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GROSVENOR CASINOS LIMITED

STRATEGIC REPORT

Principal actlvities

The principal activity of the Company is the operation of a number of casino clubs in the UK providing gaming
and restaurant facilities. The company Is a limited company incorporated and domiciled in England and
Wales. The directors do not anticipate any change in the activity of the Company In the foreseeable future.

Review of the business
The Directors’ focus is on increasing customer visits to the Company's venues by bringing enjoyable gaming-
based leisure experiences to a broader base of customers.

The strategy of the Company is managed as part of the overall operations of The Rank Group Plc {‘Rank’ or
‘Group’). The main aims of the strategy for the operations are as follows:

s Creating a compelling multi-channe! offer — by building on the existing portfolic of venues,
membership systems, reward programmes and high level of engagement between team members
and customers;

» Continuously evolve our venues proposition — continuing to invest in existing venues (in terms of
product, environment and service) and by creating new ones;

¢ Constantly improve our customer experiences through innovation — our customers are at the heart
of our business and we invest in new technologies to their benefit;

¢ Be committed to safe and fair gaming - we are committed to operating in a responsible manner and
recognise the importance of continuous innovation to refine our approach to make gambling as safe
as possible; and

» Create an environment which enables our colleagues to develop, be creative and deliver exceptional
service.

The results for the Company show a pre-tax profit of £15.4m for the year (2019: £3.5m) and revenue of
£181.0m (2019: £215.8m). The Increase in pre-tax profit can be attributed to the cost savings transformation
programme that was implemented following the closure of vanues and government grants received under
the Coronavirus Job Retention Scheme (£13m). The reduction in revenue compared to prior year is due to
the closure of venues during the year as a result of the COVID-19 pandemic. Included within the profit for
the year is £2.7m of exceptional gains (2019: £7.0m loss). Further details of the separately disclosed items
are within note 3 to the financial statements.

The balance sheet as at 30 June 2020 shows net current assets of £18.1m (2019: £21.3m). Cash generated
during the period has been pooled in accordance with the Group’s treasury policy to a fellow subsidiary
resulting in an increase in amounts due from this fellow subsidiary.

Key performance indicators (KPI)

The directors of the Group 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 is 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 divislon of the Group, which
includes the Company, is discussed in more detail on pages 38 and 39 of the Group’s 2020 Annual Report
and Accounts (‘ARA’) which do not form part of this report. The directors do not anticipate any immediate or
substantial variations to the Company's current activities.

Principal risks and uncertainties

The princlpal risks and uncertainties of the Company are managed at a Group level as part of the enterprise-
wide risk management approach adopted by Rank. The principal risks and uncertainties of the Group, which
include those of the Company, are discussed on pages 72 to 76 of the Group’s ARA for the year ended 30
June 2020, and are reproduced bsiow.

Links to strategy key:

1. Create a compelling multi-channel offering

2. Build digital capability and scale

3. Continuously evolve our venues proposition

4. Consistently improve our customer experience through innovation

5. Be committed to safe and fair gambling

6. Provide an environment which enables our colleagues to develop, be creative and deliver exceptional
service
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The risks and uncertainties and their mitigations pertaining to the Company are as follows:

1. COVID-19 pandemic

requirements imposed by
governments, colleague and
customer welfare, cashflow
(liquidity), financing (supply-chain
disruption) and impact on the
abllity of the Group to execute its
strategic plans.

In line with respective
Govermnment requirements, all of
the Group's venues were closed
in March 2020. In the UK, re-
opening commenced for Mecca
on 4 July 2020 and for Grosvenor
on 15 August 2020. In Spain re-
opening commenced on 10 June
2020 and in Belgium on 1 July
2020. All venues are required to
comply with social distancing
measures, impacting on capacity.
There can be no certainty as to
when of to what extant applicable
ongoing government measures
will be lifted or whether they will
be reintroduced after they have
been lifted. Furthermore, even
after restrictions are lifted, there
is a risk of depressed demand in
the leisure sector. Customers
may also be more reluctant to
attend our venues.

In response to the COVID-19
pandemic, we have prepared a
number of planning scenarios
based on a range of assumptions
and potential outcomaes. In light
of the above, the risk remains of
further significant impact on our
future operations, and cashflows
beyond the range of assumptions
that have been used to develop
the modelled scenarios.

successfully in response to the
lockdown and consequential
closure of our venues and
offices. The Group implemented
a working-from-home policy in
order to ensure that those
colleagues and areas of the
business less directly impacted
from the closure of venues
could continue to function.

The Group communicates with
its employees in a number of a
different ways and during
lockdown we Increased
significantly our
communications to our
colleagues In order to keep
them up to date with
developments, our plans and
welfare support amrangements.

In relation to our customers, the
Group developed, and
participated in a number of
initiatives aimed at ensuring our
customers did not feel a foss of
community due to the closure of
our venues,

The Group reviewed fts
financing arrangements and
engaged with its banks,
suppliers and landlords.

We continued to communicate
with legislators and regulators
throughout lockdown in
connection with the measures
we have implemanted.
Government support initiatives
have been utilised such as the
Coronavirus Job Retention
Scheme and UK business rates
holiday.

Principal risk Change in Risk mitigation strategy Link to
risk/impact strategy

The immediate organisational Due to the Mitigation in relation to 1,2,3,4,56

risks following the COVID-19 nature of the lockdown.

outbreak arose primarily as a pandemic and

result of the closure of our the ongoing The Group has a pandemic

venues and offices. Such risks uncertainty policy, crisis management and

included business continuity and | this is resilience planning processes

the ability of our technology and | considered an | and venues-closure plans,

IT infrastructure to adapt to increasing which were implemented

sustained working-from-home risk.
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1. COVID-19 pandemic

Principal risk

Change in
risk/Impact

Risk mitigation strategy

Link to
strategy

Mitigation in relation to re-
opening

Detailed analysls and
modelling, with consideration of
all stakeholders' visws, went
into the formulation of re-
opening plans. Such plans are
flexible to take account of local
lockdowns, restrictions being
re-introduced, changes in
customer demand and other
uncertainties that will only be
understood with the passage of
time. We continue to review the
assumptions and modelling
work and are revisiting our
fransformation plan.

We continue to review our
financial covenants and
financing options, our property
portfolio and supply-chain.

Woe continue to have
constructive dialogue with those
bodies that influence our
markets, including Government
and regulators. The importance
of such discussions was
demonstrated in the process to
obtain permisslon to re-open
our venues.

The health and safety of our
colleagues and customers
remains of paramount
Importance and risk
assessments have been an
essential part of our re-opening
plans.

Digital

In refation to the digital
business, which has been
largely unaffected operationally
by the crisis, we have focused
on the implementation of
increased safer gambling
measures.
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2. Changing consumer needs (venues)

Principal risk Change in Risk mitigation strategy Link to

risk/impact strategy
Progressive changes over time in | Increasing The Group monitors flnancial 3,4
consumer spending habits and performance across the
changes in macrceconomic venues. Venues performing
environment can result in lower With the adversely are raised for
numbers of customer visits. macroeconomic | remedial attention with

environment customer satisfaction metrics

g:d continuous | paing ysed to also monitor

oo::Srense:'n venues performance.

spending Changing the venues product

habits, there is | and service offering to have

&n ever- greater appeal to today’s more

ince'gaf";'"tgh leisure-oriented customer is a

Brou o o foous | PriCTIty within the

on assessing transformation programme.

the relevance This will continue to evolve as

of our customer | thereis a better understanding

proposition. of the ongoing impact of

COVID-19 on our customers’
habits.

3. Gambling laws and regulations
Princlpal risk Change in Risk mitigation strategy Link to

riskfimpact strategy
Regulatory and legislative Increasing The Group ensures that it: 5

imes for betting and gaming in .

{:agr markets are o%nst_antly under * actively provides and
review and can change at short With the promotes a cpmpllant
notice. These changes could increased focus environment in which .
benefit or have an adverse effect | of regulators, customers can play safely;
on the business and additional the risk here js | ® Participates in trade
costs might be incurred in order to | considered to be representations to political
comply. increasing, and and regulatory bodies to

the impact of ensure that such

non-compliance stakeholders clearly

could result in undersbapd the posiltive

the imposition of contribution th.at the

licence business provides to the

b economy;

e ine |'+ works with stakeholders

licences and/or and customers to help

fines. publlc understanding of

the gaming offers it
provides; and

* engages with regulators as
appropriate and examines
the learnings from, and
measures adopted by,
other operators and
sectors of the gambling

industry.
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4. Health and Safety

Principal risk Change in Risk mitigation strategy Link to
risk/Impact strategy
Failure to meet the requirements | Stable The Group has defined policies | 3, 6
of the various domestic and and procedures in place which
international rules and regulations are perlodically reviewed and
relating to the health and safety of | It is envisaged updated as appropriate.
our employees and customers that there will be .
could expose the Group (and no further I:g m‘;par:gx éqe:aai:iﬁtag’::
individual directors and immediate o e eoactlo belning la
employees) to material civll, changes In Cndortikan 88 aDorebriate
criminal and/or regulatory action standards. Communication pﬁanz are En
with the associated financlal and place across th emeu
reputational consequences. P-
The health and safety
committee meets regularly and
its attendees include the senior
management of the venues
business. In addition, the head
of health and safety provides
updates on health and safety
practices to each Risk
Committee meeting.
The health and safety team
have been heavily invoived in
the closure and reopening of
our venues as a result of
COVID-19.
5. Taxation
Principal risk Change In Risk mitigation strategy Link to
risk/impact strategy
Changes in fiscal regimes for Stable The Group ensures that it:
betting and gaming In key .
markets can change at short ¢ gx?{?o?lsetgﬁsgt’lglrt\?r
notice. These changes could It is envisaged « performs regular aﬁalysls
benefit or have an adverse effect | that there will be of the financlal Impact to
incurred in order to comply with ga?i%l:\nthe changes to taxation rates;
any fiscal requirements. immediate and
. . + develops organisational
Current key risk areas Include: future. contingency plans as
¢ Remote Gaming Duty; appropriate.
¢ Machine Gaming Duly; and
e Gaming Duty
6. Integration, transformation and technology projects and programmes
Principal risk Change In Risk mitigation strategy Link to
risk/impact strategy
Key Group projects and Stable The Group ensures that 1,2
programmes could fall to dellver, projects and programmes:
resuiting in missed market .
opportunities, and/or take longer | A faiture to * ::nsau%?nc;i(ti g"g;:a""fgs
to deliver, resulting in missed deliver key gome 9
: ° ic well as having sponsorship
synergles and savings. strateg
projects and

6
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programmes
impacts on
customer loyalty
and the strategic
growth of the
organisation.

from a senior-lsvel
stakeholder;

¢ use a structured and
disciplined delivery
methodology to ensure
that they are robustly
managed to achleve their
outcome; and

e use a comprehensive risk
management approach
managed by experienced
project and programme

managers.

7. Business continuity planning and disaster recovery (operational resilience)

adheres to, industry best
practice standards and
relevant laws. Technology and
IT security controls are in
place to restrict access to
sensltive data and ensure
individuals only have access to

Principal risk Change in Risk mitigation strategy Link to
risk/impact strategy
Planning and preparation of the Stable This approach Includes the 1,2,3,4,5,8
organisation to ensure it could development, embedding and
overcome serlous Incidents or refinement of the incident and
disasters and resume normal The crisis management approach
operatlons within a reasonably geographical for the Group in order to
short period, is critical to ensure nature of the proactively manags these
that there Is minimal impact to its :ﬁ:ﬁ:ﬂgen X incidents.
operations, customers and and key risk Group business continuity
reputation. exposures are plans have been refreshed for
Typical disasters might include: known and key sltes and business aregs.
natural disasters such as fires and | Understcod and
floods, accidents impacting key the business
people, insolvency of key was able to
: . b continue
suppliers, negative media operating
campaigns and market notwithstanding
upheavals. the impact of
COVID-19.
8. Data management
Princlipal risk Change in Risk mitigation strategy Link to
risk/impact strategy
The Inability to adequately protect | Stable The Group has in place data 2,4
sensitive customer data and other protection policies and
key data and information assets colleague training in order to
that could be leaked, exposed, The Group has | protect the privacy rights of
hacked or transmitted would developed a individuals in accordance with
result in customer detriment robust control | the relevant local data
e ctinati ' environment in | protection and privacy
formal investigations and/or A leislati d with GDPR
- relation to egisiation and wi '
possible litigation leading to customer data | These are monitored by an
prosecution, fines and damage to | .1 on4'the | experienced data protection
our brands. regulatory officer to ensure that the
requirements_ business is aware Of, and
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)

the data they need to do their
lob.
9. Cyber resilience
Principal risk Change in Risk mitigation strategy Link to
risk/Impact strategy
Cyber-attacks can disrupt and Stable We carry out a number of 2
cause considerable financial and cyber exercises on a regular
reputational damage to the basis to understand the
Group. If a cyber-attack were to Due to the maturity of controls, with a
occur the Group could lose programme of roadmap of further work
assets, reputation and business, | Work in place planned to enhance them
and potentially face regulatory ::‘:vir:jgmse to | within the current IT estate.
ﬁne;ar;d Ilbge':\’t.log ~ &3 well as the incidents and A programme of work Is
Costs of remediation. lessons leamed | ongoing to enhance cyber
Operations are highly dependent | this is security and resilience within
on technology and advanced considered a the IT estate with dedicated,
information systems (such as stable risk to the | specialised resources.
cloud computing) and there isa | C"OUP:
risk that such technology or
systems could fall, or outages
OCCuUr.
10. Dependency on third parties and supply chain
Principal risk Change in Risk mitigation strategy Link to
risk/impact strategy
The Group Is dependenton a Stable The Group has a central 1,2,3,45,6
number of third-party suppliers for procurement team in place to
the operation of its business. The oversee the process for
withdrawal or removal from the The third-party | acquisition of suppliers across
market of one or more of these operating the Group together with the
third-party suppliers, or failure of | €nvironment development of a supplier risk
these suppliers to comply with :::oi;?g‘ss':\ave management framework.
:gcterarsc;tra;;:gtgzﬂ:::t.ig::ld changed as a Close communication and
o ecu; hore t‘:me Sunnliers | result of COVID- | accountability for relationships
igien PP 19, but the risk | within the Group are in place
are niche. to the business | for thege suppllers, with
is ne;aerth:less suppliers required to ensure
considere that Group requirements are
stable.
met.
Discussions have taken place
with suppliers as a result of the
impact of COVID-19,
particularly in relation to the
closure and then re-opening of
our venues.
11. People
Principal risk Change in Risk mitigation strategy Link to
risk/Impact strategy
People are pivotal to the success | Stable A programme of activity is 1,2,3,4,56

of the organisation and a failure to

focused on developing
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attract or retain key individuals diversity across the
may impact the Group’s ability to Consid organisation.
. A ered
deliver on its strategic priorities. ‘stable’ as the A ramme of activity is
A pre-requislte to achieving all of | fisk to the focused on succession
the strategic priorities is ensuring buzlr?aess IS planning for the business
the Group has the right people lrigtwm?gt:r’\’ ding | Particularly at senior levels.
wnth.the ng!\t skills, deployed that the impact | The Group regularly reviews
within the right area of the of COVID-19 its rd propositions
lanored. ulture is a s ic
9 transformation workstream, but
is also considered across all
other workstreams including
safer gambling.
Brexit

An emerging risk Is the Impact of Brexit, where the key challenges to the business are likely to be availabllity
of staff and effect on data handling. We have appropriate business continuity arrangements in place for
short-term border disruptions affecting the movement of our people and are not otherwise over-exposed to
the impact of Brexit in this area. Appropriate data sharing arrangements are in place to allow us to continue
to fulfil our data handling obligations. Given the terms of the withdrawal agreement between the UK and the
EU, there is not anticipated to be an impact of Brexit for the Group In practice until the end of the transitional
period on 31 December 2020.

COVID-19

There is considerable ongeing uncertainty about how COVID-18 will continue to impact the business over
the coming weeks and months. QOur major concern remains to safeguard the health and wellbeing of our
staff. Arrangements have been madae for office staff, who can, to work from home. Where staff cannot work
from home we have ensured that staff rotation and appropriate social distancing measures are in place to
protect their wellbeing.

Section 172 Statement

Section 172 of the Companies Act 2006 (‘Companies Act’) requires the Company’s directors to act in the
way they consider, in good faith, would most likely promote the success of the Company for the benefit of
its members as a whole. In doing so, they must have regard to the following factors set out in section
172(1)(aH{f) of the Companies Act:

a) the likely consequences of any decision in the long term;

b) the interests of the company's employees;

c) the need to foster the company's business relationships with suppliers, customers and others;

d) the impact of the company’s operations on the community and the environment;

e) the desirability of the company maintaining a reputation for high standards of business conduct;
and

f) the need to act fairly as between members of the company.

In discharging their duties, the directors have regard to such factors and take them into consideration when
decisions are made. It is acknowledged that every decislon made will not necessarily result in a positive
outcome for all of our stakeholders. However, by considering the Company'’s purpose, ambition and values
together with its strategic prioritles and having a process in place for decision-making, the directors aim to
make sure that their decisions are consistent and fair.

As is normal for large companies, we delegate authority for day-to-day management of the Company to
executives and then engage management in setting, approving and overseeing execution of the business
strategy and related policies. We review matters relating to financial and operational performance, business
strategy, key risks, stakeholder related matters, diversity and inclusion, health and safety and legal,
governance and regulatory matters. This is done through the consideration and discussion of reports which
are sent In advance of each Board meeting and through presentations to the Board.

The Company’s key stakeholders are its customers, employees, suppliers, the local communities in which it

9
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operates and regulators. The views of and the impact of the Company’s activities on those stakeholders are
an Important consideration for the directors when making relevant decisions. While there are cases where
the board itself judges that it should engage directly with certain stakeholders groups or on certain issues,
the size and spread of both our stakeholders and Group means that generally our stakeholder engagement
best takes place at an operational or group level. We find that as well as being a more efficient and effective
approach, this also helps us achieve a greater positive impact than by working alone as an individual
company. For details on some of the engagement that takes place with the Company’s stakeholders so as
to encourage directors to understand the issues to which they must have regard please see pages 20 to 23
of the Group’s ARA.

During the period we received information to help us understand the interest and views of the Company’s
key stakeholders and other relevant factors. This information was distributed in a range of different formats
including reports and presentations throughout the period. As a result, we have been able us to understand
the nature of any stakeholder concerns and comply with our section 172 duty to promote the success of the
Company and in furtherance of Group's purpose as illustrated in the Group's ARA. We set out below some

examples of how we have had regard to the matters set out in s172.

Stakeholder

Key areas of interest

Examples of engagement during the year

Customer

* Player protection
» Customer experience
*» Relevance of offering

In addition to hosting and serving our customers each and every
day, we regularly, and formally, engage with them through
quantitative and qualitative research to seek their views, opinions
and Insights Into how we can improve our product, services and
user journeys and experiences to better meet their needs and
wants. We also proactively communicate to, and Interact with,
customers on the topic of safer gambling; examples of new
Initiatives Introduced during the year to provide additional
protections for vulnerable customers are set out on pages 45 to 46
of the Group’s ARA.

During the past year consumer research has provided key insights
that have underpinned the development of the Grosvenor One
omnichannel experlence and new products such as new
electronic roulette terminals and game content in Grosvenor.

COVID-18 engagement

Our focus during the COVID-198 pandemic lockdown has been to
ensure that we provide additional protections for vuinerable
customers. During the lockdown, the directors received updates
on, and discussed, communications and engagement with our
customers.

Customers have also been at the heart of our planning for
reopening. We undertook quantitative research to understand
customer sentiment, which provided a good indication of how likely
they were to retum and the key concemns that we needed to
address to encourage them to visit once able to do so. The
research highlighted a need to focus on reassuring customers of
the safety measures that we have put In place and informed both
our operational approach and communication plans. Our
reopening plans were discussed in detail by the directors and the
Group's board. Post reopening, all social channels have been
monitored to gather feedback on how our actions are meeting our
customers’ expectations, and regular customer surveys are in
place to understand how well we are delivering and to identify any
areas that we need to address from a customer perspective.

Our People

» Working environment
= Safer gambling
« Career development and
progression opportunities
* Inclusion & diversity
« Amplifying the employee
voice

Our people are the heart and soul of the business and central to
its success. We ensure there are ongoing forums throughout the
year that enable the exchange of opinion between employees and
the directors and the sharing of views at a Group level. At a Group
level, we also use monthly Town Hall meetings, which are
broadcast to all locations around the world via the web and are
available for subsequent review, as a means to communicate with

10




GROSVENOR CASINOS LIMITED
STRATEGIC REPORT (CONTINUED)

» Effectiveness of
communications

* Remuneration and
benefits

our employees and encourage their participation. The Group chief
executive (also a director) responds to live questions in the Town
Hall meetings. We also conduct a twice-yearly employee opinion
survey against which we track sentiment and the engagement of
our colleagues. Further information about the ways in which the
Group engaged with our employees during the year can be found
on pages 49 to 50 of the Group's ARA.

COVID-19 engagement

During the COVID-19 lockdown and subsequent reopening of our
offices and venues, the directors were acutely aware of the need
for continued engagement. New social media forums were
established for Grosvenor colleagues to express views and share
news. These also became useful for explaining furlough
arrangements and the latest government guidance during
lockdown. Importantly, colleagues were kept out of fuough in
order to ensure that the business was able to maintain regular
contact with those colleagues who had been furloughed, to check
on their welfare and wellbeing.

Communities

» Charitable Initiatives and
contribution to soclety

* Reputation

« Employment

Community links are as important to the directors and our people
as they are to our customers. Our venues are community hubs in
which people spend leisure time and engage and interact with
other customers and with our colleagues. The strength of our
business Is In part due to the long-term trust and relationships
which exist between our colleagues and customers, who very
often will have known each other for many years. During the year
we were delighted, with the help of our customers, to continue to
support the Carers Trust; more detail about our relationship with
the Carers Trust and ways we have worked together during the
year can be found on page 56 of the Group’s ARA.

COVID-19 engagement

The directors and our colleagues were proud to participate in
specific initiatives during the COVID-19 lockdown including
providing meals for emergency service and NHS workers, support
for local vulnerable peopls, free car parking faclilities for NHS
workers and many other activities to ensure that we were
contributing to the natlonal effort within our local communities.
Further examples of how Group did this can be found on page 57
of the Group's ARA.

Regulators
and
Legislators

+ Compliance with laws
and regulations

« Safer gambling

« Affordability

* Policy

* Contribution to the
shaping better regulation

Throughout the year, we have continued to build relationships and
ensure an open dialogue with regulators, government officials and
local authorities. Regular meetings and communications take
place between our compliance team and the UK Gambling
Commission. In addition, during the year, the Group chief
executive (a director) has engaged with MPs, peers and
government officials, including appearing before the House of
Lords Select Committee regarding the soclal and economic impact
of the gambling industry. We have actively participated in
submissions for calls for evidence and consultations with the UK
Gambling Commission and are active members of the Betting and
Gaming Council and the Bingo Assoclation.

COVID-19 engagement

Following the COVID-19 pandemic outbreak, we have held
meetings and/or comesponded with Department for Digital,
Culture, Media and Sport ("DCMS”), HM Treasury, Department for
Business, Energy & Industrial Strategy ("BEIS”), Public Health
England, devolved administrations in Scotland and Wales and the
Home Office in our efforts to present the impact of the closures of
our venues on our stakeholders, and our reopening plans. This

11
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included hosting representatives from Public Health England, the
Cabinet Office and the DCMS at one of our Grosvenor venues in
order to demonstrate the safety measures that we have
implemented.

At a Group level, we have a dedicated procurement function which
engages with our suppliers with the aim of optimising the way that
we work with them. We build relationships regionally and locally
with our suppliers to better understand the markets from where we
source products and services.

COVID-18 engagement

During the year, we continued to build our strong and effective
partnerships through regular communications, the benefit of which
was evidenced during the COVID-19 pandemic when the business
was able work with many of its partners to ensure a pragmatic
approach to the challenges being faced by us and them. We also
worked with our suppliers in support of the national effort including
the provision of food and delivery services for meals for
emergency service workers.

Suppliers « Payment terms
* Payment Practices
+ Fair trading
* Robustness of our
business
* Long-term partnership
By order\ithe board
Mr W.J.S. Floydd
Director

Date: 17 December 2020

12
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The directors present thelr report and financial statements for the year ended 30 June 2020.

Directors
The following were directors of the Company during the year and up to the date of these accounts:

Mr J.P. O'Reilly

Mr W.I.S. Floydd

Mr A. Morgan (resigned 31 July 2019)

Mr J.D. Swaine (appointed 22 October 2019)

Dividends
The directors do not recommend the payment of a dividend (2019: £nil).

Golng concern
The principal risks and uncertainties of the Company are managed at a Group level, with the Group's intra-
group funding structure administered by the Group on behalf of Individual companies within the Group.

The Directors have assessed going concem of the entity and conclude that they are dependent on the group
to provide support to reach that conclusion. As a member of the Rank Group intra-funding structure the
Company has access to capital resources. In the unlikely event that such support is called upon the Directors
have assessed the willingness and abllity to provide the level of financlal support required from Rank Group
Finance Plc, which manage the Group’s treasury function. This assessment covers 12 months from the
approval of the financial statements and the directors are satisfied with the support available.

The Directors conslder, following their review, that there is a degree of risk due to the impact of the COVID-
19 pandemic on consumer sentiment, government policy and the overall impact on consumer demand,
however, appropriate mitigation has been taken via a new equity placing raising gross proceeds of £70
million alongside negotiating an extension of its banking covenants, extending the fiquidity covenant of a
minimum £50 million in cash and avallable facilities, through to March 2022. As such, the board has a
reasonable expectation that the Group Is able to manage its business risks and to continue in operational
existence for 12 months from the date of signing of the accounts.

On this basis, and with Rank Group Finance Pic having confirmed in writing lts intention to continue to
support the Company for 12 months from the approval of this report, the directors consider it appropriate to
adopt the going concern basis for preparing the financial information.

Further detail on the Group’s assessment of going concem can be found in the Directors’ Report in the
statutory accounts for Rank Group Finance Plc for the year ended 30 June 2020.

Human resources

The Company recognises that the contribution made by lts employees is cruclal to the success of the
business. Substantial investment is 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 is encouraged through the use of
incentive schemes to focus employees on key performance indicators. In addition, communication and
consuliation programmes exist at site and Company level. The Company endorses the active application of
equal opportunities policies and programmes to provide falr and equitable conditions for all employees
regardless of sex, family status, religion, creed, colour, ethnic origin, age, disabiilty or sexual orientation.

Future developments
Details of future developments are included in the Strategic Report on pages 2 to 12.

Stakeholder engagement
Details of engaging with our stakeholders are included in the Strategic Report on pages 2 to 12.
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GROSVENOR CASINOS LIMITED
DIRECTORS’ REPORT (CONTINUED)

Statoment of directors’ responsibilities
The directors are responsible for preparing the Strategic Report, Directors’ Report and the financial
statements in accordance with applicable iaw 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 United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Company and of the profit or loss of the Company for that perlod. In preparing
these financial statements, the directors are required to:

¢ present fairly the financial position, financial performance, and cash fiows of the Company;
select sultable accounting policies and then apply them consistently;

o present Information, Including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information;
make judgements and estimates that are reasonable and prudent;
provide additional disclosures when compliance with the specific requirements In UK Generally
Accepted Accounting Practice is 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 UK Generally
Accepted Accounting Practice, subject to any material departures disclosed and explained in the
financial statements; and

¢ prepare the financial statements for the Company on the going concemn basis, unless it is appropriate
to assume that the Company will not continue in business, in which case there should be supporting
assumptions or quallfications.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company’s transactions and disclose with reasonable accuracy at any time 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.

Insurance and indemnities

Rank 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
indemnity provides cover in situations where a director has acted fraudulently or dishonestly.

Financial instruments

The Company finances its activities with a combination of finance leases, intercompany funding and cash at
bank, details of which are disclosed in note 22. Other financial assets and liabllities arise directly from the
Company's operating activities.

These financial instruments give rise to market, credit and liquidity risks. As a wholly owned subsidiary of
Rank many of these risks are combined on a group basis and managed by a centralised treasury team.
Detalis of the financlal risk management objectives and policles of this centralised team are disclosed In note
19 of Group’s ARA. Detalls of how to obtain this report are shown in note 23.

Post balance sheet events
The Rank Group Pic, the parent undertaking of the smallest group to consolidate the financlal statements

of the Company, continues to closely monitor the ongoing govermment response to the COVID-19
pandemic in the markets in which it operates, and will continue to implement and adapt the business in
respense to the government guidance.

There is degree of risk relating to how COVID-19 will develop over the coming weeks and months after it
was announced as a global health emergency by the World Health Organisation on 31 January 2020. Our
major concern is to safeguard the health and wellbeing of our staff and as a result business travel has
been stopped and video conferencing used as an alternative. Arrangements have been made for office
staff, who can, to work from home. Where staff cannot work from home we have ensured that staff rotation
and appropriate social distancing measures are in place to protect their wellbeing.
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GROSVENOR CASINOS LIMITED
DIRECTORS’ REPORT (CONTINUED)

As at the date of signing the accounts, 21 of 51 Grosvenor Venues have been re-opened following the
recent national lockdown. Trading in those venuss is in (ine with expectations in the short period that
venues have been able to reopen.

Auditors

So far as each person who was a director at the date of approving this report Is aware, there is 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.

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

By order of the board

ol

W.J.S. Floydd
Director

Date: 17 December 2020
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF GROSVENOR CASINOS LIMITED

Opinlon

We have audited the financial statements of Grosvenor Casinos Limited (the ‘Company') for the year ended 30
June 2020 which comprise the Income Statement, the Balance Sheet, the Statement of Comprehensive
Income, the Statement of Changes in Equity and the related notes 1 to 25, including a summary of significant
accounting policies. The financial reporting framework that has been applied In their preparation is applicable
law and United Kingdom Accounting Standards including FRS 101 “Reduced Disclosure Framework (United

Kingdom Generaily Accepted Accounting Practice).
In our opinion, the financial statements:

¢ give a true and fair view of the company's affairs as at 30 June 2020 and of its profit for the year then

ended;

+ have besen properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

« have been prepared in accordance with the requirements of the Companies Act 2006.

Basls for opinlon

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and appilicable
law. Our responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the financial statements section of aur report below. We are independent of the company in accordance
with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the
FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these

requirements.

We beligve that the audit evidence we have obtained is sufficient and appropriate to provide a basls for our
opinion.

Emphasis of Matter

We draw attention to note 1 and 25 of the financial statements, which describe the economic and social Impact
on the company as a result of COVID-19 which has the potential to impact on the Group's sales, profitability
and cash flow given the ongoing uncertainty over restrictions attached to governments response to the
pandemic and overall customer sentiment. Our opinion is not modified in respect of this matter.

Concluslons relating to going concem

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

o the directors’ use of the going concem basis of accounting in the preparaton of the financial
statements Is not appropriate; or

« the directors have not disclosed in the financial statements any identified material uncertainties that may
cast gignificant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of twelve months from the date when the financial statements are authorised for
issue.

Other Information

The other information comprises the information Included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated In this report, we do not express any form of assurance conclusion thereon.

in connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, conslder whether the other information Is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materlally misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the work
we have performed, we conclude that there is a material misstatement of the other information, we are required

to report that fact.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF GROSVENOR CASINOS LIMITED
{CONTINUED)

We have nothing to report In this regard.
Opinions on other matters prescribed by the Companies Act 2006
in our opinion, based on the work undertaken in the course of the audit:

« the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
» the strategic report and directors’ report have been prepared in accordance with applicable legal

Matters on which we are required to report by exception

in the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2008 requires

us to report to you if, in our opinion:

e adequate accounting records have not been kept or returns adequate for our audit have not been received
from branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; or

o certain disclosures of directors’ remuneration specified by law are not made; or

o we have not recsived all the information and explanations we require for our audit.

Responsiblilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 14, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view, and for
such internal control as the directors determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue
as a going concem, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the company or to cease operations, or have no
realistic alternative but to do so.

Auditor's responsiblilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to Influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at hitps:/Awww.fre.org.uk/auditorsresponsibilities. This description forms part of our
auditor's report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our 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 responsibiiity 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.

-

KI/AJ} }70\,\) wf.

Annie Graham (Senlor statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Glasgow

17 December 2020
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GROSVENOR CASINOS LIMITED
INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2020

Year ended Year ended
30 June 30 June
2020 2019
Underlying  Seoparately Total Underlying  Separately Total
Note €000  disclosed £000s £000  disclosed £000s
items (note itemns (note
39) 3)
£000s £000s
Revonue 2 180,977 - 180,977 215,832 - 215,832
Cost of sales (119,430) - (119,439) (136,136) - (138,136)
Gross profit 61,538 - 61,538 79,696 - 79,696
Other operating ‘
Income 3 12,954 - 12,954
Other operating costs 3 (60,168) 2,001 (58,167) (69,498) (7.008) (76,506)
Operating profit 3 14,324 2,001 16,325 10,108 (7.008) 3,180
Interest recelvable 4 824 743 1,567 453 453
Interest payable 4 (2,518) - (2,518) (186) - (186)
Net interest
tvable 4 (1.694) 743 (851) 267 - 267
Profit from ordinary
activities hafore 12,630 2,744 15,374 10,4685 (7.008) 3.457
taxation
Taxation 5 (4.314) 384 (3.830) (2,289) 1,070 (1.219)
Profit for the period 8,316 3128 11,444 8,176 (5,938) 2,238
All results are from continuing operations.
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2020
Year ended Year ended
30 June 2020 30 June 2019
£000 £000
Profit {loss) for the year 11,444 2,238
Total comprehensive income (expense) for the year 11,444 2,238
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GROSVENOR CASINOS LIMITED

BALANCE SHEET
AT 30 JUNE 2020
At 30 June At 30 June
2020 2019
Note £000 £000
Fixed assets
Intanglble assets 8 69,067 69,820
Tangible assets 9 59,955 58,744
Right-of-use assets 10 53,593 -
Investments 1 - -
182,615 129,573
Curmrent assets
Stock 12 440 639
Other receivables 14 76,006 43,069
Cash at bank and in hand 19 - 17,071
76,446 60,779
Payables: amounts falling due within one year
Trade and other payables 15 (41,530) (35,445)
Income tax payable (2,432) (3,395)
Lease liabilities 16 (14,320) -
Obligations under finance leases - (668)
(58,282) (39,508)
Net current assets 18,164 21,271
Total assets less current liabilities 200,779 150,844
Payables: amounts falling due after more than
one year
Trade and other payables 15 (223) (2,747)
Lease llabilities 16 {57,225) -
Obligations under finance leases - (784)
Deferred tax liability 13 (6,721) {7,595)
_(64,169) (11,126)
Provisions for liabilities 17 (929) (8,596)
Net assets 135,681 131,122
Capital and reserves
Ordinary share capital 18 39,000 39,000
Retained earnings 96,681 92,122
Total equity 135,681 131,122

The notes on pages 21 to 40 are an integral part of these financial statements.

These accounts were approved by the board on 17 December 2020 and signed on its behalf by:

Jor

Mr W.J.S. Floydd
Director
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GROSVENOR CASINOS LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2020

At 1 July 2018

Total comprehensive income:

Profit for the year

Transactlons with owners:

Credit in respect of employee share schemes
including tax

At 30 June 2019

Effect of adoption of IFRS 16

At 1 July 2019 - Adjusted comprehensive
Total comprehenslve income:

Profit for the year

Transactions with owners:

Credlt in respact of employee share schemes
including tax

At 30 June 2020
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Ordinary Retalned Total
share capital eamnings

£000 £000 £000

38,000 89,848 128,848

- 2,238 2,238

36 36

39,000 92,122 131,122

- (6,931) (6,931)

39,000 85,191 124,191

- 11,444 11,444

- 48 46

39,000 96,681 135,681




GROSVENOR CASINOS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1. Accounting policies

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

A Basls of preparation

The financial statements are prepared in accordance with Financial Reporting Standards 101 ‘Reduced Disclosure
Framework' and accordance with the Companies Act 2006. The Company has taken advantage of the following
disclosure exemptions under FRS101:

s The requirements of IAS7 'Statement of Cash Flows';

» The requirements of paragraph 17 of IAS24 ‘Related Party Disclosures’,

e The requirements in IAS24 ‘Related Party Disclosures’ to disclose related party transactions entered into
between two or more members of a group, provided that any subsidiary which is party to the transaction is
wholly owned by such a member;

The requirements of paragraph 45(b) and 46-52 of IFRS2 ‘Share Based Payments’;

The requirements of IFRS7 'Financial Instruments: Disclosures’;

The requirements of paragraph 134(d) — 134(f) and 135(c) — 135(e) of IAS38 ‘Impairment of Assets’,

The requirements of paragraphs 10(d) and 134 — 136 of IAS1 ‘Presentation of Financial Statements’; and
The requirements of paragraph 38 of IAS1 ‘Presentation of Financial Statements’ to present comparative
information in respect of paragraph 73(e) of IAS16 ‘Property, Plant and Equipment’, and paragraph 118(e)
of IAS38 'Intangible Assets’.

The results of the Company, along with the equivalent disclosures in respect of the exemptions listed above are
included in the Group’s ARA, details of which are contained in note 23.

The Company is itself a subsidiary company and is exempt from the requirement to prepare group financial
statements by virtue of section 400 of the Companies Act 2008. These financial statements therefore present
information about the Company as an individual undertaking and not about its group. The financial statements have
been prepared under the historical cost convention.

Golng concern
The principal risks and uncertainties of the Company are managed at a Group level, with the Group’s intra-group
funding structure administered by the Group on behalf of individual companies within the Group.

The Dlrectors have assessed going concern of the entity and conclude that they are dependent on the group to
provide support to reach that conclusion. As a member of the Rank Group intra-funding structure the Company
has access to capital resources. In the unlikely event that such support is called upon the Directors have assessed
the willingness and ability to provide the level of financlal support required from Rank Group Finance Plc, which
manage the Group's treasury function. This assessment covers 12 months from the approval of the financial
statements and the directors are satisfied with the support available.

The Directors consider, following their review, that there is a degree of risk due to the impact of the COVID-19
pandemic on consumer sentiment, government policy and the overall impact on consumer demand, however,
appropriate mitigation has been taken via a new equity placing ralsing gross proceeds of £70 million alongside
negotiating an extension of Its banking covenants, extending the liquidity covenant of a minimum £50 miilion In cash
and avallable facilities, through to March 2022, As such, the board has a reasonable expectation that the Group is
able to manage Its business risks and to continue in operational existence for 12 months from the date of signing
of the accounts.

On this basis, and with Rank Group Finance Pic having confirmed in writing its intention to continue to support the
Company for 12 months from the approval of this report, the directors consider it appropriate to adopt the going
concern basis for preparing the financial information.

Further detail on the Group's assessment of going concem can be found in the Directors’ Report in the statutory
accounts for Rank Group Finance Plc for the year ended 30 June 2020.

Accounting estimates and jJudgements

In the application of the Company's accounting policies, the directors are required to make judgements, estimates
and assumptions. The estimates and associated assumptions are based on historical experience and other factors
that are considered to be relevant. Actual results may differ from these estimates. The estimates and underlying
assumptions are reviewed on an ongoing basis. Revislons to accounting estimates are recognised In the period in
which the estimate s revised if the revision affects only that period or in the period of the revision and future periods
if the revision affects both current and future periods.
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GROSVENOR CASINOS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

1. Accounting policies (continued)
A Basic of preparation (continued)

Critical accounting judgements
The following are the critical accounting judgements, apart from those involving estimates (which are dealt with

separately below) that the directors have made in the process of applying the Company's accounting policies and
that have the most significant effect on the amounts recognised in the financial statements.

The Company has changed the adjusted results It discloses on Its consolidated Income statement in addition to the
IFRS compliant measures. The presentation of the incoms statement has changed from “before exceptional items®
and “exceptional items" in the prior year to “underlying” and “separately disclosed items” (‘SDIg’) in the current year.
The comparatives in the income statement have been restated to reflect this change.

SDiIs are items that are material and infrequent in nature and/or do not relate to underlying business performance.
They are effectively “exceptional items® as per the prior year plus other items that do not relate to underlying
business performance. “Exceptional items” in the prior year were described as material non-recurring items. The
change was made to provide more relevant information to the users of the accounts as the ‘underlying’ results more
appropriately represent the underlying performance of the group, enable comparability between years and amongst
peers within the industry, is in line with common practice and shows the underlying measures used to run the
business.

Judgement is required in determining whether an Item should be classified as an SDI or Included within the
underlying results.

Separately disclosed items include (but are not limited to):

+ Amortisation of acquired intangible assets;

= Profit or loss on disposal of businesses;

« Acquisition and disposal costs including changes to deferred or contingent consideration;
* Impairment charges;

* Reversal of impairment charges;

* Restructuring costs as part of an announced programme;

* Retranslation and remeasurement of foreign currency contingent consideration,;

« Discontinued operations; and

* Tax impact of all the above.

For further detalil of those items included as SDIs, refer to note 3.

Key sources of estimation uncertainty
The estimates and assumptions which have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are discussed below.

() Estimated impairment of intangible assets and property, plant and equipment.
Details of the Company's accounting policy in relation to impairments and impalrment reversals are disclosed in

part E of this note.

The application of the policy requires the use of accounting estimates and judgements Iin determining the
recoverable amount of cash-generating units to which the intangible assets and property, plant and equipment are
assoclated. The recoverable amount is the higher of the fair value less costs of disposal and value in use. Estimates
of fair value less costs of disposal are performed internally by experienced senior management supported by
knowledge of similar transactions and advice from external experts or, if applicable, offers received. Value In use
is calculated using estimated cash flow projections from financial budgets, discounted by selecting an appropriate
rate for each cash-generating unit. The best estimate of the directors may differ from the actual resuits.

In the current year, as a result of the COVID-19 pandemic, the Company has assessed the impact of incorporating
an additional COVID-19 risk factor into the impairment testing of goodwill and non-current assets and included
additional sensitivity analysis in the disclosures. The key judgement is the timing for the reopening of venues post
lockdown and the impact on estimated future cashflows. With regards to the reopening of venues there were
_ Indicators of some uncertainty observable at the balance sheet date with regards to these launch plans, these have
been factored into the Company's impairment calculations as at 30 June 2020. At 30 June 2020 balance sheet
date, the UK was still starting to move out of the “lockdown™ phase and the date for casinos being permitted to
reopen had not been announced at this point. Subsequently, casinos started to reopen from 15 August 2020.



GROSVENOR CASINOS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
1. Accounting policies (continued)
A Basic of preparation (continued)

(i) Property related Provisions

Provisions are recognised in accordance with the policy disclosed in part L of this note. Estimates have been made
in determining (1) the remalning costs from the Group restructuring and simplification project (2) the amount and
likelihood of settlement of indirect tax provisions. Management's judgement is that the cost provided represents
the lower of the cost of fulfllling the contract or the cost of exiting the contract. In calculating property lease
provisions, estimates are made of the discounted cash flows assoclated with the property and its assoclated
operations including sub-let income together with estimates of any dilapidation obligations. Further detalls of
provisions made are disclosed in note 17. The best estimate of the directors may differ from the actual results.

Standards, amendments to and interpretations of existing standards adopted by the Company.

The following accounting standards, interpretations, Improvements and amendments have become applicable for
the current period:

‘'« Amendments to IFRS 9, IAS 39 and IFRS 7: interest Rate Benchmark Reform

* Amendments to IAS 1 and IAS 8: Definition of Material

* Amendments to References to the Conceptual Framework in IFRS Standards

* IFRS 16 — Leases

* IFRIC 23 -~ Uncertainty over Income Tax Treatments

Other than IFRS 16 — Leases, which is dlscussed below, the Company has not been materially impacted by the
adoption of any new standards in this financlal year, and has not early adopted any standard, amendment or
interpretation that was issued but is not yet effective.

IFRS 16 ~ Leases

The Company has adopted IFRS 16 using the modified retrospective method. Consequently, IFRS 16 is adopted
from 1 July 2019 and comparatives for the year ended 30 June 2019 have not been restated, as permitted under
the specific transitiona! provisions in the standard. The reclasslfications and the adjustments arising from the new
leasing standard are therefore recognised in the opening balance sheet on 1 July 2019.

Transitional and current year impact

On adoption of IFRS 16, the Company recognised lease liabilities in relation to leases which had previously been
classified as ‘operating leases’ under the principles of IAS 17 Leases. Thess liabilities were measured at the present
value of the remaining lease payments, discounted using the lessee’s incremental borrowing rate as at 1 July 2018,
The weighted average lessee’s incremental borrowing rate applied to the lease liabilities on 1 July 2019 was 3.08%.

£000
Operating lease commitments disclosed as at 30 June 2019 85,854
Impact of discounting using the lessee’s incremental borrowing rate at the
date of initial application (10,457)
Subtotal 75,398
Finance lease liability already racognised as at 30 June 2019 3,579
Leass liability recognised as at 1 July 2019 78,877
Current liabilities 10,821
Non-current llabilities 68,156
Lease llabllity recognised as at 1 July 2019 78,977

Under the modified retrospective approach, the majority of assoclated right-of-use assets were measured as if IFRS
16 had always been applied. The remainder were measured at an amount equal to the lease liability, adjusted by
the amount of any prepaid or accrued lease payments relating to that lease recognised in the balance sheet as at
30 June 2019. This approach was used for these leases due to the practical complexities of restating the right-of-
use assets as though IFRS 16 had always been applied, for example, due to a lack of available historic data, and/or
lease specific complexities such as a large number of modifications and peppercorn rent.

The Company did not change the initial carrying amounts of the recognised assets and llabliities at the date of the
Initial application for leases previously classified as finance leases (i.e. the right of use assets and lease liabllities
equal the lease assets and liabilities recognised under IAS 17). The requirements of IFRS 16 were applied to these
leases from 1 July 2019 onwards.




GROSVENOR CASINOS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

1. Accounting policles (continued)
A Baslc of preparation (continued

The effect of adopting IFRS 16 as at 1 July 2019 is as follows:

Assets £000
Right-of-use assets* 64,057
Net investment in finance leases 846
Prepaid rent (2,538)
Deferred tax assets 1,626
Total assets 64,093
Liabilities

Lease liabllitles* (78,977)
Rent accruals 2,686
Onerous lease provisions 5,267
Total liabilities (71,024)
Total adjustment on equity:

Retained earnings {6,931)

* These balances exclude the impact of IAS 17 finance leases on translition since the Group as a lessee used the camying amount of the lease
asset and lease liability (£1.5m) Immediately before the date of initial application on transition. There is no impact to retained eamings.

As at 30 June 2018, the onerous lease provision was £5.3m. The Company has taken the practical expedient to
use this amount as an alternative to perform an impairment review and as at 1 July 2019, the Company reallocated
the full onerous lease proviston as an Impairment against the right-of-use asset.

For the year ended 30 June 2020 operating profit Increased by £2.6m and finance costs Increased by £2.4m as a
result of applying IFRS 16. The net impact was £0.2m of profit before tax. This is illustrated in the table below.

£000
Operating profit 2,609
Finance costs (2,371)
Profit before tax 238

Practical expedients applied as part of transitioning to IFRS 16
in applying IFRS 16 for the first time, the Group has used the following practical expedients permitted by the
standard:

« the use of a single discount rate to a portfolio of leases with reasonably elmilar characteristics;

+ the exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial application,;

+ not to reassess whether a contract is or contains a lease at the date of initial application. Instead, for contracts
entered into before the transition date the Group relied on its assessment made applying IAS 17 and IFRIC 4
determining whether an arrangement contains a lease.

¢ the use of hindsight in determining the lease term where the contract contains options to extend the lease; and
onerous lease provisions have been netted against the right-of-use asset balances at the initial application
date.




GROSVENOR CASINOS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

1. Accounting policies (continued)
B Revenue recognition
Revenue consists of the fair value of sales of goods and services net of VAT, rebates and discounts.

(a) Gaming win

Revenue for casinos includes gaming win before deduction of gaming-related duties. Although disclosed as
revenue, gaming win — casino is accounted for and meets the definition of a gain under IFRS 9 “Financial
Instruments®. Gaming revenue includes gains and losses arising where customers play against the house. Due to
the nature of the transaction, the amount of the payment the Group may be obliged to pay to the customer is
uncertain. The financial instrument is therefore a derivative and is initially recognised at fair value and subsequently
remeasured to fair value with changes in fair value recorded in profit and loss. The initial fair value is generally the
amount staked by the customer and includes adjustment for customer incentives, such as free bets, promotions
and customer bonuses, where applicable. The instrument is subsequently remeasured when the result of the
transaction is known and the amount payable is confirmed. This movement may be a gain or a loss. Galns and
losses are offset on the basis that they arise from similar transactions. Such gains and losses are recorded in
revenue.

(b) Food and beverage
Revenue from food and beverage sales Is recognised at the point of sale.

The Company’s business operates solely in the United Kingdom.

C Intangible assets

(i) Computer sofiware and other development costs - Acquired computer software licences are capitalised on the
basls of the costs Incurred to acquire and bring to use the specific software. These costs are amortised on a straight-
line basis over thelr estimated useful lives (three to five years).

Costs associated with maintaining computer software programmes are recognised as expenses are incurred.
Costs that are directly associated with the production of identifiable and unique software products controlied by the
Company, and that will probably generate economic benefits exceeding costs beyond one year, are recognised as
intangible assets for both externally purchased and Internally developed software. Direct costs include employee
costs for sofiware development.

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

(ii) Casino licences - The Company capitalises purchased casino licences. The amount capitalised is the difference
between the price paid for a casino property and the associated licence and the fair value of a similar property
without a casino licence. Management believes that casino licences have indefinite lives as based on all relevant
factors there is no foreseeable limit to the period 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 is reviewed annually for
impairment. Any costs incurred renewing casino licences are expensed as incurred.

D Tangible assets

Tangible assets are stated at cost, net of accumulated depreciation and impairment. Such cost Includes expenditure
that is directly attributable to the acquisition of the ltems. Subsequent costs are included in the asset's carrying
amount or recognised as a separate asset, as appropriate, only when it is 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 fo the income statement during the financial period in which they are incurred.
Depreciation is calculated on assets using the straight-line method to allocate their cost less residual values over
their estimated useful lives, as follows:

» freehold and leasehold property 50 years or lease term if less;

« refurbishment of property 5 -20 years; and

o fixtures, fittings, plant and machinery 3 - 20 years.

Residual values and useful lives are reviewed, and adjusted prospectively if appropriate, at each balance sheet
date. Land is not depreciated. An Item of tangible assets are derecognised upon disposal or when no future
econcmic 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 carmrying amount of the asset) is included
in the income statement.

Pre-opening costs are expensed to the income statement as incurred.
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1. Accounting Policles (continued)

E Impairment of intanglble assets and tangible assets

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable or where they indicate a previously recognised impairment
may no longer be required.

An impairment loss is recognised for the amount by which the asset's carrying amount exceeds its recoverable
amount. The recoverable amount is 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
identifiable 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 companies of

assets,

if an impairment loss is recognised, the carrying amount of the asset (cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised as an exceptional expense in the income statement
immediately.

Where an Impalrment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, but only to the extent that the increased carrying
amount does not exceed the camying amount that would have been determined had no impairment loss been
recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised as
exceptional income immediately.

Any impairment is allocated equally across all assets in a cash generating unit unless there is an indication that a
class of assets should be impaired in the first instance or a fair market value exists for one or more assets. Once
an asset has been written down to its fair value less costs to sell then any remaining impairment is allocated equally
amongst the remaining assets.

F Investments in subsidiaries
Investments in subsidiaries are held at cost less impairment.

G Taxation
Current tax is applied {o taxable profits at the prevailing tax rate for the year.

Deferred tax is provided in full, using the balance sheet liabllity method, on temporary differences arising between
the tax bases of assets and llabilities and their carrying amounts in the financial statements. However, if deferred
tax arises from the initial recognition of an asset or liability in a transaction other than a business combination that
at the time of the transaction affects neither accounting nor taxable profit or loss, it is not accounted for. Deferred
tax is 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 is realised or the deferred tax liability is settied.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against
which the temporary differences can be utilised.

H Employee benefit costs

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

(i) Share-based compensation - The Company operates an equity-setiied, share-based compensation plan
relating to Rank. The fair value of the employee services recelved in exchange for the grant of the options is
recognised as an expense. The total amount to be expensed over the vesting period Is determined by reference to
the falr 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 recognisas the impact of the revislon of original estimates, if any, in the income statement, and a
corrasponding adjustment to equity over the remaining vesting period.

(i) Bonus plans — The Company recognises a fiabllity in respect of the best estimate of bonuses payable where
contractually obliged to do so or where past practice has created a constructive obligation.
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1. Accounting Policies (continued)

| Stock

Stock Is valued at the lower of cost and net realisable value. Cost of stock Is determined on a “first in, first ouf”
basis. The cost of finished goods comprises goods purchased for resale. Net realisable value is the estimated
selling price in the ordinary course of business, less the cost of completion and selling expenses. When necessary,
provision Is made for obsolete and slow-moving Iinventories.

J Flnancial Assets

Initlal recognition and measurement

Financial assets are classified, at Initial recognition, as subsequently measured at amortised cost, fair value through
other comprehensive income (OCl), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash fiow
characteristics and the Company's business model for managing them.

In order for a financial asset to be classified and measured at amortised cost or falr value through OCI, It needs to
give rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal amount
outstanding. This assessment is referred to as the SPPI test and is performed at an instrument level. Financial
assets with cash flows that are not SPPI are classified and measured at fair value through profit or loss, irrespective
of the business model.

Subsequent measurement
For purposes of subsequent measurement, financlal assets are classified in four categories:
» Financial assets at amortised cost (debt instruments)
+  Financlal assets at fair value through OCI with recycling of cumulative gains and losses {debt instruments)
+ Financlal assets designated at fair value through OCI with no recycling of cumulative gains and losses upon
derecognition {equity instruments)
+ Financlal assets at fair value through profit or loss
The Company only holds financial assets that are classified and measured at amortised cost.

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method and are
subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified
or Impalred.

The Company’s financlal assets at amortised cost includes other receivables and cash.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognised when:

« The rights to receive cash flows from the asset have expired

Or

« The Company has transferred its rights to receive cash fiows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party.

Impairment

The Company recognises an allowance for expected credit losses (ECLs) for all debt Instruments not held at fair
value through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance
with the contract and all the cash flows that the Group expects to receive, discounted at an approximation of the
original effective interest rate. The expected cash flows will include cash fiows from the sale of collateral held or
other credit enhancements that are infegral to the contracfual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in
credit risk since Initial recognition, ECLs are provided for credit losses that result from default events that are
possible within the next 12-months (a 12-month ECL). For those credit exposures for which there has been a
significant increase in credit risk since initial recognition, a loss allowance is required for credit losses expected
over the remaining life of the exposure, imespective af the timing of the default (a lifetime ECL).

For other receivables the Company applies a simplified approach in calculating ECLs. Therefore, the Company
does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each
reporting date. The Company assesses this based on its historical credit loss experience, adjusted for forward-
looking factors specific to the receivables and the economic environment.
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1. Accounting Policies (continued)
J Financlal Assets (continued)

Impairment

The Company recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair
value through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance
with the contract and all the cash flows that the Group expeacts to recelve, discounted at an approximation of the
original effective interest rate. The expected cash flows will Include cash flows from the sale of collateral held or
other credit enhancements that are integral to the contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in
credit risk since initial recognition, ECLs are provided for credit losses that result from defauit events that are
possible within the next 12-months (a 12-month ECL). For those credit exposures for which there has been a
significant increase in credit risk since initial recognition, a loss allowance is required for credit losses expected
over the remaining life of the exposure, irmespective of the timing of the default (a lifetime ECL).

For other receivables the Company applies a simplified approach in calculating ECLs. Therefore, the Company
does not track changes In credit risk, but Instead recognises a loss allowance based on lifetime ECLs at each
reporting date. The Company assesses this based on its historical credit loss experience, adjusted for forward-
looking factors specific to the receivables and the economic environment.

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 original maturity of three months or less.

L. Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past
events and it is more likely than not that an outflow of resources will be required to settle the obligation and the
amount can be reliably estimated. Provisions are measured at the best estimate of the expenditures required to
seftle the obligation. If the effect of the time value of money Is material, provisions are discounted using a pre-tax
rate that reflects, where appropriate, the risks specific to the liabllity. The increase in the provision due to the
passage of time is recognised as a finance cost.

M Separately disclosed items

The Company separately discloses those items which are required to give a full understanding of the Company'’s
financial performance and aid comparability of the Company’s resuits between periods. Exceptional items are
considered by the directors to require separate disclosure due to their size or nature in relation to the Company.

N Financial Liabllitles

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans
and borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables,
net of directly attributable transaction costs.

The Company's financial liabilities include trade and other payables.

Subsequent measurement
For purposes of subsequent measurement, financial liabilities are classified in two categories:

* Financial liabilities at fair value through profit or loss
+ Financial liabilities at amortised cost

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities

designated upon initial recognition as at fair value through profit or loss.
Financial liabilities designated upon initial recognition at fair value through profit or loss are designated at the initial
date of recognition, and only if the criteria in IFRS 9 are satisfied.

Financial liabilitles at amortised cost

After initial recognition, Interest-bearing loans and borrowings are subsequently measured at amortised cost using
the EIR method. Galns and losses are recognised in profit or loss when the liablilties are derecognised as well as
through the EIR amortisation process.
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1. Accounting Policles (continued)
N Financlal Liabllities {(continued)

Derecognition

A financial liability Is derecognised when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liabillty are substantially modified, such an exchange or modification Is treated as the
derecognition of the original liabllity and the recognition of a new liabllity. The difference in the respective carrying
amounts is recognised in the statement of profit or loss.

Offsetting of financlal Instruments

Financial assets and financial liabilities are offset and the net amount is reported if there is a currently enforceable
legal right to offset the recognised amounts and there is an intention to settle on a net basis, to realise the assets
and setile the liabilities simultaneously.

O Government grants

Govemment grants are recognised where there is reasonable assurance that the grant will be received, and all
attached conditions will be complied with. When the grant relates to an expense item, it is recognised as income
on a systematic basis over the periods that the related costs, for which it is intended to compensate, are expensed.

P Foreign currency translation
The Company’s functional and presentational currency is £ sterling. Foreign currency transactions are translated
into the functional currency using the spot exchange rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-monetary items
measured at historical cost are translated using the exchange rate at the date of the transaction and non-monetary
items measured at fair value are measured using the exchange rate when fair value was determined.

Foreign exchange gains and losses resulting from the settiement of transactlons and from the translation at
perlod-end exchange rates of monetary assets and liabllities denominated in foreign currencies are recognised in
the Statement of Comprehensive Income except when deferred in other comprehensive Income as qualifying cash
flow hedges.

29



GROSVENOR CASINOS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. Revenue
Year ended Year ended
30 June 2020 30 June 2018
£000 £000
Geographlcal market
UK 180,977 215,832
Total 180,977 215,832
An analysis of the Company’s revenue by category is as follows:
Year ended Year ended
30 June 2020 30 June 2019
£000 £000
Category
Gaming win - Casino 168,634 198,779
Food and beverage 10,561 14,949
Other 1,782 2,104
Total 180,977 215,832
3. Operating profit for the year
The following items have been charged (credited) in arriving at operating profit for the year:
Year ended Year ended
30 June 2020 30 June 2019
Note £000 £000
Other operating income 12,954 -
Staff costs 20 61,857 67,512
Cost of stock recognised as expense 6,838 8,597
Amortisation of intangibles 8 353 451
Depreciation of tangible assets
- owned assets 9 12,266 13,227
- finance lease assets 9 - 615
- right-of-use assets 10 8,584 -
Exceptional costs (see below) (2,744) 7,008
Operating iease rentals
- minimum lease payments - 18,791
- sub lease income - 477)
Repairs and maintenance expenditure on tangible assets 1,968 2,127

Other operating income for the year ended 30 June 2020 related to government grants received from
reimbursement of employee costs relating to staff furloughed due to COVID-19 under the Coronavirus Job
Retention Scheme.

Audit fees of £5k have been bomne by a fellow group company, Rank Leisure Holdings Limited.

The analysis of the exceptional items during the year Is as follows:

Year ended Year ended
30 June 2020 30 June 2019
£000 £000

Exceptional operating costs:
Property related provisions - (209)
Impairment of assets 2,677 K]
Pay Provision (1,088) 2,500
VAT claim (3,596) .
Restructuring and relocation costs 6 4,427
Exceptional operating cost (2,001) 7,008
Interest receivable (743) -
Total exceptional operating cost (2,744) 7,008
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GROSVENOR CASINOS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3. Operating profit for the year (continued)

Year ended 30 June 2020

Impairment charges

Following the closure of venues as a result of the COVID-19 outbreak, the Company recognised impairment
charges of £2.7m. These non-cash charges are material and not expected to occur every year and as such have
been disclosed separately to allow comparability between periods and to reflect the underiying performance of the
business.

Pay provision

In the year ended 30th June 2019, the Company made a £2.5m provision for the angoing HMRC investigation into
breachss of the National Minimum Wage regulations. The Company reached agreement with HMRC in early 2020
for total costs of £1.4m resuiting in a provislon release of £1.1m. All cosis have been settied. As these are material,
infrequent items and do not form part of the underlying business performance, they are removed from the underlying
results.

VAT claim

During the year, the Company successfully concluded the legal process to reclaim VAT pald on sfot machines
between 2002 and 2005. This amounted to £3.6m and a further £0.7m is reported as a separately disclosed item
within net financing Income. These have been removed from underlying operating resuits as they are material,
infrequent in nature and do not represent underlying performance.

Interest receivable
In the year, £0.7m of finance income relates to interest on the successful VAT claim. These have been removed

from underlying operating results as they are material, Infrequent in nature and do not represent underlying
performance.

Year ended 30 June 2018
A net credit of £288,000 from onerous property leases has been recognised in the year. This represents a net
release from small changes in cost expectations at three properties where an onerous lease is currently recognised.

The company recognised an impairment charge of £380,000 In respect of the venue at Southend as it had not
performed in line with expectations and are not expecting significant improvements. This impairment charge is
entirely against the tangible fixed assets of this venue.

The Company also recognised £4,427,000 of redundancy and relocation costs due to finalising the Group
restructuring and simplification project.

The pay provision regarding the National Minimum Wage (NMW) Regulations has arisen because Rank's pay
averaging practice does not meet the strict timing reguirements of the NMW Regulations. Rank does not have any
headline retes of pay below the NMW and over the course of a year colleagues will have received their contractual
rate of pay. However, in some pay perlods where greater than average hours are worked colleagues will have been
paid less than that required in the NMW Regulations. The £2.5m exceptional cost represents the Company’s current
best estimate of payments that are required to be made.

4. Interest

Year ended Year ended
30 June 30 June
2020 2019
£000 £000

interest recelvable
Interest recelvable from Group companies 799 453
Interest receivable on leases 25 -
Total 824 453

Interest payable

Interest payable on finance leases - (101)
Interest payable on leases (2,518) -
Unwinding of discount in provisions - (85)
Total (2,518) (186)

Total net interest receivable (1,694) 267
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5. Taxation

Year ended Year ended
30 June 30 June
2020 2019
£000 £000
Current tax

UK corporation tax in respect of current year 2,703 2,580
Separately disclosed items 671 {1,021)
Adjustment in respect of prior years (192) 10
Total current tax 3,182 1,569

Deferred tax
Origination and reversal of timing differences 159 (335)
Exceptional items (287) (49)
Deferred tax restatement 802 46
Adjustment in respect of prior years (26) (12)
Total deferred tax 748 (350)
Tax charge In the Income statement 3,930 1,219

Current tax on separately disclosed items includes £nil (2019: £57,000 charge) relating to the net costs from
property related provisions, a tax credit of £1,000 {2019: £841,000) relating to restructuring and relocation costs, a
tax charge of £14,000 (2019: £237,000 credit) relating to HMRC Pay provision, a tax credit of £167,000 (2018: £NIl)
on the impairment of assets and a tax charge of £825,000 (2019: £Nil) in relation to a VAT clalm and assoclated
interest.

The tax on the Company’s profit before tax differs from the standard rate of UK corporation tax in the period of
19.00% (2019: 19.00%). The differences are explained below:

Year ended Year ended

30 June 30 June

2020 2019

£000 £000

Profit before tax 15,374 3,457
Profit on ordinary activities multiplied by standard rate of

corporation tax in the UK of 19.00% (2019: 19.00%) 2,921 657

Effects of:

Expenses not deductible for tax purposes 325 518

Adjustment in respect of prior years (218) {2)

Deferred tax restatement 902 46

Tax charge In the income statement 3,930 1,219

The tax rate for the current year is the same as prior year.

A reduction to the UK corporation tax rate from 18% to 18% (effective from 1 April 2020) was substantively enacted
on 26 October 2015. A further reduction in the UK corporation tax rate to 17% (effective from 1 April 2020) was
substantively enacted on 6 September 2016.

On 11 March 2020, the Chancellor of the Exchequer announced that the UK corporation tax rate for the years
starting 1 April 2020 and 2021 would remain at 19%. This change was substantively enacted on 17 March 2020.

Tax on items charged to equity

Year ended Year ended
30 June 2020 30 June 2019
£000 £000

Current tax
Deferred tax charge on employee share schemes 4 2
Deferred tax credit on right-of-use assets (1.626) -
Current tax (credit)/charge on employee share schemes (1) 2
Total tax (eredit)/charge in reserves (1,623) 4

32




GROSVENOR CASINOS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

6. Dividends
The directors do not recommend the payment of a dividend (2019: £nil).

7. Impalrment review of Intangible assets

The carrying value of indefinite life casino licences as at 30 June 2020 was £68.7m (2019: £69.4m). Details of the
impairment review process are disclosed in the Group ARA. The recoverable amount has been determined based
on a value in use calculation using cash fiow projections over the length of the associated lease or S0 years for

freshold properties.
8. Intangible assets

Computer Casino
software licences Total
£000 £000 £000
Cost
At 1 July 2019 2,948 79,434 82,380
Additions 242 - 242
At 30 June 2020 3,188 79,434 82,622
Aggregate amortisation and Impairment
At 1 July 2019 (2,500) (10,051) (12,551)
Charge for the year (353) - {353)
{mpairment - (651) {651)
At 30 June 2020 (2,853) (10,702) (13,555)
Net book value
At 30 June 2019 446 69,383 69,820
At 30 June 2020 335 68,732 69,067
9. Tangible assets
Fixtures,
Freehold Leasehold fittings,
land and land and plant and
buildings buildings machinery Total
£000 £000 £000 £000
Cost
At 1 July 2019 9,304 27,638 183,847 220,787
IFRS 16 transition impact - (2,007) (10,891) (12,898)
Additions 103 463 15,254 15,820
Assets written-off - (76) (824) (1,000)
At 30 June 2020 9,407 26,016 187,286 222,709
Aggregate depreclation and
impairment
At 1 July 2019 (4,644) (19,158) (137,241) {161,043)
IFRS 16 transition impact 1,724 9,977 11,701
Charge for the year (76) (1,305) (10,885) (12,266)
Net Impairment charge (see note 3) - (569) (577) (1,1486)
At 30 June 2020 (4,720) {19,308) (138,726) {162,754)
Net book value
At 30 June 2019 4,660 8,478 46,606 59,744
At 30 June 2020 4687 6,708 48,560 50,055
Assets under construction
Included in plant and equipment are assets in the course of construction of £12.3m (2019 £6.8m).
At 30 June At 30 June
2020 2019
Land: £000 £000

Freshold Land 2,712 2,712
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10. Right-of-use assets

Right-of- Right-of-
use land use Fleet
and and
buildings machinery Total
£000 £000 £000
Cost
At 1 July 2019 — Recognition of right-of-use assets on
application of IFRS 16 62,700 1,357 64,057
Additions . - . -
Disposals - - .
At 30 June 2020 62,700 1,357 64,057
Aggrogate depreciation and impairment
At 1 July 2019 - . -
Charge for the year (8,959) (625) (9,584)
Disposals - - -
impairment (880) - (880)
At 30 June 2020 (9,839) (625) {10,464)
Net book value
At 30 June 2020 52,861 732 53,593
11. Investment in subsldiaries
Investments
£000
Cost -
At 1 July 2018, 30 June 2019, 30 June 2020 509
Impairment
At 1 July 2018 and 30 June 2019 (509)
impalrment -
At 30 June 20220 (509)
Net book value
At 1 July 2018 and 30 June 2019 -
At 30 June 2020 -
12. Stock
At 30 June At 30 June
2020 2019
£000 £000
Finished goods 440 639

There were no write downs of stock in either year.
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13. Deferred tax

Accelerated capital allowances
Other temporary differences
Right-of-use assets

Deferred tax asset

Casino licences
Deferred tax liabllity

Net deferred tax liability

Accelerated capital allowances

Casino licences

Right-of-use assets

Other temporary differences

Deferred tax expense in the Income statement

The reconclliation of movement in the net deferred tax liability is as follows:

Net deferred tax liability at start of year

Deferred tax (expense)/ credit in the income statement
Deferred tax credit/ (charge) to equity

Net deferred tax liability at end of year

14. Other recelvables

Amounts owed by parent and fellow subsidiary undertakings
Other receivables

Prepayments and accrued income

Amounts falling due within one year

At 30 June At 30 June
2020 2019
£000 £000
4,624 3,983

40 10
1,443 .
6,107 3,993

(12,828) (11.588)
(12,828) (11,588)
(6,721) {7,595)
(641) (344)
1,240 -
183 -
(34) (6)

748 (350)
(7,595) (7,943)
(748) 350
1,622 (2)
(6,721) (7.595)

At 30 June At 30 June
2020 2019
£000 £000

67,938 38,566
1,601 759
6,469 3,744

76,006 43,069

No receivables were Impaired at either balance sheet date. Other receivables do not contain impaired or past due

assets.

