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Beifred Group Limired
Annual report and consolidated financial stutements
30 Seprember 2018

Strategic report

The directors present their annual stralegic report and the sudited financial sitements for the period ended 30
Scptember 2018.

Principal activitics

The principal sctivity of the Group continued to be trading as a bookmaker. The Group utilises a number of trade
names including Betfred, Totepool and Tote. During the period the Group operated through Licensed Betting Offices
(*LBOs") and internet operations, +

During the year, the licence to operate the statutory monopoly on horserace pool beiting came to an end and as o
consequence of this the Group ceased its on course business 1o customer operation. It did, hawever, continue with its
off coursc business to busincss poel betting operation, The trade and assets of Totepool were transferred into a new
subsidiary undertaking, TPoolco Limited. Subscquently, Alizeti Capital Limited purchased 125% sluke in TPoolco
Limited. Alizeti Capital Limited have an option to purchase the remaining 75% of TPoolco Limited within the next §
years.

The Company acts us an investment holding company.
Performance of the business

The loss for the period after taxation was £40.7m (2017: loss of £28.7n1). The directors declared an interim dividend
of £10,.2m during the period (20/7: £10.2m).

Key performance indicators

The Group's key financial performance indicators carefully monitored by the senior management lcam are:

£'000 2018 2017
Amounis wagered 13,490,645 12,684,373
Turmover 727,631 634,474
Gross profit : - 873,028 498,110
Operating exceptional costs A (119,620) (49,173)
EBITDA, before operating exceplional costs 119,371 83,347
Operating (loss)/profit (41,434) (13,392)
Net nsscls 22.717 58939

On an annualised gross basis, turnover for the period has increased across the business as a result of the full year
impact of the expansion of the retnil estale in the prior year; snd on increased number of online customers.

The UK Government’s decision to reduce the maximum stake on FOBT machines from £100 to £2 has impacted the
operating loss for the yoar which is after exceptional costs of £119,620,000 (2017: £49,173,000). The exceptional
costs are predominantly in rclation to impairments of the Retail Division fallowing the results of the Triennlal review,
The impairments were presented as exceptional due to their materiol and one-off nature,

The number of LBOs operating at 30 September 2018 was 1,650 (20/7; 1,666), Loss making shops age constantly
reviewed and closed where the business fecls necessary. '

The Group’s strategy for the forthcoming perlod s focused on reviewing its Relail estate foltowing the results of the
Tricnnial Review; and to continue to review the performance of its cxisting cstate and online business, with a tight
control of averheads and continued close management of the trading results.

The Group has madae contributions (o horse racing of £8,7m during the period (2017: £11.7m),
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Strategic report (continued)

Non-GAAP mceasurc: Earnings hefore interest, tax, depreclation, impatrment, amortisation and cexceptional ltems
| (EBITDA)

Period ended 30 Perivd ended 24

September 2018 Scptember 2017

2000 £000

Operating (loss)/profit (41,434) (13.392)

Add back: deprecintion of tengible fixed nsscls 12,319 26,368

Add back: amortisation of intangible fixed assets 18,866 20,998

Add back: exceptional items 119,620 49.173

EBITDA hefore exceptional items 11937 83‘.571";

WS IT [—————1

Principal risks and utcertalntles

Management routinely monitor the risks that the business faces in its doy-10-dey operations and appropriate actlons
arc taken to mitigate these risks, The following risks are considercd pertinent to the business:

General economic risk

As with any other baokmaker the business is susceptible to the risk of an cconomic downturn, adversely affecting:
disposable income, Management monitors the situation closely.

Competitor risk

Betting and gaming busincsses fice competition in the main (rom other bookimakers, betting exchanges and other
interactive gaming providers. Management considers the commercial drivers of all the betting markets with its pricing
in the light of this competition,

Bookmaking risk

The risk of incurring large losses on bets duc to incorrect pricing is mitigated by the upper limits in place on bets,
through the monitoring of customers® betting patierns and the use of the latest informaltion services available,

Regulatory risk

The bookmoking industry is subject to specific taxation provisions and regulatary restrictions imposed by the
Govemment. Betfred has appointed a senior member of staff to take on the responsibility as compliance officer and
money laundering ofTicer for the Group. It should be noted that the autlook for the industry as a whole can be markedly
altered (for better or worse) by a change in government positioning,

Liguldity and huterest rate risk

In order to maintain liquidity and to ensure that sufficient funds are available for cxpansion of the business and othor
future developments, the Group draws on a mixture of debt finance and retained carnings. The Group has entered inlo
interest rate swaps to reduce cxposure lo fuctuating interest rales.

Currency risk

Although primarily a sterling cash business the Group is exposcd, 1o a limited extent, o the financial risks resulting
from movements in foreign currency exchange rates. Whilst transactions in foreign curvencies are not considered 1o
be at a significant level currently, the board would consider foreign exchange loss mitigation tools if necessary. It has
not been considered necessary (o date,
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Strategic report (continued)
Cyber risk

Due to the Group having an online presence the risk of cyber-attack and the associated effects on repultation, data loss,
eamnings and information technology infrustructure is higher. The directors seck to muanage this risk by having
dedicated LT, risk personnel who are charged with specifically preventing and minimising any such losses.

Legislative risk

The gaming industry is porticularly susceptible to legislative changes specifically in regard to taxation laws and rates,
planning permission on new und existing stores, licensing regulations and changes in general government attitudes
towards gaming,

The UK Government's decision to reduce the maximum stake on FOBT machines from £100 to £2 will lead us 10
remodel the Retail estate, however, the impact on customer behaviour will not be known for a number of years after
implementation.

Fraud risk

The Group is particularly susceptible to potentially fraudulent activity from customers including money laundering
due to the high levels of cash transacting across the business. The Group has established policies and procedures in
place with specific personnel focussed on detecting and deterring this sort of activity. Following the appoiniment of
the Chicf Compliance Officer and a Moncy Laundering Reporting Officer in 2016, the Group has expanded the
Compliance Team and continues to be focussed on improving compliance. Despite these policies and procedures,
which the Group continually strives to improve, the Group is always susceptible to this risk which could lead to future
linbilites,

Brexit visk

The dircctors have nsseased Brexit risk, and ot this stage have asscssed that there is no material impact on the Group's
operations, however this remains under review as the nature of the Brexit arrangements remain uncertain,

By order of the board

aghrndt

N Barr The Speeteum
Director 56-58 Benson Road
. Birchwood
Date: 1501 [1g Warrington
Cheshire

WA3 7MQ
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Directors’ report

The directors present thekr directors” report and the audited financiol statements for the period ended 30 September
2018,

Directors
The following directors served during the period:

F Done
N Barr
M Stcbbings

Political and charituble donntions

During the period the Group made clinritable donations of £98,000 (20/7: £129,000) to various recipients including
local charitics serving the communitics in which the Group operates and to gambling related charities,

The Group mado no politicsl donations during the perdod (2017: £afi).
Disabled employces

Applications for employment by disnbled persons are always fully considered, bearing in mind the aptitudes of the
applicant cancorned. In the event of members of staff becoming disabled overy effort is made to ensure that their
employment with the Group continucs and that appropriate training is arranged. It is the policy of the Group that the
troining, career development and promotion of disabled persons should, us for as possible, be identicn! with that of
other cmployces.

Employee involvement

The Group places considerable value on the invalvement of its employees, The Group has practices to keep employees
informed on matlers relevant to them as employees through regular meetings, Employcc representatives are consulied
on 8 wide range of matters affecting their interests,

Land and buildings

The Directors reviewed the current open market value of the Group’s interests In land and buildings against the book
value and identified an impairment (note B).

Disclosure of information to auditor

The directors who held office at the date of approval of this directors' report confirm that, so far as they are each
aware, there is no relevant audit information of which the Group's auditor is unaware; and each director has taken all
the steps that they ought to have taken as a director to make himself aware of any relevant audit information and to
establish that the Group’s auditor Is aware of that information.

Going concern

The Group is in a net current assets position of £3,515,000 at 30 September 2018 (20/7: net current liabilities position
of £19,139,000). The directors have considered the future profitability of the Group and its ability to continue os 8
going concern, snd have preparcd profit and cosh fow forccasts into the future sensitised for reasonably possible
changes in trading performance, Based on (hese projections, the directors are satisfied that, {or the foreseeable future,
the Group can meet its projected working capital requirements and service its debt financing. Consequently, the
financinl statements have been prepared an a going concern basis.
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- Directors’ report (continued)
Other information

Porticulars of significant cvents which have oceutved since the cnd of the financial year have been included in note
30.

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed (o be reappointed and KPMQ LLP
will therefore continue in offico,

By order of the board
N Barr The Spectrum
Directar 36+58 Benson Rond
Birchwood
Dute: IS 0‘/ 19 Warrington
Cheshire
WA 7PQ
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Statement of the directors® responsibilities in respect of the Strategic Report, the
Directors’ report and the financial statements

The directors are responsible for preparing the Stralegic Report, the Direclors' Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors lo prepare financinl statements for cach financial year, Under that law they have
clected to prepare the Group and parent company financial statcments in accordance with UK Accounting Standards
and applicable low (UK Generally Accepted Accounting Practice), including FRS 102 The Finuncial Reporting
Standard upplicable in the UK and Republic of Ireland,

Under company law the directors must not approve the financial statcments unless they arc satisfied that they give a
true and fair view of the state of offairs of the Group and parent company and of their profit or loss for that period, In
preparing cach of the Group and parcot company financil statements, the directors are required to:

o sclect suitable accounting policies and then apply them consisiontly;
o make judgements and estimates that are reasonable and prudent;

e stale whether applicable UK Accounting Standards hava been followed, subject to any materiul departures
disclosed and explained in the financial statements;

e assess the Group and parent company's ability to continue as a going concem, disclosing, as applicable, matters
related to going concern; and

e usc the going concern basis of accounting unless they eithier intend to liquidete the Group or the parent company
or to cease operations, or have no realistic altemative but to do so.

