments in conpection with the puoted obss actions amd deduative suts that tis defending orthe SEC
inuestivgtion rektivg to the wsetement of it financial sEtements.

Itany given ime Inberubls may be ergaged in anumberof prdiminary diswssions thatmay resultin coeormore acouistions or dspositons. These
oppotunities moadire corddentiality and from time to ime give dse to bidding sceraros that require guick regoonses by Interpublic. Mhough thee is
uncertainty tret any of thess discussions will msultih defniive sgreements orthe completion of any trensctions, the anmouneement of any sud
transaction may leed to inceased wokdilly in the tading prive of Interpubic’s securites.

The succass of eeent or sotiemplated futue acoauistions will deperd onthe effectine mbegetion of rewlyacguired and existhyg kusivesses ino
Interpublic’s auvent operations. Imporartfactors for inbegration include ealizetion of articipated syremies and cost saungs and the ability to retein snd
attract new persariel and clients,

Ir edetion, Intepublic’s mpresertatives may from ime to ime referto "o forma® financid information. Besause %o forma” finansid information by s
uery hiature depars from tradiions aesounting conwentions, this infmation shodd rot be viewed a5 a substibe forthe infomation pepardby
Interpublic ik ascomdance wik GLAP, including the babhoe shests and steements of income ard sash flow corined n Intepublic's quaredy ard
attuE reports filed with the SEC on Foems 10-0 and 10-K

Inwestors shoukd evalize any setements made by Inbegoublic in lght of thess imporest factors.
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Revenue by Discipline

($ Millions)

Fourth Quarter
Revenue

% of %
2002 Rev 2001 Change

Marketing Communications 4481 26.9%  $470.1 (<. 7%
Marketing Intelligence 1289 T.7% 2513 6.3%
Marketing Services B 0 2% 101.9 (14.55%)

Total Marketing and
Communication Services GEd .1 39.8% 633 .3 [ 2%

Advertising & Media 1,004 6 60.2% 1,041.2 [3.5%)

Total Revenue £ 16687 1000% $1,7345 (3.8%)

Revenue by Discipline

($ Millions)

YTD
Revenue

2002 2001

Marketing Communications % 1,654.0 $1.8568
Marketing Intelligence i 4450
harketing Services 401.8 453.5

Total Marketing and
Communication Services $2.528.1 $2,756.3 406%

Advertising & Media 3,673.5 40349 594%

Total Revenue 36,2036 $6,7912  100.0%




Revenue by Region
Fourth Quarter 2002

($ Millions)

Yo % Change % Change
Revenue % Total Change Constant$ Organic

Europe $496 4 20.7% (0.4%) (6.8%) (7.2%)
AsialOther 127 4 76%  (192%)  (19.2%) (4.0%)
Latin America 64 4 39%  (332%) 17.0% 55%
Canada 40.1 24%  [189%)  [18.3%) [3.3%)

Total International  728.3 43.6% (8.8%) (10.9%) (5.2%)
Total Domestic 9404 56.4% 0.4% 0.4% (4.6%)

Total Revenue  $1,668.7 100.0% (3.8%) (4.8%) (4.9%)

Trend 03 '02: Domestic —(F.2%% International — (2 %); Wioddwide (5% constant
0202 Domestic —C12%); International — 05 %) (10 %) constant
01 '01 : Domestic —(18%); International — (10%) (2 %) constant

Revenue by Region
2002

($ Millions)

% % Change % Change
Revenue % Total Change Constant$ Organic

Europe $1.7967 29 0% _ (7 1%
AsialOther 5089 32% . (10.3%
Latin America 2545 4 1% : (4.3%
Canada 152 4 24% : (8.8%

(7 .0%)
(4 9%)
1.4%
(0 6%)

J
J
)
)

Total International 27125  43.7% 68%)  (7.6%) (5.5%)
Total Domestic 34911 563%  (10.0%) (100%)  (9.2%)

Total Revenue $6,2036 1000% (8.7%) (9.0%) (7.7%)

Trend 032 '02: Domestic —012%); International — (69%); Woddwide (10%) constant
0202 Lomestic —(14%); International — (7 %); Whoddwide (12%:) constant
21 '01: Domestic —(17 %); Internation al — (5 %:); Woddwide (14%:) constant




Fourth Quarter 2002:
Components of Change

(Restated; Excludes Specified items)

($ Millions, except per share data)

2001 Pro
Forma Acquisitions/ Loss of Tanes
FAS Dispositions, Pepsi and 2002
4TH QTR 141/142 Currency net Brands Organic Other Results

Revenue $17262 §17.5 58,7 $(10.0) §E1T) 51,6607

Dperating
Expenses 14571 22 177 (.8 176 1.505.8

Operating
Incarme 2691 (3.7 (2.0 2.2 (99.3) 154.9

Dperating Margin
Change i0.41% {0.6)% (5.3)%

Dperating
hargin 156% [(152% (14 6)% 9.3% 9.3%

Diluted EPS 036  (0.01) (0.01) (0.14)  (0.08) $0.12

Restated Earnings (1997-2002)

($ Millions)

Impact of Restatement

A. Years 2001 2000 1999 1998 1997

Metincome (loss) - as reported a2y 4) 5397 1 340 2 F361.8 F152.0
Adjustments 7.1 4.3 (3.6 1.8 1.0
Metincome (oss) - as restated 1534.5) 392.8 336.6 360.0 151.0

Earnings (loss) per share - as reported § (143 % 1.07 £ 0.64 % 1.0 F 044
Eartnings (loss) per share - as restated § (1.45) 5 106 % 0.02 $ 1.00 % 0.44

) 200 2002
B. Quarters a1 Q2 Q3 Q4 Q1 Q2 Q3

Met income {loss) - as reported F3004)  FO1E.Z) F481.1) F100.4 Dl a b R
Adjustmnents (0,83 1.0 1.3 (4.0 1.9 (2.3 Grn
Metincome (loss) - as restated A TE 4824 HE.4 9.8 109.0  (BY.E)

Earnings lose) pershare - as reported  § (008 § (0320 § (130 5027 F o1 F 029 %002
Eamings {loss) per share - asrestated ¢ o § (037 § (1.31) §026 016 0.29 (0.24)




Diluted EPS Calculation

(Restated; $ Millions)

1Q°02 2Q°02 3Q°02 4Q°02 YTD

MNet Income $598 £ 1090 $(896) $203 $995

Basic Shares 372.96 37568 Sids Sis52 27506

Add-Backs:

Stock Options and Restricted Stock  6.80 B 000@® 349 5.21
Taotal Shares (kh) 37976 382 41 ST aelad B 2

Diluted EFS $.16 $29 ¢ (024) $0.05 $0.26

A Shares are anti-dilutive

Schedule of Debt Maturities at 12/31/02

($ Millions)
Original
Issue Principal 2003 2004 2005

1.87% Comvertible
debenture $250.0
$236.1

1.80% Convettible
debenture $361.0

0% Convertible
debenture F702 .0

T7.88% Seniar
Unsecured Motest  $500.0

T.25% Seniar
Unsecured Motes $500.0

5 vear Revoking Facility $375.0
50.3

Term Loans F157 .2 $14 6 ; £75.0 157.2

Othert? $230.5 $20.8 251.3

mﬂ! FE7MM ofgaire relaked ainkres|mie sweps $326'1 $2GT'4 $E°'3 $3535 $5§'B

2. il me, mxigage payable ard Nnkmalord eegreen lines ofoed! |
$2:-808.0:




