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GROSVENOR CASINOS LIMITED
DIRECTORS’ REPORT

The directors present therr report and financial statements for the 18 months ended 30 June 2012 The
comparative period covers 12 months to 31 December 2010

Business review and principal activities
The Company 1s a imited company incorporated and dormiciled in England and Wales

The pnncipal activity of the Company 1s the operation of a number of clubs in the UK providing gaming and
restaurant facilities for members

The results for the Company show a pre-tax profit of £35 3m for the 18 month period (12 months ended 31
December 2010 £29 7m) and revenue of £352 4m (12 months ended 31 December 2010 £221 1m) In
2012 the Company recorded exceptional income of £1 3m (12 months ended 31 December 2010 £8 Sm})
and incurred exceptional costs of £11 1m (12 months ended 31 December 2010 £0 9m)

On 3 March 2011, the entire 1ssued ordinary share capital of the Company was transferred from Rank
Group Gaming Division Limited to Rank Gaming Group Limited Both Rank Group Gaming Division Limited
and Rank Gaming Group Limited are wholly owned subsidiary undertakings of The Rank Group Pic

On 21 October 2011, the company changed i1ts accounting reference date to 30 June This extends the
current accounting period to 18 months to cover the period from 1 January 2011 to 30 June 2012 The
comparative period covers the 12 month period to 31 December 2010 The change brings the Company's
accounting reference date into ine with its ultimate parent company

The directors do not recommend the payment of a dividend (2010 £nil)

Research and development

The Company continues to invest in the design and layout of its clubs, which inctude ts G Casino brand, a
concept designed specifically for the mainstream leisure gaming market The directors regard the
investment In research and development as integral to the continuing success of the business

Future outlook and uncertainties

The Company operates in a competitive market with imited supply and the action of its competitors,
particularly new or relocated casinos, can impact on the performance of the Company The Company
actively defends its position against new entrants to the market in existing locations

The Company's aim is to capitalise on the market growth opportunity through the development of its 10
non-operating licences, the relocation or conversion of existing casinos and participation n the process to
allocate new ‘2005 Gambling Act’ casino licences

The directors’ focus 1s on increasing customer visits to the Company’s businesses by brnnging enjoyable
gaming-based leisure expernences t0 a broader base of customers Against this backdrop, the key
elements of the strategy are

¢ Customer focus — using customer insight (based on analysis of quanttative data and qualitative
intelhgence) to guide service and product evolution,

s Responsible operation — the way that our customers are looked after not only determines the
sustainability of our customer relationships but aiso our position with regard to regulators, governments
and the broader communities within which we operate, and

= Constructive political engagement — to work with government and regulators to shape a regulatory and
fiscal environment that supports both our own development and responsible policy objectives

The principal rnisks to the successful implementation of this strategy are

¢ Taxation and regulation — adverse change (fiscal and regulatory) in legislation continues to be our
biggest nisk,

+ Secunty — In keeping with our focus on customer and employee safety given the predominantly cash-
based nature of our businesses, our security function has a physical bias However, with online growth
and the deployment of more technology into our clubs and as we move to a more cashless society, the
balance between our physical security resource and |T secunty resource will shift,

+ External events — customers may be prevented or deterred from accessing our clubs due to factors
such as extreme weather, llness or disease epidemics, terronst threats, strikes and pubhc transport
system failures,




GROSVENOR CASINOS LIMITED
DIRECTORS' REPORT

Future outlook and uncertainties (continued)

¢ Loss of licences — gaming licences are fundamental to our operations, and
¢ Economic environment — the uncertain economic environment, higher indirect taxation and public
sector job cuts could adversely affect our customers’ expenditure on leisure activities

The Company will continue to look for opportunities to expand the G Casino portfolto through relocations
and conversions of existing operations In the 18 months to 30 June 2012, the Company converted the
Grosvenor Casinos at Walsall, Plymouth and Cardiff to the G Casino format, and opened three further G
Casinos at Stockton-on-Tees, Didsbury and New Brighton The Company aims to have hullt a portfolio of
20 G Casinos in Britain by the end of 2012 by developing new casinos and re-branding existing casinos to
the G casino format

Key performance indicators (KPI)

The directors of The Rank Group Plc manage the Group's operations on a divisional basis  For this
reason, the Company's directors believe that analysis using key performance indicators for the Company
15 not necessary or appropriate for an understanding of the development, performance or position of the
business of the Company The development, performance, and position of the casino division of the
Group, which includes the Company, 1s discussed in more detaill on pages 22 to 27 of the Group’'s 2012
annual report and financial statements which do not form part of this report The directors do not anticipate
any immediate or substantial vanations to the Company's current actvities

Directors

The following were directors of the Company during the period and up to the date of these accounts -
MrM | Burke

Mr P C Urban

Mr P J Gallagher {resigned 31 August 2011)

Mr C AR Jennings (appointed 31 August 2011)

Human resources

The Company recognises that the contnbution made by its employees 1s crucial to the success of the
business Substantial investment i1s therefore made in the training, development and motivation of
employees with particular attention to ensuring customer satisfaction through the consistent achievement
of high standards of service and delivery of quality products

Employee involvement in the direction and objectives of the business 1s encouraged through the use of
incentive schemes to focus employees on key perfermance indicators  In addition, communication and
consultation programmes exist at site and Company level The Company endorses the active application
of equal opportunities policies and programmes to provide far and equitable conditions for all employees
regardless of sex, family status, religion, creed, colour, ethnic ongin, age, disability or sexual orientation

Policy on payment of suppliers

The Company agrees terms and conditions for its business transaction with its suppliers, and suppliers are
made aware of these terms and conditions Payment i1s then made on these terms, subject to the terms
and conditions being met by the supplier The number of days’ purchases outstanding at 30 June 2012 1s
calculated at 30 days (at 31 December 2010 24 days)

Statement of directors’ responsibilities
The directors are responsible for preparing the Directors’ Report and the financial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial period Under that
law the directors have prepared the financial statements in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union Under company law the directors must
not approve the financial statements unless they are satisfied that they give a true and farr view of the state
of affairs of the Company and of the profit or loss of the Company for that period In prepanng these
financial statements, the directors are required to

+ present farrly the financial position, financial performance, and cash flows of the Company,

« select suitable accounting policies in accordance with |AS 8 Accounting Policies, Changes in
Accounting Estimates and Errors and then apply them consistently,

« present information, including accounting policies, In a manner that provides relevant, reliable,
comparable and understandable information,

+ make judgements that are reasonable,
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Statement of directors’ responsibilities (continued)

» provide additional disclosures when compliance with the specific requirements In IFRSs as
adopted by the European Union 1s insufficient to enable users to understand the impact of
particular transactions, other events and conditions on the Company’s financial position and final
performance,

o state whether the financial statements have been prepared in accordance with IFRSs as adopted
by the European Union, subject to any matenal departures disclosed and explamned in the financial
statements, and

= prepare the financial statements for the Company on the going concern basis, unless it 1s
appropnate to assume that the Company will not continue in business, in which case there should
be supporting assumptions or qualifications

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company’s transachions and disclose with reasonable accuracy at any ttime the financial
position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They are also responsible for safeguarding the assets of the company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities

So far as each director I1s aware, there 1s no relevant audit information of which the Company’s auditors are
unaware Each director has taken all the steps that ought to have been taken as a director in order to
make himself aware of any relevant audit information and to establish that the Company’s auditors are
aware of that information

Insurance and indemnities

The Rank Group Plc, a parent company, has arranged insurance cover In respect of legal action against
the directors of the Company To the extent permitted by English law, the Company also indemnifies the
directors Neither the insurance nor the sndemnity provides cover in situations where a director has acted
fraudulently or dishonestly

Auditors

In accordance with s487(2) of the Companies act 2006, Ernst and Young LLP will continue as auditors of
the Company

By order of the board

f——

v
4

Mr M | Burke

Director

Registered Office Statesman House, Stafferton Way, Maidenhead, Berkshire, SL6 1AY
Registered Number 877080

Date 17 December 2012




INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF GROSVENOR CASINOS LIMITED

We have audited the financial statements of Grosvenor Casines Limited for the period ended 30 June 2012
which comprise the Income statement, the Statement of Comprehensive Income, the Balance Sheet, the
Statement of Changes in Equity, the Cash Flow Statement and the Accounting Policies and the related
notes 1 tc 25 The financial reporting framework that has been applied in ther preparation 1s apphcable law
and International Financial Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006 Qur audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor's report and for no other purpose
To the fullest extent permitted by law, we do not accept or assume responsibiity to anyone other than the
company and the Company's members as a body, for our audit work, for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditor

As explained mare fully in the Directors’ Responsibilities Statement set out on pages 2 and 3, the directors
are responsible for the preparation of the financial statements and for being satisfied that they give a true
and farr view Our responsibility 1s to audit and express an opinion on the financial statements n
accordance with applicable taw and International Standards on Auditing {UK and Ireland) Those standards
require us to comply with the Auditing Practices Board’s 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 gwe reasonable assurance that the financial statements are free from matenal misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropnate to the Company's circumstances and have been consistently apphed and adequately
disclosed, the reaseonableness 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 Directors’ Report and Financial Statements to identify matenal inconsistencies with the audited
financial statements If we become aware of any apparent matenal misstatements or inconsistencies we
consider the implications for our report

Opinion on financial statements
In our opinion the financial statements
+ give a true and fair view of the state of the Company's affairs as at 30 June 2012 and of its profit
for the pernod then ended,
* have been properly prepared in accordance with IFRSs as adopted by the European Union, and
+ have been prepared in accordance with the requirements of the Companies Act 2006

Opmnion on other matter prescribed by the Companies Act 2006
In our opirion the mformation given in the Directors’ Report for the financial pencd for which the financial
statements are prepared is consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you if, in our opinion
+ adequate accounting records have not been kept, or returns adequate for our audit have not
been recewved from branches not visited by us, or
« the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or
we have not received all the information and explanations we reguire for our audit

Comsr ¥ \” SN, Ly
lain Wilkie (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
London

Date\kDecember 2012




GROSVENOR CASINOS LIMITED
INCOME STATEMENT
FOR THE 18 MONTHS ENDED 30 JUNE 2012

12 months
18 months ended
ended 31 December
30 June 2012 2010
Note £000 £000
Revenue 352,400 221,092
Cost of sales {215,659) {135,275)
Gross profit 136,741 85,817
Other operating costs (100,946) (65,185)
Exceptional operating income 2 1,310 8,505
Exceptional gperating costs 2 (11,100) (907)
Total net exceptional (costs) Income (9,790} 7,698
Operating profit 2 26,005 28,230
Financing
— finance iIncome 3 9,902 1,641
— finance costs 3 (625) (187)
Total net finance income 9,277 1,454
Profit before tax 35,282 29,684
Taxation 4 (7,971) (8,622)
Profit for the period 27,311 21,062
All results are from continuing operations
STATEMENT OF COMPREHENSIVE INCOME
FOR THE 18 MONTHS ENDED 30 JUNE 2012
12 months
18 months ended
ended 31 December
30 June 2012 2010
£000 £000
Profit for the penod 27,311 21,062
Total recognised income for the period 27,311 21,082




GROSVENOR CASINOS LIMITED
BALANCE SHEET

AT 30 JUNE 2012
At 30 June At 31
2012 December 2010
Note £000 £000
Assets
Non-current assets
Intangible assets 6 69,496 69,705
Property, plant and equipment 7 101,198 78,767
Investments 8 495 7,843
171,189 156,315
Current assets
Inventories 9 817 901
Other recevables 1 160,332 130,641
Cash at bank and in hand 16 18,545 16,689
169,694 148,231
Total assets 340,883 304,546
Liabilities
Current habilities
Financial liabilities 12 (1,521} (51)
Trade and other payables 13 (35,252) (37,632)
Income tax payable (2,264) -
Provisions for other llabilites and charges 14 {(178) {396)
{39,215) (38,079)
Net current assets 130,479 110,152
Non-current liabilities
Financial liabilities 12 (6,637) {1,447)
Trade and other payables 13 (2,755) (2,928)
Deferred tax liability 10 (13,289) {9,865)
Provisions for other habiities and charges 14 (759) {1,325)
(23,440) {15,565)
Total habihties {62,655) (53,644)
Net assets 278,228 250,902
Shareholdet’s equity
Ordinary share capital 15 39,000 39,000
Other reserves 239,228 211,902
Total equity 278,228 250,902

The notes on pages 8 to 26 are an integral part of these financial statements

These accounts were approved by the board on 17 December 2012 and signed on ifs behalf by

s

MriM | Burke
Director

Date 17 December 2012




GROSVENOR CASINOS LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE 18 MONTHS ENDED 30 JUNE 2012

Ordinary
share Other
capital reserves Total
£000 £000 £000
At 1 January 2010 39,000 160,782 220,782
Comprehensive Income’
Profit for the year - 21,062 21,062
Transactions with owners:
Credit in respect of employee share schemes - 58 58
At 31 December 2010 39,000 211,902 250,902
Comprehensive Income:
Profit for the period - 27,311 27,311
Transactions with owners
Credit In respect of employee share schemes - 15 15
At 30 June 2012 39,000 239,228 278,228

Other reserves include retained earnings and an amount of undistributable reserves related to a previous
revaluation of properties The Company adopted a policy of revaluing these fixed assets under UK GAAP,

and, in accordance with IFRS 1, these values have been frozen and treated as deemed cost on transition
to IFRS

CASH FLOW STATEMENT
FOR THE 18 MONTHS ENDED 30 JUNE 2012

12 months
18 months ended
ended 31 December
30 June 2012 2010
Note £000 £000
Cash flows from operating activities
Cash generated from operations 17 53,351 34,235
Interest (paid) received (570) 536
Net cash from operating activities 52,781 34,771
Cash flows from investing activities
Acquisition of business (160) (80)
Proceeds from sale of property, plant and equipment 50 -
Purchase of property, plant and equipment (34,038) (19,110)
Net cash used in investing activities (34,148) (19,190)
Cash flows from financing activities
Finance lease principal repayment (1,593) (51)
Funding provided to other fellow subsidiary undertakings (15,184) {16,964)
Net cash used in financing activities (16,777) (17,015)
Net increase {decrease) in cash and cash equivalents 1,856 (1,434)
Cash and cash equivalents at start of period 16,689 18,123
Cash and cash equivalents at end of period 16 18,545 16,689




GROSVENOR CASINOS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

1 Accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below
These policies have been consistently applied to all the periods presented, unless otherwise stated

A Basis of preparation

The Company's financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS') and IFRIC interpretations as adopted by the European Union, and the
Compantes Act 2006 applicable to companies reporting under IFRS The financial statements have been
prepared under the historical cost convention, as modified by the revaluation of financial assets and
financial habiities at farr value through profit or loss A summary of the more important Company
accounting policies Is set out below

The Company I1s ilself a subsidiary company and s exempt from the requirement to prepare group financial
statements by virtue of sectton 400 of the Companies Act 2006 These financial statements therefore
present information about the Company as an individual undertaking and not about its group

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates It also requires management to exercise its judgement In the process of applying the
accounting policies  The areas requinng a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements, are set out In the relevant accounting
policies below The best estimate of the directors may differ from the actual results

On 21 October 2011, the company changed its accounting reference date to 30 June by extending the
current accounting period to 18 months to cover the perod from 1 January 2011 to 30 June 2012 The
comparative period covers the 12 months to 31 December 2010 The change brings the Company's
accounting reference date in to line with its ultimate parent undertaking

(1) Standards, amendments and interprefations fo existing standards adopted by the Company

The following new standards, amendments and interpretations to existing standards are mandatory for the
first tme for the financial penod beginning 1 January 2011

¢ |IAS 24 Related Party Disclosures (Amendment)

« IAS 32 Financia! Instruments Presentation — Classification of Rights Issues (Amendment)
» IFRIC 13 Customer Loyalty Programmes (Determining the fair value of credit awards)

¢ IFRIC 14 Prepayments of a Minimum Funding Requirement {(Amendment)

» |FRIC 19 Extingushing Financial Liabilities with Equity Instruments

+ Improvements to IFRSs (1ssued May 2010)

The Company has not been matenally impacted by the adoption of any of these standards, amendments or
interpretations

The Company has not early adopted any other standard, amendment or interpretation that was i1ssued but
15 not yet effective

(1) Standards, amendments fo and interpretations of existing standards that are not yet effective

The following standards, amendments to and interpretations of existing standards have been published and
are mandatory for accounting periods beginning after 1 July 2012 or later periods, but they have not been
early adopted by the Company

s IFRS 9 Financial Instruments Classification and Measurement - Effective 1 January 2015

« I[FRS 7 Financial Instruments Disclosures {Amendment) - Effective 1 July 2011

* IFRS 7 Financial Instruments Disclosures - Offsetting Financial Assets and Financial Liabilities -
Amendments to IFRS7 — Effective 1 January 2013

* IFRS 10 Consolidated Financial Statements - Effective 1 January 2013

¢ |FRS 11 Joint Arrangements - Effective 1 January 2013

« IFRS 12 Disclosure of Interest in Other Entities - Effective 1 January 2013
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1 Accounting Policies (continued)

¢ IFRS 13 Farr Value Measurement - Effective 1 January 2013

* |AS 1 Presentation of ltems of Other Comprehensive Income (Amendments to IAS1) - Effective 1 July
2012

¢ IAS 12 Income Taxes (Amendment) - Deferred Taxes Recovery of Underlying Assets — Effective 1 July
2012

s |AS 19 Employee Benefits (Revised) - Effective 1 January 2013

s |IAS 27 Separate Financial Statements - Effective 1 January 2013

» |AS 28 Investments in Associates and Joint Ventures — Effective 1 January 2013

+ |AS 32 Financial Instruments Presentation — Offsetting Financial Assets and Financial Liabilities —
Amendments to IAS32 - Effective 1 January 2014

It 1s not anticipated that the adoption of the above standards, amendments and interpretations of existing
standards will have a material impact on the Company financial statements in the period of nitial
application

B Revenue

Revenue consists of casino gaming win, net of the far value of promotions and customer bonuses, and
before deduction of gaming duty, membership fees and guest fees Food and beverage revenue I1s stated
net of value added tax and 1s recognised at the point of sale Although disclosed as revenue, gaming win s
accounted for and meets the defimtion of a gain under IAS 39 Financial instruments Recognition and
Measurement The Company’s business operates solely in the United Kingdom

C Intangible assets

() Computer software and other development costs - Acquired computer software licences are captalised
on the basis of the costs incurred to acquire and bring to use the specific software These costs are
amortised on a straight-line basis over therr estimated useful lives (three to four years)

Costs associated with maintaining computer software programmes are recognised as an expense as
incurred Costs that are directly associated with the production of identifiable and unique software products
controlled by the Company, and that will probably generate economic benefits exceeding costs beyond one
year, are recognised as tntangible assets Direct costs include employee costs for software development

Computer software development costs recognised as assets are amortised on a straight-line basis over
their estimated useful lives (three to five years)

(n) Casino licences - The Company capitalises purchased casino licences The amount capitalised 1s the
difference between the price paid for a casine property and the associated licence and the far value of a
similar property without a casino licence Management believes that casino hcences have indefinite lives as
based on all relevant factors there 1s no foreseeable imit to the perod over which the licences are expected
to generate net cash inflows and each licence holds a value outside the property in which it resides Each
licence 1s reviewed annually for imparrment Any costs incurred to obtain a ‘cold’ casino licence or renewing
casmino licences annually are expensed as incurred

D Property, plant and equipment

Property, plant and equipment 1s stated at cost, net of accumulated depreciation and impairment Such cost
includes expenditure that 1s directly attnbutable to the acquisiion of the items Subsequent costs are
included in the asset's carrying amount or recognised as a separate asset, as appropnate, only when it 1s
probable that future economic benefits associated with the item will flow to the Company and the cost of the
item can be measured reliably All other repairs and maintenance are charged to the income statement
during the financial period in which they are incurred

Depreciation 1s calculated on assets using the straight ine method to allocate their cost less residual values
over therr estimated useful lives, as follows

+ freehold and leasehold property 50 years or lease term ff less,

+ refurbishment of property 5 -20 years, and

s fixtures, fittings, plant and machinery 3 - 20 years
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NOTES TO THE FINANCIAL STATEMENTS

1. Accounting Policies {continued)

Residual values and useful lives are reviewed, and adjusted prospectively if appropriate, at each balance
sheet date An item of property, plant and equipment 1s derecogrised upon disposal or when no future
economic benefits are expected from its use or disposal Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal proceeds and the carrying amount of the
asset} is included In the income statement

Pre-opering costs are expensed to the iIncome statement as incurred
E Impairment of intangible assets and property, plant and equipment

Assets that have an indefinte useful Ife are not subject to amortisation and are tested annually for
imparment  Assets that are subject to amortisation are reviewed for imparment whenever events or
changes in circurnstances indicate that the carrying amount may not be recoverable

An imparrment loss 15 recogmsed for the amount by which the asset's carrying amount exceeds its
recoverable amount The recoverable amount 1s the higher of an asset's fair value less costs to sell and
value in use For the purposes of assessing Impairment, assets are grouped at the lowest levels for which
there are separately identfiable cash flows (cash generating units) The expected cash flows generated by
the assets are discounted using appropriate discount rates, which reflect the time value of money and risks
associated with the groups of assets

If an impairment loss I1s recognised, the carrying amount of the asset (cash-generating unit) 1s reduced to its
recoverable amount An impairment loss 1s recognised as an exceptional expense in the income statement
immediately Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-
generating unit) 1s increased to the revised estimate of its recoverable amount, but only to the extent that
the increased carrying amount does not exceed the carrying amount that would have been determined had
no impairment loss been recogrused for the asset (cash-generating unit) in prior years A reversal of an
impairment loss 1s recogrised as income immediately

Any impairment 1s allocated equally across all assets in a cash generating unit unless there 1s an indication
that a class of assets should be iImpaired in the first instance or a farr market value exists for one or more
assets Once an asset has been written down to its farr value less costs to sell and any remaining
impairment 1s allocated equally amongst the remaining assets Casino licences are generally not impaired
as they have an infinite Iife and a fair value in excess of their carrying value

F Investments in subsidianes
Investments in subsidiaries are held at cost less impairment
G Taxation

Current tax assets and liabihties for the current and prior pertods are measured as the amount expected to
be pard or to be recovered from the taxation authonties The tax rates and tax laws used to compute the
amount are the ones that are enacted or substantively enacted by the reporting date

Deferred tax 1s provided n full, using the balance sheet liabiity method, on temporary differences ansing
between the tax bases of assets and liabilities and their carrying amounts in the financial statements
However, if deferred income tax arises from the initial recognition of an asset or hability in a transaction
other than a business combination that at the time of the transaction affects neither accounting nor taxable
profit or loss, 1t 1s not accounted for Deferred tax 1s determined using tax rates (and laws) that have been
enacted or substantively enacted by the balance sheet date and are expected to apply when the related
deferred tax asset i1s realised or the deferred tax hability is settled

Deferred tax assets are recogmsed to the extent that it 1s probable that future taxable profit will be available
against which the temporary differences can be utlised Deferred tax 1s provided on temporary differences
ansing on investments in subsidiaries and associates, except where the timing of the reversal of the
temporary difference 1s controlled by the Company and it 1s probable that the temporary difference will not
reverse In the foreseeable future
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NOTES TO THE FINANCIAL STATEMENTS

1. Accounting Policies (continued)
H Employee benefit costs

(1) Pension obhgations — The Company participates in a group defined contribution plan under which the
company pays fixed contnbutions to a separate entity The Company has no further payment obhgations
once the contributions have been paid The contributions are recognised as an employee benefit expense
when they are due

{n}) Share-based compensation - The Company operates an equity-settled, share-based compensation
plan relating to The Rank Group Plc The fair value of the employee services received in exchange for

the grant of the options Is recognised as an expense The total amount to be expensed over the vesting
period I1s determined by reference to the fair value of the options granted, excluding the impact of any non-
market vesting conditions (for example, profitability and sales growth targets) Non-market vesting
conditions are included in assumptions about the number of options that are expected to become
exercisable At each balance sheet date, the entity revises its estimates of the number of options that are
expected to become exercisable It recogmises the impact of the revision of onginal estimates, if any, in the
income statement, and a corresponding adjustment to equity over the remaining vesting period

{m) Bonus plans — The Company recognises a hability in respect of the best estimate of bonuses payable
where contractually obliged to do so or where past practice has created a constructive obligation

| Inventories

Inventories are valued at the lower of cost and net realisable value Cost of inventory 1s determined on a
“first in — first out” basis The cost of finished goods comprises goods purchased for resale Net realisable
value i1s the estimated selling price in the ordinary course of business, less the cost of completion and
selling expenses When necessary, provision 1s made for obsolete and slow moving inventories

J Other receivables

Other receivables are recognised initially at fair value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment

K Cash and cash equivalents

Cash and short-term deposits in the balance sheet include cash at banks and in hand and short-term
deposits with an onginal maturity of three months or less

L Trade payables

Trade payables are recogmsed initially at fair value and subsequently measured at amortised cost using the
effective interest method

M Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of
past events and it 1s more likely than not that an outflow of resources will be required to settle the obligation
and the amount can be rehably estmated Provisions are measured at the present value of the
expenditures expected to be required to settle the obligation using a pre-tax discount rate that reflects
current market assessments of the time value of money and the nsks specific to the obligation The
increase In the provision due to the passage of time 1s recognised as a finance cost

{11 Onerous contracts - The Company 1s party to a number of leasehold property contracts Provision has
been made against those leases where the property 1s now vacant and the unavoidable costs under the
lease exceed the economic benefit expected to be denved from potential sub-letting arrangements
Prowvision has also been made against leases where impairment testing has indicated that, after recognising
an imparrment charge, the estimated discounted cash flows derived from the property and its associated
operations are insufficient to cover the unavoidable lease costs and the lease 1s therefore deemed onerous

"




GROSVENOR CASINOS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

1. Accounting Policies (continued)

(n) Provision for restructuring — Once the company 1s committed to the restructuring of a club, provision Is
made for the unavoidable costs associated with the restructuring

N Leases

Leases are tested to determine whether the lease 1s a finance or operating lease and treated accordingly
Property leases comprising a lease of land and a lease of buildings within a single contract are split nto
their two component parts before testing

() Finance leases - Leases of property, plant and equipment where the Company has substantally all the
nsks and rewards of ownership are classified as finance leases Finance leases are capialised at the
inception of the lease at the lower of the fair value of the leased property, plant and equipment or the
present value of minimum lease payments

Each lease payment is allocated between the hability and finance charges so as to achieve a constant
periodic rate of interest on the remaining balance of the hability for each penod The corresponding rental
obligations, net of finance charges, are included in other long-term borrowings The interest element of the
finance cost 1s charged to the income statement over the lease period The property, plant and equipment
acquired under finance leases 15 depreciated over the shorter of the useful life of the asset or the lease
term

(n} Operating leases - Leases of property, plant and equipment where a significant portion of the rnisks and
rewards of ownership are retained by the lessor are classified as operating leases Payments made under
operating leases, net of lease incentives or premwums, are charged to the income statement on a straight-
line basis over the period of the lease

O Exceptional items

The Company defines exceptional items as those items which, by ther size or nature, are separately
disclosed In order to give a full understanding of the Company’s financial performance and aid comparability
of the Company's results between periods
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GROSVENOR CASINOS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