The dircclors arc regponsible for keeping adequate accounting records that are sufficient 10 show and explain the
parent company's transactions and disclose with reasonable accuracy at any time the financial position of the parent
company and enable them to ensure that its finoneial statements comply with the Companies Act 2006, They are
responsible for such intemal control as they determine is necessary to ennble the preparation of financiul statements
that are frec from material misstatement, whether dug to fraud or error, and have general responsibility for taking such
sieps as are reasonably open to them to safeguard {he assets of the Group and 1o prevent and detect fraud and other
irregularities,
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1 St Peter’s Square
Manchester

M2 3AE

United Kingdom

KPMG LLP

Independent auditox’s report to the members of Betfred Group Limited

Opinion

We have audited the financial statements of Betfred Group Limited for the period ended 30™ September 2018 which
comprise the Consolidated profit and loss account and other comprehensive income, the Consolidated balance sheet,
the Company balance sheet, the Consolidated statement of changes in equity, the Company statement of changes in
equity, the Consolidated cash flow statement and related notes, including the accounting policies in note 1.

In our opinion the financial statements:

. give a true and fair view of the state of the Group’s and of the parent company’s affairs as at 30" September
2018 and of the Group’s loss for the period then ended;

. have been properly prepared in accordance with UK accounting standards, including FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable
law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are independent
of the Group in accordance with, UK ethical requirements including the FRC Ethical Standard. We believe that the
audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Going concern

We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis
for a period of at least twelve months from the date of approval of the financial statements. We have nothing to report
in these respects,

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Qur opinion on the financial statements
does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based on
our financial statements audit work, the information therein is materially misstated or inconsistent with the financial
statements or our audit knowledge. Based solely on that work:

) we have not identified material misstatements in the strategic report and the directors’ report;

. in our opinion the information given in those reports for the financial year are consistent with the financial
statements; and

° in our opinion those reports have been prepared in accordance with the Companies Act 2006.




Independent auditor’s report to the members of Betfred Group Limited (continued)

Matters on which we arc required to report by exception

Under the Companics Act 2006, we are required to report to you if, in'our opinion:

»  adequate accounting records have riot been kept by the parent company, or returns adequate for our audit have
not been received from branches not visited by us; or

' the parent company financial statéments are not in-agreement with the accounting records and returns; or

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

¢ we have not received all the information and explanations we require for our audit.

We have nothing to report in these respects.

Directors’ responsibilitics

As explained more fully in their statement set out on page 7, the directors are responsible for: the preparation of the
financial statements and for being satisfied that they give-a true and fair view; such internal control.as they determine
is necessary to enable the preparation of financial statéments that are free from material misstatement, whether due to
fraud or error; assessing the Group and parent company's ability to continue as a going concen, disclosing, as
applicable, matters related to going concern; and using the going concern basis of accounting unless they either intend
to liquidate the Group or the parent company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

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 etror, and to issue our opinion in an auditor’s report. Reasonable
assurance s a high level of assurance, but does not 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 aggregate, they could reasonably be expected to influcnce the economic
decisions of users taken on the basis of the financial statements,

A fuller description of our responsibilities is providled on the FRC’s  website at

www.frc.org.uk/auditorsresponsibilities.
The purpose of our audit work and to whom we oywe our responsibilities

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 responsibility. 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,

é/&'?.,.\o-—L‘ 6\,——4@//

Stuart Burdass (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

One St Peter’s Square

Manchester

M2 3AE

Date: \ 5”( O\\ 2009
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Consolidated profit and loss account and other comprehensive income
Jor the period ended 30 September 2018

Now

2018 ©2017

£000 £000
Amounts wagered 13,490,648 12,684,373
Turnover 3 727634 634,474
Belling duty (34,714) (46,110)
Machine gaming duty (87,076) (79,183)
Statory betting levy (12,816) (11,069)
Gross profit 813,025 498,010
Administrutive oxpenses — before goodwill amudisation {478,627) (442,661)
Adntinistratlve expenses - goodwill & licence amortisation 12 (18,866) (20,998)
Exceptional costs 8 (119,620) (49,173)
Orher operating inkome 4 2,654 1.330
Operating loss 4.8 (41,434) (13.392)
Income {from investment 9200 -
Lnterest recelvable and similar income 9 1,078 1459
Interest payable and similar expenses 1 (4,347) (6.147)
Lass before taxation (43,806) (18,080)
Tax on loss 1! 3,086 {10.602)
Loss after taxation (40,720} (28,682)
Losy atirthutable to
Shorcholders of the parens compony (41,099) (28.682)
Non-controlling interest 379 -
Total loss (40,720) (28,682)
Other comprehonsive income
Galn on disposal of non-controlling interest 20,138 -
Re-measurement of the net defined benefit Hability (590), 2933
Tux on other comprehensive Income 100 {499)
Total comprehensive incame far the finuncial perlod {21,072) (26,248)

Totul compreliensive tncome attelbutuble to
Shareholders of the parent company (21,706) (26,248)
Nun-controlling interest - 634 -

{21,072) (26,248)
Tolal comprchensive lncome —

The notes on pages 16 to 42 form an intogral part of thesce financisl statements,




Consolidated balance sheet

at 30 September 2018
Note
2018 2008
£000 £000
Fixed nssets
ntongible assels 12 101,263
Tungible fixed asscis 13 50,511
Investments 14 1,788
153,562
Current assels
Stock 435
Dcbitors (including £24.4m (2017:£22.9m) due bevond gne 15 63,724
yoear)
Cash at bank and in hand §8.57%
122,735
Creditars: amounts falling duc within one ycar 16 (117,220)
Net current liabilitics 5518
Tatal asscts lcss current lablitics 159,077
Creditors: omounts falling due nfter one year i7 (584,167)
Provision for Iiahlllglcs and charges 2 {77,193)
Penston Hability and similar obligations 22 -
Net nsgets 227
Called up share capital 23 19
Profit und loss account 27,064
Equity nttributuble to the parent’s sharcholders 27,083
Non-controlling interest 634

. 27,117
Sharcholder's funds e

The notes on pages 16 to 42 form an integral part of these financial statements.

Beifrod Group Limited
Annial report and consolidated financial siutements

30 Scptember 2048
2017 2017
£000 £000

159,219
76,453
1,650
237,322
18
55,667
60,172
118,857
(134,996)
(19.139)
218.183
(134,395)
(24,849)
38.939
19
38.920
58,939

Thesc financial siatements were approved by the board of dircctors ond were signed on its behalf by:

ptarr

N Barr

Director

Date: (Sfot]19

Company number: 07717019

58,93y
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Company balance sheet
at 30 September 2018
Noje Note 2018 2017
£000 £000
Fixed assets
Investments i3 N 113,015 13,015
‘Totol nssets less current liabilitles 113,018 113,015
Called up share capitol i 1 19 19
Prufit and loss secount - .
Merger relief roserve 112,996 112,996

Sharcholder’s funds 113,015 113.015

The notes on pages 16 to 42 form an integral part of these financial statements,

These financial statements were approved by the board of dircctors and were signed on its behalf by:

N Barr
Director

Date: 15701/19

Compnny registered number: 07717019
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Consolidated statement of changes in equity
Jor the period ended 30 September 2018
Group .
. Tetol
Caliecdup  Profit & Loss  Merger relicf Shareboldes
ghare cupltul nccount reserve Equlty
£000 £000 £000 £000
Balance a1 23 Scptember 2016 19 65,571 29.748 95,338
Totol comprehensive income for the poriod ) .
Loss for the period ) . (28,682) L. (28.682)
Other comprehensive income - - 243 - 2434
Total comprehensive income for the period . (26,248) - (26,248)
Transuctlons with owners, recorded directly in equity
Dividends . {15,150 . (10,151} .
Utilisatlon of merger relief reserve - 29,748 29,748) -
Balones at 24 September 2017 19 58,920 - 58,939
Nen- Totol
Calledup  Profit & Loss controlling Sharchalder
shuvre capltal sccount interest Equity
£000 £000 £000 £000
Balance at 24 September 2017 19 58920 . 58,939
Total comprehensive Income for the period
Loas for (he period - 41099 3 (40,720)
Other compreliensive income . 19.393 255 19,648
Total comprehensive income for the period - (21,7006) 634 (21,072)
Transnctlons with awners, cecorded directly {n equity
Dividends - {10,150) . (10,150)
Balance ot 30 September 2018 19 27064 634 2,17

The notes on pages 16 to 42 form an intcgral part of theso financial statements,
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30 Scptembar 2018
Company statement of changes in equity
Jor the period ended 30 September 2018
Company
Tatul
Calledup  Profit & Loss  Mergor relief ~ Shoreholder
share capital uaecount reserve Equity
£000 £000 £000 £090
Butatice ot 25 September 2016 19 - 112,996 143,015
Total comprehensive Income for the peried
Profit for the perdod - 10,151 - 10,151
Total comprehensive income for the period - 10,151 . 10,151
Transuctions with owners, recorded directly in equity
Dividends - (10,151) - (10,151)
Bulance at 24 Scptember 2017 1t - 112,996 113,015
Total
Culled up  Profit & Lass  Merger rellef Shacclalder
share capital aceount reserve Equity
£000 £000 £000 £000
Dolance ot 24 September 2017 19 - 112,996 113,015
Total cotprehensive Income (or the period
Profit for the period - 10,150 . 10,150
Tolal comprehensive income for the period - 10,150 . 10,150
‘Transactions with owners, recorded dircetly in equity
Dividends - (10,150) - {10,150)
Balancc ut 30 Scptember 2048 19 . 112,996 113,018

The notes on pages 16 to 42 form an integral part of these financial statements.