The directors consider that the carrying value of ather receivables approximate to their falr value. Intercompany
interest is charged at a rate of 1.14% (2019: 1.04%). The Company does not hold any collateral as security.

The movement betwsen the balance sheet dates reflects the movement in the intercompany loans. Cash generated
during the period has been pooled in accordance with the Group’s treasury policy to a fellow subsidiary resulting in

an increase in amounts due from this fellow subsidlary.

15. Trade and other payables

Trade payables
Other tax and social security

Accruals
Interest repayable
Current

Other payables
Non-current
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At 30 June At 30 June
2020 2019
£000 £000

6,734 3,125
22,263 17,913
12,543 13,773

- 634
41,530 35,445
223 2,747
223 2,747
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15. Trade and other payabfes {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 is 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.

16. Leases

The Company leases various propsrties and equipment. Rental contracts are made for various fixed perlods ranging
up to 94 years. Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions. The lease agreements do not impose any covenants, but leased assets may not be used as security for
borrowing purposes.

In determining the lease term, management considers all facts and circumstances that create an economic incentive
to exercise an extension option. Extension options are only included in the lease term if the lease is reasonably
certain to be extended (or not terminated). The assessment is reviewed if a significant event or a significant change
in circumstances occurs which affects this assessment and that is within the control of the Company as a lessee.

Set out below are the carrying amounts of lease liabllities (included under interest-bearing loans and borrowings)
and the movements during the period:

Year ended 30
June 2020
£000
As at 1 July 2019 78,977
Additions .
Accretion of interest 2,609
Payments (10,041)
As at 30 June 2020 71,545
Current liabilities 14,320
Non-current liabilities 57,225
Total 71,645
The maturity analysis of lease liabilities is disclosed below:
As at 30 June 2020
Presant value of
the minimum Total minimum
lease payments lease payments
£000 £000
Not iater than one year 14,320 13,008
After one year but not more than five years 37,218 42,737
After five years 20,007 21,556
71,545 77,299
Less: total future interest expenses (5,753)
Present value of lease liabilitles 71,545
The following are the amounts recognised in profit or loss:
Year ended 30
June 2020
£000
Depreciation expense of right-of-use assets 9,584
Interest expense on lease liabliitles 2,518
Variable lease payments not included in the measurement of lease liabllities 6,502
Total amount recognised In Income statement 18,604

The Group has several lease contracts that include extension and termination options. These options are negotiated
by management to provide flexibility in managing the leased-asset portfolio and align with the Group’s business
needs. Management exercises significant judgement in determining whether these extension and termination
options are reasonably certain to be exercised.

The undiscounted potential future rental payments relating to extension options that are unllkely to be exercised
following the exercise date of extension are £62.2m (£22.2m within five year; £40.0m more than five years).
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17.Provision for other liabilities and charges

Indirect

Property tax
leases provision Pay provision Total
£000 £000 £000 £000
At 1 July 2019 5,800 206 2,500 8,586
Impact on application of IFRS 16 (5,267) - - (5,267)
Released to income statement— exceptional . - (1,088) (1,088)
Unwinding of discount - - - -

Utilised in year - - (1,312) (1,312)

At 30 June 2020 533 286 100 929
At 30 June At 30 June
2020 2019
£000 £000
Cument 929 4,170
Non-cumrent - 4,426
Total 929 8,596

Property related provisions

The balance as at 1 July 2019 has been restated to remove the onerous lease provisions of £5.3m which have
been reclassified as an impairment of the right-of-use asset as at the date of initial application of IFRS 18, refer to
note 1. As at 30 June 2020, the balance comprised of £0.5m of dilapidations provisions, which relates to
unavoidable costs that the Company would need to pay in order to restore a property to its original condition under
contractual obligations.

Indirect tax provislon
The Indirect tax provision relates to an amusement machine licence duty ciaim by HMRC. The balance of £0.3m

represents the director’s best estimate of the outflow likely to arise.

Pay provision

The provision regarding the National Minimum Wage ("NMW") Regulations arose because the Group's pay
averaging practice did not mest the strict timing requirements of the NMW Regulations. The Group does not have
any headline rates of pay below the NMW and over the course of a year colleagues will have received their
contractual rate of pay. However, in some pay perlods where greater than average hours were worked colleagues
will have been paid less than that required in the NMW Regulations. The £2.5m separately disclosed item
represented the Company’s best estimate of payments that were required to be made for the previous six years as
at the 30 June 2019 balance sheet date. The Group reached agreement with HMRC in early 2020 for costs of
£1.3m resuiting in a provision release of £1.1m. All costs have been settled or are in the process of being settied
for those employees for whom the Group is still in contact for payment detalils.

18. Ordinary share capital
At 30 June At 30 June

2020 2019
£000 £000
Authorised, issued and fully pald
39,000,000 ordinary shares of 100p each 39,000 39,000

19.Cash and cash equilvalents

Cash and cash equivalents comprise the following:
At 30 June At 30 June
2020 2019
£000 £000

Cash at bank and in hand - 17,071
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20. Employees and directors

Employee benefit expense during the year
Wages and salaries

Social security costs

Pension contribution costs

Share based payments

Total

The average monthly number of employees in the year was 3,135 (2019: 3,448).

Directors

Aggregate emcluments

Company contributions to pension schemes
Total

Highest paid director
Aggregate emoluments
Company contributions to pension schemes

Total

Year ended Year ended
30 June 30 June
2020 2019
£000 £000
56,419 61,313
3,834 4,509
1,547 1,728
57 (36)
61,857 67,512
Year ended Year ended
30 June 30 June
2020 2019

£000 £000

424 539

55 42

479 581

202 234

16 19

218 253

The payment of Director’s emoluments are bomne by another company within the group, therefore the figures shown
above represents the amount recharged through management charges to the Company based on the group
structure at the balance sheet date. No director exercised any share options or made any gains on the exercise of

share options in either period.
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 year ended 30 June 2020 were £1,547,000 (2019: £1,726,000).

21. Capital commitments

Contracts placed for future capital expenditure but not provided in
the financial Information
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22. Financlal assets and liabllities
The accounting policies for financial assets have been applied to the line items below:

Other financlal assets

At 30 June At 30 June

2020 2019

£000 £000

Other receivables 76,006 39,325
Cash at bank and in hand - 17,071
Total 76,006 56,396

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

Other financlal liabilities

At 30 June At 30 June

2020 2019

£000 £000

Lease llabilities 71,545 .
Finance lease obligations - 1,452
Property leases - 7,170
Trade and other creditors 19,500 19,645
Total 91,045 28,267

23. Parent undertakings and related party transactions
The Company's immediate parent undertaking is Rank Casino Holdings Limited, a company incorporated in
England and Wales.

The uitimate parent undertaking is Hong Leong Company (Malaysia) Berhad (Hong Leong), which is incorporated
in Malaysia. Hong Leong Is the parent undertaking of the largest group to consolidate these financial statements.
The Rank Group Plc is the parent undertaking of the smallest group to consolidate these flnancial statements.
Copies of the Group’s consolidated ARA can be obtained from https://www.rank.com/en/investors/results—reports-
—presentations.category1.html or by written request to the Company Secretary at TOR, Saint-Cloud Way,
Maidenhead, SL6 8BN.

Details of compensation of key management are disclosed in note 20.

24. Contingent liabliities

Concurrent to a sale and leaseback transaction in 2006, the Company transferred the rights and obligations but not
the legal titles of a number of property ieases to a third party. The Company remains potentially liable in the event
of default by the third party. Should default occur then the Company would have recourse to two guarantors. It is
understood that, of the leases transferred, only one of these has not expired or been surrendered. This lease has
a remalning duration of 7 years and a current annual rental obligation (net of subdet income) of approximately
£311,000.

During 2014, the Company became aware of certain information in respect of a change in the financial position of
the third party and one of the guarantors. However, the Company has not to date been notified of any default, or
intention to default, in respect of the transferred leases.

25. Post balance sheet events

The Rank Group Pic, the parent undertaking of the smallest group to consolidate the financial statements of the
Company, continues to closely monitor the ongoing government response to the COVID-19 pandemic in the
markets in which it operates, and will continue to implement and adapt the business in response to the
government guidance.

There is degree of risk relating to how COVID-19 will develop over the coming weeks and months after it was
announced as a global health emergency by the World Health Organisation on 31 January 2020. Our major
concem Is to safeguard the health and wellbeing of our staff and as a resutt business trave! has been stopped
and video conferencing used as an altermnative. Arrangements have been made for office staff, who can, to work
from home. Where staff cannot work from home we have ensured that staff rotation and appropriate social
distancing measures are In place to protect their wellbeing.
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As at the date of signing the accounts, 21 of 51 Grosvenor Venues have been re-opened following the recent
national lockdown. Trading in those venues Is in line with expectations in the short period that venues have been

able to reopen.