2 Profit for the period
The following tems have been included In arriving at profit for the perod

12 months
18 months ended
ended 31 December
30 June 2012 2010
Note £000 £000
Staff costs 18 116,166 80,305
Cost of inventories recognised as expense 12,311 7,656
Depreciation of property, plant and equipment
- owned assels 17,180 8,935
- finance lease assets 1,936 57
Amortisation of intangibles 378 286
Loss on disposal of fixed assets 248 179
Exceptional costs (Income) (see below) 9,790 (7,598)
Operating lease rentals
- minimum lease payments 21,490 17,081
- sub lease income (563) (508)
Repars and maintenance expenditure on property, plant
and equipment 2170 1,362
Audit fees have been borne hy a parent company, Rank Group Gaming Diwsion Limited
The analysis of the exceptional items during the period 1s as follows
12 months
18 months ended
ended 31 December
30 June 2012 2010
£000 £000
Exceptional operating income
Reversal of impairment on property, plant and equipment 7 (737) -
Reversal of provision for onerous lease 14 (573) -
VAT refund - (4,024)
VAT partial exemption accrual release - (4,481)
{1,310) (8,505)
Exceptional operating costs
Net loss on club closures and disposals 1,083 582
Imparment charge on property, plant and equipment 7 1,622 -
Provision for onerous leases 14 1,147 325
Whrite off of Investments 8 7,348 -
11,100 907
Total exceptional operating cost (income) 9,790 (7,598)
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GROSVENOR CASINOS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

2. Profit for the period (continued)

18 months ended 30 June 2012
The company has impaired the carrying value of its investment in two of its subsidiary undertakings by
£7,348,000 consequent to therr being struck off (see note 8)

The Company recogrised an imparment charge of £1,522,000 on five indwidual clubs The only
individually significant charge was £816,000 n respect of the E-casino in Liverpool This c¢lub had not
performed n line with expectations and closed on 15 February 2012 The Company also reversed previous
impairrment charges of £737,000 in respect of the casino in Cardiff where performance has seen a
sustained improvement following the successful conversion to the G-Casino concept

The Company has incurred a charge of £1,147,000 in respect of unavoidable rental payments resulting
from the restructuring activities outlined below The Company also released £573,000 of onerous lease
obligations following the favourable settlement of a number of lease obligations ansing from previously
closed clubs

The Company also recognised a further exceptional cost of £1,083,000 relating to the closure of three
casinos The cost includes the creation of restructuring provisions of £908,000

12 months ended 31 December 2010

On 21 May 2010, the Company recewved £4,024,000 in overpaid VAT from HMRC The repayment covers
VAT paid on amusement machines (between 2002 and 2005) The clam concerns the inconsistent
apphcation of VAT to revenue and it 1s the Company’s contention that this practice contravenes the
European Union principle of fiscal neutrality On 7 June 2010, the Company received £657,000 of interest
in respect of the repayment The repayment follows successive rulings in the Company’s favour in both the
First-tier Tribunal's tax chamber (formerly the VAT and Duties Tribunal) and the Upper Tribunal HMRC
appealed these rulings and the claim was referred to the European Court of Justice (ECJ)

On 10 November 2011, the ECJ released its findings on the Group’s VAT case on fiscal neutralty
However, the ECJs decision on the amusement machtnes claim was not conclusive and therefore referred
back to the UK courts If HMRC 1s successful in s appeal, the Company will be required to return the
payment with interest (see note 22)

Details of the exceptional finance income and taxation related to the VAT refunded are disclosed in notes 3
and 4 respectively

The Company has been in negotiation with HMRC for several years on the means by which it calculates the
amount of irrecoverable VAT Since July 2007, the Company has accounted for irrecoverable VAT on the
basis that HMRC were correct As a result, the amount of irrecoverable VAT suffered by the Company
exceeded the amount that the Company believed was due In 2010, the point of dispute between the
Company and HMRC was the subject of lihngation by another, similar, taxpayer In that case, the First-tier
Trnbunal and the Upper Trnbunal have ruled that HMRC’s position was incorrect While HMRC have
appealed, precedent case law Indicates that the Company’s position I1s correct and on that basis the
irrecoverable VAT accrual was reduced by £4,481,000 In the event this was the case, the Group would
have to pay the VAT in dispute {see note 22)

The Company also recognised an exceptional loss of £582,000, together with an associated increase of
£325,000 in the prowvision for onerous leases, following the closure of one casino at Hove, East Sussex
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GROSVENOR CASINOS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

3. Financing

Finance income

Interest recevable from Group comparues
Exceptional finance mcome

Dividend income

Total

12 months

18 months ended
ended 31 December

30 June 2012 2010
£000 £000

2,247 984

- 657

7,655 -

9,902 1,641

The exceptional finance income in the prior period relates to the exceptional VAT refund disclosed in note 2

Finance costs

Interest payable on finance leases
Preference dividends payable
Unwinding of discount in provisions
Total

4, Taxation

Current tax

UK corporation tax in respect of current period
Adjustment in respect of prior years

Total current tax

Deferred tax

Ongination and reversal of timing differences
Deferred tax adjustment

Adjustment in respect of prior years

Total deferred tax

Tax charge in the Income statement

(570) {121)

- (21)

(55) (45)

(625) {187)

12 months

18 months ended
ended 31 December

30 June 2012 2010
£000 £000
6,920 11,193
(2,373) 18
4,547 11,211
2,832 (2,205)
(1,552) {365)
2,144 (19)
3,424 {2,589)
7,971 8,622

In the prior year, current tax on exceptional items includes a tax charge of £1,126,000 relating to VAT
refunds, a £1,256,000 tax charge on the release of the VAT accrual and a tax credit of £166,000 relating to

club closures
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GROSVENOR CASINOS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

4 Taxation (continued)

The tax on the Company's profit before tax differs from the standard rate of UK corporation tax in the penod
of 26 0% (2010 28 0%) The differences are explained below

12 months

18 months ended

ended 31

30 June December

2012 2010

£000 £000

Profit before tax 35,282 29,684
Profit on ordinary activities multiphed by standard rate of

corporation tax in the UK of 26 0% {2010 28 0%) 9,173 8,312

Effects of

Expenses not deductible for tax purposes 2,569 676

Income not subject to tax {1,990) -

Deferred tax adjustment (see below) {1,552) {365)

Adjustment in respect of prior years (229) (1)

Tax charge in the income statement 7,971 8,622

On 23 March 2012, the Chancellor of the Exchequer announced the reduction In the main rate of UK
corporation tax to 24 0% with effect from 1 Apnl 2012 This change was enacted on 26 March 2012 under
the Provisional Collection of Taxes Act 1968 The effect of the rate reduction creates a reduction n the net
deferred tax asset The above numbers are shown net of a deferred tax credit of £1,552,000 resulting from
the reduction in the headline UK corporation tax rate from 26% to 24% applicable at the balance sheet date
of 30 June 2012

On 23 March 2012 the Chancellor of the Exchequer also announced the reduction in the main rate of UK
corporahion tax to 23% for the year starting 1 Apnl 2013 and a further 1% reduction to 22% n Apnl 2014
On § December 2012 the Chancellor of the Exchequer also announced the further reductions in the main
rate of UK corporation tax to 21% for the year starting 1 April 2014 The proposed rate reduction will reduce
the amount of cash tax payments to be made by the Company

5. Impairment review of intangible assets

The carrying value of indefinite Iife casino licences as at 30 June 2012 was £69,281,000 (at 31 December
2010 £69,281,000)

The inherent value of casino licences 1s deemed to be an intrinsic part of the value of the operation of
casinos as a whole and 15 therefore not split out from each Grosvenor casing in an impairment review Each
Grosvener casing has been treated as a separate CGU, and tested for impairment on that basis The
recoverable amount of each Grosvenor casino, including the licence, has been determined based on the
tugher of fair value less costs to sell and value in use The value in use has been determined using cash
flow projections, over the length of the associated lease or 50 years for freehold properties, based on the
Company's budget for 2012-13, the Company's strategic pian for the following two years and a growth rate
of 20% (2010 2 0%) thereafter Both the Company's budget and strategic plan have been approved by the
board of directors Estimates of the far value less costs to sell are performed internally by expenenced
senlor management supported by knowledge of similar transactions or, where applicable, offers recewved

The key assumptions in the calculation of value in use are customer visits, spend per visit, casino duty,
compettion and the discount rate Customer wvisits are the number of discrete visits by members to the
casino and have been based on historic trends Spend per visit comprises the average amount of money
(net of winnings) spent per visit on garming tables, machines and food and beverages This has also been
determined by historic trends Casino duty 1s levied in bands of between 15% and 50% depending upon the
leve! of gaming win at each casino The bands and rates have been assumed {0 reman at current levels
without indexation
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NOTES TO THE FINANCIAL STATEMENTS

5. Impairment review of intangible assets (continued)

As a result of the impairment review, the directors do not believe the carrying value of the casino licences to
be impaired However, there are possible changes in key assumptions that could cause the carrying value
of individual licences to exceed ther recoverable amount These are

Key Factors Key assumption impacted
Increased or improved competition Customer visits

Poor or decreased promotional activity Customer visits

Failure to respond to technological advances Customer wvisits, Spend per visit
Deterioration in economic conditions Customer visits, Spend per visit
Changes in regulation Customer visits, Spend per visit
Changes n taxation Casino duty

With the exception of a prolonged non-operation of a UK casino licence ansing from one or more of the
possible changes outhned above, the directors do not believe that there are any reasonably possible
changes to the key assumpttons that would result in a material impairment of a UK casino licence

6 Intangible assets

Computer Casino
software licences Total
£000 £000 £000

Cost
At 1 January 2010 2,222 78,232 80,454
Additions 79 - 79
Disposals {21) - (21)
At 31 December 2010 2,280 78,232 80,512
Additions 203 - 203
Disposals (56) - (56)
At 30 June 2012 2,427 78,232 80,659
Aggregate amortisation and impairment
At 1 January 2010 (1,591) {8,951) (10,542)
Charge for the year (286) - (286)
Disposals 21 - 21
At 31 December 2010 {1,856) (8,951) (10,807)
Charge for the period (378) - {378)
Disposals 22 - 22
At 30 June 2012 (2,212) (8,951) (11,163)
Net book value
At 31 December 2009 631 69,281 69,912
At 31 December 2010 424 69,281 69,705
At 30 June 2012 215 69,281 69,496
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GROSVENOR CASINOS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

7. Property, plant and equipment

Fixtures,
Freehold Leaschold fittings,
land and tand and plant and
buildings buildings machinery Total
£000 £000 £000 £000
Cost
At 1 January 2010 10,254 24,783 105,147 140,184
Additions 223 1,545 17,294 19,062
Inter group transfer - - (42) (42)
Disposals - {351) (1,285) (1,636)
At 31 December 2010 10,477 25,977 121,114 157,568
Additions 61 2,751 39,841 42,653
Inter group transfer 10 {(11) (56) (57)
Disposals - (1,030} (2,688) (3,718)
At 30 June 2012 10,548 27,687 158,211 196,446
Aggregate depreciation and
impairment
At 1 January 2010 (5,685) (10,864) (54,426) (70,975)
Charge for the year {(40) (856) {8,096) (8,992)
Inter group transfer - - 37 37
Disposals - 195 934 1,129
At 31 December 2010 (5,725) {11,525) (61,551) (78,801)
Charge for the perod (71) {1,398) (17.647) (19,116)
Imparrment charge (see note 2) {(170) {(105) {1,247} (1,522)
Impairment reversal (see note 2) - 143 594 737
Disposals - 1,026 2,428 3,454
At 3¢ June 2012 {5,966} {11,859) (77,423) (95,248)
Net book value
At 31 December 2009 4 569 13,919 50,721 69,209
At 31 December 2010 4752 14,452 59,563 78,767
At 30 June 2012 4,582 15,828 80,788 101,198

Assets held under finance leases are capitalised and included in leasehold land and builldings and fidures,
fitttngs, plant and machinery

Assets held under finance leases

At 31

At 30 June December

2012 2010

£000 £000

Cost 10,290 2,007
Aggregate depreciation and impasrment (3,195) {1.172)
Net book value 7,095 835

Fixtures, fitings, plant and machinery include assets held under finance leases with a net book value of
£6 4m (12 months ended 31 December 2010 nil) Leasehold land and buldings include buildings held
under finance leases with a net book value of £0 7m (12 months ended 31 December 2010 £0 8m)
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8. Investment in subsidiaries

Investments
£000
Cost
At 1 January 2010 and 31 December 2010 14,785
Disposal (14,276)
509
Impairment
At 1 January 2010 and 31 December 2010 {6,942)
Disposal 6,928
At 30 June 2012 (14)
Net book value
At 31 December 2009 7,843

At 31 December 2010
At 30 June 2012

7,843

495

At 30 June 2012, the Company owned directly 100% of the ordinary share capital and voting rights of
Kingsway Casinos Limited, a dormant company Kingsway Casinos Limited 1s incorporated and registered

in England and Wales

At 31 December 2010 the Company held investments in Society Club (Swansea) Limited, Casino Royale
Club (Newcastle) Limited and Zealcastle Limited During the period these companies were struck off and

consequently the Company’s investment in these companies was written off

9. Inventories

At 31

At 30 June December

2012 2010

£000 £000

Finished goods 817 o1
There were no write downs of inventory in either period

10 Deferred tax

At 31

At 30 June December

2012 2010

£000 £000

Accelerated capital allowances 2,926 8,204

Other temporary differences 412 637

Deferred tax asset 3,338 8,841

Castno licences {16,627) {18,706)

Deferred tax liability (16,627) (18,706)

Net deferred tax liability (13,289) {9,865)

Accelerated capital allowances (5.278) 1,921

Business combinations - 12

Casino licences 2,079 692

Other temporary differences {225) (36)

Deferred tax (expense) credit in the income statement {3,424) 2,589
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10 Deferred tax (continued)