Consolidated cash flow statement
Jfor the perlod ended 30 September 2018

Cnsht flows from operating activitics
Loss for thu period
Adfustiments for:
Depreciation, amortisation and impairmen!
Interest receivable and similor income
Intcrest poyable and similar expenses
Invesiment income
Loss on sale ol intangibles and tangible fixed assels
Change in valuc of other financial liabilities
Toxation

Ticrease in trade and other debtors

Incroase in stock

{Decrease)/increase in trade and other creditors
Increase/(decrease) in provisions

Contributions to defincdd benetit scheme
Tax paid

Net cash from operating activities

Cash flows from {avesting actlvitics
Proceeds from sale of tangible fixed assets
Proceeds from disposal of non-controlling intecest
Imerest received
Dividends received
Loans lasued
Acquisition of o busincss
Acquisition of wngible fixed assets

Net cash from lnvesting activitiez

Cash flows from financing actlvitics
Repayment of borrowings
New borrowings
Loan issuc costs
Payment of finance lease tabilities
Interest paid
Dividends paid

Nct cash from ﬂnnmflng aclivitics

Net (decrease)increase {n cash and cash equivalems
Cash and cash equivalents at start of period

Cash and cosh cquivalents at end of perlod

Newo

The notes on pages 16 to 42 form an intagral part of these financial stalements.
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2018 2017
£000 £000
(40,720) (28,682)
95,982 91,669
(1.078) (1,459
4,347 6.147
(900) -
1,069 e
(157) (767)
{3,086) 10,602
35460 77,626
{1,468) (12,891)
“17) 3)
(15,081) 22,081
§5,355 4,942
93879 91,725
(540) (540
(8,927) (10,439)
84,412 40,746
216 89
20,069 .
1,078 1,459
900 -
(14877 {17,282)
(490) (55.300)
(11,617) {22,123)
8,607 (93.157)
(79,747 (124,725)
- 175,000
- (2,529)
{909) . (3,029)
(3,809) (4,983)
(10,150) (10,151}
(94,615) 29,583
(1,596) 17,172
G172 43,000
58,576 60,172

It

SRR

+]
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Notes
(orniing part of the financial stateinents)

[ Accounting palicles

Betfted Group Limited (the *“Company™) is a private compuny incorporated, domiciled and registered {n England in
the UK. The registered number is 07717019 and the registered address is The Spectrum, 56-58 Benson Road,
Birchwood, Warrington, Cheshire, WA3 7PQ.

These Group and parent company financial statements were prepared in accordance with Finaacial Reporting Standard
102 The Financtal Reporting Standard applicable in the UK ond Republic of Ireland ( “FRS 102 ") as issued in August
2014. The presentational currency of these financinl statements js sterling. All amounts in the financial statements
have been rounded to the nearest £1,000.

The amendments o FRS102 issued in December 2017 and eftective from Januery 2019 have been early adopted. The
_ transition has had no effect on the financial statements.

The parent company is included in the consolidated financial statements, and Is considered to be a qualifying entity
under FRS (02 paragraphs 1.8 10 .12, The following exemptions available under FRS 102 in respect of certain
disclosures for the parent company financial statements have been applied:

8 The reconcilintion of the numbcer of shares outstanding from the beginning to the ead of the period has not
been included o second time;

* No sephrme parent company Cash Flow Statement with related notes is included; and
Key Management Personncl compensation hos not been included a second time,

The accounting policics st out balow have, unloss otherwise stated, been applicd consistently to all periods presented
in these financial statements,

1.2 Meusurement convention

The financial siatements are propared on the historical cost basis except that the following nssets and liabilities are
stated at their fair value: financial instruments classificd at fair valuc through the profit or loss.

1.3 Going concern

The Group is in @ net current assets position of £5,515,000 at 30 September 2018 (2017: net curvent liabilities position
of £19,139,000). The dircctors liave considered the future profitability of the Group and its ability to continue as a
going concern and have propared profit and cash flow forecasts into the future sensitised for reasonably possible
changes in trading performonce. The Group hos vlso prepared various models taking inte account the potential impact
of any changes to FOBT"s (as discussed in the Strategic Report). Based on these prajections, the divectors are satisfied
that, for the foreseeable future und at lenst 12 months from the date of signing of these accounts, the Group cun meet
its projected working capital requirements and service its debt financing. Consequently, the financial stalements have
been prepared on a going concem basis,
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Notes (continued)
1 Accountlag policies {continued)
14 Basis of consalldation

The consolidated financiat statements include the financial statements of the Company and its subsidiary undertakings
made up to 30 Scptember 2018, A subsidiary is an ontity that is controlicd by the parent. The results of subsidiary
undertakings arc included in the consolidated profit and loss account from the date that control commences until the
date that control ceases. Control is cstablished when the Company has the power lo govern the operating and financial
policies of an entity so as 1o abtain beneflts from its activities, In assessing control, the Group takes into consideration
potential vating righls that are cutrently exercisable.

Under Svction 408 of the Companies Act 2006 the Company is cxempt from the requirement to present its own profit
and loss account.

15 Forelgn currency

‘Transactions in foreign currencies sre translated to the Group companics’ functional currency at the foreign cxchange
rate ruling at the date of the transaction. Monctary assets and lisbilitics denominated in foreign currencies at the
balance sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-
monetary assets and liabilitics that arc measured in torms of historical cost in o forcign currency arc translated using
the exchange rate ol the date of the (ransaction. Non-monctury assets and linbilitiey denominated in foreign currencics
that arc stated at fair valuc are retranstated to the functional currency at foreign exchange rates ruling at the dates the
fair value was determined. Foreign exchange differences arising on translation are recognised in the proflt and loss
account,

Tho assels and liabilities of {oreign operations, including goodwill and fair value adjustments arising on consolidation,
are transtated to the Group's presentational currency, Sterling, at forelgn cxchange rates ruling at the balunce sheet
date. The revenues and expenses of foreign operations are translated at an average rate for the period where this rate
approximates to the foreign exchange rates ruling at the dates of the transactions. Foreign exchange differences nrising
on retransiation are recognised in other comprehensive income.

1.6 Classification of financial instruments issued by the Group

In accordance with FRS 102.22, financial instruments issued by the Group are treated as equity only to the extent that
they mect the following two conditions:

(a) they include no contraciual obligations upon the Gruuﬁ to deliver ensh or other financial assets or 1o exchange
finnncial asscts or financinl liabilitics with another party under conditions that are potentially unfavourable
to the Group; and

(b) where the instrument will or may be scttlcd in the entity's own equity instnuments, it is either a non-derivative

thot includes no obligation to deliver u veriable number of the entity's own equity instruments or is n
derivative thae will be settled by the entity exchanging a fixed amount of cash or other financial assets for a
fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issuc ore classificd as a financial liability. Where the
instrument so classified 1akes the legal form of the entity's own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.




Betfied Group Limited
Annal veport and consolidared financtal siatenents
30 September 2018

Notes (continued)

[ Accounting policles (continied)
L7 Basic financial instruments
Trude and other debiars / creditors

Trade and other debtors are recognised initially nt transaction price less nttributable transaction costs. Trade and other
creditors are recognised inftially ol transaction price plus attributable transaction costs. Subsequent to initial
recognition they are measurcd at amortised cost using the effective interest method, less any impairment losses in the
case of trade deblors. If the arrangement constitutes a financing transaction, for example if payment is deferred beyond
normal business terms, then it is measured ot the present value of future payments discounted at a market rate of
instrument for a similar debt instrument.

Interest-bearing borrowings classifled as basic financial instruments

Interest-bearing borrowings ore recognised Initially at the present valug of future payments discounted ot a market rate
of inferest. Subsequent to initinl recopnition, interest-bearing borrowings are stated at amortised cost using the
cffective interest method, less any impairment losses.

Investments tn preference and ordinary shares

Investments in equity instruments are mensured initially at fair value, which is normally the transaction price.
Transaction costs arc excluded if the invesimems are subsequently mensured at fair value through profit and loss.
Subsequent to initial recognition investments that can be measured reliably are measured ot fair value with changes
recognised in profit or loss. Other investments are measured at cost less impairment in profit or loss.

Cush and cash equivalents

Cash and cash cquivalents camprise cosh balansces and coll doposits, Bank overdrafls that are repayable on demand
and form on integrul part of the Compuny’s cash management are included as a component of cash and cash
cquivalents for the purpose only of the ¢ash flow statement,

L8 Other financial Instriments
Financial instruments not considered to be Basle flnancial instruntents (Other financial instruments)

Other financia) instruments not meeting the definition of Bagic Financial Instruments arc recognised initially at fair
value, Subsequent fo initial recognition other financial instruments are measured ot fuir value with chunges recognised
in profit or loss except as follows:

- investments in equity instrumenis that ore nol publicly traded and whuse fair value cannot otherwise be
measured reliably shall be measured at cost less impairment; and

- hedging instrumenis in o designated hedging relationship shall be recognised as set out below,
Dertvative financial instruments and hedging

Derivative financial instruments are recognised at fair value, The gain or loss on re-measurement o fair value is
recognised immediately in profit or loss.
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Notes (continued)
1 Accounting pollcles (continited)
1.9 Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less nccumulated deprecintion and accumulated imprirment losses, Certain
items of tangible fixed assets that had been revalued to fhir value on or prior to the date of transition to FRS 102, are
mcasured on the basis of deemed cost, being the revalued amount at the date of that revaluation.

Where parts of an item of tangible fixed assets have different useful lves, they are accounted for as separnte items of
tangible fixed assels, for example land is treated separately from buildings.

Leases in which the entity assumes substantially all tho risks and rewards of ownership of ihe leased assct are clagsifled
as finance Jeases, All other lenses are classified as operating leases. Leased assets acquired by way of finnnce lease
arc stated on initial recognition at an amount equal to the lower of their fair valuo and the present value of the minimum
lease poyments at inception of the lease, including any incremental costs directly attributable to negotiating and
arranging the lease. At inilinl recognition a finance leage linbility is recognised equal to the fair volus of the lcased
asset or, {f lower, the present value of the minimum lease payments. The present value of the minimum lease payments
is calculated using the interest rate implicit in the lease. Lease payments are accounted for as described at 1.15 below,

The company assesses at each reporting date whether tangible fixed assets (including those leased under a finance
lease) are impaired,

Depreciation is charged to the profit and loss account on g straight-line basis over tho cstimated useful lives of each
part of un item of tangible fixed ossets. Leased assets are depreciated over the shorter of the lease term and their useful
lives. Land is not depreciated, The estimated useful lives are gs follows:

Frechold buildings - 2% per annum
Leaschold buildings - period of tho lease
Plant, machinery and computer equipment - 33.3% per annum
Fixtures & Fittings - 10% per annum
Motor Vchicles - 25% per annum
Office Equipment - 15% per annum
Alterations to premiscs - 4% per annum

Depreciation methods, useful fives and residual values are reviewed if there is an fudication of a significant change
since last annual reporting date in the patiern by which the company expects to consume an nsset’s future economic
benefits.

1.10  Business combinations

Business combinations arc accounted for using the purchase method as at the acquisition date, which is the date on
which control is transferred to the entity.

At the acquisilion dote, the Group recognises g'oodwill ot the acquisition date as:

o the {air value of the considerntion (excluding coniingcnl consideration) transferred; plus
o ecstimated amount of contingeat consideration (sce below); plus

o the fair valuc of the cquity instruments issucd; plus

e directly attributable transuction costs; less

v the nel recognised amount (gencrally fhir value) of the identifinble assets acquired and liabilities and contingent
Yiabilitics assumed.
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Notes (contimied)

1 Accounting palicies (continued)

L11  Intangible assets, goodwill and negative goodwill
Goodwill

Goodwill (representing the excess of the fair value of the consideration given over the fhir value of the separable net
nssels acquired) orising on consolidation in respeet of acquisitions is capitalised. Positive goodwill is amortised to nil
by equal nnnusl inswlments over its useful economic life.

Amortisation is calculated so us 1o write off the cost of an usset, less its estimated residunl value, over the useful
economic life of that nsset as follows:

Goodwill - up to 10 years
Rusearch and development
Expenditure on research activities is recognised in the profit and loss account as an expense us incurred.

Expenditure on development activities may be capitalised if the product or process is technically and commercially
feasible and the Company intends and has the technical ability and sufficienl resources to complete development,
future cconomic benelits are probable and if thc Company can measure reliably the expenditure attributable to the
intangible asset during its development. Development activities involve design for, construction or testing of the
production of new or substantially improved products or processes. The expenditure capilnlised includes the cost of
materinls, dircet Inbour and an appropriste proportion of overhends und cupitnlised borrowing costs. Other
devclopment cxpenditure is recognised in the profit and loss account as an expense as incurred. Capitalised
development expenditure is stated at cost less accumulated amortisation and less accumulated impairment losses.

Other intangible assets
Intangible fixed assets purchased separately from o business are capitatised at their cost.

Intangible nssets nequired as port of an acquisition arc capitalised at their fair value where this con be measured
relinbly.

Intangible assets are amontised to nil by equal annual instnlments over their useful economic lives, generally their
respective unoxpired periods, as foflows:

Pool betting licence - 7 years
Impairment of fixed assets and goodwill

The carrying amounts of the Group's assels are reviewed for impairment when events or changes in circumstances
indicate that the carrying amount of the fixed nsset may not be recoverable. If any such indication exists, the asset’s
recoverable amount is estimated. The carrying volue of intangible assets is also reviewed for impairment ot the end of
the first full period after acquisition,

An impairment loss is recognised whenever the carrying amount of an asset or its Income-genceating unit cxceeds its
recoverable amount, Impairment losses are recognised in the profit and loss account unless they arise on a previously
revalued fixed asset, An impairment loss on a revalued fixed nsset is recognised in the profit and loss account if it is
caused by a clear consumption of economic benefits, Otherwise impairments are recognised in the statement of sotal
recognised gains and losses until the carrying amount reaches the assel’s depreciated historic cost.

Impairment losses recognised in respect of income-generating units orc allocated first 1o reduce the carrying amount
of any goodwill allocated to income-gencrating units, then to any capitalised intangible asset and finally to the carrying
amount of the tangible nsscts in the unit on a pro rata or more appropriate basis. An income generating unit is the
smallest identifiable Group of asscts that generates income that is largely independent of the income streams from
other asscts or Groups of asscts.

2
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Notes (continued)

! Accounting pelicles (continued)

1.12  Employee benefits

Defined contribution plans and other long term employee benefits

A defined contribution plan is a post-cmployment benefit plan under which the company pays fixed contributions into
a sepacate entity and will have no lega! or construclive obligation to pay [urther amounts. Obligations for contributions
to defined contribution pension plans are recognised as an expensc in the profit and loss account in the periods during
which services are rendered by employecs.

Deflned benefit plans

A defined benefit plan is a post-cmployment benefit plan other then a defined contribution plan. The entity's net
obligation in respect of defined benefit plans is caleulated by estimating the amount of future benefit that employees
have ecamed In return for their service in the current and prior periods; that benefit is discounted to determine its
present value, The fair value of uny plan assets is deducted, The entity determines the net interest {(income) on the net
defined benefit liability (asset) for the period by applying the discount rate as determined at the beginning of the
annual period to the net defined benefit liability (asset) 1aking account of chunges arising as a result of contributions
and benefit payments :

The discount rate is the yicld at the balance sheer dote on AA credit ratod bonds denominated in the currency of, and
having maturily dates approximating to the terms of the entity’s obligations. A valuation Is performed annually by a
qualified actuary using the projected unit credit method, The entity recognises net defined benefit plan asscts to the
extent that it is able 10 recover the surplus cither through reduced contributions in the future or through refunds from
the plan,

Chunges in the net defined benefit linbility arising from employee service rendered during the period, net interest on
net defined benefit linbility, and the cost of plan introductiony, benefit changes, curtailments ond setilements during
the period are recognised in profit or loss, .

Re-measurement of the net defined bencfit lability/asset Is recognised in other comprehonsive income in the period
in which it occurs,

Termination benefits

Termination benefits are recognised as an expense when the entity is demonstrably commiued, without realistic
possibility of withdrawal, to o formal dctniled plon to vither terminate employment before the normal retirement date,
or to provide termination benefits as a result of an offer mado to encourege voluntary redundancy. Termination benefits
for voluntary redunduncies ure recognised us an expense if the entity has made an offer of voluntary redundancy, it is
probably that the offer will be accepted, and the number of acceptances can be estimnted reliably. 1T benefits are
payable more than 12 months after the reporting date, then they are discounted to their present value,

1.13  Pravisions

A provision is recognised in the balanco sheet when the entity has a present legal or constructive obligation as a result.
of a past event, that can be reliably measured ond it Is probable that an outflow of economic benefits will be required
to suitle the obligation. Provisions are recognised at the best estimate of the amount required to settlo the obligation at
the reporting date, ’

Where the parent Company enters into financial guarnntee contracts to guarantee the indebtedness of other companies
within its Group, the company treats the guarantce comtract as a contingent liability in its individual financinl
statemnents until such time as it becomes probable that the company will be required 1o make a payment under the
guarantee.
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1 Accounting policics (continued)
L14  Turnover

The fair value of revenue is total amounts wagered less amounts payable to winning customers. Amounts wagered
compriscs gross stakes in respect of individuol bets placed on belting products in the period.

Retnil turnover represents the amounts wagered by customers in respect of individual bets placed at Licensed Belting
Offices (LBOs), loss the amounts paid to winning customers,

Turnover on pool betting represents the nmounts wagered, less pay-onts to cuslomers in relation to poo} beiting from
the Group’s high-strect shops through off-course clecironic terminals, EPOS terminals in other mujor nationa) high-
street bookmakers, racecourse outlets on course at UK racecourses and from stakes transmitied into UK pools from
UK and international betting partnors.

In the internct business, turnover represents the amounts wagered, less pay-outs on sportsbook betting and online
goming. Turnover in respect of progressive jackpot is recognised over the period of the Jackpot payments.

Far open betting positions, the Company takes credit for the stakes it receives and provides for the estimated pay-out
based on the average percentage by sport

L15  EBxpenses
Operating lease A

Payments (excluding costs for services and insurance) made under operating leascs are recognised in the prafit and
loss account on o siraight-line basis over the term of the lease unless the payments to the lessor are structured to
Increase in line with expected general inflation; in which case the payments related to the structured increases are
recognised as incurred. Lease incentives reccived are recognised in profit and loss over the term of the lease os an
integral part of the tota! leusy expense.

Finance lease

Minimum lease payments are apportioned between the finance churge and the reduction of the outstanding tiability
using the ratc implicit in the lease. The finance charge is allocated to cach peried during the lease term so as 1o produce
a constant periodic ratc of interest on the remaining balance of the liubility. Contingent rents are churged as expenses
in the periods in which they are incurred,

Interest receivable and hnterest puyable

Interest payable and similar charges include interest payable, finance charges on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on provisions,
and net foreign cxchange losses that are recognised in the profit and loss account (see foreign cumvency accounting
policy).

Other interest receivable and similar income include interest receivable on funds invested and net foreign exchange
pains.

Interest income and intcrest payable are recognised in profit or loss as they necrue, using the effective interest method.,
Dividend income is recognised in the profit and loss account on the date the entity’s right to receive payments is
established. Fareign currency gains and losses are repotted on a net basis.
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1 Accounting policles (continued)
116  Taxation

Tax on the profit or loss for the period comprises current and deferred tax, Tox is recognised in the profit and loss
account excepl 1o the extent that it relales to items recognised directly in cquity or other comprehensive income, In
which case it Is recognised dircctly in equily or other comprehensive income,

Current tax is the expecled tax payable or receivable on the taxable income or loss for the period, using tax rates
enacted or substantively enocted at the bafance sheet date, and any adjustment to tax payable in respect of previous
periods.