The reconciliation of movement in the net deferred tax hability 1s as follows

Net deferred tax hability at start of period (9,865) (12,454)

Deferred tax (expense) credit in the income statement {3,424) 2,589

Net deferred tax liability at end of perniod (13,289) (9,865)
11 Other receivables

At 31

At 30 June December

2012 2010

£000 £000

Amounts owed by parent and fellow subsidiary undertakings 141,622 122,862

Other receivables 229 2,159

Prepayments and accrued income 8,481 5,620

Amounts falling due within one year 150,332 130,641

No receivables were impaired at either balance sheet date and accordingly no provision for receivables was

held Other receivables do not contain impaired or past due assets

The carrying values of receivables are assumed fo approximate {o therr far value due to the short term
nature of the recewvables This includes amounts owed by related undertakings which are unsecured and

repayable on demand

The maximum exposure to credit risk at the reporting date 1s the far value of each class of receivable

disctosed above The Company does not hold any collateral as secunty

12 Financal habihties

At 31

At 30 June December

2012 2010

£000 £000

Finance lease obligations 1,521 51

Current 1,521 51

Finance lease obligations 6,637 1,447

Non-current 6,637 1,447
13 Trade and other payables

At 31

At 30 June December

2012 2010

£000 £000

Trade payables 3,534 5,798

Amounts owed to subsidiary undertakings 4,125 8,192

Other tax and social security 13,835 12,718

Accruals 13,678 10,844

Deferred consideration 80 80

Current 35,252 37,632

QOther payables 2,675 2,688

Deferred consideration 80 240

Non-current 2,755 2,928
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13 Trade and other payables (continued)

The Company's trade payables are all due within one year Due to the short term nature of these payables
the carrying value equates to the contractual amount due as the impact of discounting 1s not considered
material

Amounts owed to subsidiary undertakings are repayable on demand and accordingly have no set maturity
date The Company has provided no collateral as security

On 23 April 2009, the Company acquired the casino at the Ricoh Arena in Coventry from Isle of Capn
Limited for a total purchase consideration of £683,000 The consideration included £400,000 of deferred
consideration payable in five equal annual instalments on the anniversary of the date of acquisition,
£160,000 (2010 £320,000) of the deferred consideration remained outstanding at the period end No
goodwill arose on the acquisttion

14 Provision for other liabilities and charges

Onerous Restructuring
Leases Provision Total
£000 £000 £000
At 1 January 2011 1,721 - 1,721
Charged to the income statement 1,147 908 2,055
Utilised in period (1,413) (908) (2,321)
Unwinding of discount 55 - 55
Released to the income statement (573) - (573)
At 30 June 2012 937 - 937
At 31
At 30 June December
2012 2010
£000 £000
Current 178 396
Non-current 759 1,325
Total 937 1,721

Onerous leases - The Company I1s party to a number of leasehold property contracts Provision has been
made against those leases where the property or part of a property 1s now vacant and the unavoidable
costs under the lease exceed the economic benefit expected to be derved from potential sub-letting
arrangements Provision has also been made against leases where impairment testing has indicated that,
after recogrising an impairment charge, the esttmated discounted cash flows derived from the property and
its associated operations are insufficient to cover the unavoidable lease costs and the lease 1s therefore
deemed onerous These leases have a weighted average Iife of 6 years Provisions have been discounted
at a nisk free interest rate of 2 5% (2010 3 5%) where the effect of inflation will have a materal impact

Restructuring provision — Details of the restructuning provision are provided in note 2

15 Ordinary share capital

At 31
At 30 June December
2012 2010
£000 £000
Authonised, 1ssued and fully paid
38,000,000 ordinary shares of 100p each 39,000 39,000
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16 Cash and cash equivalents

For the purposes of the Cash Flow statement, cash and cash equivalents comprise the following

Cash at bank and in hand

17. Cash generated from operations and acquisition of business

Reconciliation of operating profit to cash generated from operations

Operating profit

Exceptional items

Cash utiisation of provisions

Depreciation and amortisation

Net cash receipts in respect of exceptional items
Loss on sale of asset

Decrease in working capital

Cash generated from operations

18. Employees and directors

Employee benefit expense during the period
Wages and salaries

Social secunty costs

Other pension costs

Share based payments

Total

At 31
At 30 June December
2012 2010
£000 £000
18,545 16,689
12 months
18 months ended
ended 3
30 June December
2012 2010
£000 £000
26,005 28,230
9,790 (7,598)
(2,314) (593)
19,494 9,278
- 4,024

38
338 894
53,351 34,235
12 months
18 months ended
ended 31
30 June December
2012 2010
£000 £000
105,287 72,098
9,328 7.325
1,536 824
15 58
116,166 80,305

The average monthly number of employees in the perniod was 3,917 (12 months ended 31 December 2010

3,562)

Directors

Aggregate emoluments

Company contributions to pension schemes
Total

Highest paid director

Aggregate emoluments

Company contributions to pension schemes
Total

22

12 months

18 months ended
ended 31
30 June December
2012 2010
£000 £000
1,950 1,232
209 138
2,159 1,370
886 508

138 92
1,024 600




GROSVENOR CASINOS LIMITED
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18 Employees and directors {continued)

Directors are not paid directly by Grosvenor Casinos Limited The figures shown represent the proportion
of directors’ emoluments relevant to the estimated time allocated to Grosvenor Casinos Limiled which has
been recharged to the Company No director exercised any share options or made any gains on the
exercise of share options in either period All key management are directors of the Company

18 Retirement benefits

The Company participates in a group defined contribution plan under which the Company pays fixed
contributions to a separate entity Company contributions in the 18 months ended 30 June 2012 were
£1,536,000 (12 months ended 31 December 2010 £824,000)

20. Lease commitments

(1) Operating leases - The Company has entered into commercial leases on certain properties and items of
machinery The leases have durations between from under one year to 33 years Future minimum rentals
payable under nan-cancellable operating leases are as follows

At 31

At 30 June December

2012 2010

£000 £000

Not later than one year 9,932 12,465
After one year but not more than five years 38,175 37,617
After five years 74,981 78,246
Total future minimum rentals payable 123,088 128,328
Total future minimum sub-lease iIncome expected 2,505 1,443

(1) Finance leases — The minimum lease payments under finance leases, together with the present value of
the minimum lease payments, are as follows

Present value of minimum

Minimum lease payments
lease payments

At 30 June At 31 At 31
2012 December At 30 June December
2010 2012 2010
£000
£000 £000 £000
Not later than one year 1,906 172 1,521 51
After one year but not more than
five years 6,326 687 5,590 250
After five years 1,731 1,989 1,047 1,197
9,963 2,848 8,158 1,498
Less future finance charges {1,805) {1,350)
Present value of minimum lease
payments 8,158 1,498
Total future mintmum sub-lease iIncome expected 7 2
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21 Capital commitments

At 31
At 30 June December
2012 2010
£000 £000
Contracts placed for future capital expenditure but not provided In
the financial information 589 968