Deferred tux is provided on timing differences which arise from the inclusion of income and expenses in tax asscssments
in periods different from those in which they are recognised in the financial statements, The following timing differences
are not provided for: differences between accumulated depreciation and tax allowances for the cost of a fixed asset if and
whenall canditions for retaining the tax allowances have been met; and difTerences relating to investments in subsidiaries,
to the cxient that it is not probable that they will reverse in the foresceable future and the reporting entity is able to contral
the reversal of the timing difference. Deferred tax is not recognised on permanent differences arising because certain
types of incomne ar expense arc non-taxable or are disallowablo for tax or because ceriain tax charges or allowances are
greater or smaller than the corresponding income or cxponse.

Deferred tax is provided in respect of the additional tax that will be paid or avoided on differences between the amount
at which an asset (other than goadwill) or liability is recognised in a business combination and the corresponding amount
ihat can be deducted or nssessed for tax, Goodwill is adjusted by the amount of such deferred tax,

Deferred tax is measured at the tnx rate that is expeeted to apply lo the reversal of the related difference, using tax rates
enacted or substantively cnacted at the balance sheet date, Deferred tax balances arc not discounted,

Unrelieved tax losses and other deferred fux assets are recognised only to the extent that is it probable that they will
be recovered against the reversal of deferred tax linbilitics or other future taxable profits.

117 Group recoustructions

In line with FRS 102, the Group has chosen to adopt merger accounting when performing Group reconstructions,

2
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Notes (continued)

2 Acquisitions and disposal of businesses
Acquisitions in the current period ‘

On 1* April 2018, the Group acquired Kerching (Gibraltar) Limited for a totat consideration of £492,000, The
- compay is an on line slot games business, 1t contributed rovenue of £431,000 and a net loss of £144,000 (o the
Group's revenue and net loss for tie yeor. .

Effect of ucquisition
The acquisition had the following effect on the Group's assets and liabilities:
Recognised vatucs
an aequisition
£000
Acyuiree’s net ausots ut the acquisition dute:
Intanpible nssets 67
Tangible fixed nascls 9
Trade and other debtors 82
Cash at bank and in hand 2
Trade and other ereditors (1,344)
Net identifinble assels and linbilitles (1,094)
Consideration paid 492
Goodwill on acquisliion 1,586

The Group initially cxpected the useful life of goodwill from this acquisition to be 10 years. However, on 30"
September 2018, the Directors considered whether any fuir value adjustments were necessary and the remaining
goodwill of £1,506,000 was writtcn ofT'(see note 8).

On 10" April 2018, the Group acquired TPoolco, n newly incorporated company for o nominal amount of £1; and
TDCO Limited, a newly incorporated company for a nominal amount of £1,

Acquisitions in the prier period

The Group acquired 322 LBO’s from Ladbrokes Beiting & Goming Limited and Coral Raclng Limited in the prior
periad. The new shops contributed revenue of £67,642,000 and net profit of £1,273,000 in the prior year.

The Group also acquired 3 LBO's from Stanley International Betting Limited it the prlor period.

Disposal of non-controlling Interest in the current period

On 18" July, the Group sold 25% of its investinent in TPoolco Limited to Alizeti Capital Limited for a total
consideration of £19,550,000. The profit on disposal of the non-controlling interest amounting to £19,295,000 has
been recognised directly in equity.

On 18" July, the Group sold 75% of its investment in TDCO Limited to Alizeti Capital Limited for a tota)
consideration of £450,000. The profit on disposal of £388,000 has been recognised directly in equity.

An oplion was granted for Alizeti Cupital Limifcd (o purchase the remaining shareholding of TPooleo Limited and
TDCO Limited over the next five years. The directors consider the excrcise price of the call option to be comparable
10 the market vajue at the time of granting the option. As such, the option is expected to have s nil value at 30th
September 2018 although this could change in the future,
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3 Turnover

Betfivd Group Limited

Annual report and consolidnied financial staiements

30 Septembor 2018

Al} activities relate to betting operations. Further disclosure of the results by type of cvent has not been disclosed as

the Directors consider this would be prejudicial to the business.

Turnover split by geographical market is not discloscd as the dircciors feel it would be prejudicial 10 the interests of

the Company.

4 Other operating income

Rental income
Other
Net Joss on disposal of tangible fixed asscts

5 Expenses and auditor's remuneration

Included in profiiiloss are the fallowing:

Impslment of intangible assels

tmpairmem of wangible fixed assets

Reversal of impairment loss recognised on 1angible fixed assets
Deprecintion of tungible fixed asscts

Net loss on disposal of fangible fixed usscts

Amortisation of intangible assets

Operating lease land & buildings

Operating lease plant & machinery

Anditor s reenmeration:
Audit of these financinl statcments
Audit of subsidinry financial statements pursuant to legislation
Other assurance services
Tuxation compliance services
Other lux advisory survices
All other services

Research and developimient expensed as incurred

2018
£000

1,468
1,186

2,654

[T EEE

2018
£000

40,098
18,775
(1,076)
22,319

1,069
18,860
46,762

§478

10
338
4

3
22
28

2493

2017
£000

1,255
191
(116)

1,330

e

2017
£000

37,839
7,120
(1.083)
26,764
137
20,998
41,259
4,664

23
349
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Notes (continued)

6 Stafl numbers and costs

The average number of persons employed by the Group, on a full time equivalent busis, during the period:

2014 2017
Number Number
Offlce, management and sales 7316 7.097
2018 2017
£000 £000
Employce casts .
Wages and snlarics 174,753 158.897
Socinl sceurity coste 11,273 10,121
Pension costs 3314 1.830
189,340 170.848
The Company did not have any direct employees in the cureent or prior period.
7 Directors’ remuneration
The directors’ aggregate emoluments in respect of qualifying services were:-
2018 2017
£000 £000
Apgregate emoluinents 1,085 703
Company contributions to money purchase pension schemes 53 51
1,138 754

The aggrepate emoluments of the highest paid director were £349,000 (20/7: £257,000) and compony pension
contributions of £26,000 (2017: £nil} were made to o money purchase scheme on thelr beholf.

The number of directars who occrued benefits under company pension schemes was as follows:

2018 217
No. No.
Money puschase scheme 2 2

caINI A QX e,
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Notes (continued)

8 Exccptional ftems

Pre operating profit

Impairment of intunyible assets - goodwill
Impatrment of intangible assets - licences
Impairment of 1angible ixed assets
Reversal In impairment of fixed assuis
Oncraus {ease provisiens made in the period
Dilapldations provisions made in the peried
Otlier provisions

Betfred Group Limited
Annual report and consolidated financial swiements
30 September 2018

2018
£000

30,79
9,307
15,775
(1,076)
54,030
3464
3329

————

119,620

vt

2047
£060

37,839
6.263
3m

49,173

TS

Exceptional items amounted to a charge of £119,620,000 (2017, £49,173,000), predominantly refating to impaisments
in the Retil estate following the resulis of the Triennial Review with the maximum stake on FOBT machines belng
reduced from £100 to £2. The impairments are preseated as exceptional due to being materinl and one-of¥ in nature.

In the current period, the Group impaired goodwill by £29,285,000 (2017: £nif) In respect of the Retail busincss ond
£1,506,000 ¢2017: £nil) n relation to the Kerching acquisition. In the prior periad the Group impuired goodwill by
£37.839,000 and tangible lixed asscts by £6,263,000, in respect of the digital business.

9 Interest recelvable and similar income

Bank interest recclvoble
Other interest reegivible
Net Interest reccived on pension liabilitics

10 Interest payable and similar cxpenses

Interest payable on bank loans and overdrafts
Amortisation of loan issuc cosis

Ne interest pnyment on pension ligbilitles
Other intarest

Unwinding of discounted provision

2017
£000

420
1039

1,459

2017
Lovo

4,983
475
67
252
370

6,147
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1 Taxation

Total fax expense vecognised in the profit and loss account, other comprehensive income nnd cquity

Belfied Gronp Limited
Annuol report and consolldated financial statemems
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2018 2018 2017 2017
£000 £000 £000 £000
Current 1
Current tux on income for the period 5,002 10,647
Adjustments in respeet of prior periods (148) 40
Total cutrent tax 4,854 10,687
Defereed tux (see note 20)
Origination and reversal of timing differences (8,083) 270
Adjusiments in respect of prior periods 43 144
Total deferred tax (8,040) 414
Total ax (3,186) 11,10}
2018 2018 2018 2017 2017 2017
£000 £000 £000 £000 £000 £000
Current tux  Defereed tux Totol tax  Cument tax  Deferred 1ax Total tax
Recognised in Profit and loss 4,854 (7,940) {3,046) 10,687 {8%) 10,602
account
Recognised in other - (100) (100) - 499 499
comprehensive income
Totu) tax 4,854 {8,040) (3,186) 10,687 414 11.101
Reconciliution of effective tax rate
18 2017
£000 £000
Laoss for the period (40,720) (28,682)
Tatal (ax (credit)/expense {3,086) 10,602
(Loss)/profit excluding taxation (43,806) (18,080)
Tax using the UK corparation (ax rate of 19% (2017: 19.5%) (8,32)) (3,526)
Effect of tux rutes In foreign jurisdictions (M 2,613
Reduction In 1ax rate on deferred tax balances 795 -
Non-deductible expenses 8,490 8,892
Tax exempt revenues (696) {97
Defirred tox not recognised (2,510) 2.536
Qver provided in prior periads (105) 184
‘Foint tax expense included in profit or loss (3,086) 10,602

v

e

A reduction in the UK corporation tax rate fram 20% to 19% occurred on 1 April 2017, An additional reduction to
17% (effective | April 2020) was substantively enacted on 6 September 2016. This will reduce the Company's future
current tax charge accordingly. The deferred tox asset at 30 September 2018 has been calculated based on these rates,
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Notes (continued)

12 Intangiblo nsscts
Group

Cost
At 24 Scplember 2017

Acquisitions
Disposals

At 30 Scptember 2018

Amortisation aad impairment
At 24 Scptember 2017
Disposals

Charge for the period
Impairment

At 30 Suptember 2018

Net book value
A1 24 September 2017

At 30 Scptember 2018

Company

The Company has no intangible assets.