22 Contingent liabilities

On 10 November 2011, the ECJ ruled on the Company's amusement machines claim in relation to the
application of VAT to certain types of amusement machines contravening the European Unions principle of
fiscal neutraity In May 2010, the Company received £4,681,000 (VAT of £4,024,000 plus interest of
£657,000) relating to a claim for repayment of overpaid VAT on amusement machines The ECJ's decision
on the Company's clam was not conclusive and was therefore referred back to the UK courts The
Company anticipates that it will take approximately one year for this htigation to be settled, and 1s currently
taking advice on its optigns

The Company has been in negotiation with HMRC for several years on the means by which it calculated the
amount of irrecoverable VAT The difference in the Company's position as against HMRC’s position for the
period under negotiation (July 2007 to July 2012) amounts to an estimate of £8 8m

The point of dispute between the Company and HMRC was the subject of liigation by another, similar,
taxpayer In that case, the Court of Appeal ruled that HMRC’s position was incorrect  This was the latest |
a string of appeals on this project Precedent case law indicated that the Company’s position ts correct and
on that basis the irrecoverable VAT charge has been adjusted accordingly In the event this was the case,
the Company would have to pay the VAT in dispute {(see above) plus interest

23 Financial assets and liabilities
The accounting poticies for financial assets have been applied to the line items below

Loans and receivables

At 31

At 30 June December

2012 2010

£000 £000

Trade and other receivables 141,622 122,862
Cash at bank and in hand 18,545 16,689
Total 160,167 139,551

The accounting policies for financial iabiliies have been applied to the line items below

Other financial liabilities

At 31

At 30 June December

2012 2010

£000 £000

Finance lease obligations 8,158 1,498
Onerous leases 937 1,721
Trade and other payables 26,436 27,842
Total 35,531 31,061
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24, Financial risk management

The Company’s activities expose it to a varnety of financial nsks including market nisk, credt nsk and
hquidity nsk However, as a wholly owned subsidiary of The Rank Group Plc many of these nisks are
combined on a group hasis and managed by a centralised treasury team The treasury team identifies,
evaluates and hedges financial risk in close co-operation with the Company and with the overall am to
minimise potential adverse effects on performance

Market nsk

{1} Foreign currency risk

The Company's operations are all located in the UK and transacted in UK Sterling Accordingly the
Company has no foreign exchange nsk ansing from foreign currency exposures

(n) Cash flow and fair value interest rate risk

The Company’'s interest rate nsk arises from loan balances between related parties and on finance leases
Interest on the related party loans 1s fixed annually by the central treasury team at the commencement of
each financial penod, and all finance leases are at fixed rates of interest

As a result of no significant foreign exchange or interest rate nsk exposure of financial instruments on an
entity level, changes in the rnisk variables are not considered to have a significant effect an the Campany's
income statement or equity

Credit risk
Credit nsk anses from cash and cash equivalents, deposits with banks and financial institutions and
outstanding recevables (ncluding amounts owed by related undertakings)

Credt nsk from balances with banks and financial institutions 1s managed by the Group's treasury
department 1n accordance with the group’s policy Investments of surplus funds are made only with
approved counterparties and within credit lkmits assigned te each counterparty Counterparty credit mits
are reviewed by the finance director, and may be updated throughout the period subject to the approval of
the group's finance committee The limits are set to minimise the concentration of nsks and therefore
mitigate financial loss through potential counterparty failure

The creditworthiness of each counterparty 1s checked against mdependent credit ratings on at least a
weekly basis, with a minimum rating of ‘BBB’ required

No credit mits were exceeded during the peniod and management does not expect any loss from non-
performance of its counterparties

All retal! sales are settled by cash or using major credit cards There were no matenal balances
outstanding at either balance sheet date

The Company I1s exposed to credit risk on amounts owed by related undertakings The performance of all
subsidiary undertakings of The Rank Group Plc are monitored at group level, including frequent projections
of future performance to ensure funding to related undertakings provide a suitable return to the group and
remain recoverable Where losses are forecast actions are taken to mitigate the loss and maximise the
recoverability of receivables Further credit quality information on trade and other receivables i1s disclosed
tn note 11

Liquidity risk

The Rank Group Plc manages the liquidity risk of its subsidianies on a Group basis Regular cash
forecasts, which include forecasts of the Company, are produced to identify the hquidity requirements of the
Group The cash forecasts are sensitivity tested for different scenarios and are reviewed regularly to
ensure sufficient headroom exists for al least a 12 month period

Due to the dynamic nature of the business, the central treasury team aim to maintain flexibulity in funding by
keeping committed credit ines avaldlable A four year strategic forecast 1s prepared annually to facilitate
planning for future financing needs Management actively manages the group's financing reguirements and
the range of matunities on its debt

The Group’s core debt facility 1s 2 £80 Om (2010 £300 O0m) bank faciity comprising four £20 Om bi-lateral
bank faciihes which expire in January 2017 The funding policy of the group i1s to maintain, as far as
practicable, a broad portfolio of debt diversified by source and maturnity, and to maintain committed facilities
sufficient to cover seasonal peak anticipated borrowing requirements
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24 Financial risk management (continued)

Capital risk management

The Company's objective when managing capital 1s to safeguard the Company’s ability to continue as a
going concern The Company defines shareholders’ equity as capital and ams to maintain positive equity
In order to monitor the capital structure the Company performs regular forecasts and carries out an annual
strategic plan for the next four years The Company may pay dividends, return capital to shareholders or
1ssue new shares to adjust capital

25 Parent undertakings and related party transactions

The Company’s immediate parent undertaking 1s Rank Gaming Group Limited Prior to 3 March 2011 the
Company's immediate parent undertaking was Rank Group Gaming Division Limited Both of these
companies are incorporated in England and Wales

Untl 6 June 2011, the uttimate parent undertaking was The Rank Group Plc, a company incorporated and
registered in England and Wales On 7 June 2011 Guoco Group Limited {Guoco), a company incorporated
in Bermuda, and listed on the Hong Kong stock exchange, acquired a controlling interest in The Rank
Group Plc  The ultimate parent undertaking of Guoco, and consequently the ultimate parent undertaking of
the Company from 7 June 2011, 1s Hong Leong Company (Malaysia) Berhad (Hong Leong), which 1s
Incorporated in Malaysia

The Rank Group Plc, was the parent undertaking of the smallest group to consoldate these financial
statements  Copies of The Rank Group Plc consolidated financial statements can be obtamned from
hitp /iwww rank com/downloads/annual_reports/2012/fannual_report_and_financial_statements_2012 pdf or
by written request to the Company Secretary at Statesman House, Stafferton Way, Maidenhead, Berkshire,
SL6 1AY  Hong Leong 1s the parent undertaking of the largest group 1o consolidate these financial
statements (from the date Hong Leong became the ultmate parent undertaking)

Amounts due from the immediate parent and fellow subsidiary underiakings are unsecured, repayable on
demand and incurred interest at 1 13% (2010 075%) Amounts owed to subsidiary undertakings are
unsecured, repayable on demand and interest free

Details of compensation of key management are disclosed in note 18
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