Betfied Group Limited

Annuual report and consolidated financial statements

30 September 2018

Goodwlli Liccitces Favourable Other Tetal
léases

£000 £000 £000 £000 £000
353,022 57,588 487 - 411,097
1,586 - . a7 1,653
1,025) {354) . . (1,379)
353.583 57,234 187 67 11,370
219,202 32,522 154 - 251,878
{679) (55) - - (734)
12,126 6,420 289 31 18,866
30,791 9,307 - . 40,098
261,440 48,194 443 31 310,108
133,820 25,066 333 . 159,219
92,143 2,040 44 36 101,263
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Notes (continued)
13 Tangible fixed assets
Graup Property Alterntlons to Plant Machinery Fixtures & ‘Total
Premiscs & Equipment Fltings

£000 £000 £000 £000 £000
Cost
At 24 September 2087 19,429 57,101 137,280 66,065 279,878
Additions . 1,397 9,034 1,285 i,716
Disposals (6,615) {7,200) (53,815} (1,679 (75,309)
Adjustments* 10,818 10,114 34,024 16,387 71,340
At 30 Septembier 2018 23,632 61,412 126,520 76,058 287,622
Depreclation and mpuirment
At 24 Scptemhber 2017 4771 44,099 111,007 43.545 203,422
Impairment 468 3,787 151 11,369 18,775
Reversal of impairment ) (583) (15) 47 1,076)
Charge for the perlod 784 3,778 14,488 3,269 22319
Disposals (6.579) (7.142) (53,632) (7,316) (74,669)
Adjustments® 10,817 10,295 33,865 16,363 71,340
At 30 September 2018 10254 54,234 105,864 66,759 237,111
Net book vulue
At 24 September 2017 14,658 (3,002 26,213 22,520 76453
At 30 September 2018 13,378 7118 20,656 9,299 §0,511

GEItS EX s s ATt e

*The adjustments shown above relate to reclassification of cost and accumuloted deprecintion only and have no impact
on the net book value of tangible fixed assets,

The net book value of equipment includes an amount of £910,000 (2047; £2,879,000) in respect of assets held under
finanee leases. Depreciation on these assets in the current period was £1,959,000 (201 7: £2,205,000).

The net hook value of properties comprises:

2018 2017

£000 £000

Frecholds 13,004 13.245
Long leascholds (over 50 years) 457 476
Short leascholds (under 50 years) . 288 378
Other expenditure related to buildings . {369) 559
Total property . 13377 14,658
———rel _——

Contracted, but not accrued, capital commitments ut 30 September 2018 were £nil (2017: £ail).

Fixed ond floating charges ore held over the asscts of the Compuny, and the wider Group by the Group's bankers (see
note 25). '

Campuny

The Company has no tangible lixed assets.
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Notes (continued)

14 Investmeonts
Group
Shaores in ussoclates  Other investmonts Totu)
£000 £000 £'000
Cast
At 24 Sepiember 2017 - 1,650 1,650
Additions . 138 - 138
At 30 September 2018 138 1,650 1,748
Provisions *
At 24 Scplember 2017 . .
Impairment losscs . - .
At 30 Scpiember 2018 - - -
Net book valune
A1 30) September 2018 134 1,650 1,788
At 24 Scptamber 2017 - 1,650 1,650

eI e s e ety

Other investmenis of £1,650,600 (2017: £1,650,000) represents £1,566,000 (2017: £1,566,000) in relation to an
investment in Sports Information Scrvices (Holdings) Limited (SIS) (formerly Satellite Informution Services
(Holdings) Limited), in which the Group has a 5.99% holding; and £84,000 (20/7: £84,000) in relntion to Greyhound
TV Limited, i which the Group hos a 16.67% holding, A dividend of £900,000 was received in the petiod ended 30
Scptember 2018 (2017: £a#), in rolation to the SIS invesiment,

Shares in associates of £138,000 (2017 £nff) is in relation Lo an investment in TDCO Limited, in which the Group
has o 25% holding.

Company
Shares in
Group
undcertakings
£000
Cost and uet book value
At 24 September 2007 and 30 September 2018 113,015




Notes (continued)

14 Investments (continued)

The trading companies in which the Company held an interest at the period end are as follows:

Aggrepate
of capital

and
reserves

£000

Principal subsidiary undertakings

Lightcatch Limited

Done Brothers
(Cash Beiting)
Limited

Tate (Successor
Company) Limited

Tote Bovkmakers
Limited

Tote Digital
Limitcd

Tote Direct
Limited

Tote Cradit
Limited

Totepaol Aldemey
Limiled

Petfro (Gibraltar)
Limited

Blucgrass Limited

Kerching
(Gibrahar) Limited

TPoolco Limited

57,220

(18,988)

134,009

70,387

162

16,504)

443

(31,691)

(2.697)

(1,238)

2268

Profit/(loss)
for the year

£000

(986)

(37,883)

58,595

5,514

2,026

130

462

9.268

2

(144)

1,248

Beyicd Group Limited

Annual report and consoliduted flnancial statements

Reglstered office nddress

The Spectrum, 56-38 Benson
Roud, Birchwood, Wartrington,
Cheshire, WA3 7PQ

The Spectrum, 56-58 Benson
Road, Birchwood, Warrlngton,
Cheshire, WA3 7PQ

The Spectrum, $6-38 Benson
Road, Birchwood, Warrington,
Cheshire, WA3 7PQ

The Spectrum, 5658 Benson
Rond, Birchwood, Wardngton,
Cheshire, WA3 7PQ

The Spectrum, 56-58 Benson
Road, Birchwood, Waorringtan,
Cheshire, WA 7PQ

‘The Spectrum, 56-58 Bensun
Road, Birchwood, Warringion,
Chushire, WA 7PQ

The Spectrumn, 56-58 Benson
Road, Birchwood, Warrington,
Cheshire, WA 70Q

Century House, 12 Viclorin
Steeet, Alderney, Channel
Istands, QY9 3UF

$/2 Wateeport PMoce, Gibraltor

"The Spectrum, 36-58 Benson
Road, Birchwood, Warrington,
Cheshire, WA3 7PQ

512 Waterport PMlace, Gibraliar

The Spectrum, 56-58 Benson
Road, Birchwood, Warringion,
Cheshire, WA3 7PQ

Cluss of  Ownership

shares
“hold

Ordinory

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinnry

Ordinary

Ordinary

Ordinary

Ordinary

30 Sepiember 2018

Ownerslilp

2018 2017
% %
100 100
100 100
100 100
100 100
100 100
% 100
100 100
75 100
100 160
100 100
100 Nil
75 nil

* Profit/loss stated for investment in TPoolco Limited is from 18 July 2018 |0 30 September 2018.
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Notes (continved)

14 Investments (continued)
Aggregate  Profit/(loss) Repistered office address  Classof Ownershlp  Ownership
of eapita}l  for the year shares 2018 2017
and held
reserves

£000 £000 % Ya

Associates
TDCO Limited* (192) (304)  The Spestrum, 56+58 Benson  Ordinury 25 Nil

Road, Birchwuod, Warrington,
Choshire, WA3 7PQ

- * Profit/loss stated for investment in TDCO Limited is from 18 July 2018 10 30 September 2018,

The company also holds the following investments in dormant companies.

Tote Limited

Tote Investors Limited

Tole Computer Services Limited
Tote Course Limited

Tote Eurapovls Limilcd

Tote UK Internationat Limited
Totepool Limited

Totesport Limited

Demmy the Bookmaker Limited
Hanley Rocing Limited
Gifteircle Limited

A&R Racing Limiled

The Chase Retail Limited
Betfred Limited

Done Management Limited

Roglstercd office nddress

The Spectrum, 56-58 Benson Road,
Birchwood, Warrington, Cheshire, WA3 7PQ

‘The Spectrum, 56-58 Benson Road,
Birchwoud, Warringion, Cheshire, WA 7PQ

The Spectrum, 56-58 Benson Road,
Birchwood, Warrington, Cheshire, WA3 7PQ

The Specirum, 56-58 Benson Road,
Birchwood, Warrington, Cheshire, WA3 7PQ

The Spectrum, 56-58 Bonson Road.
Birchwood, Warrington, Cheshite, WA3 7PQ

The Spectrum, 56-58 Benson Road,
Birchwood, Warrington, Cheshire, WA3 7PQ

The Spectrum, 56-58 Bensen Road,
Birchwaood, Warrington, Cheshire, WA 7PQ

The Spectrum, 56-58 Benson Road,
Birchwood, Warrington, Choshire, WA3 71'Q

The Specirum, 56-58 Benson Road,
Birchwoad, Wamrington, Cheshire, WA3 7PQ

‘The Spectrum, 56-58 Benson Road,
Birchwoud, Warrington, Cheshire, WA3 7PQ

The Specirum, 56-38 Benson Rond,
Birchwoud, Warrington, Cheshire, WA3 7PQ

The Specirum, 56-58 Benson Road,
Birchwond, Warrington, Cheshire, WA3 7PQ

The Spectrum, $6-58 Benson Road,
Birchwoad, Warringion, Cheshire, WA3 7PQ

The Spectrum, 56-38 Benson Rond,
Birchwoad, Warrington, Cheshire, WA3 7PQ

The Speetrum, 56-58 Benson Rand,
Birchwoud, Warrington, Cheshire, WA3 7PQ

Classof Ownership

shares
held

Ordinary
Ordinary
Ordinory
Ordinory
Ordinary
Ordinary
Qrdinnry
Ordinary
Ordinary
Ordinory
Ordinory
Ordinary
Ordinary
Oudinney

Ondinary

2018

%
100

tan

100

140

100

100

100

100

100

100

100

100

- 100

Qswacrship
2047

%
10

100
100
100
100
100
100

)

100
100
100
{H!]

e

KX




Notes (contined)

15 Debtors
2018
£000
Trade debtors 2,363
Loans receivable 24,421
Other debtors 7493
Prepayments and accrued income 20,594
Deferred 0% asset (note 20) 8,883
63,724

Group

Group
2017
£000

3,176
22,944
5,101
20,622
3,824

55,667

Beifred Group Limited
Annual report and consolidated financial stutements
30 Sepiember 2018

2018
£000

I S S

Cempany

2017
£aoe

Included within loans receivable is £24,421,000 (20/7: £22,944,000) which is not expected to be recovered in one year.

Loans recelvable includes £6,664,000 (2077 £6.612,000) due from Moncta Communications Holdings Limitet which bears
interest ot 3.25% plus LIBOR per annum: £9,432,000 (2017 £14.256,900) due from Great Leighs Estates Limited which bears
interest at 3.25% plus LIBOR per annum; £7,565,000 (2077: £2,076,000) due from Sharp Gaming Limited which bears inlerest al
5.00% per nonum; and £759,000 (2047: £nil) due from The Sportsman Medin Group which bears intcrest at 5.00% per annum,

16 Creditors: amounts falling due within one year

208
£000
Bank tonns and overdmfts (note 18) 13,513
Teade creditors . 10,860
Customer accounts 17,674
Amounts owed to Group undertokings -
Obligniions under finance lenses (note 18) 298
Corporation 1ax liability 1224
Taxation und social seeurity costs 39,744
Unfavourable leascs 202
Other creditors 14,746
Other financial liability (note 19} -
Accruals and deferred income 18,959
117,220
P il

17 Creditors: amounts falling after more than one yeor
2018
£000
Bank louans and overdrafls (note 18) 51,963
Qbligotions under financa leases (note 18) 124
Unfavourable fcoses .38
Othur creditors 105
Accruals and deferred income 1,586
§4.167

Group
2017
£000

14,236
14,957
17,785

424
5,297
34,185
908
13,354
157
33,093

Campany

2018
£000

2017
£000

134,996

Group
2017
£000

130,460
448
1,703
102
1,682

Company

2018
£000

[ I NI

2017
£000

Lo e

N

134,395
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Notes (continved)

18 Interest-bearing loans nnd borrowings

This nole provides information abowt the contractual terms of the Group's and paremt Company’s interest-bearing
loans and borrowings, which arc measurcd at smortised cost.

Group Group Company Company
2018 2017 2018 2017
£000 £000 £000 £000
Creditors folling due more than one year
Securcd bank loans 83000 132.000 - ..
Finance lcase linbilities 124 448 - -
Total borrowings 53,124 132,448 . -
Less unamortised issue costs (1,037) (1.540) - -
‘Total horrowings less unamortised issue costs 82,087 130,908 - .
e s em. T -
Creditars fulling due within less thun ane yeur
Sceured bank Ioang 14,017 14,750 - -
Finance {easc labilitics : 298 824 - -
Total borrowings 14318 15,574 . -
Less unamortised {ssue costs {304) (514) - -
Totul borrowings less unamortised Issue costs 1381 15.060 - -
Bt ] R ] oA 0]

Al} bank berrowings arc secured by mortgage debentures and first legal charges over various properties and assets,
There is a right of offsct incorporated in all legal morigages, life policles and mortgage debentures.

Bank loans

On 17 Ovtober 2016, the Group refinanced its existing loan facilities resulting in an extinguishment of the previous
facility. The principal amount of the new facllity was £175,000,000. £79,000,000 of this was repaid during the year
(2017; £29,000.00G) and the remaining belance at 30™ Scptember 2018 is £67,000,000 (2017: £146,000,000).

£2,529,000 of deferrad Finance costs relating to the new loan werc capitalised and are being amortised over the life of
the loan (S years),

The bank loan of £67,000,000 (2017: £146,000,000} bears interest at LIBOR plus a margin, varying between 1,75%
and 3.00% per annum, The loan is due for repayment at various dates up to 16 October 2021. However, the Group has
arranged to repay the amount outslanding in December 2018, Sce note 30 for further details.

Lightcatch Limiied, o subsidiary of the Company, had entered into interest rate swap ammangements covering £nil
2017: £49.0m) of its previous bank loan facility whercby it paid o fixed rate of 1.7175% on this portion of its
borrowings. The arrangements ¢xpired on 20 December 2017,

Finance lease and hire purchase contracts .

Finance lease and hire purchase contracts are repayable by instalments. Usual contract terms are 3-5 years.
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Notes (continued)

18 Interest-bearing loans and borrowings (continued)

Terns and debt repayment schedule

Beifred Group Limited

Annnel report and consolidated financiol statements

30 September 2018

Group Currency Nominal Interest rate Year of Repayment 2018 2017
maturity schedule
£000 £000
Bank Loan 1 3 4,15% 2018 17 t7 750
Bank Loan 2 £ 1.75-3% plus LIBOR 202t 67,000 67,000 146,000
Finance leage tabilities £ 4.15% 2020 422 422 1272
67,439 148,022
I — 3 TEITITE N Y
19 Other financial linbllities
Group Group Compuny Company
2018 2047 2018 2017
£000 £000 £0ap £000
Amounts falllag duc within one year
Financial liabilitics designated as fair value thraugh profit - 157 - -
or loss
- 18% .
20 Delerred tax nsset
Doferred tax assets and liabilitics are attributable to the following:
Group Asscly Asscts Linbittsles  Liubilitics Net Net
2018 2017 2018 2017 2018 2007
£000 £000 £000 £000 £000 £000
Accelerated capital stiowances 7,596 3,797 - - 1596 3.797
Arising on business combinations - - 1,537) (4.548) (1,537) (4,348)
Employce benefits 145 . - - 48 -
Unusud 1ax losses 47 . - - 447 -
Other 665 27 - - 66S 27
Net tax nssets/(liabiitics) 3.824 (4.548) 1,316 (724)

H.853

Company
The Compony has no deferred tax.

(1,537)
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Notes (continued)
21 Provisions for lisbilitics and charges
Group
Oncrous
Dilapidation lense Other
Deferred tax proviston provision pravision Totat
£000 £000 £000 £000 £000

Balance at 24 Scptomber 2017 4,548 2,621 17,680 - 24,849

Provisions made during the period . 3464 54,030 3,329 64,823

Provisions used during the period (3.011) (1,094) {8,772) - {12.877)

Unwinding of discounted amount . . 398 - 398

Balance at 30 Scptember 208 1,337 4951 67.356 3,329 77,193

Prupenty related provisions are expecled to unwind over the next 3 10 § years, oand include;

- Anoncrous lease provision of £67,336.000(2017: £17,680,000)) in relation to loss making outleis within the Group sliop
portfolio, An essocinted impairment loss hns been vecorded in rolation 1o assets dedicated to these conteacts.

£4,991,000 (2017: £2,621,000) in relation to dilapidation costs associnted with the Group's retail estate,
Company

The Company has no provisions.

22 . Employee heneflts

The Group, operates a funded pension scheme, the Horserace Tolalisator Board (1968) Pension Scheme. The scheme
provides benefits bused on (inal pensionable pay for all quolifying sinff and as a result of its participation in that
scheme, Tote (Successor Company) Limited is an associate crmployer.

Assets arc held, separntely from those of Tote (Successor Company) Limited, in trustee-administered funds, The
trustees to the pension scheme include representatives from both past and prosent employeos.

There is no investment by the funds in the businesses of the Group, headed by Beifred Group Limiied, the Company
or any of its subsidiary or assoclated undertokings.

Due to Tote (Successor Company) Limited being an associate employer (he actuarics are unable to identify and
separate the Company's share of the underlying nssets and liabilities and are therefore accounted for us a defined
contribution pension scheme within the financial stotements of the Group.

Contributions to the scheme arc charged to the Group's profil and loss account 8o us (o spread the cost of pensions
over employees’ working lives with the Group, These contributions arc determined by professionally qualificd
actuories on the basis of regular funding reviews using the projected unit method and, for 2018, amounted to £540,000
(2017: £540,000).

The informntion disclosed below is in respeet of the whole of the plans for which the participating companies have
been allocated a share of cost under an agreed Graup policy throughout the periods shown,

Hoyrserace Totalisotor Bourd (1968) Pension Scheme

The information disclosed below i in respect of the Horscrace Totalisator Board (1968) Pension Scheme for which
Tote Bookmnkers Limited is an associate employer. The tatest actunrinl review of the scheme was at 31 March 2015,
This valuation has been updated to 30 Scptember 2018 by a qualified actuary, independent of the scheme's sponsoring
employer. R
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Notes (cominued)

22 Employee Benefits (continuced)
Nest pension (ltabiliy)/asser

Defined benefit obligation
Plan usseis

Surplus/(deficit) in plan
Unrecognised surplus

Net pension liability

Movements in present value of defined bengfit obligation

At 24 September 2017
Interest cxpense

Re-measurement; actuario! (geins)losses
Benefits paid & oxponses

At 30 Soptember 2018

Movements in fuir value of plun assets

At 24 September 2017
{nterest income
Actuarial (Josses)/galng
Conltributions by employer
Beneflts puid

At 30 Seplember 2018

Betfred Group Limited
Annnal repart and consolidated financial siarements
30 September 2018

2018 2017
£000 £000
(100,668) (106,351)
108,519 107.998
7,851 1,647
(7,851) (1,647
i
2018 2017
£000 £000
106,351 115.927
2,700 2,438
{3,459) (1,539)
(4,924) (4.475)
100,668 106,354
e ey
2018 2017
£000 £000
107,998 112,521
1,75¢ 2,31
2,185 (2,959)
§40 540
(4,924) (4,475)
108,512 107,998

Ifthere had been no limit on the oxpected return of scheme assets due to the surplus not being recoverable, the expecied
relurn on schemo nssets would have been £7,261,000 (2017: £4,580,000). £7,851,000 (2017: £1,647.000) of expected
returns are not disclosed in the profit and loss account due to the surplus not being recognised. Therefore, the net re-
measurement loss for the current period recognised in ather comprehensive income s £590,000 (2017: profit of

£2,933,000).

Expense recognised in the profit and loss nccount

Net interest pnynblc!(mceivnble)' on net delined benelfit linbility

Totul expense recognised in profit or loss

2018 2017
£000 © £000

. 3]

- e
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Notes (continued)

22 Employce Beneflts (continted)

The fair value of the scheme assets and the return on those assats were as follows:
30 September 24 September

2018 2017

Falr value Fair value

£000 £000

Government debt ) 22,068 22.204
Carporate bonds . 8,198 8.08¢
Cash : 232 206
Absolute Retum Funds 18,618 18,523
Insurance Policics 43212 45,490
Direct Lending/Real Estote Debt 19,097 13497
108,519 107,998

Actual retuen on plan assets 1474 (588)

izt R

None of the fhir vatue of the assols include any of the Group's own financial instruments or property, or any other
assels used by the Group.,

The long-term expeeted rate of return on cash is determined by reference to bank base rates at the balance shect datos,
The long-term expected retum on bonds is determined by reference to UK fong dated government and corporate bond
yields at the balance sheet date. The long-term expected return on the pensioner buy in insurance policy is determined
by reference to UK long dated government yields at the balance sheet date. The long term expected rate of return on
various classes of growih assets are ench based on UK long dnted government yields with an allowance for out-
performance.

Principal actuarial assumptions (expressed as weighied averages) at the period end were as follows:

% 30 September 24 September
2018 2017
Discount rate : 2,88 2.60
Inflation (CPF) 2,20 2.20
Inflation (RP1) 3.20 3.20
Future salary increnses wa nfa
Allownnce for revaluation of deferred pensions of CP or 5% paa, i less 2,20 2.20
Allowance for pension in payment increases of CPI ar 5% p.a. if less 2.20 2,20
Allowance for pension in psyment increnses of CP1 or 3% p.a. if less 2,20 2,20
Allowance for peasion in payment increases of CPI or 2.5% p.a iF less 2.20 2.20
Allowance for pension in payment increases of RPI or 5% p.a. if less 320 3.20
Allowance for pension in poyment Inereases of RPLor 3% p.a. {F'less 3.00 3.00
Allowance for pensian in payment increasces of RPI or 2.5% p.a, if less 2.50 2.50

The last full actuarial valuation was performed on 31 March 201 5, and has been updated to 30 September 2018,

In valuing the liabilities of the pension fund at 24 September 2017, mostality assumptions have been made os indicated
below,

The assumptions relating to tongevity underlying the pension Habilities at the balance sheet date are based on standard
" actuarial mortality tables and include on allowance for future improvoments in longevity, The assumptions arc
equivalent to cxpecting a 60-year old to live for a number of years as foilows:

e Male setiring at age 60 in 2018: 26.6 ycars
e Female retiring ol age 60 in 2018: 28.6 years
s Male retiring at age 60 in 2038: 28,1 yewrs
«  Female retiring at age 60 in 2038: 30.2 yeara
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Notes (continued)
23 Capital and reserves
Called up share eapitol
2018 2017
£ £
195,200 Ordinary shares of £0,10 each 19,520 19,520

The holders of ordinary shares are entitled 1o receive dividends as declased from time to time and aro entitled to one

vote per sharc at meetings of the Company.

24 Opernting feases

Non-canceliable operating lease rentnls are payable as follows:

Group Group Company Company

2018 2017 2018 2017

£000 £000 £000 £000

Less than one yeur 44,774 46,102 . -

Between one and five years 106,677 126,085 - -

Maore than five years 33,079 43,789 - -
184,530

During the ycar £52,240,000 (2017: £45,923,000) was recogniscd as an expense in the pro(it and loss account in
respect of operating leascs,

25 Contingencics and commitments

The Company is an obligor to a wider Group banking arrangement and, os such, hag entered into a cross guarantee in
respect of the barrowings of the Betfred Group of companies, headed by Betfred Group Limited. In addition the
Company’s assets are secured by a number of fixed and floating charges held by the financing parties of the banking
arrangement, At 30 Scptember 2018 the Group's potential exposure under the unlimited cross-guarantec arrangement
was £8,424,000 (201 7: £87,508,000).

Given the Company’s mature of business, the company is susceplible to fraudulent customer activity and potential
attempts of money Jaundering which somelimes can give rise to future liabilities either by way of repayment of net
winnings or by fines from regulatory authoritics. There are no individually material cases of this nature which the
company Is dealing with at the date of these financial statements and the directors do not believe there is a probnblc
risk of payment of material linbilities, Nevertheless, there always remains the risk of potential future lmbnluy given
the Company’s nature of busmess

40
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Notes (convinued)

26 Related purtics
Group

Loans

Moucin Communications Holdings Limited has a facility with the Group and as at 30 Scptember 2018 £6,664,000
(2017: £6,612,000) was outstanding. The loan carrics intorest at 3.25% + LIBOR. Moneta Communications Moldings
Limited is an entity which Mr F Done or close family members have a beneficial interest.

The Sportsman Media Group also has a facility with the Group and o8 at 30 September 2018 £759,000 (3017: £nil)
was outstanding. ‘The loan carties interest at 5%. The Sportsman Medis Group is an entity which Mr F Done or close
family members have a beneficial interest.

Transactions with key management personnel
Tolal compensation of key management personniel in the period amounted to £2,277,000 (204 7: £1.802,008),
Administrative expenses

Excluding the rental costs referred to below, total expenses of £46,718,000 (201 7: £39,345,000) were incurred in
respect of entities in which Mr F Danc or close family members have a controliing or beneficial interest, Included
within this amount is £36,535,000 (20/7: £31,468,000) pnid to Sports Informution Scrvices (Huldings) Limited
(formerly Satellite Information Services (Holdings) Limited) for TV streaming in the Group's LBOs, The Group has
8 5.99% holding in Spons Information Secrvices (Holdings) Limited (formerly Satellite Information Services
{Holdings) Limited). Expenses were incurred on normal commercial terms,

Rental costs

Rental costs include £2,431,000 (2017 £2,852,000) in respect of cntities in which Mr F Done, or close fumily
members, have a controlling or beneficial interest. No amounts were outstanding at the period cnd (20/7: £nil). Rents
were made on norma) commercial terms,

Investment income

Investment income during the period of £900,000 (2017: £nil) was received {rom Sports Information Services
(Holdings) Limited (formerly Satellite Information Services (Holdmgs) Limited) which is considered to be a related
party as Mr F Done is 2 dircctor ol that company.

Company
There were no related party transactions in the Company.

27 Ultimate parcnt company
The directors consider the Company lo be under the control of the Done family.
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28 Accounting cstimates and judgements
Key sources of estimation unceriainty

The Group is party to o number of leases on properties that are no longer required for trading. Judgement is applicd
in determining whether feoses are ancrous, Whilst every ¢ffort is made to profitably sub-let these propertics, it is not
always possible to do so, Where a lease is oncrous to the Group, a provision is estoblished for the difference between
amounis contraciually payable to the landlord and amounts contractually receivable from the tenant (if any). In
addition, provisions exist for the expected future dilopidation cost on leaschold properies. The Directors consider that
their estimates arc appropriate.

The results of the Triennial Review of stakes and prizes are now known with the maximum stake on' FOBT machines
being reduced from £100 to £2. This outcome has led (o o significant decline in expected future cash flows leading lo
an impairment being recognised in the period (note 8). This is based on our current estimnte of 8 reduction in the
annualised operating profit.

A regulatory change of this nature is unprecedented and its impact on cusiomer behaviour will not be known for a
number of years after implementation. Further impuirments (or reversals of the existing impairment clmrge) could be
made when customer behaviour becomes known.

The Group owns 75% of TPaolco Limited and although there is an option in place for Alizeti Capital Limited to
purchase the remaining 75% within the next 5 years, the Directors consider that the Group retains control over TPoolco
Limited until the option is exerciscd due to the Group having significont knowledge and know-how required to operate
the Totepool business; and uncertainty of when the option will be exercised.

29 Contingent Assets and Liabilties
Contingent Asset

Prior to year end the Group was successful in its claim against HMRC in respecet of VAT paid on the Group's FOBT
machines, dating back to 2005, This is expected to result in a gross repayment of £107m (prior to fees and other
distributions), Post year end, HMRC were granted an appeal at the Upper Ticr tribunal which will be heord ot some
point in the future. We have not recogised the value of the clnim in these financint statements s the fing) outcome
of the case is still unknown.

30 Subsequent events
Afller the period end, the Group repaid its existing loun facilities resulting in an extinguishment of the loon facility.

Afler the period end, the Group also received confirmation that the reduction of the maxinwm stake on FOBT
machines from £100 to £2 would be implemented in Apri) 2019. Mnnagcment has therefore fhctored this
unplcmcnlnnon date inlo its future cash flows when carrying out the impairment review and the date has been fnctorcd
into the impairment amount in these financinl statements.

On 26 October 2018, the High Court handed down a judgment involving the Lioyds Banking Group's defined benefit
pension schemes. The judgment eoncluded that the schemes should be amended to equalise pension benefits for men
and women in refation to guaranteed minimum pension benefits. The issues determined by the judgment arise in
relation to many other defined benefit pension schemes, We ure working with the trustees of our pension schomes,
and our actuarial nnd legn] advisers, to understand the extent to which the judgment crystallises additional lisbilities
for The Horscrace Totalisntor Board (1968) Pension Scheme. 1t is estimated that the likely increasc in liabilities as a
result of this judgment will be 1%-3% of total scheme linbilities, which is expected to be recognised as post service
cost for the financial year ending 29th September 2019.
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